
 
 

 
 
 
 

 
July 11, 2014 

 
VIA ELECTRONIC FILING 
 
Honorable Kimberly D. Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, DC 20426 
 

Re: ISO New England Inc., Docket No. ER14-___-000 
Winter 2014-15 Reliability Program (Part 1 of 2)1 
 

Dear Secretary Bose:  

Pursuant to Section 205 of the Federal Power Act,2 ISO New England Inc. (the “ISO” or 
“ISO-NE”), joined by the New England Power Pool (“NEPOOL”) Participants Committee 
(together, the “Filing Parties”),3 hereby submits this transmittal letter and revisions to the Tariff4 
to include a set of solutions to maintain reliability during winter 2014-15 (the “Winter Reliability 
Program”).  The Winter Reliability Program is intended to maintain reliability through fuel 
adequacy by creating incentives for dual fuel resource capability and participation, offsetting the 
carrying costs of unused firm fuel purchased by generators, and providing compensation for 
demand response services. 

1 This filing letter and its attachments are the first part of a two-part contemporaneous submission to the 
Commission.  Due to technical limitations with the Commission’s eTariff system, the ISO is not able to include in 
one submission changes to the same section of the ISO New England Transmission, Markets and Services Tariff 
(the “Tariff”) with different effective dates.  Accordingly, the Tariff changes in this Part 1 are proposed to become 
effective on September 9, 2014.  In Part 2, the Filing Parties submit the Tariff changes that are proposed to become 
effective on December 3, 2014.  See Footnote 87 for more information. Although the overall filing has been divided 
into two parts to accommodate the eTariff system, the Filing Parties request that the Commission treat the 
submissions as a single filing. 
2 16 U.S.C. § 824d (2014). 
3 Under New England’s RTO arrangements, ISO-NE has the rights to make this filing of changes to the Tariff under 
Section 205 of the Federal Power Act.  NEPOOL, which, pursuant to the Participants Agreement provides the sole 
Market Participant stakeholder process for advisory voting on ISO matters, supported the changes reflected in this 
filing and, accordingly, joins in this Section 205 filing. 
4 Capitalized terms used but not defined in this filing are intended to have the meanings given to such terms in the 
Tariff, the Second Restated New England Power Pool Agreement, and the Participants Agreement. 
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More specifically, the Winter Reliability Program consists of six components:   

1. Compensation for unused oil inventory;  

2. Compensation for unused liquefied natural gas (“LNG”) contract volume;  

3. Incentives for commissioning dual fuel capacity before December 1, 2016;  

4. A demand response program;  

5. Elimination of the requirement that dual fuel units burn the higher-priced fuel when 
offers are based on that fuel and gas prices are volatile; and 

6. Rules to permit ISO-initiated audits of dual fuel capability.   

  With the exception of the last two program components, the Winter Reliability Program 
is proposed to be located in a new Appendix K to Section III (or Market Rule 1) of the Tariff.  
The fifth component, regarding the conditional elimination of the higher-priced fuel requirement, 
is proposed to be added to Appendix A of the Tariff.  The audit rules that make up the sixth 
component will be located primarily in Section III.1.5.2 of the Tariff. 

In support of these changes, the ISO is submitting the testimony of Christopher Parent, 
Manager of the Market Development Department (the “Parent Testimony”), Robert Laurita, 
Manager of Surveillance and Analysis in the Internal Market Monitoring Department (the 
“Laurita Testimony”), and Peter Brandien, Vice President of System Operations (the “Brandien 
Testimony”).  All supporting testimony submitted with this filing is sponsored solely by the ISO.   
 

I. DESCRIPTION OF THE FILING PARTIES; COMMUNICATIONS 

The ISO is the private, non-profit entity that serves as the regional transmission 
organization (“RTO”) for New England.  The ISO operates the New England bulk power system 
and administers New England’s organized wholesale electricity market pursuant to the Tariff and 
the Transmission Operating Agreement with the New England Participating Transmission 
Owners.  In its capacity as an RTO, the ISO also has the objective to assure that the bulk power 
supply system within the New England Control Area conforms to proper standards of reliability 
as established by the Northeast Power Coordinating Council and the North American Electric 
Reliability Corporation.   

NEPOOL is a voluntary association organized in 1971 pursuant to the New England 
Power Pool Agreement, and it has grown to include more than 430 members.  The Participants 
include all of the electric utilities rendering or receiving service under the Tariff, as well as 
independent power generators, marketers, load aggregators, brokers, consumer-owned utility 
systems, end users, demand response providers, developers and a merchant transmission 
provider.  Pursuant to revised governance provisions accepted by the Commission,5 the 

5 ISO New England Inc., et al., 109 FERC ¶ 61,147 (2004).   

                                                 
 



Honorable Kimberly D. Bose 
July 11, 2014   
Page 3 
 
Participants act through the NEPOOL Participants Committee.  The Participants Committee is 
authorized by Section 6.1 of the Second Restated NEPOOL Agreement and Section 8.1.3(c) of 
the Participants Agreement to represent NEPOOL in proceedings before the Commission.  
Pursuant to Section 2.2 of the Participants Agreement, “NEPOOL provide[s] the sole Participant 
Processes for advisory voting on ISO matters and selection of ISO Board members, except for 
input from state regulatory authorities and as otherwise may be provided in the Tariff, TOA and 
the Market Participant Services Agreement included in the Tariff.” 

Correspondence and communications regarding this filing should be addressed to the 
undersigned for the ISO as follows: 

Maria Gulluni* 
Deputy General Counsel 
ISO New England Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 
Tel: (413) 540-4473 
Fax: (413) 535-4379 
E-mail: mgulluni@iso-ne.com   

 

 
And to NEPOOL as follows: 
 
Stacy Dimou* 
Vice-Chair 
NEPOOL Markets Committee 
P.O. Box 566 
Bangor, ME 04402 
Tel: (207) 669-2116 
E-mail: stacy.dimou@earthlink.net 
 

 
 
 
David T. Doot* 
Sebastian M. Lombardi* 
Day Pitney LLP 
242 Trumbull Street 
Hartford, CT  06103 
Tel:  (860) 275-0663  
Fax:  (860) 881-2493  
Email: slombardi@daypitney.com 

*Designated for service.6 

 
 
II. STANDARD OF REVIEW 

The instant revisions are submitted pursuant to Section 205 of the Federal Power Act, 
which “gives a utility the right to file rates and terms for services rendered with its assets.”7  
Under Section 205, the Commission “plays ‘an essentially passive and reactive’ role”8 whereby 

6 Due to the joint nature of this filing, the Filing Parties respectfully request a waiver of Section 385.203(b)(3) of the 
Commission’s regulations to allow the inclusion of more than two persons on the service list in this proceeding. 
7 Atlantic City Elec. Co. v. FERC, 295 F.3d 1 at 9 (D.C. Cir. 2002). 
8 Id. at 10 (quoting City of Winnfield v. FERC, 744 F.2d 871, 876 (D.C. Cir. 1984). 
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it “can reject [a filing] only if it finds that the changes proposed by the public utility are not ‘just 
and reasonable.’”9  The Commission limits this inquiry “into whether the rates proposed by a 
utility are reasonable – and [this inquiry does not] extend to determining whether a proposed rate 
schedule is more or less reasonable than alternative rate designs.”10  The revision “need not be 
the only reasonable methodology, or even the most accurate.”11 As a result, even if an intervenor 
or the Commission develops an alternative proposal, the Commission must accept this Section 
205 filing if it is just and reasonable.12 
 

 
III. OVERVIEW OF THE WINTER RELIABILITY PROGRAM 

In this section, the ISO describes the development of the Winter Reliability Program.  
NEPOOL does not join in this Section III because it does not have direct knowledge of certain 
information provided and because some NEPOOL members disagree with certain of the 
assumptions and statements made in this section by the ISO. 

As discussed below, the Winter Reliability Program was developed after key non-gas 
generators proceeded with plans to retire, and it became apparent that the gas pipeline system 
was more constrained, and oil replenishment more difficult, than expected.  The Program is 
modified from last year’s version to be more fuel-neutral, to limit the ISO’s discretion, and to 
account for newly-implemented market improvements and enhanced clarity around generator 
obligations.   

9 Id. at 9. 
10 City of Bethany v. FERC, 727 F.2d 1131, 1136 (D.C. Cir. 1984). 
11 Oxy USA, Inc. v. FERC, 64 F.3d 679 at 692 (D.C. Cir. 1995) (finding that, under the Federal Power Act, as long 
as the Commission finds a methodology to be just and reasonable, that methodology “need not be the only 
reasonable methodology, or even the most accurate one”); cf. City of Bethany v. FERC, 727 F.2d 1131 at 1136, 234 
U.S. App. D.C. 32 (D.C. Cir. 1984) (when determining whether a proposed rate was just and reasonable, the 
Commission properly did not consider “whether a proposed rate schedule is more or less reasonable than alternative 
rate designs”).  See also Cal. Indep. Sys. Operator Corp., 128 FERC ¶ 61,282 at P 31 (2009) (finding that, because 
the Commission found the ISO's proposal to be just and reasonable, it need not assess the justness and 
reasonableness of an alternative proposal); Louisville Gas & Electric Co., 114 FERC ¶ 61,282 at P 29 (2006) 
(finding that “the just and reasonable standard under the FPA is not so rigid as to limit rates to a ‘best rate’ or ‘most 
efficient rate’ standard. Rather, a range of alternative approaches often may be just and reasonable”); Southwest 
Power Pool, Inc., 131 FERC ¶ 61,252 at P 124 & n.154 (2010). 
12 Cf. Southern California Edison Co., et al., 73 FERC ¶ 61,219 at 61,608 n.73 (1995) (“Having found the Plan to be 
just and reasonable, there is no need to consider in any detail the alternative plans proposed by the Joint Protesters.” 
(citing City of Bethany, 727 F.2d at 1136)). 
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A. The Winter Reliability Program Is Needed Because of Changes in the 
Operating Environment 

Last year, the Commission approved a winter program that effectively bridged the fuel 
gap created by colder-than-average winter weather.13  That program was necessitated by a 
number of factors, including the significant increase in the region’s demand for natural gas.  
During cold winter periods, demand has outstripped the supply that can be delivered to 
generators.  In addition, the region was not able to rely on oil-fired units to replace the gas-fired 
units, as oil-capable power plants had dramatically reduced their oil inventories in response to 
the prevalence of natural gas and the declining utilization of oil for power generation.  

In fact, last year’s winter program was critical to keeping the lights on.  The winter was 
colder than usual, with more than a month’s worth of days that were colder than the 20-year 
average.  Gas prices soared, and – unusually – exceeded oil prices on 57% of winter days, such 
that oil units were in merit and were base-loaded.  Production flipped, with gas units providing 
relatively little energy and oil units’ production increasing from the average 1% to nearly a 
quarter of the region’s electricity during cold periods.14  In total, last year’s winter program 
supported the procurement of more than three million barrels of oil and generators burned 88% 
of it – and may have burned more but for the protracted outages of a few oil units.  In contrast, 
during the winter of 2012-13, generators had about half the amount of program oil in 
inventory.15 

Although last year’s winter program was critically important, the ISO hoped that it would 
not be necessary to propose another.  Instead, assuming that operating conditions were 
unchanged, the ISO sought to rely on a series of market improvements, including most notably 
the changes to improve the flexibility of the Energy Market offer process,16 and the 
Commission’s clarification of generator obligations.17  Longer-term, the ISO believes that the 
Pay For Performance (“PFP”) changes to the Forward Capacity Market will serve in lieu of 
supplemental winter programs.18 

In any case, despite the ISO’s intentions, it became evident by the end of last winter that 
the region would need another winter program.  Operating conditions had changed to a degree 
that could not be mitigated by market improvements and the clarification of generators’ 

13 ISO New England Inc., 144 FERC 61,204 (2013). 
14 For more detail, see pp.12-14 of the ISO’s presentation at the Commission’s April 1, 2014 technical conference on 
winter operations at http://www.iso-
ne.com/pubs/pubcomm/pres_spchs/2014/winter_operations_technical_conference_april_2014.pdf. 
15 See Brandien Testimony at p. 4. 
16 ISO New England Inc., 144 FERC 61,014 (2013). 
17 New England Power Generators, Inc. v. ISO New England Inc., 144 FERC ¶ 61,157 (2013). 
18 See ISO New England Inc., 147 FERC 61,172 (2014). 
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obligations, as had been intended.  Specifically, in proposing the instant Winter Reliability 
Program, the ISO is responding to three sets of changed circumstances:  generators’ difficulty in 
replenishing oil mid-winter; more severe gas constraints than anticipated; and retirements of 
significant non-gas generators.  Each is discussed briefly below, and in more detail in the 
Brandien Testimony. 

As explained in the Brandien Testimony, by February of 2014, most oil-fired generating 
stations had less than two days of oil on site and needed to replenish oil inventories.  Those that 
tried to replenish their inventory reported difficulties in both procuring and transporting oil.  Oil 
was unavailable given the increased demand from both the heating and power sectors and 
reduced supply following years of reduced demand.  Even when oil was available, barges to 
transport the oil were in short supply due to high demand all along the East Coast.  When they 
were available, barges had difficulties with frozen and shallow water conditions.  Trucks were 
also limited, and commercial drivers’ license requirements restricted hours per day of work 
(although the license requirement was loosened in Massachusetts at the ISO’s request).   

 Gas was similarly difficult to obtain.  As noted above, gas prices soared during the winter 
and gas generators produced far less energy than usual. Surprisingly, despite the underutilization 
by gas generators, gas pipelines were constrained.  Pipelines from the North were nearly fully 
utilized on cold days – and not to any significant degree by generators.19  These observations 
were borne out by ICF International, which updated its 2013 New England natural gas study and 
reduced projections of available gas during winter 2014-15 by about 500 MMcf/d.20  ICF 
concluded that winter peak day gas supplies will be barely adequate or slightly in deficit through 
2020, as long as there are no major contingencies, such as an outage to gas supplies, loss of 
electrical sales to New England from the north due to extreme weather, or a nuclear unit tripping 
offline.   

 The final operating condition considered by the ISO in proposing the Winter Reliability 
Program is the retirement of significant generators before the 2014-15 winter.  Most recently, 
after the filing of the 2013-14 winter program, Vermont Yankee, a nuclear station with 625 MW 
of capability, announced its retirement.  In addition, two Salem Harbor generators with a 
combined capability of almost 587 MW retired at the end of June 2014.  Importantly, all of these 
generators are non-gas fired and provide needed fuel diversity when gas constraints restrict the 
electric output of gas-fired generators.  To put the retirements in perspective, last year’s winter 
program procured fewer megawatt-hours than these retiring units are capable of producing.21  

19 For example, on January 3, 2014, of the total pipeline capacity of greater than 3.8 Bcf, only about 600 MMcf were 
used by New England’s gas-fired generators.  Brandien Testimony at p. 6. 
20 See ICF’s presentation to the Planning Advisory Committee at http://www.iso-
ne.com/committees/comm_wkgrps/prtcpnts_comm/pac/mtrls/2014/apr292014/a3_icf_benchmarking_study.pdf.  
21 Brandien Testimony at p. 7. 
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B. The Design of the Winter Reliability Program Has Evolved to Reflect Recent 
Market Enhancements and Other Changes in the Operating Environment 

Half of the components of the Winter Reliability Program are consistent with last year’s 
program; specifically, the demand response program is substantially similar to last year’s 
program, and the two rule changes related to dual fuel audits and the partial elimination of 
higher-cost fuel requirements evolved from similar features in last year’s winter program.22 

The other components of the Winter Reliability Program differ significantly from last 
year’s winter program.  In particular, this year’s unused oil inventory program and LNG 
program, which replace last year’s oil inventory program, are entirely new, and were adopted in 
response to the changes that the ISO had intended to rely on instead of another winter program – 
specifically, the market improvements and the clarification of generator obligations.   

While they were not sufficient to serve in lieu of a program given the retirements and fuel 
supply challenges experienced last winter, these developments do materially alter the operating 
environment such that the ISO did not think it appropriate to propose another version of last 
year’s oil inventory program.  Most significantly, given the Commission’s clarification that 
generators have an obligation to procure fuel to meet their expected dispatch, the ISO did not 
believe it was appropriate to propose a program like the 2013-14 program, which compensates 
generators for meeting that obligation.   

 Accordingly, the fuel inventory components of the Winter Reliability Program are now 
premised on the assumption that generators will fulfill their obligation to procure inventory to 
meet their expected operation.  However, generators and the ISO may have different estimates of 
expected winter operation, with the ISO making more conservative estimates based on a colder 
winter and other contingencies.  The ISO and generators may also have differing views on the 
degree to which it is reasonable to rely on replenishment of fuel.  The ISO believes that it is 
appropriate, as well as consistent with the Commission’s order on obligations, to compensate 
generators that adopt the ISO’s estimates of how much fuel is needed, or how much is needed in 
upfront inventory rather than through a replenishment strategy.  Therefore, the Winter Reliability 
Program compensates participants for inventory that remains unused at the end of the winter 
rather than for upfront inventory.   

In addition, the Winter Reliability Program also includes a number of features that 
encourage dual fuel capability.  Dual fuel generators can provide valuable fuel diversity and 
flexibility by switching from one fuel to another.  This flexibility can be utilized not only to 
replace a fuel that is unavailable to the generator, but also to preserve gas supplies that can be 
allocated to other non-dual fuel generators.   

22 See the Parent Testimony regarding demand response, the Brandien Testimony regarding dual fuel audits, and the 
Laurita Testimony regarding the partial elimination of higher-cost fuel requirements.   
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The dual fuel-related features of the Winter Reliability Program include incentives for 
commissioning or recommissioning dual fuel capability by offsetting certain costs thereof, as 
well as the two rule changes related to dual fuel auditing and partial elimination of the higher-
cost fuel requirement.  These dual fuel incentives are needed because New England has lost more 
than 3,400 MW of dual fuel capability in less than 10 years.23    

C. The Winter Reliability Program Is, to the Maximum Extent Possible, 
Resource Neutral 

As compared to last year’s winter program, the ISO has significantly improved the 
neutrality of the Winter Reliability Program by adding a component related to LNG contracts.  
As a result, this year, generators (single or dual fuel) that can burn oil or LNG and demand 
response assets are eligible to participate in the Program.    

The inclusion of LNG is consistent with the fundamental objectives of the Winter 
Reliability Program, which are to augment scarce pipeline gas and improve the region’s overall 
fuel security.  To fulfill these objectives, the rules make clear that eligible units must be able to 
use both pipeline gas and LNG.24  Moreover, LNG is particularly beneficial on nights and 
weekends, when it may be difficult to acquire and schedule pipeline gas.  In addition to 
substituting for pipeline gas, LNG provides another benefit by improving pressures on pipelines.  
Although LNG often flows on the same pipelines that are congested, LNG providers (e.g., 
Distrigas, Canaport) are located in the North and East and improve the pressures caused by the 
flow of cheaper gas from the West.  

Last year, the ISO excluded LNG from the winter program out of concern that providing 
incentives for an additional supply of LNG would inadvertently reduce gas released from other 
uses or would undermine the use of pipeline gas when it is economic.25  This year’s program 
structure, including the relatively modest compensation for LNG, largely preserves the 
incentives for resources to make economic decisions between LNG and pipeline gas (and, for 
dual fuel resources, oil).   

Last year, the ISO was also concerned that a solution providing incentives to gas 
suppliers or generators to ensure incremental gas supply would affect wholesale electricity prices 
by inadvertently distorting the gas costs that make up the bulk of a gas-fired generator’s energy 
offer.26  This year, the peaking nature of the program, reflected in limited resource-specific 
quantities of LNG eligible for compensation, as well as the total program cap, mitigate the 

23 See Testimony of Peter T. Brandien at p. 12 in ISO New England Inc., Docket No. ER14-1050-000, Performance 
Incentive Market Rule Changes (January 17, 2014). 
24 Section III.K.4(a). 
25 ISO New England Inc., 144 FERC 61,204 at P. 45 (2013). 
26 Id. 
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impacts that LNG could have on electricity market prices.  Moreover, the modest size of the 
subsidy and high LNG prices in recent years also reduce this concern. 

The ISO recognizes that the design of the Winter Reliability Program excludes other 
types of units, including nuclear and hydro resources.  Again, the primary objective of the 
program is to ensure fuel adequacy, and it is difficult to identify additional fuel requirements for 
these types of resources, which typically have low-cost fuels or extended fuel supplies to meet 
their expected operation.  

The ISO believes that complete resource neutrality requires a market-based clearing 
mechanism and a uniform, defined product without significant administrative triggers.  Going 
forward, the ISO and its stakeholders will evaluate whether it is feasible to design and implement 
a market-based solution for the remaining winters before PFP is effective.  This evaluation is 
likely to include the potential costs associated with such a solution and how it would apply to 
resources that have already cleared in the capacity market and have a current set of obligations.   

D. The Winter Reliability Program Eliminates Most of the Discretion Granted 
to the ISO in Last Year’s Program 

Last year’s winter program included significant discretion for the ISO.   Specifically, last 
year, participants bid into the program, and the rules stated that the ISO would “make its 
selections” among the bids based on the criteria that were listed in Section III.K.6 of the rules 
(“Selection of Program Participants”).  These criteria included cost, diversity of location, and 
sensitivity to certain geographical constraints.   

This year, the program does not have an “as bid” design.27  Rather, participants are paid a 
set rate.  Accordingly, the ISO has eliminated the rules related to the selection of program 
participants.  In fact, of the four program components where participants must provide notice of 
their interest, only the demand response component includes any criteria in the event the ISO is 
required to exercise discretion.  These criteria are required because the demand response 
program, which must be administered manually, is limited to 100 assets and 100 MW (caps the 
ISO does not expect to hit).  Accordingly, there are criteria that the ISO may use to choose 
qualifying assets.     

As noted above, the rules regarding the remaining three program components where 
participants must provide notice of interest do not include any discretionary decision-making by 
the ISO.  The unused oil inventory program is self-limiting, given individual unit/station 
maximum inventory levels.  The unused LNG contract volume program has an overall cap, but 
explicitly states that the cap will be allocated based on a “first come, first served” basis.  
Regarding the dual fuel commissioning program, the ISO plans to accept all proposals that 

27 Last year, the ISO selected an “as bid” structure because the ISO planned to assess bids based on a number of 
factors other than cost.  In fact, the ISO did not use any criteria other than cost.   
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include, as required, plans that would render the generators capable of operating on oil by 
December 1, 2016.     

Although the individual program components include far less discretion than last year, 
the ISO did include “safety valve” provisions in the rules to allow the ISO to reject a generator or 
demand response asset that the ISO believes cannot participate.28  For example, if a unit that, 
based on the ISO’s experience, is expected to have sustained and repeated partial outages seeks 
to participate in the unused oil inventory component of the program, the outcome, absent the 
ISO’s exercise of the safety valve, would be that the region would pay the unit for the oil in its 
tank at the end of the winter when the unit was largely unable to burn that oil.29  That said, the 
ISO does not expect to use these safety valve provisions except where absolutely necessary to 
protect the region, and only when there is significant evidence that it is warranted. 

IV. THE COMPONENTS OF THE WINTER RELIABILITY PROGRAM 

Below, the ISO describes the six components of the Winter Reliability Program.   

A. Compensation for Unused Oil Inventory  

Pursuant to this component of the program, which is contained in Section III.K.3 of the 
rules, generators that have a minimum level of oil at the beginning of the winter will receive an 
end-of-season payment to offset the costs of unused oil inventory.  As noted above, by offsetting 
some (but not necessarily all) carrying costs of unused fuel, this compensation is intended to 
encourage generators to rely on upfront inventory rather than replenishment and to ensure that 
there is sufficient oil in tanks to meet the region’s needs in a cold winter.     

To participate in this component of the program, a Market Participant must notify the 
ISO by October 1 and include an estimate of its expected level of oil inventory on December 1.  
On December 1, that inventory must meet or exceed the lesser of (i) 85% of the usable fuel 
storage capability and (ii) supply sufficient to operate the generator for 10 days at full load. 30   
This minimum inventory level ensures that program dollars pay for inventory that is incremental 
to the oil that generators would have purchased absent the program.  Generators will have a 

28 See Section III.K.6(e) in the demand response rules (“The ISO may accept or reject any and all assets proposed for 
participation”) and Section III.K.2 (“The ISO reserves the right to reject any notice of proposed participation on any 
grounds, including the ISO’s concerns about the deliverability of the fuel or the past performance of the relevant 
Asset”). 
29 Full outages of the unit would disqualify it for compensation on a pro rata basis.  See III.K.3(d) and the discussion 
below regarding the performance adjustment in the oil and LNG components of the Winter Reliability Program. 
30 III.K.3(b). 

                                                 
 



Honorable Kimberly D. Bose 
July 11, 2014   
Page 11 
 
grace period until January 1 to reach their targets, although they will be compensated based on 
the oil in inventory on December 1.31 

At the end of the winter, program participants will be compensated for the lesser of their 
December 1 and March 15 inventory,32 subject to a cap that is the lesser of (i) 95% of the usable 
fuel storage capability and (ii) supply sufficient to operate the generator for 15 days at full 
load.33  While participants can fill their tanks back to their December 1 levels to maximize 
compensation, the ISO will monitor inventory levels of participants that add oil after February 1 
to ensure that the oil is used for energy and is not resold.   

Participants will be paid based on a set rate of $18/barrel.  This rate was developed by 
Analysis Group, which was asked to develop a rate that would offset most, but not necessarily 
all, costs of holding unused inventory at a level sufficient to meet the ISO’s inventory goals.34  
The rate represents the carrying costs, price risk, availability cost and liquidity risk of the last 
resource needed to meet a cumulative inventory of 3.5 million barrels of oil.35   

Payments will be reduced by a performance adjustment pursuant to which generators lose 
a pro rata portion of their payment when they are fully unavailable, unless the unavailability is 
due to a transmission outage.  Unlike last year, this is the only program penalty.   

B. Compensation for Unused LNG Contract Volume  

Pursuant to this component of the program, which is contained in Section III.K.4 of the 
rules, generators that contract for LNG will receive an end-of-season payment to offset the risk 
of unused contract volumes.  This portion of the Winter Reliability Program is intended to create 
incentives for generators to acquire LNG as a peaking fuel and to augment the use of pipeline 
gas.  

To participate in this component of the program, a Market Participant must notify the 
ISO by October 1 and describe the contract for which the Market Participant proposes to receive 

31 Id. 
32 The March 15 inventory excludes any oil added after March 1.  The ISO’s rules were amended by the Markets 
Committee at its June 10-11, 2014 meeting to move the date on which inventory is measured from March 1 to 
March 15.  The ISO did not oppose the amendment.  By moving the date and excluding oil added after March 1, the 
change effectively reduces the cost of this portion of the Winter Reliability Program. 
33 III.K.3(d).  This cap represents 3.8 million barrels of oil in the aggregate.  See the next section for more discussion 
on the calculation of the cap. 
34 For more information, see 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by Analysis 
Group (June 6, 2014) at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
35 “Further Explanation of Rate Calculations” by Analysis Group at p. 3 (May 28, 2014) at http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun32014/a02a_analysis_group_memo_05_28_1
4.pdf. 
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compensation.36  The ISO will provisionally accept, on a “first come/first served basis,” 
contracts up to the aggregate cap of 6 Bcf.37  In calculating this cap, the ISO considered the 
amount of LNG that could reasonably be used as a peaking product, and reviewed the latest ICF 
International analyses of LNG flows, including the capacity flow limits on the Algonquin and 
Tennessee pipelines.  As explained in the Brandien Testimony, because the total cap is relatively 
low, it is less likely than with the oil program that the LNG will be incremental to what may have 
already been available for use by generators in New England.38   

The 6 Bcf cap is equivalent to approximately 1 million barrels of oil.  With the unused oil 
inventory program, which has a cap of about 3.8 million barrels, total fuel inventory program 
compensation is limited to 4.8 million barrels.  As discussed in the Brandien Testimony, in 
calculating this overall maximum, the ISO considered the region’s needs for fuel in a cold 
winter, and referenced the need established last year using temperatures from winter 2003-04, 
the coldest winter in the last ten years.  At that time, the ISO concluded that New England would 
need about 4.2 million barrels of oil to meet the electric demand during a winter with 
temperatures like those experienced in 2003-04.  For the upcoming winter, the ISO also 
considered the retirements of Vermont Yankee and Salem Harbor, which are capable of 
producing energy equivalent to more than 4 million barrels of oil.39 

In sum, the combined maximum unused fuel inventory program cap, which is equivalent 
to 4.8 million barrels of oil, is still less than the amount of oil that would be needed by the 
current fleet (i.e., less Salem Harbor and Vermont Yankee) in the event of 2003-04 weather 
conditions.  The amount of the cold weather need, after adjustment for the retirements, ranges 
from 5.8 to 8.2 million barrels of oil, depending on whether the adjustment is for the retiring 
units’ full capability or the amount they produced last winter.40 

As a next step, generators must submit their executed contracts to the ISO by December 
1.  At that time, the generators must also submit a certificate, the form of which is attached to the 
rules, that confirms, among other things, that the contract has a “take or pay” construct.41  A 
“take or pay” construct is most comparable to the unused oil inventory component of the Winter 
Reliability Program, in that most of the costs are related to the unused volumes rather than total 
contract quantities.  Other constructs, such as options, have variable terms, including strike price, 
commodity cost (floating versus fixed), demand/reservation charges, and varying number of calls 

36 III.K.2 and III.K.4(b). 
37 III.K.4(b). 
38 Brandien Testimony at p. 10. 
39 Id. at 9-11.  See also the ISO’s Winter 2013-2014 Energy Needs Assessment (agenda item A2) that was presented 
to the April 17, 2013 joint meeting of the NEPOOL Markets and Reliability Committees at http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/apr172013/index.html.  
40 Id. 
41 III.K.4(c). 
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per contract, all of which create difficulty in understanding what is being delivered.  In addition, 
constructs other than “take or pay” often reflect financial, rather than physical, transactions. 

The December 1 certificate also requires the participant to specify the volume and term of 
the contract, the pipeline delivery point and the gas meter number, and to confirm that the 
contract includes pipeline transportation to the generator’s meter.42  There is no required 
minimum, unlike with the unused oil inventory program, because some generators require small 
amounts of LNG (e.g., for overnight starts only) and because the reliability need for New 
England can be met through the unused oil program alone.   

 As set out in Section III.K.4(e), a generator will be compensated at the end of the winter 
based on the lesser of December 1 and March 1 contract volumes, not to exceed the amount of 
fuel necessary to permit the generator to operate for four days at full load.  This amount of LNG  
would likely be used over more than four days of operation to augment access to pipeline gas.43    

The set rate at which generators will be compensated is $3/MMBTU.44  This rate is based 
on the oil program rate for a number of reasons.  Most significantly, as the region could meet its 
reliability needs using oil alone, the ISO cannot justify paying more for LNG.  Moreover, 
calculating an LNG-specific rate is challenging given the limited number of suppliers, the lack of 
transparency regarding the costs associated with LNG inventory, and the wide variation in 
contract terms.45   

The generators’ payments will be reduced by a performance adjustment.  As with the 
unused oil inventory portion of the Winter Reliability Program, the performance adjustment is 
simply the number of hours in which the generator was fully or partially available or in which 
there was a transmission outage rendering them fully unavailable, divided by the total number of 
winter hours.  This is the only program penalty. 

C. Incentives for Commissioning Dual Fuel Capacity  

Pursuant to this component of the program, which is contained in Section III.K.5 of the 
rules, gas-fired generators that commission or recommission dual fuel capability will be eligible 
for compensation to offset some of those costs.  Eligible generators are those that have not 
operated on oil since at least December 1, 2011.46  To participate in this component of the 

42 Id. 
43 Parent Testimony at p. 18. 
44 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by Analysis Group (June 6, 2014) at 11; 
at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
45 Parent Testimony at pp. 19-20. 
46 III.K.5(a). 
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program, a Market Participant must notify the ISO by December 1, 2014 and include a plan for 
commissioning, including a target date on or before December 1, 2016.47     

A generator will be compensated for its testing costs up to the amount of a unit-specific 
cap that will be calculated by the ISO based on a set of assumptions.  The sum will decrease for 
units commissioning after December 1, 2015, as the program is creating an incentive for 
generators to establish dual fuel capability as soon as possible.  Testing costs will be paid 
through Section III.1.5.2(e), which contains the dual fuel auditing rules that are included in this 
Winter Reliability Program.  In turn, those rules establish that audits are compensated through 
Net Commitment Period Compensation.48   

There are three conditions to successful commissioning, in addition to the date 
requirement.  These conditions are:  an oil tank that holds enough fuel to start the generator from 
a cold state and support its operation at its Economic Minimum Limit for the greater of four 
hours or the generator’s minimum run time; the ability to switch fuels within eight hours from an 
online state and, if the generator must shut down to switch, a return to operation at the Economic 
Minimum Limit within eight hours; and the ability to run on oil at the Economic Maximum 
Limit for one hour.49 

In addition to successfully commissioning, units participating in the program must 
maintain fuel inventory and perform annual audits.  Specifically, every successfully 
commissioned generator must have oil in its tank as of each December 1 through and including 
December 1, 2017 sufficient to start the generator from a cold state and support its operation at 
its Economic Minimum Limit for the greater of four hours or the generator’s minimum run 
time.50  In addition, commissioned generators must demonstrate their dual fuel and switching 
capability each year through 2018 by means of an audit.51  In the event a generator fails to meet 
one of these obligations, it must pay back its commissioning compensation on a pro rata basis.52   

D. Demand Response 

Appendix K includes a program for Market Participants to supply demand reductions 
upon dispatch to help maintain Thirty-Minute Operating Reserve during the winter. 53  The 
program is very similar to the demand response portion of last year’s winter program; 

47 III.K.5(b). 
48 III.K.5(b) and III.K.5(d). 
49 III.K.5(c). 
50 Generators that commission between December 1, 2014 and February 1, 2015 must also have this minimum 
amount of oil in their tanks within 15 days of commissioning.  See III.K.5(e). 
51 III.K.5(f). 
52 III.K.5(e)-(g). 
53  III.K.6. 
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specifically, like last year, the program is open to end-use facilities in New England that 
normally consume energy from the grid and are able to reduce demand in response to dispatch 
instructions, as well as to end-use facilities with behind-the-meter generation and facilities 
capable of producing net supply.   

As was the case last year, these assets may be new assets that are not otherwise 
participating in the wholesale markets, or may be Market Participants participating in FCM that 
have capacity in excess of that needed to meet their Capacity Supply Obligations in FCM.54  As 
they did last year, program participants will receive both monthly payments and “energy 
payments” in exchange for their availability during most hours of the day for dispatches that, in 
the aggregate, will not exceed 180 hours over the course of the winter.55  Like last year, the 
energy payment will be equal to the higher of $250/MWh or the Locational Marginal Price of the 
Load Zone in which the asset is located, multiplied by the MWh of demand reduction and net 
supply provided by the asset, and multiplied by an avoided energy loss factor of 1.065 for 
demand reductions produced. 56 

While the core of the program remains the same, a few changes have been proposed to 
ensure the consistency of the overall program design and to increase flexibility, often in response 
to Market Participants’ feedback.  These changes occur in five categories. 

First, the program will be limited to 100 assets at a level not to exceed 100 MW.57  This 
limitation is lower than last year’s cap of 200 assets, given the ISO’s experience last year with 
the amount of manual work required to calculate the performance and settlement computations.  
The limitation also serves as a ceiling that allows load to better estimate maximum program 
costs.  In any case, the cap on participation is not expected to be binding, given the level of 
participation last year and because Appendix K continues to allow Market Participants to 
aggregate individual end-use facilities into an asset, such that a portfolio of several end-use 
facilities will count as only one asset.   

Second, the monthly payment rate will be set administratively, rather than established by 
bid, to align with other aspects of the Winter Reliability Program.  The monthly payment rate 
will be $1.80/kW-month, which is equivalent to the rate for the unused oil inventory component 
of the program.58  Accordingly, rather than bidding in, Market Participants will provide notice as 

54 Id. 
55 Compensation is described in Section III.K.6(f) and dispatch in Section III.K.6(d). 
56 III.K.6(f). 
57  III.K.6(b). 
58 III.K.6(f).  See also 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by Analysis Group 
(June 6, 2014) at 15; at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
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of October 1 regarding their interest, and the ISO will select assets based on capacity, location 
and historic performance.59 

Third, the payment structure has also been modified to avoid potential double payment 
for net supply.  In some circumstances, a generation asset may be located at the same facility as 
the demand response asset participating in the Winter Reliability Program.  Section III.1 would 
provide energy payments to the generation asset for any net supply produced by the facility.  If 
unmodified, Section III.K.6 would also provide energy payments to the demand response asset 
for same net supply.  The modified market rule prevents paying twice for the same net supply by 
subtracting from the payment made to the demand response asset any energy payments made to 
generation assets located at the same retail delivery point for net supply that is coincident with 
the dispatch of the demand response asset.60 

Fourth, the penalty structure has been changed to eliminate the penalty for 
underperformance that could result in charges to Market Participants that exceed program 
revenues.  Instead, the demand response program will create incentives for performance by 
relying solely on the reductions in monthly payments that were in place last year; specifically, an 
asset that fails to achieve an average MW performance of at least 75 percent of its committed 
MW quantity in a month forfeits its capacity payment for that month, and for any other month 
during the term of the program for which such performance is utilized for settlement.61  Of 
course, participants will also forego energy payments if they do not perform.62    

Finally, Appendix K has been changed to make the dispatch requirements more flexible 
to better meet system operational needs and in response to participant feedback.  Last year, the 
program included up to ten long dispatches of 18 hours each.  This year, while the aggregate 
number of maximum dispatch hours remains the same, the program includes up to thirty shorter 
dispatches.63  This change meets both system operational needs – which may require demand 
reductions during both the daily morning ramp and evening peak – and the preference of assets 
providing demand response to limit their dispatch hours where possible.  As was the case last 
year, assets will be dispatched for their entire committed MW quantity unless the ISO deems that 
assets in a particular Dispatch Zone or assets larger than 5 MW should not be dispatched to 
address or prevent a local reliability issue.64 

59 III.K.6(e). 
60 III.K.6(f)(iii)-(iv). 
61 III.K.6(f)(i)-(ii). 
62 III.K.6(f)(iii)-(iv). 
63  III.K.6(d).  
64 III.K.6(d)(viii). 
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E. Partial Elimination of Higher-Priced Fuel Burn Requirement 

In this component of the Winter Reliability Program, the Filing Parties propose 
modifications to Appendix A of the Tariff to exempt Market Participants with dual fuel resources 
from certain requirements on days when the price of natural gas and the price of oil approach 
convergence and gas prices are volatile.  The Laurita Testimony includes more information on 
the changes to Appendix A. 

Currently, under Section III.A.3.2, the ISO’s Market Monitoring Department (the 
“IMM”) calculates the Reference Levels of a dual fuel resource based on the fuel price index of 
the least cost fuel, unless the Market Participant informs the IMM prior to submitting its Supply 
Offer that it intends to offer its resource on the higher cost fuel.  In that case, the IMM will 
calculate the resource’s Reference Level using that fuel index, but the Market Participant must 
provide the IMM written verification within five days as to the cause for the use of the higher 
cost fuel as well as evidence that the higher cost fuel was actually consumed.  If the Market 
Participant fails to do so, the IMM replaces the Market Participant’s Supply Offer with the 
Reference Level the IMM calculates for the resource based on the resource’s lower cost fuel.   

In 2013, as part of the initial winter reliability program, the Commission approved a rule 
temporarily superseding the then-existing requirement that Market Participants with dual fuel 
resources justify the use of the higher cost fuel in advance of submitting a Supply Offer on that 
fuel.65  This rule change was later moved to Appendix A,66 and has provided increased 
operational flexibility for dual fuel resources, thereby helping to address potential reliability 
concerns.   

The IMM has continued to review Appendix A, and, after a winter of experience under 
the existing rules, believes that it is appropriate to provide additional operational flexibility to 
Market Participants with dual fuel resources that offer on the higher cost fuel by exempting 
them, on days when the natural gas market is uncertain and volatile, from the requirements to 
justify the use of the fuel and demonstrate that the higher cost fuel was burned.67  Otherwise, the 
existing rule essentially restricts a Market Participant’s ability to effectively manage its fuel 
supply during times of uncertainty and price volatility in the natural gas markets when it is often 
difficult for a Market Participant to know, in advance of submitting a Supply Offer, which fuel – 
oil or natural gas – will be the least cost fuel.68 

 The IMM believes that the changes to the rules will give Market Participants with dual 
fuel resources more operational flexibility to manage their fuel supply and inventory, which can 
help ensure that they have fuel to satisfy their Energy Market Supply Offer obligations.  Market 

65 ISO New England Inc., 144 FERC 61,204 (2013). 
66 ISO New England Inc., Docket No. ER14-707-000 (Jan. 15. 2014) (unpublished letter order). 
67 Laurita Testimony at pp. 4-5. 
68 Id. at p. 6. 
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Participants that have invested in dual fuel capability can manage this price and quantity risk by 
choosing to burn fuel stored on-site in inventory on days of natural gas price and quantity 
uncertainty.  This operational flexibility benefits the Market Participant as well as the electricity 
market by increasing the likelihood that electricity will be supplied when needed.69    

The exemption from the requirement to justify and verify the use of the higher cost fuel 
will occur on days when the ratio of the resource’s higher priced fuel index price to the 
resource’s lower priced fuel index price is less than or equal to 1.75.  Such ratios indicate that 
natural gas prices, which historically have been significantly lower than oil prices outside the 
winter period, are approaching, and at times exceeding, oil prices.  This convergence occurs 
when gas pipelines are constrained due to increased demand for natural gas.70   

As explained in the Laurita Testimony, when convergence between prices occurs, 
depending on the location of their resource on a gas pipeline and the liquidity in the natural gas 
market, Market Participants can face extreme price volatility.  When the natural gas index price 
is low relative to the fuel oil index price (such that the ratio of the two would be high), the 
multiple trades along a single pipeline tend to be at a similar price, so the natural gas index price 
is likely to be representative of the fuel price faced by each of the resources on that pipeline.  On 
the other hand, as the natural gas index price increases relative to the fuel oil index (such that the 
ratio becomes smaller), the multiple trades along the pipeline tend to diverge.  The range or 
“spread” of the natural gas prices actually paid by buyers on the pipeline increases as the natural 
gas index price increases and eventually converges with the fuel oil index.  In these instances, 
prices are volatile, and the natural gas index price of any given pipeline is less likely to be 
representative of the price faced by any particular resource on that pipeline.71   

The two fuel indices used in the ratio calculation will be the same indices used to 
calculate the resource’s Reference Levels for the Day-Ahead Energy Market for that operating 
day.  Using these two indices ensures Market Participants transparency with respect to their fuel-
burn options when making decisions about offers in the Day-Ahead Energy Market, as they can 
calculate this simple metric before the start of the operating day.72    

The changes to Appendix A addressed in this Section IV.E will not expire at the end of 
the winter.  As explained above, the exemption from the verification requirement applies when 
there is uncertainty and price volatility in the natural gas market, which can occur at any time 
based on the natural gas market and pipeline infrastructure operating conditions.  The ISO 
believes that the additional flexibility provided to Market Participants with dual fuel resources 
should make it easier for Market Participants to manage the fuel supply of these resources in all 
conditions, not only during winter, and that the proposed changes are appropriate for all 

69 Id. at pp. 6-7. 
70 Id. at pp. 7-9. 
71 Id. 
72 Id. at p .8. 

                                                 
 



Honorable Kimberly D. Bose 
July 11, 2014   
Page 19 
 
operating conditions.  Accordingly, these changes are intended to remain in effect beyond the 
winter period.73 

As noted above, the rule changes provide operational flexibility by narrowing the 
circumstances in which dual fuel units offering on their higher-priced fuel will be required to 
verify and justify the use of that fuel.  While the risk of an exercise of market power exists, the 
potential payoff from offering on the higher cost fuel and burning the lower cost fuel is very low 
and the outcome of such a strategy uncertain when the ratio of a resource’s higher priced fuel 
index to its lower priced fuel index price is less than or equal to 1.75.74  In sum, then, the IMM 
believes that the benefits of this increase in operational flexibility outweigh any potential risks. 

F. Dual Fuel Auditing   

Last year, the ISO included rules in the Winter Reliability Program that compensated 
dual fuel generators if they were able to test their switching capability successfully.75  These tests 
of 13 units cost a total of $1.7 million, and provided ISO operators with increased certainty about 
the capability of the units and their expected performance in stressed conditions.  Specifically, 
the audits provided data on the operational readiness of a generator on a specific fuel, its 
maximum capability on a specific fuel, and its fuel switching parameters.76   

As further explained in the Brandien Testimony, the ISO would like to preserve this 
ability to conduct dual fuel audits, which enhance reliability at a relatively low cost.  Moreover, 
to the extent that generators are not maintaining their dual fuel capability because of the expense 
of testing, which they must bear in accordance with the existing market rules, the ISO believes 
that these rules will inexpensively eliminate that disincentive.77 

The rules are contained in Section III.1.5.2 of the Tariff.  This section contains the 
existing rules for ISO-initiated audits of generator operating parameters, including Economic 
Maximum Limit, start-up time, and Automatic Response Rate.  The proposed rules expand the 
list of auditable operating parameters to allow the ISO to initiate an audit of a dual fuel generator 
on a specific fuel. 

Section III.1.5.2(e) provides detail on the process for these dual fuel audits.  Specifically, 
the ISO must provide notice of the audit and consult with the Lead Market Participant to develop 
an audit plan.  The Lead Market Participant may propose the time and date of the audit within 
the ISO’s time frame and must provide notice of the selected time to the ISO.   

73 Id. at p. 14. 
74 Id. at pp. 12-13. 
75 ISO New England Inc., 144 FERC 61,204 (2013). 
76 Brandien Testimony at p. 13. 
77 Id. 
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As with all other audits conducted pursuant to Section III.1.5.2, generators subject to dual 
fuel audits will be compensated through Net Commitment Period Compensation for their audit 
costs, which are primarily their fuel costs.  The Energy Market offer flexibility rules, which will 
become effective in December, will ensure that resources are compensated properly.  Prior to 
these rules becoming effective, an interim compensation structure is necessary to compensate 
resources while auditing.  The structure, which is incorporated into Section III.1.5.2(e)(iii), 
clarifies that generators that clear in the Day-Ahead Energy Market and are then asked to audit 
on a fuel other than the fuel that formed the basis for their Supply Offer will be compensated for 
the difference in costs through real-time Net Commitment Period Compensation credits. 

As a final corollary to these rules, the Filing Parties are also including a change to 
Section III.A.5.5.5.1.   The change will subject audited resources to the same mitigation conduct 
test as if the resource was operated for reliability.  If the resource’s Supply Offer exceeds its 
Reference Level by more than 110%, the resource will be mitigated.  This change prevents a 
participant from submitting an uncompetitive supply offer knowing the resource will be 
dispatched for the audit.    

 
 

V. IMPLEMENTATION AND COSTS OF THE WINTER RELIABILITY 
PROGRAM 

This section outlines the process for participation in the Winter Reliability Program, the 
estimated costs of the fuel inventory, demand response and dual fuel commissioning components 
of the program, and the methodologies for cost allocation, handling defaults, and settlement. 

A. Process and Implementation 

As noted above, four of the components of the Winter Reliability Program require 
participants to provide a notice of intent to participate.  For the two fuel inventory programs and 
the demand response program, this notice is due on October 1, and the program period will run 
from December 1 through the end of the winter.  For the dual fuel commissioning program, the 
notice of intent to participate is due on December 1, and participants have up to two years to 
complete commissioning.  Notably, given the timing of these notices of intent, there will be 
inadequate time to amend the Winter Reliability Program if the fuel inventory components fail to 
attract participation, as they did last year.   

The two rule changes regarding dual fuel audits and partial elimination of the higher-cost 
fuel requirement are intended to remain in effect both during and after the winter period.   
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B. Costs 

The ISO asked Analysis Group to estimate the costs of the demand response, fuel 
inventory and dual fuel commissioning components of the Winter Reliability Program.78  As 
calculated by Analysis Group, the maximum cost of demand response component is $2.4 million.  
This calculation assumes 100 MW of participation, Energy payments at the average payment rate 
of last year’s program, and 50 hours of dispatch.79 

For the unused oil inventory and LNG contract volume components of the Program, 
Analysis Group calculated a range of outcomes based on how much of the fuel is used.  At the 
high end, assuming that 100% of the targeted amount of fuel is unused, the cost for these two 
program components is $82.6 million.80  

Finally, Analysis Group estimated maximum costs for the dual fuel commissioning 
program at $12.9 million for units that commission by December 1, 2015.  This calculation 
assumes that 12 units, totaling around 3,400 MW of winter capacity, are commissioned and each 
is compensated for 20 hours of testing and three cold start-ups.  If additional resources are 
commissioned by December 1, 2016, costs will increase.81  While the amount of that increase is 
unknown currently, it will be transparent as of December 1, 2014, at which point all notices of 
intent to participate must be submitted to the ISO.       

C. Cost Allocation, Default and Settlement  

Below, the Filing Parties discuss the allocation of Winter Reliability Program costs to 
stakeholders, the settlement of those costs, and management of any payment defaults. 

1. Cost Allocation 

Consistent with the Commission’s order on last year’s winter program, the costs of the 
demand response and fuel inventory programs will be allocated to Real-Time Load Obligation, 
excluding Real-Time Load Obligation associated with Dispatchable Asset Related Demand 
Resources (pumps only).82  The costs of dual fuel audits, both those described in Section III.1.5.2 
and those contemplated as compensation for the dual fuel commissioning program in Appendix 
K, will be allocated consistent with the methodology for all other ISO-initiated audits.  
Specifically, as set out in Section III.F.3.2.19, these costs are allocated to Real-Time Load 

78 For more information, see 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by Analysis 
Group (June 6, 2014) at pp. 12-16; at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
79 Id. at p. 15. 
80 Id. at p. 12.  The targeted amount used by Analysis Group was 3.54 million barrels of oil and 6.1 Bcf of gas. 
81 Id. at pp. 13-14. 
82 ISO New England Inc., 144 FERC 61,204 at P 70 (2013). 
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Obligation, excluding Real-Time Load Obligation associated with Dispatchable Asset Related 
Demand Resources (pumps only). 

2. Settlement and Default 

 As was the case with last year’s winter program, the ISO New England Inc. Financial 
Assurance Policy will not apply to the fuel inventory and demand response portions of Appendix 
K.  Instead, Appendix K is “ring-fenced” to mitigate risks.  Specifically, Section III.K.8 makes 
clear that participants in those components of the Winter Reliability Program will be paid in the 
month after the ISO collects program costs from Real-Time Load Obligation.  This additional 
month will facilitate full collection before payments are due.   

 In the event that there is a default by Real-Time Load Obligation, the ISO may utilize the 
set-off provisions of the ISO New England Billing Policy to recoup program charges.  If the full 
amount is still not collected, the shortfall will not be socialized to Market Participants, because 
there is no Financial Assurance to allay the risk of a socialized default.  Instead, any remaining 
shortfall will be allocated pro-rata to program payees.        

Compensation to Market Participants for the dual fuel commissioning services, as well as 
payments for other dual fuel audits in Section III.K.5, will be allocated and settled as set out in 
Section III.1.5.2.   

VI. STAKEHOLDER PROCESS 

NEPOOL considered and voted on portions of the Winter Reliability Program separately 
through the complete Participant Processes.  While most of the portions were vetted by the 
NEPOOL Markets Committee prior to consideration by the NEPOOL Participants Committee, 
some related auditing rule changes were considered and voted on separately by the NEPOOL 
Reliability Committee.   

A. Dual-Fuel Resource Auditing Changes 

On June 18, the NEPOOL Reliability Committee voted unanimously, on a show of hands, 
to recommend NEPOOL Participants Committee support for the dual fuel auditing revisions in 
Section III.1.5.2 and III.5.5.5.1.  Previously, at its June 10-11, 2014 meeting, the NEPOOL 
Markets Committee voted to recommend the compensation portion of those rules (Section 
III.1.5.2(e)(iii)) with a show of hands Vote.  On June 26, the NEPOOL Participants Committee 
voted unanimously to support all changes to Section III.1.5.2 and III.A.5.5.5.1 as part of its 
Consent Agenda.83  

83  The Consent Agenda for a Participants Committee meeting, similar to the Consent Agenda for a Commission 
open meeting, is a group of actions (each recommended by a Technical Committee or subgroup established by the 
Participants Committee) to be taken by the Participants Committee through approval of a single motion at a meeting.  
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B. Partial Elimination of the Higher Cost Fuel Requirement 

On June 10, the NEPOOL Markets Committee voted, based on a show of hands, to 
recommend NEPOOL Participants Committee support for the changes to Section III.A.3.2 
regarding the partial elimination of the higher cost fuel requirement.  The NEPOOL Participants 
Committee, at its June 26 meeting, unanimously voted to support these changes as part of its 
Consent Agenda.  

C. New Appendix K 

At its June 10-11 meeting, the NEPOOL Markets Committee considered and voted to 
recommend Participants Committee support for the version of Appendix K filed herewith with a 
Vote of 77.68% in favor.84  (The ISO’s original version received a vote of 92.64%.)  On June 26, 
with recommendation from the Markets Committee, the Participants Committee voted to support 
the filed version of Appendix K by a Vote of 90.95%.85 

VII. REQUESTED EFFECTIVE DATE  

The Filing Parties request that the Commission accept these Winter Reliability Program 
revisions as filed, without suspension or hearing, to be effective on September 9, 2014, which is 
60 days from the date of this filing. 

 
VIII. ADDITIONAL SUPPORTING INFORMATION 

Section 35.13 of the Commission’s regulations generally requires public utilities to file 
certain cost and other information related to an examination of traditional cost-of-service rates.86  
However, the Winter Reliability Program is not a traditional “rate,” and the ISO is not a 
traditional investor-owned utility.  In light of these circumstances, the Filing Parties submit the 
following additional information in substantial compliance with relevant provisions of Section 
35.13, and requests a waiver of Section 35.13 of the Commission’s regulations to the extent the 
content or form deviates from the specific technical requirements of the regulations. 

All recommendations voted on as part of the Consent Agenda are deemed to have been voted on individually and 
independently.  The Participants Committee’s approval of the June 26, 2014 Consent Agenda included its support 
for the dual-fuel resource auditing changes as well at the partial elimination of the higher cost fuel requirement. 
84  The individual Sector votes at the Markets Committee were Generation (8.58% in favor, 8.59% opposed, 2 abstentions), 
Transmission (17.17% in favor, 0% opposed, 1 abstention), Supplier (3.43% in favor, 13.74% opposed, 13 abstentions), 
Alternative Resources (14.17% in favor, 0% opposed, 5 abstentions), Publicly Owned Entity (17.17% in favor, 0% 
opposed), and End User (17.17% in favor, 0% opposed, 1 abstention). 
85  See Vote Tabulation from the June 26 Participants Committee meeting attached to this transmittal letter. 
86 18 C.F.R. § 35.13. 

________________________ 
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35.13(b)(1) - Materials included herewith are as follows:  

♦ This transmittal letter; 

♦ Tariff Sections III.A.3.2, III.A.5.5.5.1, Section III.1.5.2 and III.K; 87 

♦ Redlined Tariff Sections; 

♦ Vote Tabulation from June 26, 2014 Participants Committee meeting; 

♦ the Laurita Testimony; 

♦ the Parent Testimony; 

♦ the Brandien Testimony; and 

♦ A list of governors, utility regulatory agencies in Connecticut, Maine, 
Massachusetts, New Hampshire, Rhode Island and Vermont, and other entities to 
which a copy of this filing has been sent. 

35.13(b)(2) - The Filing Parties request that the revisions become effective on September 
9, 2014.  

35.13(b)(3) - Pursuant to Section 17.11(e) of the Participants Agreement, Governance 
Participants are being served electronically rather than by paper copy.  The names and addresses 
of the Governance Participants are posted on the ISO’s website at http://www.iso-
ne.com/regulatory/ferc/nepool/gov_prtcpnts_eserved.pdf.  A copy of this transmittal letter and 
the accompanying materials have also been sent to the governors and electric utility regulatory 
agencies for the six New England states that comprise the New England Control Area, the New 
England Conference of Public Utility Commissioners, Inc., and the New England States 
Committee on Electricity.  Their names and addresses are shown in the attached listing.  In 
accordance with Commission rules and practice, there is no need for the Governance Participants 
or the entities identified in the listing to be included on the Commission’s official service list in 
the captioned proceeding unless such entities become intervenors in this proceeding. 

35.13(b)(4) - A description of the materials submitted pursuant to this filing is contained 
in this Section VIII.  

35.13(b)(5) - The reasons for this filing are discussed in Section III of this transmittal 
letter. 

87 Because Section III.A will change on December 3 when the previously-filed Energy Market offer flexibility rules 
become effective, the ISO is making a separate filing of versions of Section III.A.3.2 and III.A.5.5.5.1 that integrates 
the changes proposed herein with the related Energy Market offer flexibility rules.  That separate filing will have an 
effective date of December 3.  The substance of none of the rules will be affected. 
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35.13(b)(6) - The ISO’s approval of the revisions is evidenced by this filing.  The 
outcome of the stakeholder process required by the Participants Agreement is discussed in 
Section VI of this transmittal letter. 

35.13(b)(7) - The Filing Parties do not have knowledge of any relevant expenses or costs 
of service that have been alleged or judged in any administrative or judicial proceeding to be 
illegal, duplicative, or unnecessary costs that are demonstrably the product of discriminatory 
employment practices. 

35.13(b)(8) – A form of notice and electronic media are no longer required for filings in 
light of the Commission’s Combined Notice of Filings notice methodology. 

35.13(c)(1) – The market rule change herein does not modify a traditional “rate,” and the 
statement required under this Commission regulation is not applicable to the instant filing. 

35.13(c)(2) – The ISO does not provide services under other rate schedules that are 
similar to the wholesale, resale and transmission services it provides under the Tariff. 

35.13(c)(3) - No specifically assignable facilities have been or will be installed or 
modified in connection with the revisions filed herein. 
 

IX. CONCLUSION 

For the reasons stated herein and in the accompanying testimony, the Filing Parties 
respectfully request that the Commission accept the Winter Reliability Program as filed, to be 
effective on September 9, 2014. 

Respectfully submitted, 
 
 
ISO NEW ENGLAND INC. NEW ENGLAND POWER POOL 
  PARTICIPANTS COMMITTEE 
 
 
By:  /s/ Maria Gulluni By:  /s/ Sebastian M. Lombardi 
Maria Gulluni Sebastian M. Lombardi, Esq. 
Deputy General Counsel Day Pitney LLP 
ISO New England Inc. 242 Trumbull Street 
One Sullivan Road Hartford, CT  06103 
Holyoke, MA 01040-2841 Tel:  (860) 275-0663 
(413) 535-4000 Fax:  (860) 881-2493 
 



STANDARD MARKET DESIGN  

 

III.1    Market Operations  

 

III.1.1    Introduction.  

This Market Rule 1 sets forth the scheduling, other procedures, and certain general provisions applicable 

to the operation of the New England Markets within the New England Control Area. The ISO shall 

operate the New England Markets in compliance with NERC, NPCC and ISO reliability criteria.  The ISO 

is the Counterparty for agreements and transactions with its Customers (including assignments involving 

Customers), including bilateral transactions described in Market Rule 1, and sales to the ISO and/or 

purchases from the ISO of energy, reserves, Ancillary Services, capacity, demand/load response, FTRs 

and other products, paying or charging (if and as applicable) its Customers the amounts produced by the 

pertinent market clearing process or through the other pricing mechanisms described in Market Rule 1.  

The bilateral transactions to which the ISO is the Counterparty (subject to compliance with the 

requirements of Section III.1.4) include, but are not limited to, Internal Bilaterals for Load, Internal 

Bilaterals for Market for Energy, Capacity Supply Obligation Bilaterals, Capacity Load Obligation 

Bilaterals, Supplemental Availability Bilaterals, and the transactions described in Sections III.9.4.1 

(internal bilateral transactions that transfer Forward Reserve Obligations), and III.13.1.6 (Self-Supplied 

FCA Resources). Notwithstanding the foregoing, the ISO will not act as Counterparty for the import into 

the New England Control Area, for the use of Publicly Owned Entities, of:  (1) energy, capacity, and 

ancillary products associated therewith, to which the Publicly Owned Entities are given preference under 

Articles 407 and 408 of the project license for the New York Power Authority’s Niagara Project; and (2) 

energy, capacity, and ancillary products associated therewith, to which Publicly Owned Entities are 

entitled under Article 419 of the project license for the New York Power Authority’s Franklin D. 

Roosevelt – St. Lawrence Project. This Market Rule 1 addresses each of the three time frames pertinent to 

the daily operation of the New England Markets: “Pre-scheduling” as specified in Section III.1.9, 

“Scheduling” as specified in III.1.10, and “Dispatch” as specified in III.1.11. This Market Rule 1 became 

effective on February 1, 2005.  

 

III.1.2    [Reserved.]  

 

III.1.3    Definitions.  

Whenever used in Market Rule 1, in either the singular or plural number, capitalized terms shall have the 

meanings specified in Section I of the Tariff.  Terms used in Market Rule 1 that are not defined in Section 



I shall have the meanings customarily attributed to such terms by the electric utility industry in New 

England or as defined elsewhere in the ISO New England Filed Documents.  Terms used in Market Rule 

1 that are defined in Section I are subject to the 60% Participant Vote threshold specified in Section 

11.1.2 of the Participants Agreement.  

 

III.1.3.1   [Reserved.]  

III.1.3.2  [Reserved.]  

III.1.3.3  [Reserved.]  

III.1.4    Requirements for Certain Transactions. 

 

III.1.4.1  ISO Settlement of Certain Transactions. 

The ISO will settle, and act as Counterparty to, the transactions described in Section III.1.4.2 if the 

transactions (and their related transactions) conform to, and the transacting Market Participants comply 

with, the requirements specified in Section III.1.4.3. 

 

III.1.4.2  Transactions Subject to Requirements of Section III.1.4. 

Transactions that must conform to the requirements of Section III.1.4 include:  Internal Bilaterals for 

Load, Internal Bilaterals for Market for Energy, Capacity Supply Obligation Bilaterals, Capacity Load 

Obligation Bilaterals, Supplemental Availability Bilaterals, and the transactions described in Sections 

III.9.4.1 (internal bilateral transactions that transfer Forward Reserve Obligations), and III.13.1.6 (Self-

Supplied FCA Resources).  The foregoing are referred to collectively as “Section III.1.4 Transactions,” 

and individually as a “Section III.1.4 Transaction.”  Transactions that conform to the standards are 

referred to collectively as “Section III.1.4 Conforming Transactions,” and individually as a “Section 

III.1.4 Conforming Transaction.” 

 

III.1.4.3  Requirements for Section III.1.4 Conforming Transactions. 

 

(a) To qualify as a Section III.1.4 Conforming Transaction, a Section III.1.4 Transaction must 

constitute an exchange for an off-market transaction (a “Related Transaction”), where the Related 

Transaction: 

 

(i) is not cleared or settled by the ISO as Counterparty; 

(ii) is a spot, forward or derivatives contract that contemplates the transfer of energy or a MW 

obligation to or from a Market Participant; 



(iii) involves commercially appropriate obligations that impose a duty to transfer electricity or a MW 

obligation from the seller to the buyer, or from the buyer to the seller, with performance taking 

place within a reasonable time in accordance with prevailing cash market practices; and 

(iv) is not contingent on either party to carry out the Section III.1.4 Transaction. 

 

(b) In addition, to qualify as a Section III.1.4 Conforming Transaction: 

 

(i) the Section III.1.4 Transaction must be executed between separate beneficial owners or separate 

parties trading for independently controlled accounts; 

(ii) the Section III.1.4 Transaction and the Related Transaction must be separately identified in the 

records of the parties to the transactions; and 

(iii) the Section III.1.4 Transaction must be separately identified in the records of the ISO. 

 

(c) As further requirements: 

 

(i) each party to the Section III.1.4 Transaction and Related Transaction must maintain, and produce 

upon request of the ISO, records demonstrating compliance with the requirements of Sections III.1.4.3(a) 

and (b) for the Section III.1.4 Transaction, the Related Transaction and any other transaction that is 

directly related to, or integrated in any way with, the Related Transaction, including the identity of the 

counterparties and the material economic terms of the transactions including their price, tenor, quantity 

and execution date; and 

(ii) each party to the Section III.1.4 Transaction must be a Market Participant that meets all 

requirements of the ISO New England Financial Assurance Policy. 

 

III.1.5    Resource Auditing. 

III.1.5.1  Claimed Capability Audits. 

III.1.5.1.1  General Audit Requirements. 

(a)   Three types of Claimed Capability Audits may be performed: 

(i) An Establish Claimed Capability Audit establishes the Generator Asset’s ability to respond to 

ISO dispatch instructions and to maintain performance at a specified output level for a 

specified duration. 

(ii) A Seasonal Claimed Capability Audit determines a Generator Asset’s capability to perform 

under specified summer and winter conditions for a specified duration. 



(iii) An ISO-Initiated Claimed Capability Audit is conducted by the ISO to verify the Generator 

Asset’s Establish Claimed Capability Audit value. 

(b) The Claimed Capability Audit value of a Generator Asset shall reflect any limitations based upon 

the interdependence of common elements between two or more Generator Assets such as:  

auxiliaries, limiting operating parameters, and the deployment of operating personnel. 

(c) The Claimed Capability Audit value of gas turbine, combined cycle, and pseudo-combined cycle 

assets shall be normalized to standard 90° (summer) and 20° (winter) temperatures. 

(d) The Claimed Capability Audit value for steam turbine assets with steam exports, combined cycle, 

or pseudo-combined cycle assets with steam exports where steam is exported for uses external to 

the electric power facility, shall be normalized to the facility’s Seasonal Claimed Capability 

steam demand. 

(e) A Claimed Capability Audit may be denied or rescheduled by the ISO if its performance will 

jeopardize the reliable operation of the electrical system. 

 

III.1.5.1.2  Establish Claimed Capability Audit. 

(a) The time and date of an Establish Claimed Capability Audit shall be unannounced. 

(b) For a newly commercial Generator Asset: 

(i) An Establish Claimed Capability Audit will be scheduled by the ISO within seven Business 

Days of the commercial operation date for all Generator Assets except: 

1. Non-intermittent daily cycle hydro;  

2. Non-intermittent net-metered, or special qualifying facilities that do not elect to 

audit as described in Section III.1.5.1.3; and 

3. Intermittent Generator Assets 

(ii) The Establish Claimed Capability Audit values for both summer and winter shall equal the 

mean net real power output demonstrated over the duration of the audit, as reflected in hourly 

revenue metering data, normalized for temperature and steam exports. 

(iii) The Establish Claimed Capability Audit values shall be effective as of the commercial 

operation date of the Generator Asset. 

(c) For Generator Assets with an Establish Claimed Capability Audit value: 

(i) An Establish Claimed Capability Audit may be performed at the request of a Market 

Participant in order to support a change in the summer and winter Establish Claimed 

Capability Audit values for a Generator Asset. 

(ii) An Establish Claimed Capability Audit shall be performed within seven Business Days of the 

date of the request. 



(iii) The Establish Claimed Capability Audit values for both summer and winter shall equal the 

mean net real power output demonstrated over the duration of the audit, as reflected in hourly 

revenue metering data, normalized for temperature and steam exports. 

(iv) The Establish Claimed Capability Audit values become effective seven Business Days 

following notification of the audit results to the Market Participant by the ISO. 

(v) A Market Participant may cancel an audit request prior to issuance of the audit Dispatch 

Instruction. 

(d) An Establish Claimed Capability Audit value may not exceed the maximum interconnected flow 

specified in the Network Resource Capability for the resource associated with the Generator 

Asset. 

(e) Establish Claimed Capability Audits shall be performed on Business Days between 0800 and 

2200. 

(f) To conduct an Establish Claimed Capability Audit, the ISO shall: 

(i) Notify the Designated Entity immediately prior to issuing the Dispatch Instruction that an 

audit will be conducted. 

(ii) Ensure that the Generator Asset is Self-Scheduled for the time to ramp to its full capability 

and for the duration of the Establish Claimed Capability Audit. 

(iii) Initiate an Establish Claimed Capability Audit by issuing a Dispatch Instruction ordering the 

asset’s net output to increase from the current operating level to its Real-Time High 

Operating Limit. 

(iv) Begin the audit with the first full clock hour after sufficient time has been allowed for the 

asset to ramp, based on its offered ramp rate from its current operating point to reach its Real-

Time High Operating Limit. 

(g) An Establish Claimed Capability Audit shall be performed for the following contiguous duration: 

 

 

Duration Required for an Establish Claimed Capability Audit 

Unit Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 4 

Combined Cycle 4 

Integrated Coal Gasification Combustion Cycle 4 

Pressurized Fluidized Bed Combustion 4 

Combustine Gas Turbine 1 



Internal Combustion Engine 1 

Hydraulic Turbine – Reversible 2 

Hydro-Conventional Daily Pondage 

Hydro-Conventional Run of River 

Hydro-Conventional Weekly 

2 

Wind 

Photovoltaic 

Fuel Cell 

2 

 

III.1.5.1.3.  Seasonal Claimed Capability Audits. 

(a) A Seasonal Claimed Capability Audit must be conducted by all Generator Assets except: 

(i) Non-intermittent daily hydro; and 

(ii) Intermittent, net-metered, and special qualifying facilities. Non-intermittent net-metered and 

special qualifying facilities may elect to perform Seasonal Claimed Capability Audits 

pursuant to Section III.1.7.11(c)(iv). 

(b) An Establish Claimed Capability Audit or ISO-Initiated Claimed Capability Audit that meets the 

requirements of a Seasonal Claimed Capability Audit in this Section III.1.5.1.3 may be used to 

fulfill a Generator Asset’s Seasonal Claimed Capability Audit obligation. 

(c) Except as provided in Section III.1.5.1.3(m) below, a summer Seasonal Claimed Capability Audit 

must be conducted: 

(i) At least once every Capability Demonstration Year; 

(ii) Either (1) at a mean ambient temperature during the audit that is greater than or equal to 80 

degrees Fahrenheit at the location of the Generator Asset, or (2) during an ISO-announced 

summer Seasonal Claimed Capability Audit window. 

(d) A winter Seasonal Claimed Capability Audit must be conducted: 

(i) At least once in the previous three Capability Demonstration Years, except that a newly 

commercial Generator Asset which becomes commercial on or after: 

(1) September 1 and prior to December 31 shall perform a winter Seasonal Claimed 

Capability Audit prior to the end of that Capability Demonstration Year. 

(2) January 1 shall perform a winter Seasonal Claimed Capability Audit prior to the 

end of the next Capability Demonstration Year. 

(ii) Either (1) at a mean ambient temperature during the audit that is less than or equal to 32 

degrees Fahrenheit at the location of the Generator Asset, or (2) during an ISO-announced 

winter Seasonal Claimed Capability Audit window. 



(e) A Seasonal Claimed Capability Audit shall be performed by operating the Generator Asset for the 

audit time period and submitting to the ISO operational data that meets the following 

requirements: 

(i) The Market Participant must notify the ISO of its request to use the dispatch to satisfy the 

Seasonal Claimed Capability Audit requirement by 5:00 p.m. on the seventh Business Day 

following the day on which the audit concludes. 

(ii) The notification must include the date and time period of the demonstration to be used for the 

Seasonal Claimed Capability Audit and other relevant operating data. 

(f) The Seasonal Claimed Capability Audit value (summer or winter) will be the mean net real power 

output demonstrated over the duration of the audit, as reflected in hourly revenue metering data, 

normalized for temperature and steam exports. 

(g) The Seasonal Claimed Capability Audit value (summer or winter) shall be the most recent audit 

data submitted to the ISO meeting the requirements of this Section III.1.5.1.3.  In the event that a 

Market Participant fails to submit Seasonal Claimed Capability Audit data to meet the timing 

requirements in Section III.1.5.1.3(c) and (d), the Seasonal Claimed Capability Audit value for 

the season shall be set to zero. 

(h) The Seasonal Claimed Capability Audit value shall become effective seven Business Days 

following notification of the audit results to the Market Participant by the ISO. 

(i) A Seasonal Claimed Capability Audit shall be performed for the following contiguous duration: 

 

Duration Required for a Seasonal Claimed Capability Audit 

Unit  Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 2 

Combined Cycle 2 

Integrated Coal Gasification Combustion Cycle 2 

Pressurized Fluidized Bed Combustion 2 

Combustion Gas Turbine 1 

Internal Combustion Engine 1 

Hydraulic Turbine-Reversible 2 

Hydro-Conventional Weekly 2 

 

(j) A Generator Asset that is on a planned outage that was approved in the ISO’s annual maintenance 

scheduling process during all hours that meet the temperature requirements for a Seasonal 



Claimed Capability Audit that is to be performed by the asset during that Capability 

Demonstration Year shall: 

(i) Submit to the ISO, prior to September 10, an explanation of the circumstances rendering it 

incapable of meeting these auditing requirements; 

(ii) Have its Seasonal Claimed Capability Audit value for the season set to zero; and  

(iii) Perform the required Seasonal Claimed Capability Audit on the next available day that meets 

the Seasonal Claimed Capability Audit temperature requirements. 

(k) A Generator Asset that does not meet the auditing requirements of this Section III.1.5.1.3 because 

(1) every time the temperature requirements were met at the Generator Asset’s location the ISO 

denied the request to operate to full capability, or (2) the temperature requirements were not met 

at the Generator Asset’s location during the Capability Demonstration Year during which the 

asset was required to perform a Seasonal Claimed Capability Audit during the hours 0700 to 2300 

for each weekday excluding those weekdays that are defined as NERC holidays, shall: 

(i) Submit to the ISO, prior to September 10, an explanation of the circumstances rendering it 

incapable of meeting these temperature requirements, including verifiable temperature data; 

(ii) Retain the current Seasonal Claimed Capability Audit value for the season; and 

(iii) Perform the required Seasonal Claimed Capability Audit during the next Capability 

Demonstration Year. 

(l) The ISO may issue notice of a summer or winter Seasonal Claimed Capability Audit window for 

some or all of the New England Control Area if the ISO determines that weather forecasts 

indicate that temperatures during the audit window will meet the summer or winter Seasonal 

Claimed Capability Audit temperature requirements.  A notice shall be issued at least 48 hours 

prior to the opening of the audit window.  Any audit performed during the announced audit 

window shall be deemed to meet the temperature requirement for the summer or winter audit.  In 

the event that five or more audit windows for the summer Seasonal Claimed Capability Audit 

temperature requirement, each of at least a four hour duration between 0700 and 2300 and 

occurring on a weekday excluding those weekdays that are defined as NERC holidays, are not 

opened for a Generator Asset prior to August 15 during a Capability Demonstration Year, a two-

week audit window shall be opened for that Generator Asset to perform a summer Seasonal 

Claimed Capability Audit, and any audit performed by that Generator Asset during the open audit 

window shall be deemed to meet the temperature requirement for the summer Seasonal Claimed 

Capability Audit.  The open audit window shall be between 0700 and 2300 each day during 

August 15 through August 31.  



(m) A Market Participant that is required to perform testing on a Generator Asset that is in addition to 

a summer Seasonal Claimed Capability Audit may notify the ISO that the summer Seasonal 

Claimed Capability Audit was performed in conjunction with this additional testing, provided 

that: 

(i) The notification shall be provided at the time the Seasonal Claimed Capability Audit data is 

submitted under Section III.1.5.1.3(e). 

(ii) The notification explains the nature of the additional testing and that the summer Seasonal 

Claimed Capability Audit was performed while the Generator Asset was online to perform 

this additional testing. 

(iii) The summer Seasonal Claimed Capability Audit and additional testing are performed during 

the months of June, July or August between the hours of 0700 and 2300. 

(iv) In the event that the summer Seasonal Claimed Capability Audit does not meet the 

temperature requirements of Section III.1.5.1.3(c)(ii), the summer Seasonal Claimed 

Capability Audit value may not exceed the summer Seasonal Claimed Capability Audit value 

from the prior Capability Demonstration Year. 

(v) This Section III.1.5.1.3(m) may be utilized no more frequently than once every three 

Capability Demonstration Years for a Generator Asset. 

 

III.1.5.1.4.  ISO-Initiated Claimed Capability Audits. 

(a) An ISO-Initiated Claimed Capability Audit may be performed by the ISO at any time. 

(b) An ISO-Initiated Claimed Capability Audit value shall replace the winter and summer Establish 

Claimed Capability Audit values for a Generator Asset, normalized for temperature and steam 

exports, except: 

(i) The Establish Claimed Capability Audit values may not exceed the maximum interconnected 

flow specified in the Network Resource Capability for that resource. 

(ii) An ISO-Initiated Claimed Capability Audit value shall not set the winter Establish Claimed 

Capability Audit value unless the ISO-Initiated Claimed Capability Audit was performed at a 

mean ambient temperature that is less than or equal to 32 degrees Fahrenheit at the Generator 

Asset location. 

(c) If a Market Participant submits pressure and relative humidity data for the previous Establish 

Claimed Capability Audit and the current ISO-Initiated Claimed Capability Audit, the Establish 

Claimed Capability Audit values derived from the ISO-Initiated Claimed Capability Audit will be 

normalized to the pressure of the previous Establish Claimed Capability Audit and a relative 

humidity of 64%. 



(d) Establish Claimed Capability Audit values derived from the ISO-Initiated Claimed Capability 

Audit shall become effective seven Business Days following notification of the audit results to 

the Market Participant by the ISO. 

(e) To conduct an ISO-Initiated Claimed Capability Audit, the ISO shall: 

(i) Notify the Designated Entity, immediately prior to issuing the Dispatch Instruction, that an 

audit will be conducted. 

(ii) Initiate an ISO-Initiated Claimed Capability Audit by issuing a Dispatch Instruction ordering 

the Generator Asset’s net output to increase from the current operating level to its Real-Time 

High Operating Limit. 

(iii) Begin the audit with the first full clock hour after sufficient time has been allowed for the 

Generator Asset to ramp, based on its offered ramp rate, from its current operating point to its 

Real-Time High Operating Limit. 

(f) An ISO-Initiated Claimed Capability Audit shall be performed for the following contiguous 

duration: 

 

 

Duration Required for an ISO-Initiated Claimed Capability Audit 

Unit Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 4 

Combined Cycle 4 

Integrated Coal Gasification Combustion Cycle 4 

Pressurized Fluidized Bed Combusion 4 

Combustion Gas Turbine 1 

Internal Combustion Engine 1 

Hydraulic Turbine – Reversible 2 

Hydro-Conventional Daily Pondage 

Hydro-Conventional Run of River 

Hydro-Conventional Weekly 

2 

Wind 

Photovoltaic 

Fuel Cell 

2 

 

 

 



III.1.5.2  ISO-Initiated Parameter Auditing. 

(a) The ISO may perform an audit of any Supply Offer or other operating parameter that impacts the 

ability of a Generator Asset to provide real-time energy or reserves. 

(b) Audits shall be performed using the following methods for the relevant parameter: 

(i) Economic Maximum Limit. The Generator Asset shall be evaluated based upon its ability to 

achieve the current offered Economic Maximum Limit value, through a review of historical 

dispatch data or based on a response to a current ISO-issued Dispatch Instruction. 

(ii) Manual Response Rate.  The Generator Asset shall be evaluated based upon its ability to 

respond to Dispatch Instructions at its offered Manual Response Rate, including hold points 

and changes in Manual Response Rates. 

(iii) Start-Up Time.  The Generator Asset shall be evaluated based upon its ability to achieve the 

offered Start-Up Time. 

(iv) Notification Time.  The Generator Asset shall be evaluated based upon its ability to close its 

output breaker within its offered Notification Time. 

(v) CLAIM10.  The Generator Asset shall be evaluated based upon its ability to reach its 

CLAIM10 value in accordance with Section III.9.5 of Market Rule 1. 

(vi) CLAIM30.  The Generator Asset shall be evaluated based upon its ability to reach its 

CLAIM30 value in accordance with Section III.9.5 of Market Rule 1. 

(vii) Automatic Response Rate.  The Generator Asset shall be analyzed, based upon a review of 

historical performance data, for its ability to respond to four-second ISO-issued electronic 

Dispatch Instructions. 

(viii) Dual Fuel Capability.  A Generator Asset that is capable of operating on multiple fuels may 

be required to audit on a specific fuel, as set out in Section III.1.5.2(e). 

(c) To conduct an audit based upon historical data, the ISO shall: 

(i) Obtain data through random sampling of generator performance in response to ISO Dispatch 

Instructions; or 

(ii) Obtain data through continual monitoring of generator performance in response to ISO 

Dispatch Instructions. 

(d) To conduct an unannounced audit, the ISO shall initiate the audit by issuing a Dispatch 

Instruction ordering the Generator Asset’s net output to change from the current operating level to 

a level that permits the ISO to evaluate the performance of the Generator Asset for the parameters 

being audited. 

(e) To conduct an audit of the capability of a Generator Asset described in Section III.1.5.2(b)(viii) to 

run on a specific fuel: 



(i) The ISO shall notify the Lead Market Participant if a Generator Asset is required to undergo 

an audit on a specific fuel.  The ISO, in consultation with the Lead Market Participant, shall 

develop a plan for the audit.  

(ii) The Lead Market Participant will have the ability to propose the time and date of the audit 

within the ISO’s prescribed time frame and must notify the ISO at least five business days in 

advance of the audit, unless otherwise agreed to by the ISO and the Lead Market Participant.  

(iii) Market Participants will be compensated for audits of dual fuel capability conducted under 
this Section III.1.5.2 pursuant to Appendix F.  If a Market Participant has a Generator Asset 
that cleared in the Day-Ahead Energy Market and the Market Participant is audited for all or 
part of the Generator Asset’s Day-Ahead schedule on a fuel other than the fuel that formed 
the basis of the Generator Asset's Supply Offer in the Day-Ahead Energy Market, and 
Appendix F would otherwise not compensate the Generator Asset on the higher-priced fuel, 
then the Market Participant will receive additional compensation equal to the difference 
between 1) the audit costs based on the cost-based Reference Levels calculated using the fuel 
on which the audit was performed and 2) amounts calculated for that same operation as 
reflected in the greater of the Day-Ahead Supply Offer and the cost-based Reference Levels 
calculated using the fuel on which the Day-Ahead Supply Offer was based.  Compensation 
pursuant to this Section III.1.5.2(e)(iii) shall be charged in accordance with Section 
III.F.3.2.19 of Appendix F.  
 

(f) To the extent that the audit results indicate a Market Participant is providing Supply Offer or 

other operating parameter values that are not representative of the actual capability of the 

Generator Asset, the values for the Generator Asset shall be restricted to those values that are 

supported by the audit. 

(g) In the event that a Generator Asset has had a parameter value restricted: 

(i) The Lead Market Participant may submit a restoration plan to the ISO to restore that 

parameter.  The restoration plan shall: 

1. Provide an explanation of the discrepancy; 

2. Indicate the steps that the Market Participant will take to re-establish the parameter’s 

value; 

3. Indicate the timeline for completing the restoration; and 

4. Explain the testing that the Market Participant will undertake to verify restoration of 

the parameter value upon completion. 

(ii) The ISO shall: 

1. Accept the restoration plan if implementation of the plan, including the testing plan, 

is reasonably likely to support the proposed change in the parameter value restriction; 



2. Coordinate with the Market Participant to perform required testing upon completion 

of the restoration; and 

3.Modify the parameter value restriction following completion of the restoration plan, 

based upon tested values. 

  

III.1.6    [Reserved.]  

III.1.6.1   [Reserved.]  

III.1.6.2   [Reserved.]  

III.1.6.3   [Reserved.]  

 

III.1.6.4  ISO New England Manuals and ISO New England Administrative 

Procedures.  

The ISO shall prepare, maintain and update the ISO New England Manuals and ISO New England 

Administrative Procedures consistent with the ISO New England Filed Documents. The ISO New 

England Manuals and ISO New England Administrative Procedures shall be available for inspection by 

the Market Participants, regulatory authorities with jurisdiction over the ISO or any Market Participant, 

and the public.  

 

III.1.7    General.  

III.1.7.1   Provision of Market Data to the Commission. 

The ISO will electronically deliver to the Commission, on an ongoing basis and in a form and manner 

consistent with its collection of data and in a form and manner acceptable to the Commission, data related 

to the markets that it administers, in accordance with the Commission’s regulations.  

 

III.1.7.2   [Reserved.]  

 

III.1.7.3   Agents.  

A Market Participant may participate in the New England Markets through an agent, provided that such 

Market Participant informs the ISO in advance in writing of the appointment of such agent. A Market 

Participant using an agent shall be bound by all of the acts or representations of such agent with respect to 

transactions in the New England Markets, and shall ensure that any such agent complies with the 

requirements of the ISO New England Manuals and ISO New England Administrative Procedures and the 

ISO New England Filed Documents.  

 



III.1.7.4   [Reserved.]  

III.1.7.5   [Reserved.]  

 

III.1.7.6  Scheduling and Dispatching.  

(a)  The ISO shall schedule Day-Ahead and schedule and dispatch in Real-Time Resources 

economically on the basis of least-cost, security-constrained dispatch and the prices and operating 

characteristics offered by Market Participants. The ISO shall schedule and dispatch sufficient Resources 

of the Market Participants to serve the New England Markets energy purchase requirements under normal 

system conditions of the Market Participants and meet the requirements of the New England Control Area 

for ancillary services provided by such Resources. The ISO shall use a joint optimization process to serve 

Real-Time Energy Market energy requirements and meet Real-Time Operating Reserve requirements 

based on a least-cost, security-constrained economic dispatch.  

 

(b)  In the event that one or more Resources cannot be scheduled in the Day-Ahead Energy Market 

on the basis of a least-cost, security-constrained dispatch as a result of one or more Self-Schedule offers 

contributing to a transmission limit violation, the following scheduling protocols will apply:  

 

 (i)  When a single Self-Schedule offer contributes to a transmission limit violation, the Self-

Schedule offer will not be scheduled for the entire Self-Schedule period in development of Day-

Ahead schedules.  

 

(ii)  When two Self-Schedule offers contribute to a transmission limit violation, parallel 

clearing solutions will be executed such that, for each solution, one of the Self-Schedule offers 

will be omitted for its entire Self-Schedule period. The least cost solution will be used for 

purposes of determining which Resources are scheduled in the Day-Ahead Energy Market.  

 

(iii)  When three or more Self-Schedule offers contribute to a transmission limit violation, the 

ISO will determine the total daily MWh for each Self-Schedule offer and will omit Self-Schedule 

offers in their entirety, in sequence from the offer with the least total daily MWh to the offer with 

the greatest total MWh, stopping when the transmission limit violation is resolved.  

 

(c)  Scheduling and dispatch shall be conducted in accordance with the ISO New England Filed 

Documents.  

 



(d)  The ISO shall undertake, together with Market Participants, to identify any conflict or 

incompatibility between the scheduling or other deadlines or specifications applicable to the New 

England Markets, and any relevant procedures of another Control Area, or any tariff (including the 

Transmission, Markets and Services Tariff). Upon determining that any such conflict or incompatibility 

exists, the ISO shall propose tariff or procedural changes, or undertake such other efforts as may be 

appropriate, to resolve any such conflict or incompatibility.  

 

III.1.7.7   Energy Pricing.  

The price paid for energy bought and sold by the ISO in the New England Markets will reflect the hourly 

Locational Marginal Price at each Location, determined by the ISO in accordance with the ISO New 

England Filed Documents. Congestion Costs, which shall be determined by differences in the Congestion 

Component of Locational Marginal Prices in an hour caused by constraints, shall be calculated and 

collected, and the resulting revenues disbursed, by the ISO in accordance with this Market Rule 1. Loss 

costs associated with Pool Transmission Facilities, which shall be determined by the differences in Loss 

Components of the Locational Marginal Prices in an hour, shall be calculated and collected, and the 

resulting revenues disbursed, by the ISO in accordance with this Market Rule 1.  

 

III.1.7.8   Market Participant Resources.  

A Market Participant may elect to Self-Schedule its Resources in accordance with and subject to the 

procedures specified in this Market Rule 1 and the ISO New England Manuals.  

 

III.1.7.9   Real-Time Reserve Prices.  

The price paid by the ISO for the provision of Real-Time Operating Reserve in the New England Markets 

will reflect the integrated hourly Real-Time Reserve Clearing Prices determined by the ISO in accordance 

with the ISO New England Filed Documents for the system and each Reserve Zone.  

 

III.1.7.10   Other Transactions.  

(a)  Market Participants may enter into internal bilateral transactions and External Transactions for 

the purchase or sale of energy or other products to or from each other or any other entity, subject to the 

obligations of Market Participants to make  resources with a Capacity Supply Obligation available for 

dispatch by the ISO. External Transactions that contemplate the physical transfer of energy or obligations 

to or from a Market Participant shall be reported to and coordinated with the ISO in accordance with this 

Market Rule 1 and the ISO New England Manuals.  

 



(b)  [Reserved.]  

(c)  [Reserved.]  

 

III.1.7.11   Seasonal Claimed Capability of a Generating Capacity Resource. 

(a) A Seasonal Claimed Capability value must be established and maintained for all Generating 

Capacity Resources.  A summer Seasonal Claimed Capability is established for use from June 1 

through September 30 and a winter Seasonal Claimed Capability is established for use from 

October 1 through May 31. 

(b) The Seasonal Claimed Capability of a Generating Capacity Resource is the sum of the Seasonal 

Claimed Capabilities of the Generator Assets that are associated with the Generating Capacity 

Resource. 

(c) The Seasonal Claimed Capability of a Generator Asset is: 

(i) Based upon review of historical data for non-intermittent daily cycle hydro. 

(ii) The median net real power output during reliability hours, as described in Section III.13.1.2.2.2, 

for (1) intermittent facilities, and (2) netmetered and special qualifying facilities that do not elect 

to audit, as reflected in hourly revenue metering data. 

(iii) For non-intermittent net-metered and special qualifying facilities that elect to audit, the minimum 

of (1) the Generator Asset’s current Seasonal Claimed Capability Audit value, as performed 

pursuant to Section III.1.5.1.3; (2) the Generator Asset’s current Establish Claimed Capability 

Audit value; and (3) the median hourly availability during hours ending 2:00 p.m. through 6:00 

p.m. each day of the preceding June through September for Summer and hours ending 6:00 p.m. 

and 7:00 p.m. each day of the preceding October through May for Winter.  The hourly 

availability: 

a. For a Generator Asset that is available for commitment and following Dispatch 

Instructions, shall be the asset’s Economic Maximum Limit, as submitted or redeclared. 

b. For a Generator Asset that is off-line and not available for commitment shall be zero. 

c. For a Generator Asset that is on-line but not able to follow Dispatch Instructions, shall be 

the asset’s metered output. 

(iv) For all other Generator Asets, the minimum of:  (1) the Generator Asset’s current Establish 

Claimed Capability Audit value and (2) the Generator Asset’s current Seasonal Claimed 

Capability Audit value, as performed pursuant to Section III.1.5.1.3. 

 

III.1.7.12   [Reserved.]  

III.1.7.13   [Reserved.]  



III.1.7.14   [Reserved.]  

III.1.7.15   [Reserved.]  

III.1.7.16   [Reserved.]  

 

III.1.7.17   Operating Reserve. 

The ISO shall schedule to the Operating Reserve and load-following requirements of the New England 

Control Area and the New England Markets in scheduling Resources pursuant to this Market Rule 1. 

Reserve requirements for the Forward Reserve Market are determined in accordance with the 

methodology specified in Section III.9.2 of Market Rule 1. Operating Reserve requirements for Real-

Time dispatch within an Operating Day are determined in accordance with ISO New England Operating 

Procedure No. 8, Operating Reserve and Regulation.  

 

III.1.7.18   Regulation.  

(a)  Regulation shall be supplied from generators located within the metered electrical boundaries of 

the New England Control Area. Market Participants offering Regulation shall comply with applicable 

standards and requirements for Regulation capability and dispatch specified in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 

 (b)  The ISO shall obtain and maintain an amount of Regulation equal to the New England Control 

Area Regulation objective as specified in the ISO New England Manuals and ISO New England 

Administrative Procedures.  

 

(c)  The Regulation range of a unit shall be at least twice the amount of Regulation assigned and no 

less than the minimum specified in the ISO New England Manuals and ISO New England Administrative 

Procedures.  

 

(d)  A unit that is providing Regulation shall have its energy dispatch range reduced by twice the 

amount of the Regulation provided. The amount of Regulation provided by a unit shall serve to redefine 

the Economic Minimum Limit and Economic Maximum Limit of that unit, in that the amount of 

Regulation shall be added to the unit's Economic Minimum Limit or automatic low limit while regulating, 

whichever is greater, and subtracted from its Economic Maximum Limit or automatic high limit, which 

ever is less. Qualified Regulation must satisfy the verification tests described in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 



III.1.7.19   Ramping.  

A generating unit dispatched by the ISO pursuant to a control signal appropriate to increase or decrease 

the unit’s megawatt output level shall be able to change output at the ramping rate specified in the Offer 

Data submitted to the ISO for that unit and shall be subject to sanctions for failure to comply as described 

in Appendix B.  

 

III.1.7.19A   Real-Time Reserve.  

(a)  Real-Time TMSR, TMNSR, TMOR and Real-Time Replacement Reserve, if applicable, shall be 

supplied from Resources located within the metered boundaries of the New England Control Area subject 

to the condition set forth in Section III.1.7.19A(c) below. The ISO shall designate Operating Reserve in 

Real-Time only to Market Participant Resources that comply with the applicable standards and 

requirements for provision and dispatch of Operating Reserve capability as specified in the ISO New 

England Manuals and ISO New England Administrative Procedures.  

 

(b)  The ISO shall endeavor to procure and maintain an amount of Operating Reserve in Real-Time 

equal to the system and locational Operating Reserve requirements as specified in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 

(c)  External Resources will be permitted to participate in the Real-Time reserve market when the 

respective Control Areas implement the technology and processes necessary to support recognition of 

Operating Reserves from external Resources.  

 

III.1.7.20   Information and Operating Requirements.  

(a)  [Reserved.]  

 

(b)  Market Participants selling from Resources within the New England Control Area shall: supply 

to the ISO all applicable Offer Data; report to the ISO units that are Self-Scheduled; report to the ISO 

External Transaction sales; confirm to the ISO bilateral sales to Market Participants within the New 

England Control Area; respond to the ISO’s directives to start, shutdown or change output levels of 

generating units, or change scheduled voltages or reactive output levels; continuously maintain all Offer 

Data concurrent with on-line operating information; and ensure that, where so equipped, generating 

equipment is operated with control equipment functioning as specified in the ISO New England Manuals 

& ISO New England Administrative Procedures.   

 



(c)  Market Participants selling from Resources outside the New England Control Area shall:  

provide to the ISO all applicable Offer Data, including offers specifying amounts of energy available, 

hours of availability and prices of energy and other services; respond to ISO directives to schedule 

delivery or change delivery schedules; and communicate delivery schedules to the source Control Area 

and any intermediary Control Areas.  

 

(d)  Market Participants, as applicable, shall:  respond or ensure a response to ISO directives for load 

management steps; report to the ISO all bilateral purchase transactions including External Transaction 

purchases; and respond or ensure a response to other ISO directives such as those required during 

Emergency operation.  

 

(e)   Market Participant, as applicable, shall provide to the ISO requests to purchase specified amounts 

of energy for each hour of the Operating Day during which it intends to purchase from the Day-Ahead 

Energy Market, along with Dispatch Rate levels above which it does not desire to purchase.  

 

(f) Market Participants are responsible for reporting to the ISO anticipated availability and other 

information concerning generating Resources and Dispatchable Asset Related Demand Resources 

required by the ISO New England Operating Documents, including but not limited to the Market 

Participant’s ability to procure fuel and physical limitations that could reduce Resource output for the 

pertinent Operating Day. 

 

III.1.8    [Reserved.]  

III.1.9    Pre-scheduling.  

III.1.9.1   [Reserved.]  

III.1.9.2   [Reserved.]  

III.1.9.3   [Reserved.]  

III.1.9.4   [Reserved.]  

III.1.9.5   [Reserved.]  

III.1.9.6   [Reserved.]  

 

III.1.9.7   Market Participant Responsibilities.  

Market Participants authorized and intending to request market-based Start-Up Fees and No-Load Fee in 

their Offer Data shall submit a specification of such fees to the ISO for each generating unit as to which 

the Market Participant intends to request such fees. Any such specification shall identify the applicable 



period and be submitted on or before the applicable deadline specified in the ISO New England Manuals 

and ISO New England Administrative Procedures and shall remain in effect without change throughout 

each such period for which a specification was submitted. The ISO shall reject any request for Start-Up 

Fees and No-Load Fee in a Market Participant’s Offer Data that does not conform to the Market 

Participant’s specification on file with the ISO.  

 

III.1.9.8   [Reserved.]  

III.1.10   Scheduling.  

 

III.1.10.1   General.  

(a)  The ISO shall administer scheduling processes to implement a Day-Ahead Energy Market and a 

Real-Time Energy Market.  

 

(b)  The Day-Ahead Energy Market shall enable Market Participants to purchase and sell energy 

through the New England Markets at Day-Ahead Prices and enable Market Participants to submit 

External Transactions conditioned upon Congestion Costs not exceeding a specified level. Market 

Participants whose purchases and sales and External Transactions are scheduled in the Day-Ahead Energy 

Market shall be obligated to purchase or sell energy or pay Congestion Costs and costs for losses, at the 

applicable Day-Ahead Prices for the amounts scheduled.  

 

(c)  In the Real-Time Energy Market,   

 

(i)  Market Participants that deviate from the amount of energy purchases or sales scheduled 

in the Day-Ahead Energy Market shall replace the energy not delivered with energy from the 

Real-Time Energy Market or an internal bilateral transaction and shall pay for such energy not 

delivered, net of any internal bilateral transactions, at the applicable Real-Time Price, unless 

otherwise specified by this Market Rule 1, and  

 

(ii) Non-Market Participant Transmission Customers shall be obligated to pay Congestion 

Costs and costs for losses for the amount of the scheduled transmission uses in the Real-Time 

Energy Market at the applicable Real-Time Congestion Component and Loss Component price 

differences, unless otherwise specified by this Market Rule 1.  

 



(d)  The following scheduling procedures and principles shall govern the commitment of Resources 

to the Day-Ahead Energy Market and the Real-Time Energy Market over a period extending from one 

week to one hour prior to the Real-Time dispatch. Scheduling encompasses the Day-Ahead and hourly 

scheduling process, through which the ISO determines the Day-Ahead Energy Market schedule and 

determines, based on changing forecasts of conditions and actions by Market Participants and system 

constraints, a plan to serve the hourly energy and reserve requirements of the New England Control Area 

in the least costly manner, subject to maintaining the reliability of the New England Control Area. 

Scheduling of External Transactions in the Real-Time Energy Market is subject to Section II.44 of the 

OATT.  

 

(e)  If the ISO’s forecast for the next seven days projects a likelihood of Emergency Condition, the 

ISO may commit, for all or part of such seven day period, to the use of generating Resources with 

notification time greater than 24 hours as necessary in order to alleviate or mitigate such Emergency, in 

accordance with the Market Participants’ binding Supply Offers for such units, as submitted in 

accordance with Section 1.10.1A(f), for such periods and the specifications in the ISO New England 

Manuals and ISO New England Administrative Procedures and such Resources shall be treated as Pool-

Scheduled Resources and shall be eligible to receive NCPC Credits under Section III.3.2.3 in accordance 

with the binding Supply Offers submitted.  

 

III.1.10.1A   Day-Ahead Energy Market Scheduling.  

The following actions shall occur not later than 10:00 a.m. on the day before the Operating Day for which 

transactions are being scheduled, or such other deadline as may be specified by the ISO in order to 

comply with the practical requirements and the economic and efficiency objectives of the scheduling 

process specified in this Market Rule 1.  

 

(a)  Each Market Participant may submit to the ISO specifications of the amount and location of its 

customer loads and/or energy purchases to be included in the Day-Ahead Energy Market for each hour of 

the next Operating Day, such specifications to comply with the requirements set forth in the ISO New 

England Manuals and ISO New England Administrative Procedures. Each Market Participant shall 

inform the ISO of (i) the prices, if any, at which it desires not to include its load in the Day-Ahead Energy 

Market rather than pay the Day-Ahead Price, (ii) hourly schedules for Resource increments, including 

hydropower units, Self-Scheduled by the Market Participant; and (iii) the Decrement Bid at which each 

such Self-Scheduled Resource will disconnect or reduce output, or confirmation of the Market 



Participant’s intent not to reduce output. Price-sensitive Demand Bids and Decrement Bids must be equal 

to or greater than zero and shall not exceed the energy Supply Offer limitation specified in this Section.  

 

(b)  [Reserved.]  

 

(c)  All Market Participants shall submit to the ISO schedules for any External Transactions involving 

use of generating Resources or the New England Transmission System as specified below, and shall 

inform the ISO whether the transaction is to be included in the Day-Ahead Energy Market. Any Market 

Participant that elects to include an External Transaction in the Day-Ahead Energy Market may specify 

the price (such price not to exceed the maximum price that may be specified in the ISO New England 

Manuals and ISO New England Administrative Procedures), if any, at which it will be curtailed rather 

than pay Congestion Costs. The foregoing price specification shall apply to the price difference between 

the Locational Marginal Prices for specified External Transaction source and sink points in the Day-

Ahead scheduling process only. Any Market Participant that deviates from its Day-Ahead External 

Transaction schedule or elects not to include its External Transaction in the Day-Ahead Energy Market 

shall be subject to Congestion Costs in the Real-Time Energy Market in order to complete any such 

scheduled External Transaction. A priced External Transaction that clears in the Day-Ahead Energy 

Market will be considered tied within economic merit with a Self-Scheduled External Transaction 

submitted to the Real-Time Energy Market, unless the Market Participant modifies the price component 

of its Real-Time offer during the Re-Offer Period. Scheduling of External Transactions shall be 

conducted in accordance with the specifications in the ISO New England Manuals and ISO New England 

Administrative Procedures and the following requirements:  

 

 (i)  Market Participants shall submit schedules for all External Transaction purchases for 

delivery within the New England Control Area from Resources outside the New England Control 

Area;  

 

(ii)  Market Participants shall submit schedules for External Transaction sales to entities 

outside the New England Control Area from Resources within the New England Control Area;  

 

(iii)  If the sum of all submitted fixed External Transaction purchases less External 

Transaction sales exceeds the import capability associated with the applicable External Node, the 

offer prices for all fixed External Transaction purchases at the applicable External Node shall be 

set equal to $0.0/MWh; and  



 

(iv)  If the sum of all submitted fixed External Transaction sales less External Transaction 

purchases exceeds the export capability associated with the applicable External Node, the offer 

prices for all fixed External Transaction sales at the applicable External Node shall be set equal to 

$1,000/MWh.  

 

(d)  Market Participants selling into the New England Markets, from either internal Resources or 

External Resources, shall submit Supply Offers or External Transactions for the supply of energy 

(including energy from hydropower units), and Demand Bids for the consumption of energy, Regulation, 

Operating Reserve or other services as applicable, for the following Operating Day. Supply Offers shall 

be submitted to the ISO in the form specified by the ISO and shall contain the information specified in the 

ISO’s Offer Data specification, as applicable.  External Transactions shall be submitted to the ISO 

according to Section III.1.10.7 of this Market Rule 1.  The ISO shall not consider Start-Up Fees, No-Load 

Fee, notification times or any other inter-temporal parameters in scheduling or dispatching External 

Transactions.  

 

Energy offered from generating Resources without a Capacity Supply Obligation shall not be supplied 

from Resources that are included in or otherwise committed to supply the operating reserve requirements 

of another Control Area. All Supply Offers and Demand Bids:  

 

(i)  Shall specify the Resource and energy for each hour in the offer period;  

 

(ii)  Shall specify the amounts and prices for the entire Operating Day for each Resource 

offered by the Market Participant to the ISO;  

 

(iii)  If based on energy from a specific generating unit internal to the New England Control 

Area, may specify Start-Up Fees and No-Load Fee equal to the specification of such fees for such 

unit on file with the ISO (Market Participant changes to the Start-Up Fee and No-Load Fee can 

only occur during the open periodic bidding enrollment periods (daily));  

 

(iv)  Shall set forth any special conditions upon which the Market Participant proposes to 

supply a Resource increment;  

 



(v)  Shall specify a minimum run time to be used for scheduling purposes that does not 

exceed 24 hours for a generating Resource;  

 

(vi)  Shall constitute an offer to submit the generating Resource increment to the ISO for 

scheduling and dispatch in accordance with the terms of the Supply Offer, where such Supply 

Offer, with regard to operating limits, shall specify changes to the Economic Maximum Limit, 

Economic Minimum Limit and Emergency Minimum Limit from those submitted as part of the 

Resource’s Offer Data to reflect the physical operating characteristics and/or availability of the 

Resource, except that, for a Self-Scheduled Resource, the Economic Minimum Limit may be 

revised to reflect the Self-Scheduled output level of the Resource and for a Limited Energy 

Resource, the Economic Maximum Limit may be revised to reflect maximum energy available 

for the Operating Day, which offer shall remain open through the Operating Day for which the 

Supply Offer is submitted;  

 

(vii)  Shall constitute an offer to submit the Dispatchable Asset Related Demand Resource 

increment to the ISO for scheduling and dispatch in accordance with the terms of the Demand 

Bid, where such Demand Bid, with regard to operating limits, shall specify changes to the 

Maximum Consumption Limit and Minimum Consumption Limit from those submitted as part of 

the Resource’s Offer Data to reflect the physical operating characteristics and/or availability of 

the Resource, except that, for a Self-Scheduled Resource, the Minimum Consumption Limit may 

be revised to reflect the Self-Scheduled consumption level of the Resource;  

 

(viii)  Shall be final as to the price or prices at which the Market Participant proposes to supply 

or consume energy or other services to the New England Markets, such price or prices for 

Resources or portions of Resources scheduled in the Day-Ahead Energy Market being guaranteed 

by the Market Participant for the period extending through the end of the following Operating 

Day or, in the case of a generating Pool-Scheduled Resource continuing to run into the second 

Operating Day to satisfy its minimum run time, such price or prices being guaranteed by the 

Market Participant for the period extending into the second Operating Day that satisfies the 

Resource’s minimum run time; and  

 

(ix)  Shall not specify an energy offer or bid price below $0/MWh or above $1,000/MWh.  

 



(e)  A Market Participant that wishes to make a Resource available to sell Regulation service shall 

submit a Supply Offer for Regulation that shall specify the Automatic Response Rate in megawatts per 

minute, the price in dollars per MWh of the Regulation capability being offered, such Regulation 

capability as calculated by the ISO by multiplying the submitted Automatic Response Rate by five 

minutes, and such other information specified by the ISO as may be necessary to evaluate the Supply 

Offer and the generating Resource’s Regulation Opportunity Costs. The price of the Supply Offer shall 

not exceed $100/MWh. Qualified Regulation capability must satisfy the verification tests specified in the 

ISO New England Manuals and ISO New England Administrative Procedures. Regulation capability 

amounts will be adjusted as necessary in the case where a generating unit’s compliance rating is less than 

90%. The audited Regulation capability will be deemed equal to the most recently calculated compliance 

rating times the 5-minute Regulation capability quantities utilized in that compliance rating calculation, 

rounded to the nearest whole megawatt.  The Resource’s Automatic Response Rate will then be adjusted 

based upon the audited Regulation capability.  

 

(f)  Each Market Participant owning or controlling the output of a resource with a Capacity Supply 

Obligation shall submit a forecast of the availability of each such resource for the next seven days. A 

Market Participant may submit a non-binding forecast of the price at which it expects to offer a 

generating Resource increment to the ISO over the next seven days.  

 

(g)  Each Supply Offer or Demand Bid by a Market Participant of a Resource shall remain in effect 

for subsequent Operating Days until superseded or canceled except in the case of an External Resource 

and an External Transaction purchase, in which case, the Supply Offer shall remain in effect for the 

applicable Operating Day and shall not remain in effect for subsequent Operating Days.   

 

(h)  The ISO shall post on the internet the total hourly loads including Decrement Bids scheduled in 

the Day-Ahead Energy Market, as well as the ISO’s estimate of the Control Area hourly load for the next 

Operating Day.  

 

(i)  In determining Day-Ahead schedules, in the event of multiple marginal Supply Offers, Increment 

Offers and/or External Transaction purchases at a pricing location, the ISO shall clear the marginal 

Supply Offers, Increment Offers and/or External Transaction purchases proportional to the amount of 

energy (MW) from each marginal offer and/or External Transaction at the pricing location.  The 

Economic Maximum Limits and Economic Minimum Limits are not used in determining the amount of 

energy (MW) in each marginal Supply Offer to be cleared on a pro-rated basis.  However, the Day-Ahead 



schedules resulting from the pro-ration process will reflect Economic Maximum Limits and Economic 

Minimum Limits.  

 

(j)  In determining Day-Ahead schedules, in the event of multiple marginal Demand Bids, Decrement 

Bids and/or External Transaction sales at a pricing location, the ISO shall clear the marginal Demand 

Bids. Decrement Bids and/or External Transaction sales proportional to theamount of energy (MW) from 

each marginal bid and/or External Transaction at the pricing location.  

 

(k)  All Market Participants may submit Increment Offers and/or Decrement Bids that apply to the 

Day-Ahead Energy Market only.  Such offers and bids must comply with the requirements set forth in the 

ISO New England Manuals and ISO New England Administrative Procedures and must specify amount, 

location and price, if any, at which the Market Participant desires to purchase or sell energy in the Day-

Ahead Energy Market.  

 

III.1.10.2   Pool-Scheduled Resources.   

Pool-Scheduled Resources are those Resources for which Market Participants submitted Supply Offers to 

sell energy in the Day-Ahead Energy Market and which the ISO scheduled in the Day-Ahead Energy 

Market as well as generators committed by the ISO subsequent to the Day-Ahead Energy Market.  Such 

Resources shall be committed to provide energy in the Real-Time dispatch unless the schedules for such 

units are revised pursuant to Sections III.1.10.9 or III.1.11.  Pool-Scheduled Resources shall be governed 

by the following principles and procedures.  

 

(a)  Pool-Scheduled Resources shall be selected by the ISO on the basis of the prices offered for 

energy and related services, Start-Up Fees, No-Load Fees, and the specified operating characteristics, 

offered by Market Participants to the ISO by the offer deadline specified in Section III.1.10.1A.  

 

(b)  The ISO shall optimize the dispatch of energy from Limited Energy Resources by request to 

minimize the as-bid production cost for the New England Control Area. In implementing the use of 

Limited Energy Resources, the ISO shall use its best efforts to select the most economic hours of 

operation for Limited Energy Resources, in order to make optimal use of such Resources in the Day-

Ahead Energy Market consistent with the Supply Offers of other Resources, the submitted Demand Bids 

and Decrement Bids and Operating Reserve and Replacement Reserve requirements.  

 



(c)  Market Participants offering energy from hydropower or other facilities with fuel or 

environmental limitations may submit data to the ISO that is sufficient to enable the ISO to determine the 

available operating hours of such facilities.  

 

(d)  The Market Participant seller whose Resource is selected as a Pool-Scheduled Resource shall 

receive payments or credits for energy or related services, or for Start-Up Fees and No-Load Fee, from 

the ISO on behalf of the Market Participant buyers in accordance with Section III.3 of this Market Rule 1. 

Additionally, the Market Participant seller shall receive for Pool-Scheduled Resources scheduled in the 

Real-Time Energy Market that were not scheduled in the Day-Ahead Energy Market, a pro-rata share of 

its applicable Start-Up Fee if the ISO cancels its selection of the Resource as a Pool-Scheduled Resource 

and so notifies the Market Participant seller before the Resource is synchronized (“Cancellation Fee”).  

 

(e)  Market Participants shall make available their Pool-Scheduled Resources to the ISO for 

coordinated operation to supply the needs of the New England Control Area for energy and ancillary 

services.  

 

(f)  Eligibility for NCPC in the Day-Ahead Energy Market under Section III.3.2.3 is affected by 

Resource Self-Schedules. The specific rules related to the impact of Resource Self-Schedules on 

eligibility for NCPC may be found in Appendix F of this Market Rule 1.  

 

 (g)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 is affected by 

Resource Self-Schedules. The specific rules related to the impact of Resource Self-Schedules on 

eligibility for NCPC may be found in Appendix F of this Market Rule 1.  

 

(h)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 may be affected by 

Resource trips. The specific rules related to the impact of Resource trips on eligibility for NCPC may be 

found in Appendix F of this Market Rule 1.  

 

(i)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 is affected by 

ramping up in response to a start-up instruction and ramping down in response to a shutdown instruction. 

The specific rules related to the ramping impacts on eligibility for NCPC may be found in Appendix F of 

this Market Rule 1.  

 

III.1.10.3   Self-Scheduled Resources.  



Self-Scheduled Resources shall be governed by the following principles and procedures.  

 

(a)  [Reserved.]  

 

(b)  The offered prices of Resources or portions of Resources that are Self-Scheduled, or otherwise 

not following the dispatch orders of the ISO, shall not be considered by the ISO in determining 

Locational Marginal Prices.  

 

(c)  A Market Participant with a Resource that does not have a Capacity Supply Obligation shall 

comply with the requirements in Section III.13.6.2 when Self-Scheduling any portion of that Resource.  

 

 (d)  A Market Participant Self-Scheduling a Resource in the Day-Ahead Energy Market that does not 

deliver the energy in the Real-Time Energy Market, shall replace the energy not delivered with energy 

from the Real-Time Energy Market or an internal bilateral transaction and shall pay for such energy not 

delivered, net of any internal bilateral transactions, at the applicable Real-Time Price.  

 

III.1.10.4   [Reserved.]  

 

III.1.10.5   External Resources.  

(a)  Market Participants with External Resources that have dynamic scheduling and dispatch 

capability may submit Supply Offers to the New England Markets in accordance with the Day-Ahead and 

Real-Time scheduling processes specified above.  Market Participants must submit Supply Offers for 

External Resources on a Resource specific basis.  An External Resource with dynamic scheduling and 

dispatch capability selected as a Pool-Scheduled Resource shall be made available for scheduling and 

dispatch at the direction of the ISO and shall be compensated on the same basis as other Pool-Scheduled 

Resources.    

 

(b)  Supply Offers for External Resources with dynamic scheduling and dispatch capability shall 

specify the Resource being offered, along with the information specified in the Offer Data as applicable.  

 

(c)  For Resources external to the New England Control Area that are not capable of dynamic 

scheduling and dispatch, Market Participants shall submit External Transactions as detailed in Section 

III.1.10.7 of this Market Rule 1.    

 



(d)  A Market Participant whose External Resource is capable of dynamic scheduling and dispatch 

capability or whose External Transaction does not deliver the energy scheduled in the Day-Ahead Energy 

Market shall replace such energy not delivered as scheduled in the Day-Ahead Energy Market with 

energy from the Real-Time Energy Market or an internal bilateral transaction and shall pay for such 

energy not delivered, net of any internal bilateral transactions, at the applicable Real-Time Price.  

 

III.1.10.6   Dispatchable Asset Related Demand Resources. 

External Transactions that are sales to an external Control Area are not eligible to be Dispatchable Asset 

Related Demand Resources. Except as noted below with respect to a pumped storage generator that does 

not have a Capacity Supply Obligation, a Dispatchable Asset Related Demand Resource in the New 

England Control Area must:  

 

(a)  each day, either Self-Schedule or submit a Demand Bid into the Day-Ahead Energy Market as 

described in Section III.1.10.1A of this Market Rule 1 that specifies the prices at which the Resource is 

willing to consume energy, unless and to the extent that the Dispatchable Asset Related Demand 

Resource is unable to do so due to an outage as defined in the ISO New England Manuals;  

 

(b)  submit Demand Bid data that specifies a Maximum Consumption Limit and Minimum 

Consumption Limit;  

 

(c)  submit Demand Bid data that specifies a Minimum Consumption Limit that is less than or equal 

to its Nominated Consumption Limit;  

 

(d)  notify the ISO of any outage (including partial outages) that may reduce the Dispatchable Asset 

Related Demand Resource’s ability to interrupt and the expected return date from the outage;  

 

(e)  in accordance with the ISO New England Manuals and Operating Procedures, perform audit tests 

and submit the results to the ISO or provide to the ISO appropriate historical production data;  

 

(f)  abide by the ISO maintenance coordination procedures;  

 

(g)  provide information reasonably requested by the ISO, including the name and location of the 

Dispatchable Asset Related Demand Resource; and  

 



(h)  comply with the ISO New England Manuals.  

To schedule the dispatchable pumping demand of a pumped storage generator that does not have a 

Capacity Supply Obligation, a Market Participant must comply with the requirements in (b) through (h) 

for the applicable Operating Day and must either Self-Schedule or submit a Demand Bid into the Day-

Ahead Energy Market as described in Section III.1.10.1A of this Market Rule 1 that specifies the prices at 

which the Resource is willing to consume energy for the applicable Operating Day.  

 

III.1.10.7   External Transactions.  

(a)  Market Participants that submit an External Transaction in the Day-Ahead Energy Market must 

also submit a corresponding External Transaction in the Real-Time Energy Market in order to be eligible 

for scheduling in the Real-Time Energy Market.  Priced External Transactions for the Real-Time Energy 

Market must be submitted by the offer submission deadline for the Day-Ahead Energy Market.  

 

(b)  Priced External Transactions submitted in both the Day-Ahead Energy Market and the Real-Time 

Energy Market will be treated as Self-Scheduled External Transactions in the Real-Time Energy Market 

for the associated megawatt amounts that cleared the Day-Ahead Energy Market, unless the Market 

Participant modifies the price component of its Real-Time offer during the Re-Offer Period.  

 

(c)  Any External Transaction, or portion thereof, submitted to the Real-Time Energy Market that did 

not clear in the Day-Ahead Energy Market will not be scheduled in Real-Time if the ISO anticipates that 

the External Transaction would create or worsen an Emergency. External Transactions cleared in the 

Day-Ahead Energy Market and associated with a Real-Time Energy Market submission will continue to 

be scheduled in Real-Time prior to and during an Emergency, until the applicable procedures governing 

the Emergency, as set forth in ISO New England Manual 11, require a change in schedule.  

 

(d)  A Market Participant submitting a priced External Transaction supporting Capacity Supply 

Obligation to the Real-Time Energy Market on an external interface where advance transmission 

reservations are required must comply with the requirements in Section III.13.6.1.2.1 with respect to 

linking the transaction to the associated transmission reservation and NERC E-Tag.  All other External 

Transactions submitted to the Real-Time Energy Market must contain the associated NERC E-Tag and 

transmission reservation, if required, at the time the transaction is submitted to the Real-Time Energy 

Market.    

 



(e)  All Real-Time External Transactions shall be scheduled and curtailed in accordance with the ISO 

New England Manuals and all applicable tariffs.  

 

(f)  External Transaction sales meeting all of the criteria for any of the transaction types described in 

(i) through (iv) below receive priority in the scheduling and curtailment of transactions as set forth in 

Section II.44 of the OATT.  External Transaction sales meeting all of the criteria for any of the 

transaction types described in (i) through (iv) below are referred to herein and in the OATT as being 

supported in Real-Time.  

 

(i)  Capacity Export Through Import Constrained Zone Transactions:  

 

(1)  The External Transaction is exporting across an external interface located in an import-

constrained Capacity Zone that cleared in the Forward Capacity Auction with price separation, as 

determined in accordance with Section III.12.4 and Section III.13.2.3.4 of Market Rule 1;  

 

(2)  The External Transaction is directly associated with an Export Bid or Administrative 

Export De-List Bid that cleared in the Forward Capacity Auction, and the megawatt amount of 

the External Transaction is less than or equal to the megawatt amount of the cleared Export Bid;  

 

(3)  The External Node associated with the cleared Export Bid or Administrative Export De-

List Bid is connected to the import-constrained Capacity Zone, and is not connected to a Capacity 

Zone that is not import-constrained;  

 

(4)  The Resource, or portion thereof, that is associated with the cleared Export Bid or 

Administrative Export De-List Bid is not located in the import-constrained Capacity Zone;  

 

(5)  The External Transaction has been submitted and cleared in the Day-Ahead Energy 

Market;  

 

(6)  A matching External Transaction has also been submitted into the Real-Time Energy 

Market by the end of the Re-Offer Period for Self-Scheduled External Transactions, and, in 

accordance with Section III.1.10.7(a), by the offer submission deadline for the Day-Ahead 

Energy Market for priced External Transactions.  

 



(ii)  FCA Cleared Export Transactions:  

 

(1)  The External Transaction sale is exporting to an External Node that is connected only to 

an import-constrained Reserve Zone;  

 

(2)  The External Transaction sale is directly associated with an Export Bid or an 

Administrative Export De-List Bid that cleared in the Forward Capacity Auction, and the 

megawatt amount of the External Transaction is less than or equal to the megawatt amount of the 

cleared Export Bid;   

 

(3)  The Resource, or portion thereof, without a Capacity Supply Obligation associated with 

the Export Bid or Administrative Export De-List Bid is located outside the import-constrained 

Reserve Zone;  

 

(4)  The External Transaction sale is submitted and cleared in the Day-Ahead Energy 

Market;  

 

(5)  A matching External Transaction has also been submitted into the Real-Time Energy 

Market by the end of the Re-Offer Period for Self-Scheduled External Transactions, and, in 

accordance with Section III.1.10.7(a), by the offer submission deadline for the Day-Ahead 

Energy Market for priced External Transactions.  

 

(iii)  Same Reserve Zone Export Transactions:  

 

(1)  A Resource, or portion thereof, without a Capacity Supply Obligation is associated with 

the External Transaction sale, and the megawatt amount of the External Transaction is less than 

or equal to the portion of the Resource without a Capacity Supply Obligation;  

 

(2)  The External Node of the External Transaction sale is connected only to the same 

Reserve Zone in which the associated Resource, or portion thereof, without a Capacity Supply 

Obligation is located;  

 



(3) The Resource, or portion thereof, without a Capacity Supply Obligation is Self-Scheduled in 

the Real-Time Energy Market and online at a megawatt level greater than or equal to the External 

Transaction sale’s megawatt amount;  

 

(4)  Neither the External Transaction sale nor the portion of the Resource without a Capacity 

Supply Obligation is required to offer into the Day-Ahead Energy Market.  

 

(iv)  Unconstrained Export Transactions:  

 

(1)  A Resource, or portion thereof, without a Capacity Supply Obligation is associated with 

the External Transaction sale, and the  megawatt amount of the External Transaction is less than 

or equal to the portion of the Resource without a Capacity Supply Obligation;  

 

(2)  The External Node of the External Transaction sale is not connected only to an import-

constrained Reserve Zone;  

 

(3)  The Resource, or portion thereof, without a Capacity Supply Obligation is not separated 

from the External Node by a transmission interface constraint as determined in Sections 

III.12.2.1(b) and III.12.2.2(b) of Market Rule 1 that was binding in the Forward Capacity Auction 

in the direction of the export;  

 

(4)  The Resource, or portion thereof, without a Capacity Supply Obligation is Self-

Scheduled in the Real-Time Energy Market and online at a megawatt level greater than or equal 

to the External Transaction sale’s megawatt amount;  

 

(5)  Neither the External Transaction sale, nor the portion of the Resource without a Capacity 

Supply Obligation is required to offer into the Day-Ahead Energy Market.  

 

(g) Treatment of External Transaction sales in ISO commitment for local second contingency 

protection.   

 

(i)  Capacity Export Through Import Constrained Zone Transactions and FCA Cleared 

Export Transactions:  The transaction’s export demand that clears in the Day-Ahead Energy 

Market will be explicitly considered as load in the exporting Reserve Zone by the ISO when 



committing Resources to provide local second contingency protection for the associated 

Operating Day.  

 

(ii)  The export demand of External Transaction sales not meeting the criteria in (i) above is 

not considered by the ISO when planning and committing Resources to provide local second 

contingency protection, and is assumed to be zero.  

 

(iii)  Same Reserve Zone Export Transactions and Unconstrained Export Transactions: If a 

Resource, or portion thereof, without a Capacity Supply Obligation is committed to be online 

during the Operating Day either through clearing in the Day-Ahead Energy Market or through 

Self-Scheduling subsequent to the Day-Ahead Energy Market and a Same Reserve Zone Export 

Transaction or Unconstrained Export Transaction is submitted before the end of the Re-Offer 

Period designating that Resource as supporting the transaction, the ISO will not utilize the portion 

of the Resource without a Capacity Supply Obligation supporting the export transaction to meet 

local second contingency protection requirements.  The eligibility of Resources not meeting the 

foregoing criteria to be used to meet local second contingency protection requirements shall be in 

accordance with the relevant provisions of the ISO New England System Rules.   

 

(h) Allocation of costs to Capacity Export Through Import Constrained Zone Transactions and FCA 

Cleared Export Transactions: Market Participants with Capacity Export Through Import Constrained 

Zone Transactions and FCA Cleared Export Transactions shall incur a proportional share of the charges 

described below, which are allocated to Market Participants based on Day-Ahead Load Obligation or 

Real-Time Load Obligation.  The share shall be determined by including the Day-Ahead Load Obligation 

or Real-Time Load Obligation associated with the External Transaction, as applicable, in the total Day-

Ahead Load Obligation or Real-Time Load Obligation for the appropriate Reliability Region, Reserve 

Zone, or Load Zone used in each cost allocation calculation:  

 

(i)  NCPC for Local Second Contingency Protection Resources allocated within the 

exporting Reliability Region, pursuant to Section III.F.3.2.16.  

 

(ii)  Forward Reserve Market charges allocated within the exporting Load Zone, pursuant to 

Section III.9.9.  

 



(iii)  Real-Time Reserve Charges allocated within the exporting Load Zone, pursuant to 

Section III.10.3.  

 

(i)  When action is taken by the ISO to reduce External Transaction sales due to a system wide 

capacity deficient condition or the forecast of such a condition, and an External Transaction sale 

designates a Resource, or portion of a Resource, without a Capacity Supply Obligation, to support the 

transaction, the ISO will review the status of the designated Resource. If the designated Resource is Self-

Scheduled and online at a megawatt level greater than or equal to the External Transaction sale, that 

External Transaction sale will not be reduced until such time as Regional Network Load within the New 

England Control Area is also being reduced.  When reductions to such transactions are required, the 

affected transactions shall be reduced pro-rata.  

 

(j)  Market Participants shall submit External Transactions as megawatt blocks with intervals of one  

hour at the relevant External Node. External Transactions will be scheduled in the Day-Ahead Energy 

Market as megawatt blocks for hourly durations. The ISO may dispatch External Transactions in the 

Real-Time Energy Market as megawatt blocks for periods of less than one hour, to the extent allowed 

pursuant to inter-Control Area operating protocols.  

 

III.1.10.8   ISO Responsibilities.  

(a) The ISO shall use its best efforts to determine (i) the least-cost means of satisfying hourly 

purchase requests for energy, the projected hourly requirements for Operating Reserve, Replacement 

Reserve and other ancillary services of the Market Participants, including the reliability requirements of 

the New England Control Area, of the Day-Ahead Energy Market, and (ii) the least-cost means of 

satisfying the Operating Reserve, Replacement Reserve and other ancillary service requirements for any 

portion of the load forecast of the ISO for the Operating Day in excess of that scheduled in the Day-

Ahead Energy Market.  In making these determinations, the ISO shall take into account:  (i) the ISO’s 

forecasts of New England Markets and New England Control Area energy requirements, giving due 

consideration to the energy requirement forecasts and purchase requests submitted by Market Participants 

for the Day-Ahead Energy Market; (ii) the offers and bids submitted by Market Participants; (iii) the 

availability of Limited Energy Resources; (iv) the capacity, location, and other relevant characteristics of 

Self-Scheduled Resources; (v) the requirements of the New England Control Area for Operating Reserve 

and Replacement Reserve, as specified in the ISO New England Manuals and ISO New England 

Administrative Procedures; (vi) the requirements of the New England Control Area for Regulation and 

other ancillary services, as specified in the ISO New England Manuals and ISO New England 



Administrative Procedures; (vii) the benefits of avoiding or minimizing transmission constraint control 

operations, as specified in the ISO New England Manuals and ISO New England Administrative 

Procedures; and (viii) such other factors as the ISO reasonably concludes are relevant to the foregoing 

determination. The ISO shall develop a Day-Ahead Energy schedule based on the applicable portions of 

the foregoing determination, and shall determine the Day-Ahead Prices resulting from such schedule.  

 

(b)  Not later than 1:30 p.m. of the day before each Operating Day, or such earlier deadline as may be 

specified by the ISO in the ISO New England Manuals and ISO New England Administrative Procedures 

or such later deadline as necessary to account for software failures or other events, the ISO shall: (i) post 

the aggregate Day-Ahead Energy schedule; (ii) post the Day-Ahead Prices; and (iii) inform the Market 

Participants of their scheduled injections and withdrawals. In the event of an Emergency, the ISO will 

notify Market Participants as soon as practicable if the Day-Ahead Energy Market can not be operated.  

 

(c)  Following posting of the information specified in Section III.1.10.8(b), the ISO shall revise its 

schedule of Resources to reflect updated projections of load, conditions affecting electric system 

operations in the New England Control Area, the availability of and constraints on limited energy and 

other Resources, transmission constraints, and other relevant factors.  

 

(d)  Market Participants shall pay and be paid for the quantities of energy scheduled in the Day-Ahead 

Energy Market at the Day-Ahead Prices.  

 

III.1.10.9   Hourly Scheduling.  

(a)  Following the initial posting by the ISO of the Locational Marginal Prices resulting from the 

Day-Ahead Energy Market, and subject to the right of the ISO to schedule and dispatch Pool-Scheduled 

Resources and to direct that schedules be changed in an Emergency, a Resource Re-Offer Period shall 

exist from the time of the posting specified in Section III.1.10.8(b) until 2:00 p.m. on the day before each 

Operating Day or such other Re-Offer Period as necessary to account for software failures or other events. 

During the Re-Offer Period, Market Participants may submit revisions to generation Supply Offers and 

revisions to Demand Bids for any Dispatchable Asset Related Demand Resource. Resources scheduled 

subsequent to the closing of the Re-Offer Period shall be settled at the applicable Real-Time Prices, and 

shall not affect the obligation to pay or receive payment for the quantities of energy scheduled in the Day-

Ahead Energy Market at the applicable Day-Ahead Prices.  

 



(b)  A Market Participant may adjust the schedule of a Resource under its dispatch control on an hour-

to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, provided that the ISO is 

notified not later than 20 minutes prior to the hour, as follows:  

 

(i)  A Market Participant may Self-Schedule any of its Resources consistent with the ISO 

New England Manuals and ISO New England Administrative Procedures;  

 

(ii)  [Reserved]; or  

(iii)  [Reserved]; or  

 

(iv)  A Market Participant may remove from service a Resource increment previously 

designated as Self-Scheduled consistent with the ISO New England Manuals and ISO New 

England Administrative Procedures.  

 

(c)  During the Re-Offer Period, Market Participants may submit revisions to priced External 

Transactions. External Transactions scheduled subsequent to the closing of the Re-Offer Period shall be 

settled at the applicable Real-Time Prices, and shall not affect the obligation to pay or receive payment 

for the quantities of energy scheduled in the Day-Ahead Energy Market at the applicable Day-Ahead 

Prices. A submission during the Re-Offer Period for any portion of a transaction that was cleared in the 

Day-Ahead Energy Market is subject to the provisions in Section III.1.10.7. A Market Participant may at 

any time, consistent with the provisions in Manual 11, request to Self-Schedule an External Transaction 

and adjust the schedule on an hour-to-hour basis. The ISO must be notified of the request not later than 60 

minutes prior to the hour in which the adjustment is to take effect.  

 

(d)  [Reserved.]  

 

(e)  For each hour in the Operating Day, as soon as practicable after the deadlines specified in the 

foregoing subsection of this Section III.1.10, the ISO shall provide Market Participants and parties to 

External Transactions with any revisions to their schedules for the hour.  

 

III.1.11    Dispatch.  

The following procedures and principles shall govern the dispatch of the Resources available to the ISO.  

 

III.1.11.1   Resource Output.  



The ISO shall have the authority to direct any Market Participant to adjust the output of any Pool-

Scheduled Resource increment within the operating characteristics specified in the Market Participant’s 

Offer Data, Supply Offer or Demand Bid. The ISO may cancel its selection of, or otherwise release, Pool-

Scheduled Resources, subject to an obligation to pay any applicable Start-Up Fees, No-Load Fee, or 

Cancellation Fees. The ISO shall adjust the output of Pool-Scheduled Resource increments as necessary: 

(a) to maintain reliability, and subject to that constraint, to minimize the cost of supplying the energy, 

reserves, and other services required by the Market Participants and the operation of the New England 

Control Area; (b) to balance load and generation, maintain scheduled tie flows, and provide frequency 

support within the New England Control Area; and (c) to minimize unscheduled interchange that is not 

frequency related between the New England Control Area and other Control Areas.  

 

III.1.11.2   Operating Basis. 

In carrying out the foregoing objectives, the ISO shall conduct the operation of the New England Control 

Area and shall, in accordance with the ISO New England Manuals and ISO New England Administrative 

Procedures, (i) utilize available Operating Reserve and replace such Operating Reserve when utilized; and 

(ii) monitor the availability of adequate Operating Reserve.  

 

III.1.11.3   Pool-dispatched Resources.  

(a)  The ISO shall optimize the dispatch of energy from Limited Energy Resources by request to 

minimize the as-bid production cost for the New England Control Area. In implementing the use of 

Limited Energy Resources, the ISO shall use its best efforts to select the most economic hours of 

operation for Limited Energy Resources, in order to make optimal use of such Resources consistent with 

the dynamic load-following requirements of the New England Control Area and the availability of other 

Resources to the ISO.  

 

(b)  The ISO shall implement the dispatch of energy from Pool-Scheduled Resource increments and 

the designation of Real-Time Operating Reserve to Pool-Scheduled Resource increments, including the 

dispatchable increments from resources which are otherwise Self-Scheduled, by sending appropriate 

signals and instructions to the entity controlling such Resources, in accordance with the ISO New 

England Manuals and ISO New England Administrative Procedures.  Each Market Participant shall 

ensure that the entity controlling a Pool-Scheduled Resource offered or made available by that Market 

Participant complies with the energy dispatch signals and instructions transmitted by the ISO.  

 



(c)  The ISO shall have the authority to modify a Market Participant’s operational related Offer Data 

if the ISO observes that the Market Participant’s Resource is not operating in accordance with such Offer 

Data. The ISO shall modify such operational related Offer Data based on observed performance and such 

modified Offer Data shall remain in effect until either (i) the affected Market Participant requests a test to 

be performed, and coordinates the testing pursuant to the procedures specified in the ISO New England 

Manuals, and the results of the test justify a change to the Market Participant’s Offer Data or (ii) the ISO 

observes, through actual performance, that modification to the Market Participant’s Offer Data is 

justified. During each hour of any tests performed under Section III.1.11.3(c),(i), the Resources under test 

shall be considered Self-Scheduled Resources for the purposes of calculating NCPC Credits. Procedures 

related to the ISO’s modification of operational related Offer Data and Market Participant requests for 

testing shall be as defined in the ISO New England Manuals.  

 

(d)  Market Participants shall exert all reasonable efforts to operate, or ensure the operation of, their 

Resources in the New England Control Area as close to dispatched output levels as practical, consistent 

with Good Utility Practice.   

 

(e) Wind resources are treated as not economically dispatchable until the ISO is technically capable 

of determining and telemetering a Do Not Exceed Dispatch Point to the resource. 

 

(f) The ISO may request that dual-fueled generating Resources that normally burn natural gas 

voluntarily take all necessary steps (within the limitations imposed by the operating limitations of their 

installed equipment and their environmental and operating permits) to prepare to switch to secondary fuel 

in anticipation of natural gas supply shortages.  The ISO may request that Market Participants with dual-

fueled units that normally burn natural gas voluntarily switch to a secondary fuel in anticipation of natural 

gas supply shortages.  The ISO may communicate with Market Participants with dual-fueled units that 

normally burn natural gas to verify whether the Market Participants have switched or are planning to 

switch to an alternate fuel. 

 

(g) A Market Participant with a dual-fuel generating Resource must notify the ISO of its intention to 

either (i) swap to and operate on its secondary fuel, or (ii) decommit. If the ISO evaluates and rejects the 

decommitment request, the Market Participant will be permitted to decommit only for the period (if any) 

required to switch to its secondary fuel. Upon request by the ISO, the Market Participant shall provide 

documentation that the secondary fuel was used during the period of the scheduled “swap,” as described 

in Section III.A.3.2.  



 

If the Supply Offer at the start of the Operating Day reflects operation on the generating Resource’s 

primary fuel and the Resource swaps to the secondary fuel with the ISO’s approval, the ISO will use the 

secondary fuel’s Reference Level as the Supply Offer for the duration of the Operating Day, and all 

evaluations of bids and offers under Appendix A for market power mitigation shall utilize the secondary 

fuel type in the calculation of Reference Levels for the period of the Resource’s commitment on the 

secondary fuel. 

 

III.1.11.4   Emergency Condition. 

If the ISO anticipates or declares an Emergency Condition, all External Transaction sales out of the New 

England Control Area that are not backed by a Resource may be interrupted, in accordance with the ISO 

New England Manuals, in order to serve load and Operating Reserve in the New England Control Area.  

 

III.1.11.5   Regulation.  

(a)  A Market Participant may satisfy its Regulation obligation from its own Resources capable of 

performing Regulation service or by purchases from the ISO through the New England Markets at the 

rates set forth in Section III.3.2.2.  

 

(b)  The ISO shall obtain Regulation service from the least-cost alternatives available from either 

Pool-Scheduled Resources or Self-Scheduled Resources as needed to meet New England Control Area 

requirements not otherwise satisfied by the Market Participants. The ISO assigns Regulation to eligible 

generating units using the ISO Regulation assessment software. The Regulation assessment software 

calculates, at five minutes after the hour and on demand as needed, the optimal set of generating units 

required to meet the Regulation Requirement. The software first calculates a Regulation Rank Price, 

based on estimates of Time-on-Regulation Credits, Regulation Service Credits, estimated Regulation 

Opportunity Costs, Regulation Capability and other factors, as specified below, that consider the impact 

of Regulation assignment on the Real-Time Energy Market. An interim clearing price is then calculated 

and the Regulation Rank Prices are updated using this interim clearing price to recognize that actual 

payments for Regulation are based upon the Regulation Clearing Price and not the Regulation offer price. 

The software continues to iterate in this manner until convergence is reached, resulting in an optimal 

selection of generating units for Regulation assignment. The ISO utilizes the output from this software 

when evaluating the set of generating units for Regulation assignment. In the event that one or more 

generating units to be selected have equal Regulation Rank Prices, the ISO shall select the generating unit 



for Regulation assignment with the largest Regulation Capability. Details of the process and calculations 

are described below.  

 

(1)  At the start of each operating hour, the ISO calculates an initial Regulation Rank Price for 

each eligible unit offering to provide Regulation using the ISO’s Regulation assignment software. 

The initial Regulation Rank Price for each unit is equal to the sum of the following calculations 

divided by that unit’s Regulation Capability:  

 

(a)  Time-on-Regulation Credit estimate calculated as the product of the Regulation 

Capability times the Regulation offer price;  

 

(b)  Regulation Service Credit estimate is set equal to the Time-on-Regulation Credit 

estimate to meet the 50/50 revenue mix objective as determined by the ISO in accordance with 

procedures specified in the ISO New England Manuals and ISO New England Administrative 

Procedures;  

 

(c)  Regulation Opportunity Cost estimate calculated as the product of the opportunity cost 

MW times the opportunity cost price differential where:  

 

(i)  Opportunity cost MW is calculated as the absolute value of the difference between the 

highest output level corresponding to the most recent Real-Time nodal LMP of the unit when 

constrained by Economic Max and Economic Min, and EstRegGen.  

 

(ii)  EstRegGen is the highest output level corresponding to the most recent Real-Time nodal 

LMP of the unit when constrained by RSETHI and RSETLO. RSETHI is equal to the Regulation 

High Limit – Regulation Capability. RSETLO is equal to the Regulation Low Limit + Regulation 

Capability.  

 

(iii)  To more accurately estimate the actual Regulation Opportunity Cost, EstRegGen is 

further constrained as follows to account for units with large regulating ranges and slow response 

rates: if actual generation is less than EstRegGen and EstRegGen is greater than RSETLO, then 

EstRegGen is constrained up by the greater of (actual output + (SlowWideTime * Automatic 

Response Rate)) and RSETLO; if actual generation is greater than EstRegGen and EstRegGen is 

less than RSETHI, then EstRegGen is constrained down by the lesser of (actual output – 



(SlowWideTime * Automatic Response Rate)) and RSETHI. The SlowWideTime is determined 

by the ISO based upon empirical studies. The initial SlowWideTime value, and subsequent 

updates, shall be posted on the ISO’s website.  

 

(iv)  Opportunity cost price differential is calculated as the absolute value of the difference 

between the average offer price of the opportunity MW and the Real-Time nodal LMP of the unit.  

 

(d)  Lookahead penalty estimate. The lookahead calculation assigns a cost penalty to units in 

the selection process if there is a change in energy offer prices near EstRegGen. It is calculated as 

0.17 multiplied by the greater of:  

 

(i)  the unit’s energy offer price at a higher output level (LookupRegGen as defined below) 

minus its energy offer price at EstRegGen, multiplied by (LookupRegGen – EstRegGen); 

and  

 

(ii)  the unit’s energy offer price at EstRegGen minus its energy offer price at a lower output 

level (LookdownRegGen as defined below), multiplied by (EstRegGen -LookdownRegGen),  

where,  

 

LookupRegGen = (EstRegGen + (LookAheadMinutesUp * Automatic Response Rate)) as 

bounded by Regulation High Limit; and LookdownRegGen = (EstRegGen – 

(LookAheadMinutesDown * Automatic Response Rate) as bounded by Regulation Low Limit),  

And where the initial values of LookAheadMinutesUp and LookAheadMinutesDown, and 

subsequent updates, will be posted on the ISO’s website.  

 

(e)  A tiebreaker adder is calculated for both pool-scheduled and Self-Scheduled Regulation 

units. The tiebreaker adder is equal to a tiebreaker multiplier (.000001) times the difference 

between a tiebreaker megawatt reference value (500 MW) and the Regulation Capability of the 

unit.  

 

For Self-Scheduled Regulation, all values calculated under this Section III.1.11.5(b)(1) are set 

equal to zero except for the tiebreaker adder.  

 



(2)  The ISO’s Regulation assignment software creates an initial merit order stack of eligible 

Regulation Capability by sorting the generating units by the initial Regulation Rank Prices 

calculated under Section III.1.11.5 (b)(1) in ascending order. Generating units are then selected in 

rank order until the Regulation Requirement is met. An initial clearing price is then calculated 

based upon the highest Regulation offer price associated with the initial set of generating units 

selected to meet the Regulation Requirement. Updated Regulation Rank Prices are then 

recalculated for generating units with Regulation offer prices that are less than the initial clearing 

price by substituting the initial clearing price for the generating unit’s Regulation offer price, 

recalculating the Time-On-Regulation Credit and the Regulation Service Credit estimates; adding 

the originally calculated values under Sections III.1.11.5(b)(1)(c), (d) and (e) to these recalculated 

values and dividing this total by the unit’s Regulation Capability. These updated Regulation Rank 

Prices are utilized along with the initial Regulation offer prices adjusted to include opportunity 

costs that are greater than or equal to the initial clearing price to create an updated generating unit 

list sorted by ascending Regulation Rank Prices. An updated clearing price is then calculated and 

the software continues to iterate in this manner until convergence is reached producing an optimal 

generating unit rank order list for use in assigning Regulation.  

 

(3)  Shortly after the start of an hour and during the hour as needed, the ISO updates the 

generating unit rank order list using the ISO’s Regulation assignment software based on any 

changes to Regulation Capability eligibility and other current information, including any changes 

to Self-Schedule Regulation. The ISO uses this updated Regulation rank order list to assign 

Regulation for the upcoming hour and to make changes to Regulation assignments within the 

hour.  

 

(c)  The ISO shall dispatch Resources for Regulation by sending Regulation signals and instructions 

to Resources from which Market Participants, in accordance with the ISO New England Manuals and ISO 

New England Administrative Procedures, have offered Regulation service. Market Participants shall 

comply with Regulation dispatch signals and instructions transmitted by the ISO and, in the event of 

conflict, Regulation dispatch signals and instructions shall take precedence over energy dispatch signals 

and instructions. Market Participants shall exert all reasonable efforts to operate, or ensure the operation 

of, their Resources supplying load in the New England Control Area as close to desired output levels as 

practical, consistent with Good Utility Practice.  

 

III.1.11.6   [Reserved]  



 

III.1.12   Dynamic Scheduling.  

Dynamic scheduling can be requested and may be implemented in accordance with the following 

procedures:  

 

(a)  An entity that owns or controls a generating Resource in the New England Control Area may 

electrically remove all or part of the generating Resource’s output from the New England Control Area 

through dynamic scheduling of the output to load outside the New England Control Area. Such output 

shall not be available for economic dispatch by the ISO.  

 

(b)  An entity that owns or controls a generating Resource outside of the New England Control Area 

may electrically include all or part of the generating Resource’s output into the New England Control 

Area through dynamic scheduling of the output to load inside the New England Control Area. Such 

output shall be available for economic dispatch by the ISO.  

 

(c)  An entity requesting dynamic scheduling shall be responsible for arranging for the provision of 

signal processing and communication from the generating unit and other participating Control Area and 

complying with any other procedures established by the ISO regarding dynamic scheduling as set forth in 

the ISO New England Manuals. Allocation of costs associated with dynamic scheduling shall be 

determined and filed with the Commission following the first request.  

 

(d)  An entity requesting dynamic scheduling shall be responsible for reserving amounts of 

appropriate transmission service necessary to deliver the range of the dynamic transfer and any ancillary 

services.  
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MARKET MONITORING, REPORTING AND MARKET POWER MITIGATION 

 

III.A.1    Introduction and Purpose; Structure and Oversight:  Independence. 

 

III.A.1.1.  Mission Statement. 

The mission of the Internal Market Monitor and External Market Monitor shall be (1) to protect both 

consumers and Market Participants by the identification and reporting of market design flaws and market 

power abuses;  (2) to evaluate existing and proposed market rules, tariff provisions and market design 

elements to remove or prevent market design flaws and recommend proposed rule and tariff changes to 

the ISO;  (3) to review and report on the performance of the New England Markets; (4) to identify and 

notify the Commission of instances in which a Market Participant’s behavior, or that of the ISO, may 

require investigation; and (5) to carry out the mitigation functions set forth in this Appendix A.  

 

III.A.1.2.  Structure and Oversight. 

The market monitoring and mitigation functions contained in this Appendix A shall be performed by the 

Internal Market Monitor, which shall report to the ISO Board of Directors and, for administrative 

purposes only, to the ISO Chief Executive Officer, and by an External Market Monitor selected by and 

reporting to the ISO Board of Directors.  Members of the ISO Board of Directors who also perform 

management functions for the ISO shall be excluded from oversight and governance of the Internal 

Market Monitor and External Market Monitor.  The ISO shall enter into a contract with the External 

Market Monitor addressing the roles and responsibilities of the External Market Monitor as detailed in 

this Appendix A.  The ISO shall file its contract with the External Market Monitor with the Commission.  

In order to facilitate the performance of the External Market Monitor’s functions, the External Market 

Monitor shall have, and the ISO’s contract with the External Market Monitor shall provide for, access by 

the External Market Monitor to ISO data and personnel, including ISO management responsible for 

market monitoring, operations and billing and settlement functions.  Any proposed termination of the 

contract with the External Market Monitor or modification of, or other limitation on, the External Market 

Monitor’s scope of work shall be subject to prior Commission approval. 

 

III.A.1.3. Data Access and Information Sharing.   

The ISO shall provide the Internal Market Monitor and External Market Monitor with access to all market 

data, resources and personnel sufficient to enable the Internal Market Monitor and External Market 

 



 

Monitor to perform the market monitoring and mitigation functions provided for in this Appendix A.  

This access shall include access to any confidential market information that the ISO receives from another 

independent system operator or regional transmission organization subject to the Commission’s 

jurisdiction, or its market monitor, as part of an investigation to determine (a) if a Market Violation is 

occurring or has occurred, (b) if market power is being or has been exercised, or (c) if a market design 

flaw exists.  In addition, the Internal Market Monitor and External Market Monitor shall have full access 

to the ISO’s electronically generated information and databases and shall have exclusive control over any 

data created by the Internal Market Monitor or External Market Monitor.  The Internal Market Monitor 

and External Market Monitor may share any data created by it with the ISO, which shall maintain the 

confidentiality of such data in accordance with the terms of the ISO New England Information Policy. 

 

III.A.1.4.  Interpretation.  

In the event that any provision of any ISO New England Filed Document is inconsistent with the 

provisions of this Appendix A, the provisions of Appendix A shall control.  Notwithstanding the 

foregoing, Sections III.A.1.2, III.A.2.2 (a)-(c), (e)-(h), Section III.A.2.3 (a)-(g), (i), (n) and Section III. 

A.17.3 are also part of the Participants Agreement and cannot be modified in either Appendix A or the 

Participants Agreement without a corresponding modification at the same time to the same language in 

the other document. 

 

III.A.1.5.  Definitions.  

Capitalized terms not defined in this Appendix A are defined in the definitions section of Section I of the 

Tariff.   

 

III.A.2.  Functions of the Market Monitor. 

 

III.A.2.1.  Core Functions of the Internal Market Monitor and External Market Monitor. 

The Internal Market Monitor and External Market Monitor will perform the following core functions: 

 

(a) Evaluate existing and proposed market rules, tariff provisions and market design elements, and 

recommend proposed rule and tariff changes to the ISO, the Commission, Market Participants, public 

utility commissioners of the six New England states, and to other interested entities, with the 

understanding that the Internal Market Monitor and External Market Monitor are not to effectuate any 

proposed market designs (except as specifically provided in Section III.A.2.4.4, Section III.A.9 and 

Section III.A.10 of this Appendix A).  In the event the Internal Market Monitor or External Market 

 



 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications and recommendations to the ISO and to the Commission, with an explanation of why 

broader dissemination should be avoided at that time. Nothing in this Section III.A.2.1 (a) shall 

prohibit or restrict the Internal Market Monitor and External Market Monitor from implementing 

Commission accepted rule and tariff provisions regarding market monitoring or mitigation functions 

that, according to the terms of the applicable rule or tariff language, are to be performed by the 

Internal Market Monitor or External Market Monitor. 

(b) Review and report on the performance of the New England Markets to the ISO, the Commission, 

Market Participants, the public utility commissioners of the six New England states, and to other 

interested entities. 

(c) Identify and notify the Commission’s Office of Enforcement of instances in which a Market 

Participant’s behavior, or that of the ISO, may require investigation, including suspected tariff 

violations, suspected violations of Commission-approved rules and regulations, suspected market 

manipulation, and inappropriate dispatch that creates substantial concerns regarding unnecessary 

market inefficiencies.  

 

III.A.2.2. Functions of the External Market Monitor.   

To accomplish the functions specified in Section III.A.2.1 of this Appendix A, the External Market 

Monitor shall perform the following functions: 

 

(a) Review the competitiveness of the New England Markets, the impact that the market rules and/or 

changes to the market rules will have on the New England Markets and the impact that the ISO’s 

actions have had on the New England Markets.  In the event that the External Market Monitor 

uncovers problems with the New England Markets, the External Market Monitor shall promptly 

inform the Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board 

of Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the External Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

 



 

(b) Perform independent evaluations and prepare annual and ad hoc reports on the overall 

competitiveness and efficiency of the New England Markets or particular aspects of the New England 

Markets, including the adequacy of this Appendix A, in accordance with the provisions of Section 

III.A.17 of this Appendix A. 

(c) Conduct evaluations and prepare reports on its own initiative or at the request of others. 

(d)  Monitor and review the quality and appropriateness of the mitigation conducted by the Internal 

Market Monitor.  In the event that the External Market Monitor discovers problems with the quality 

or appropriateness of such mitigation, the External Market Monitor shall promptly inform the 

Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board of 

Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and/or 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the External Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

(e)   Prepare recommendations to the ISO Board of Directors and the Market Participants on how to 

improve the overall competitiveness and efficiency of the New England Markets or particular aspects 

of the New England Markets, including improvements to this Appendix A. 

(f)   Recommend actions to the ISO Board of Directors and the Market Participants to increase liquidity 

and efficient trade between regions and improve the efficiency of the New England Markets. 

(g)  Review the ISO’s filings with the Commission from the standpoint of the effects of any such filing on 

the competitiveness and efficiency of the New England Markets.  The External Market Monitor will 

have the opportunity to comment on any filings under development by the ISO and may file 

comments with the Commission when the filings are made by the ISO.  The subject of any such 

comments will be the External Market Monitor’s assessment of the effects of any proposed filing on 

the competitiveness and efficiency of the New England Markets, or the effectiveness of this Appendix 

A, as appropriate. 

(h)  Provide information to be directly included in the monthly market updates that are provided at the 

meetings of the Market Participants. 

 

III.A.2.3.  Functions of the Internal Market Monitor.  

 



 

To accomplish the functions specified in Section III.A.2.1 of this Appendix A, the Internal Market 

Monitor shall perform the following functions: 

 

(a) Maintain Appendix A and consider whether Appendix A requires amendment.  Any amendments 

deemed to be necessary by the Internal Market Monitor shall be undertaken after consultation with 

Market Participants in accordance with Section 11 of the Participants Agreement. 

(b) Perform the day-to-day, real-time review of market behavior in accordance with the provisions of this 

Appendix A. 

(c) Consult with the External Market Monitor, as needed, with respect to implementing and applying the 

provisions of this Appendix A. 

(d) Identify and notify the Commission’s Office of Enforcement staff of instances in which a Market 

Participant’s behavior, or that of the ISO, may require investigation, including suspected Tariff 

violations, suspected violations of Commission-approved rules and regulations, suspected market 

manipulation, and inappropriate dispatch that creates substantial concerns regarding unnecessary 

market inefficiencies, in accordance with the procedures outlined in Section III.A.19 of this Appendix 

A. 

(e) Review the competitiveness of the New England Markets, the impact that the market rules and/or 

changes to the market rules will have on the New England Markets and the impact that ISO’s actions 

have had on the New England Markets.  In the event that the Internal Market Monitor uncovers 

problems with the New England Markets, the Internal Market Monitor shall promptly inform the 

Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board of 

Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the Internal Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

 (f) Provide support and information to the ISO Board of Directors and the External Market Monitor 

consistent with the Internal Market Monitor’s functions. 

(g) Prepare an annual state of the market report on market trends and the performance of the New 

England Markets, as well as less extensive quarterly reports, in accordance with the provisions of 

Section III.A.17 of this Appendix A. 

 



 

(h) Make one or more of the Internal Market Monitor staff members available for regular conference 

calls, which may be attended, telephonically or in person, by Commission and state commission staff, 

by representatives of the ISO, and by Market Participants.  The information to be provided in the 

Internal Market Monitor conference calls is generally to consist of a review of market data and 

analyses of the type regularly gathered and prepared by the Internal Market Monitor in the course of 

its business, subject to appropriate confidentiality restrictions.  This function may be performed 

through making a staff member of the Internal Market Monitor available for the monthly meetings of 

the Market Participants and inviting Commission staff and the staff of state public utility 

commissions to those monthly meetings. 

(i) Be primarily responsible for interaction with external Control Areas, the Commission, other 

regulators and Market Participants with respect to the matters addressed in this Appendix A. 

(j) Monitor for conduct whether by a single Market Participant or by multiple Market Participants acting 

in concert, including actions involving more than one Resource, that may cause a material effect on 

prices or other payments in the New England Markets if exercised from a position of market power, 

and impose appropriate mitigation measures if such conduct is detected and the other applicable 

conditions for the imposition of mitigation measures as set forth in this Appendix A are met. The 

categories of conduct for which the Internal Market Monitor shall perform monitoring for potential 

mitigation are: 

 

(i) Economic withholding, that is, submitting a Supply Offer for a Resource that is 

unjustifiably high and violates the economic withholding criteria set forth in Section 

III.A.5 so that (i) the Resource is not or will not be dispatched or scheduled, or (ii) the bid 

or offer will set an unjustifiably high market clearing price. 

(ii) Uneconomic production from a Resource, that is, increasing the output of a Resource to 

levels that would otherwise be uneconomic, absent an order of the ISO, in order to cause, 

and obtain benefits from, a transmission constraint. 

(iii) Anti-competitive Increment Offers and Decrement Bids, which are bidding practices 

relating to Increment Offers and Decrement Bids that cause Day-Ahead LMPs not to 

achieve the degree of convergence with Real-Time LMPs that would be expected in a 

workably competitive market, more fully addressed in Section III.A.11 of this Appendix 

A. 

(iv) Anti-competitive Demand Bids, which are addressed in Section III.A.10 of this Appendix 

A. 

 



 

(v) Other categories of conduct that have material effects on prices or NCPC payments in the 

New England Markets.  The Internal Market Monitor, in consultation with the External 

Market Monitor, shall; (i) seek to amend Appendix A as may be appropriate to include 

any such conduct that would substantially distort or impair the competitiveness of any of 

the New England Markets; and (ii) seek such other authorization to mitigate the effects of 

such conduct from the Commission as may be appropriate.  

 

(k) Perform such additional monitoring as the Internal Market Monitor deems necessary, including 

without limitation, monitoring for: 

 

(i) Anti-competitive gaming of Resources; 

(ii) Conduct and market outcomes that are inconsistent with competitive markets; 

(iii) Flaws in market design or software or in the implementation of rules by the ISO that 

create inefficient incentives or market outcomes; 

(iv) Actions in one market that affect price in another market; 

(v) Other aspects of market implementation that prevent competitive market results, the 

extent to which market rules, including this Appendix A, interfere with efficient market 

operation, both short-run and long-run; and 

(vi) Rules or conduct that creates barriers to entry into a market. 

 
The Internal Market Monitor will include significant results of such monitoring in its reports under 

Section III.A.17 of this Appendix A.  Monitoring under this Section III.A.2.3(k) cannot serve as a basis 

for mitigation under III.A.11 of this Appendix A.  If the Internal Market Monitor concludes as a result of 

its monitoring that additional specific monitoring thresholds or mitigation remedies are necessary, it may 

proceed under Section III.A.20. 

 

(l) Propose to the ISO and Market Participants appropriate mitigation measures or market rule changes 

for conduct that departs significantly from the conduct that would be expected under competitive 

market conditions but does not rise to the thresholds specified in Sections III.A.5, III.A.10, or 

III.A.11.  In considering whether to recommend such changes, the Internal Market Monitor shall 

evaluate whether the conduct has a significant effect on market prices or NCPC payments as specified 

below.  The Internal Market Monitor will not recommend changes if it determines, from information 

provided by Market Participants (or parties that would be subject to mitigation) or from other 

 



 

information available to the Internal Market Monitor, that the conduct and associated price or NCPC 

payments under investigation are attributable to legitimate competitive market forces or incentives. 

(m) Evaluate physical withholding of Supply Offers in accordance with Section III.A.4 below for referral 

to the Commission in accordance with Appendix B of this Market Rule l. 

(n) If and when established, participate in a committee of regional market monitors to review issues 

associated with interregional transactions, including any barriers to efficient trade and competition. 

 

III.A.2.4.  Overview of the Internal Market Monitor’s Mitigation Functions. 

 

III.A.2.4.1. Purpose. 

The mitigation measures set forth in this Appendix A for mitigation of market power are intended 

to provide the means for the Internal Market Monitor to mitigate the market effects of any actions 

or transactions that are without a legitimate business purpose and that are intended to or 

foreseeably could manipulate market prices, market conditions, or market rules for electric energy 

or electricity products.  Actions or transactions undertaken by a Market Participant that are 

explicitly contemplated in Market Rule l (such as virtual supply or load bidding) or taken at the 

direction of the ISO are not in violation of this Appendix A.  These mitigation measures are 

intended to minimize interference with open and competitive markets, and thus to permit to the 

maximum extent practicable, price levels to be determined by competitive forces under the 

prevailing market conditions.  To that end, the mitigation measures authorize the mitigation of 

only specific conduct that exceeds well-defined thresholds specified below.  When implemented, 

mitigation measures affecting the LMP or clearing prices in other markets will be applied ex ante.  

Nothing in this Appendix A, including the application of a mitigation measure, shall be deemed to 

be a limitation of the ISO’s authority to evaluate Market Participant behavior for potential 

sanctions under Appendix B of this Market Rule 1. 

 

III.A.2.4.2.  Conditions for the Imposition of Mitigation. 

(a) Imposing Mitigation.  To achieve the foregoing purpose and objectives, mitigation 

 measures are imposed pursuant to  Sections III.A.5, III.A.10, and III.A.11. below: 

(b) Notwithstanding the foregoing or any other provision of this Appendix A, and as more 

fully described in Section III.B.3.2.6 of Appendix B to this Market Rule 1, certain 

economic decisions shall not be deemed a form of withholding or otherwise inconsistent 

with competitive conduct. 

 

 



 

III.A.2.4.3   Applicability.   

Mitigation measures may be applied to Supply Offers, Increment Offers, Demand Bids, and 

Decrement Bids, as well as to the scheduling or operation of a generation unit or transmission 

facility. 

 

III.A.2.4.4   Mitigation Not Provided for Under This Appendix A. 

The Internal Market Monitor shall monitor the New England Markets for conduct that it 

determines constitutes an abuse of market power but does not trigger the thresholds specified 

below for the imposition of mitigation measures by the Internal Market Monitor.  If the Internal 

Market Monitor identifies any such conduct, and in particular conduct exceeding the thresholds 

specified in this Appendix A, it may make a filing under §205 of the Federal Power Act (“§205”) 

with the Commission requesting authorization to apply appropriate mitigation measures.  Any 

such filing shall identify the particular conduct the Internal Market Monitor believes warrants 

mitigation, shall propose a specific mitigation measure for the conduct, and shall set forth the 

Internal Market Monitor’s justification for imposing that mitigation measure. 

 

III.A.2.4.5   Duration of Mitigation. 

Any mitigation measure imposed on a specific Market Participant, as specified below, shall 

expire not later than six months after the occurrence of the conduct giving rise to the measure, or 

at such earlier time as may be specified by the Internal Market Monitor or as otherwise provided 

in this Appendix A or in Appendix B to this Market Rule 1.  

 

III.A.3.   Consultation Prior to Determination of Reference Levels for Physical and Financial 

Parameters of Resources. 

Upon request of a Market Participant or at the initiative of the Internal Market Monitor, the Internal 

Market Monitor shall consult with a Market Participant with respect to the information and analysis used 

to determine Reference Levels under Section III.A.7 for that Market Participant.  In order for the Internal 

Market Monitor to revise Reference Levels or treat an offer as not violating applicable conduct tests 

specified in Section III.A.5.5 for an Operating Day for which the offer is submitted, all cost data and other 

information, other than automated index-based cost data received by the Internal Market Monitor from 

third party vendors, cost data and information calculated by the Internal Market Monitor, and cost data 

and information provided under the provisions of Section III.A.3.1 or Section III.A.3.2, must be 

submitted by a Market Participant, and all consultations must be completed, no later than 5:00 p.m. of the 

 



 

second business day prior to the Operating Day for which the Reference Level will be effective.  Market 

Participant requests to alter a Reference Level must be submitted to imm@iso-ne.com. 

 

III.A.3.1.  Consultation Prior to Offer. 

If an event occurs within the 24 hour period prior to the Operating Day that a Market Participant believes 

will cause the operating cost of a Resource to exceed the level that would violate one of the conduct tests 

specified in Section III.A.5 of this Appendix A, the Market Participant may contact the Internal Market 

Monitor to provide an explanation of increased cost.  In order for the information to be considered for the 

purposes of the Day-Ahead Energy Market, the Market Participant must contact the Internal Market 

Monitor no later than 30 minutes prior to the submission deadline for the Day-Ahead Energy Market.  In 

order for the information to be considered for purposes of the Real-Time Energy Market, the Market 

Participant must contact the Internal Market Monitor no later than 60 minutes after the posting of the 

Day-Ahead Energy Market results.  If the Internal Market Monitor determines that there is an increased 

cost, the Internal Market Monitor will either update the Reference Level or treat an offer as not violating 

applicable conduct tests specified in Section III.A.5.5 for the Operating Day for which the offer is 

submitted.   

 

III.A.3.2.   Dual Fuel Resources. 

In evaluating bids or offers under this Appendix A for dual fuel Resources, the Internal Market Monitor 

shall utilize the least cost fuel type in the calculation of cost-based Reference Levels, pursuant to Section 

III.A.7.5 below, unless a Market Participant notifies the Internal Market Monitor that the Resource will be 

operating on the higher cost fuel type. 

 

If a Market Participant provides such notification, the Internal Market Monitor will use the higher cost 

fuel type in the calculation of the cost-based Reference Levels for the resource.  If the ratio of the higher 

cost fuel to the lower cost fuel, as calculated in accordance with the formula specified below, is greater 

than 1.75, then the Market Participant must, within five business days of a request by the Internal Market 

Monitor: 

 

(a) provide the Internal Market Monitor with written verification as to the cause for the use of the 

higher cost fuel. 

 

(b) provide the Internal Market Monitor with evidence that the higher cost fuel was used. 

 

 



 

If the Market Participant fails to provide supporting information demonstrating the use of the higher-cost 

fuel within five business days of a request by the Internal Market Monitor, then the Reference Level 

based on the lower cost fuel will be used in place of the Supply Offer for settlement purposes.   

 

For purposes of this Section III.A.3.2, the ratio of the Resource’s higher cost fuel to the lower cost fuel is 

calculated as, for the two primary fuels utilized in the dispatch of the Resource, the maximum fuel index 

price for the Operating Day divided by the minimum fuel index price for the Operating Day, using the 

two fuel indices that are utilized in the calculation of the Resource’s Reference Levels for the Day-Ahead 

Energy Market for that Operating Day. 

 

III.A.3.3. Market Participant Access to its Reference Levels. 

The Internal Market Monitor will make available to the Market Participant the Reference Levels 

applicable to that Market Participant’s Supply Offers through the MUI.  The Reference Levels will be 

made available on a daily basis.  The Market Participant shall not modify such Reference Levels in the 

ISO’s or Internal Market Monitor’s systems. 

 

III.A.4.   Physical Withholding. 

 

III.A.4.1.  Identification of Conduct Inconsistent with Competition. 

This section defines thresholds used to identify possible instances of physical withholding.  This section 

does not limit the Internal Market Monitor’s ability to refer potential instances of physical withholding to 

the Commission.  

 

Generally, physical withholding involves not offering to sell or schedule the output of or services 

provided by a Resource capable of serving the New England Markets when it is economic to do so.  

Physical withholding may include, but is not limited to: 

 

(a) falsely declaring that a Resource has been forced out of service or otherwise become unavailable, 

(b) refusing to make a Supply Offer, or schedules for a Resource when it would be in the economic 

interest absent market power, of the withholding entity to do so, 

(c) operating a Resource in Real-Time to produce an output level that is less than the ISO Dispatch 

Rate, or  

(d) operating a transmission facility in a manner that is not economic, is not justified on the basis of 

legitimate safety or reliability concerns, and contributes to a binding transmission constraint. 

 



 

 

III.A.4.2.   Thresholds for Identifying Physical Withholding. 

 

III.A.4.2.1.  Initial Thresholds. 

Except as specified in subsection III.A.4.2.4 below, the following initial thresholds will be 

employed by the Internal Market Monitor to identify physical withholding of a Resource: 

 

(a) Withholding that exceeds the lower of 10% or 100 MW of a Resource’s capacity; 

(b) Withholding that exceeds in the aggregate the lower of 5% or 200 MW of a Market 

Participant’s total capacity for Market Participants with more than one Resource; or 

(c) Operating a Resource in Real-Time at an output level that is less than 90% of the ISO’s 

Dispatch Rate for the Resource. 

 

III.A.4.2.2.   Adjustment to Generating Capacity. 

The amounts of generating capacity considered withheld for purposes of applying the foregoing 

thresholds shall include unjustified deratings, that is, falsely declaring a Resource derated, and the 

portions of a Resource’s available output that are not offered. The amounts deemed withheld shall 

not include generating output that is subject to a forced outage or capacity that is out of service 

for maintenance in accordance with an ISO maintenance schedule, subject to verification by the 

Internal Market Monitor as may be appropriate that an outage was forced. 

 

III.A.4.2.3.   Withholding of Transmission. 

A transmission facility shall be deemed physically withheld if it is not operated in accordance 

with ISO instructions and such failure to conform to ISO instructions causes transmission 

congestion.  A transmission facility shall not be deemed withheld if it is subject to a forced outage 

or is out of service for maintenance in accordance with an ISO maintenance schedule, subject to 

verification by the Internal Market Monitor as may be appropriate that an outage was forced. 

 

III.A.4.2.4.   Resources in Congestion Areas. 

Minimum quantity thresholds shall not be applicable to the identification of physical withholding 

by a Resource in an area the ISO has determined is congested. 

 

III.A.4.3.  Hourly Market Impacts. 

 



 

Before evaluating possible instances of physical withholding for imposition of sanctions, the Internal 

Market Monitor shall investigate the reasons for the change in accordance with Section III.A.3. If the 

physical withholding in question is not explained to the satisfaction of the Internal Market Monitor, the 

Internal Market Monitor will determine whether the conduct in question causes a price impact in the New 

England Markets in excess of any of the thresholds specified in Section III.A.5, as appropriate. 

 

III.A.5.   Mitigation.  

 

III.A.5.1.  Resources with Capacity Supply Obligations. 

Only Supply Offers associated with Resources with Capacity Supply Obligations will be evaluated for 

economic withholding in the Day-Ahead Energy Market.  All Supply Offers will be evaluated for 

economic withholding in the Real-Time Energy Market. 

 

 III.A.5.1.1. Resources with Partial Capacity Supply Obligations. 

Supply Offers associated with Resources with a Capacity Supply Obligation for less than their 

full capacity shall be evaluated for economic withholding and mitigation as follows: 

 

(a) all Supply Offer parameters shall be reviewed for economic withholding; 

(b) the energy price Supply Offer parameter shall be reviewed for economic withholding up 

to and including the higher of:  (i) the block containing the Resource’s Economic 

Minimum Limit, or; (ii) the highest block that includes any portion of the Capacity 

Supply Obligation; 

(c) if a Resource with a partial Capacity Supply Obligation consists of multiple assets, the 

offer blocks associated with the Resource that shall be evaluated for mitigation shall be 

determined by using each asset’s Seasonal Claimed Capability value in proportion to the 

total of the Seasonal Claimed Capabilities for all of the assets that make up the Resource.  

The Lead Market Participant of a Resource with a partial Capacity Supply Obligation 

consisting of multiple assets may also propose to the Internal Market Monitor the offer 

blocks that shall be evaluated for mitigation based on an alternative allocation on a 

monthly basis.  The proposal must be made at least five business days prior to the start of 

the month.  A proposal shall be rejected by the Internal Market Monitor if the designation 

would be inconsistent with competitive behavior  

 

III.A.5.2.  Structural Tests.   

 



 

There are two structural tests that determine which mitigation thresholds are applied to a Supply Offer: 
 
(a) if a supplier is determined to be pivotal according to the pivotal supplier test, then the thresholds in 

Section III.A.5.5.1 “General Threshold Energy Mitigation” and Section III.A.5.5.3 “General 

Threshold Commitment Mitigation” apply, and; 

(b) if a Resource is determined to be in a constrained area according to the constrained area test, then the 

thresholds in Section III.A.5.5.2 “Constrained Area Threshold Energy Mitigation” and Section 

III.A.5.5.4 “Constrained Area Threshold Commitment Mitigation” apply. 

 

III.A.5.2.1.   Pivotal Supplier Test. 

The pivotal supplier test examines whether a Market Participant has aggregate energy Supply 

Offers (up to and including Economic Max) that exceed the supply margin.  A Market Participant 

whose aggregate energy associated with Supply Offers exceeds the supply margin is a pivotal 

supplier. 

 

The supply margin for an interval is the total energy Supply Offers from available Resources (up 

to and including Economic Max), less total system load (as adjusted for net interchange with 

other Control Areas, including Operating Reserve).  Resources are considered available for an 

interval if they can provide energy within the interval.  The applicable interval in the Day-Ahead 

Energy Market is any of the 24 hours for which pivotal supplier calculations are made.  The 

applicable interval for the current operating plan in the Real-Time Energy Market is any of the 

hours in the plan.  The applicable interval for UDS is the interval for which UDS issues 

instructions. 

 

The pivotal supplier test shall be run prior to the clearing of the Day-Ahead Energy Market, prior 

to each determination of a new operating plan for the Operating Day, and prior to each execution 

of the UDS. 

. 

 III.A.5.2.2.  Constrained Area Test. 

A Resource is considered to be within a constrained area if: 

 

(a) for purposes of the Real-Time Energy Market, the Resource is located on the import-

constrained side of a binding constraint and there is a sensitivity to the binding constraint 

such that the UDS used to relieve transmission constraints would commit or dispatch the 

Resource in order to relieve that binding transmission constraint, or; 

 



 

(b) for purposes of the Day-Ahead Energy Market, the LMP at the Resource’s Node exceeds 

the LMP at the Hub by more than $25/MWh. 

 

III.A.5.3.   Calculation of Impact Tests in the Day-Ahead Energy Market. 

The price impact for the purposes of Section III.A.5.5.1 “General Threshold Energy Mitigation” 

compares two LMPs at a Resource’s Node.  The first LMP is calculated based on the Supply Offers 

submitted for all Resources.  The second LMP is calculated through a simulation of the Day-Ahead 

Energy Market with the offer blocks associated with conduct violations of the pivotal supplier’s 

Resources set to their Reference Levels. 

 

A Supply Offer shall be determined to have no price impact for the purposes of Section III.A.5.5.1 

“General Threshold Energy Mitigation” if: 

 

(a) the first LMP at the Resource’s Node is less than the impact threshold, or; 

(b) the first LMP minus the Resource’s Reference Level for each offer block is less than the impact 

threshold. 

 

The price impact for the purposes of Section III.A.5.5.2 “Constrained Area Energy Mitigation” is equal to 

the difference between the LMP at the Resource’s Node and the LMP at the Hub. 

 

III.A.5.4.   Calculation of Impact Tests in the Real-Time Energy Market. 

The energy price impact test applied in the Real-Time Energy Market shall compare two LMPs at the 

Resource’s Node.  The first LMP will be calculated based on the Supply Offers submitted for all 

Resources.  If a Supply Offer has been mitigated in a prior interval, the calculation of the first LMP shall 

be based on the mitigated value.  The second LMP shall be calculated substituting Reference Levels for 

Supply Offers that have failed the applicable conduct test.  The difference between the two LMPs is the 

price impact of the conduct violation. 

 

A Supply Offer shall be determined to have no price impact if the offer block that violates the conduct 

test is: 

 

(a) less than the LMP calculated using the submitted Supply Offers, and less than the LMP calculated 

using Reference Levels for Supply Offers that have failed the conduct test, or; 

 



 

(b) greater than the LMP calculated using the submitted Supply Offers, and greater than the LMP 

calculated using Reference Levels for Supply Offers that have failed the conduct test, and the 

Resource has not been dispatched into the offer block that exceeds the LMP. 

 

III.A.5.5.    Mitigation by Type.  

 

III.A.5.5.1.  General Threshold Energy Mitigation. 

 
III.A.5.5.1.1. Applicability. 
 
Mitigation pursuant to this section shall be applied to all Supply Offers submitted by a Lead 

Market Participant that is determined to be a pivotal supplier. 

 

III.A.5.5.1.2. Conduct Test. 

A Supply Offer fails the conduct test for general threshold energy mitigation if any offer block 

price exceeds the Reference Level by an amount greater than 300% or $100/MWh, whichever is 

lower.  Offer block prices below $25/MWh are not subject to the conduct test. 

 

III.A.5.5.1.3. Impact Test. 

A Supply Offer that fails the conduct test for general threshold energy mitigation shall be 

evaluated against the impact test for general threshold energy mitigation.  A Supply Offer fails 

the impact test for general threshold energy mitigation if there is an increase in the LMP greater 

than 200% or $100/MWh, whichever is lower as determined by the day-ahead or real-time impact 

test.  

 

III.A.5.5.1.4. Consequence of Failing Both Conduct and Impact Test. 

If a Supply Offer fails the general threshold conduct and impact tests, then the financial 

parameters of the Supply Offer shall be set to their Reference Levels, including all energy offer 

block prices and all types of Start-Up Fees and the No-Load Fee. 

 

III.A.5.5.2. Constrained Area Energy Mitigation. 

 

III.A.5.5.2.1. Applicability. 

Mitigation pursuant to this section shall be applied to Supply Offers associated with a Resource 

determined to be within a constrained area. 

 



 

 

III.A.5.5.2.2. Conduct Test. 

A Supply Offer fails the conduct test for constrained area energy mitigation if any offer block 

price exceeds the Reference Level by an amount greater than 50% or $25/MWh, whichever is 

lower. 

 

III.A.5.5.2.3. Impact Test. 

A Supply Offer fails the impact test for constrained area energy mitigation if there is an increase 

greater than 50% or $25/MWh, whichever is lower, in the LMP as determined by the day-ahead 

or real-time impact test. 

 

III.A.5.5.2.4. Consequence of Failing Both Conduct and Impact Test. 

If a Supply Offer fails the constrained area conduct and impact tests, then the financial parameters 

of the Supply Offer shall be set to their Reference Levels, including all energy offer blocks and 

all types of Start-Up Fees and the No-Load Fee. 

 

III.A.5.5.3. General Threshold Commitment Mitigation. 

 

III.A.5.5.3.1. Applicability. 

Mitigation pursuant to this section shall be applied to any Resource whose Lead Market 

Participant is determined to be a pivotal supplier. 

 

III.A.5.5.3.2. Conduct Test. 

A Resource shall fail the conduct test for general threshold commitment mitigation if any Start-

Up Fee or No-Load Fee exceeds the Reference Level for that fee by 200% or more. 

 

III.A.5.5.3.3. Consequence of Failing Conduct Test. 

If a Resource fails the general threshold commitment conduct test, it shall be evaluated for 

commitment based on an offer with all financial parameters of its Supply Offer set to their 

Reference Levels, including all offer blocks and all types of Start-Up Fees and the No-Load Fee.  

If a Resource is committed, then all financial parameters of its Supply Offer are set to their 

Reference Levels. 

 

III.A.5.5.4. Constrained Area Commitment Mitigation. 

 



 

 

III.A.5.5.4.1. Applicability. 

Mitigation pursuant to this section shall be applied to any Resource determined to be within a 

constrained area in the Real-Time Energy Market. 

 

III.A.5.5.4.2. Conduct Test. 

A Resource shall fail the conduct test for constrained area commitment mitigation if any Start-Up 

Fee or the No-Load Fee is submitted with an increase greater than 25% above the Reference 

Level. 

 

III.A.5.5.4.3. Consequence of Failing Test. 

If a Supply Offer fails the constrained area commitment conduct test, it shall be evaluated for 

commitment based on an offer with all financial parameters set to their Reference Levels.  This 

includes all energy offer blocks and all types of Start-Up Fees and the No-Load Fee.  If a 

Resource is committed, then all financial parameters of its Supply Offer are set to their Reference 

Levels. 

 

III.A.5.5.5. Local Reliability Commitment Mitigation. 

 

III.A.5.5.5.1. Applicability. 

Mitigation pursuant to this section shall be applied to Supply Offers for Resources that are 

committed to provide, or Resources that are required to remain online to provide, one or more of 

the following: 

 

(a) local first contingency protection or local second contingency protections; 

(b) VAR or voltage support;  

(c) Special Constraint Resource Service; or 

(d) dual fuel resource auditing. 

 

III.A.5.5.5.2. Minimum Run Time Conduct Test. 

All financial parameters of Supply Offers will be evaluated using the following formula: 

(Low Load Cost Minimum Run Time at Offer – Low Load Cost Minimum Run Time at 

Reference Level) = < Commitment Cost Threshold  

 

 



 

 Where, 

 

Commitment Cost Threshold = 0.1 times Low Load Cost at Reference Level. 

 

Low Load Cost = the cost of operating the Resource at its Economic Minimum Limit calculated 

using the following formula: 

 

(Cold Start-Up Fee + (No Load Fee * Minimum Run Time) + (Price of Energy at Economic 

Minimum Limit * Economic Minimum Limit * Minimum Run Time)) 

 

Low Load Cost Minimum Run Time at Offer = Low Load Cost calculated with financial 

parameters of the Supply Offer. 

 

Low Load Cost Minimum Run Time at Reference Level = Low Load Cost calculated with the 

financial parameters of the Supply Offer set to Reference Levels. 

 

Price of Energy at Economic Minimum Limit = the price for energy at the Resource’s Economic 

Minimum Limit. 

 

For Low Load Cost Minimum Run Time at Offer, the price for energy is the energy price 

parameter from the Supply Offer.  For Low Load Cost Minimum Run Time at Reference Level, 

the Reference Level of the offer block at Economic Minimum Limit is used. 

 

If a Resource’s combined Minimum Run Time and Minimum Down Time exceed 24 hours, then 

the conduct test will use the greater of 24 hours or the Resource’s Minimum Run Time for the 

Minimum Run Time. 

 

If the (Low Load Cost Minimum Run Time at Offer – Low Load Cost Minimum Run Time at 

Reference Level) is greater than the Commitment Cost Threshold, then the conduct test is 

violated. 

 

III.A.5.5.5.3. Actual Run Time Conduct Test.  

If the Supply Offer for a Resource does not violate the conduct test in Section III.A.5.5.5.2, then all 

financial parameters of the Supply Offer will be evaluated using the following formula:  

 



 

 

(Low Load Cost Actual Run Time at Offer – Low Load Cost Actual Run Time at Reference Level) = < 

Commitment Cost Threshold  

 

Where,  

 

Commitment Cost Threshold = 0.1 times Low Load Cost Actual Run Time at Reference Level. 

 

Low Load Cost Actual Run Time = the cost of operating the Resource at its Economic Minimum 

Limit calculated using the following formula:  

 

Cold Start-Up Fee + (No Load Fee * actual local reliability run time) + (Price of 

Energy at Economic Minimum Limit * Economic Minimum Limit * actual local 

reliability run time), where 

actual local reliability run time is the number of hours the Resource was 

operated in the Real-Time Energy Market to provide one or more of the 

services specified in Section III.A.5.5.5.1. 

Low Load Cost Actual Run Time at Offer = Low Load Cost Actual Run Time calculated with 

financial parameters of the Supply Offer.  

 

Low Load Cost Actual Run Time at Reference Level = Low Load Cost Actual Run Time 

calculated with the financial parameters of the Supply Offer set to Reference Levels. 

 

Price of Energy at Economic Minimum Limit = the price for energy at the Resource’s Economic 

Minimum Limit as reflected in the Supply Offer for the Resource.  

 

For Low Load Cost Actual Run Time at Offer, the price for energy is the energy price parameter from the 

Supply Offer. For Low Load Cost Actual Run Time at Reference Level, the Reference Level of the offer 

block at Economic Minimum Limit is used.  

 

If the (Low Load Cost Actual Run Time at Offer – Low Load Cost Actual Run Time at Reference Level) 

is greater than the Commitment Cost Threshold, then the conduct test is violated.  

 

 



 

 

 

III.A.5.5.5.4. Consequence of Failing Test. 

If a Supply Offer fails the local reliability commitment minimum run time conduct test specified 

in Section III.A.5.5.5.2, it shall be evaluated for commitment based on an offer with all financial 

parameters set to their Reference Levels.  This includes all offer blocks and all types of Start-Up 

Fees and the No-Load Fee.  If a Resource is committed, then all financial parameters of its 

Supply Offer are set to their Reference Level. 

 

If a Supply Offer fails the local reliability commitment actual run time conduct test 

specified in Section III.A.5.5.5.3, then all financial parameters of the Supply Offer are set 

to their Reference Level for purposes of calculating Day-Ahead Energy Market and Real-

Time Energy Market revenues. 

 

III.A.5.6.  Duration of Energy Threshold Mitigation. 

Any mitigation imposed pursuant to Sections III.A.5.5.1 “General Threshold Energy Mitigation” or 

III.A.5.5.2 “Constrained Area Threshold Energy Mitigation” is in effect for the following duration: 

 

(a) in the Real-Time Energy Market, mitigation starts when the impact test violation occurs; 

(b) in the Day-Ahead Energy Market, mitigation starts at the beginning of the Operating Day; and, 

(c) for both the Real-Time Energy Market and Day-Ahead Energy Market, mitigation remains in effect 

through the end of the Operating Day or through the end of the Resource’s minimum run time, 

whichever is later. 

 

III.A.5.7. Duration of Commitment Mitigation. 

Any mitigation imposed pursuant to Sections III.A.5.5.3 “General Threshold Commitment Mitigation”, 

III.A.5.5.4 “Constrained Area Commitment Mitigation”, or III.A.5.5.5 “Local Reliability Commitment 

Mitigation” is in effect for the following duration:  

 

(a) in the Real-Time Energy Market, mitigation starts either; 

a. on the first hour a Resource is directed to remain on-line by the ISO or; 

b. in all other cases, at the time of the decision to commit the Resource. 

(b) in the Day-Ahead Energy Market, mitigation starts at the beginning of the Operating Day, and; 

 



 

(c) for both the Real-Time Energy Market and Day-Ahead Energy Market, mitigation remains in effect 

through the end of the Operating Day or through the end of the Resource’s minimum run time, 

whichever is later. 

 

III.A.5.8. Correction of Mitigation. 

If the Internal Market Monitor determines that there are one or more errors in the mitigation applied in an 

Operating Day due to data entry, system or software errors by the ISO or the Internal Market Monitor, the 

Internal Market Monitor shall notify the market monitoring contacts specified by the Lead Market 

Participant within five business days of the applicable Operating Day.  The ISO shall correct the error as 

part of the Data Reconciliation Process by applying the correct values to the relevant Supply Offer in the 

settlement process. 

 

The permissibility of correction of errors in mitigation, and the timeframes and procedures for permitted 

corrections, are addressed solely in this section and not in those sections of Market Rule 1 relating to 

settlement and billing processes. 

 

III.A.5.9. Delay of Day-Ahead Energy Market Due to Mitigation Process. 

The posting of the Day-Ahead Energy Market results may be delayed if necessary for the completion of 

mitigation procedures. 

 

III.A.6.   Physical Parameter Offer Thresholds. 

Physical parameters of a Supply Offer are limited to thresholds specified in this section.  Physical 

parameters are limited by the software accepting offers, except those that can be re-declared in real time 

during the Operating Day.  Parameters that exceed the thresholds specified here but are not limited 

through the software accepting offers are subject to Internal Market Monitor review after the Operating 

Day and possible referral to the Commission under Section III.A.19 of this Appendix. 

 

III.A.6.1. Time-Based Offer Parameters. 

Supply Offer parameters that are expressed in time (i.e., minimum run time, minimum down time, start 

time, and notification time) shall have a threshold of two hours for an individual parameter or six hours 

for the combination of the time-based offer parameters compared to the Resource’s Reference Levels.  

Offers may not exceed these thresholds in a manner that reduce the flexibility of the Resource.  To 

determine if the six hour threshold is exceeded, all time-based offer parameters will be summed for each 

start-up state (hot, intermediate and cold).  If the sum of the time-based offer parameters for a start-up 

 



 

state exceeds six hours above the sum of the Reference Levels for those offer parameters, then the six 

hour threshold is exceeded. 

 

III.A.6.1.1. Other Offer Parameters. 

Non-financial or non-time-based offer parameters shall have a threshold of a 100% increase, or 

greater, for parameters that are minimum values, or a 50% decrease, or greater, for parameters 

that are maximum values (including, but not limited to, ramp rates, Economic Maximum Limits 

and maximum starts per day) compared to the Resource’s Reference Levels. 

 

Offer parameters that are limited by performance caps or audit values imposed by the ISO are not 

subject to the provisions of this section. 

 

III.A.7.   Calculation of Resource Reference Levels for Physical Parameters and Financial 

Parameters of Resources.   

 

III.A.7.1. Methods for Determining Reference Levels for Physical Parameters. 

The Internal Market Monitor will calculate a Reference Level for each element of a bid or offer that is 

expressed in units other than dollars (such as time-based or quantity level bid or offer parameters) on the 

basis of one or more of the following:  

 

(a) Original equipment manufacturer (OEM) operating recommendations and performance data for all 

Resource types in the New England Control Area, grouped by unit classes, physical parameters and 

fuel types. 

(b) Applicable  environmental operating permit information currently on file with the issuing 

environmental regulatory body. 

(c) Verifiable Resource physical operating characteristic data, including but not limited to facility and/or 

Resource operating guides and procedures, historical operating data and any verifiable documentation 

related to the Resource, which will be reviewed in consultation with the Market Participant. 

 

III.A.7.2. Methods for Determining Reference Levels for Financial Parameters of Supply 

Offers. 

The Reference Levels for Start-Up Fees, No-Load Fees, and offer blocks will be calculated separately and 

assuming no costs from one component are included in another component. 

 

 



 

III.A.7.2.1. Order of Reference Level Calculation. 

The Internal Market Monitor will calculate a Reference Level for each offer block of a Supply 

Offer according to the following hierarchy, under which the first method that can be calculated is 

used: 

 

(a) accepted offer-based Reference Levels pursuant to Section III.A.7.3; 

(b) LMP-based Reference Levels pursuant to Section III.A.7.4; and, 

(c) cost-based Reference Levels pursuant to Section III.A.7.5.  

 

III.A.7.2.2. Circumstances in Which Cost-Based Reference Levels Supersede the 

Hierarchy of Reference Level Calculation. 

In the following circumstances, cost-based Reference Levels shall be used notwithstanding the 

hierarchy specified in Section III.A.7.2.1. 

 

(a) The cost-based Reference Level is higher than either the accepted offer-based or LMP-based 

Reference Level. 

(b) The Supply Offer parameter is a Start-Up Fee or the No-Load Fee. 

(c) The Lead Market Participant requests the cost-based Reference Level. 

(d) During the previous 90 days: 

(i) the Resource has been flagged for VAR, SCR, or as a Local Second Contingency 

Protection Resource for any hour in the Day-Ahead Energy Market or the Real-Time 

Energy Market, and; 

(ii) the ratio of the sum of the operating hours for days for which the Resource has been 

flagged during the previous 90 days in which the number of hours operated out of 

economic merit order in the Day-Ahead Energy Market and the Real-Time Energy 

Market exceed the number of hours operated in economic merit order in the Day-

Ahead Energy Market and Real-Time Energy Market, to the total number of 

operating hours in the Day-Ahead Energy Market and Real-Time Energy Market 

during the previous 90 days is greater than or equal to 50 percent. 

 

For the purposes of this subsection: 

i. A flagged day is any day in which the Resource has been flagged for VAR, 

SCR, or as a Local Second Contingency Protection Resource for any hour in 

either the Day-Ahead Energy Market or the Real-Time Energy Market. 

 



 

ii. Operating hours are the hours in the Day-Ahead Energy Market for which a 

Resource has cleared output (MW) greater than zero and hours in the Real-

Time Energy Market for which a Resource has metered output (MW) greater 

than zero.  For days for which Real-time Energy Market metered values are 

not yet available in the ISO’s or the Internal Market Monitor’s systems, 

telemetered values will be used. 

iii. Self-scheduled hours will be excluded from all of the calculations described 

in this subsection, including the determination of operating hours.  

iv. The determination as to whether a Resource operated in economic merit 

order during an hour will be based on the energy offer block within which 

the Resource is operating. 

 

III.A.7.3. Accepted Offer-Based Reference Level. 

 The Internal Market Monitor shall calculate the accepted offer-based Reference Level as the lower of the 

mean or the median of a generating Resource’s Supply Offers that have been accepted and are part of the 

seller’s Day-Ahead Generation Obligation or Real-Time Generation Obligation in competitive periods 

over the previous 90 days, adjusted for changes in fuel prices utilizing fuel indices generally applicable 

for the location and type of Resource.  For purposes of this section, a competitive period is an Operating 

Day in which the Resource is scheduled in economic merit order. 

 

III.A.7.4. LMP-Based Reference Level. 

The Internal Market Monitor shall calculate the LMP-based Reference Level as the mean of the LMP at 

the Resource’s Node during the lowest-priced 25% of the hours that the Resource was dispatched over the 

previous 90 days for similar days (weekday or weekend day), adjusted for changes in fuel prices. 

 

III.A.7.5. Cost-Based Reference Level. 

The Internal Market Monitor shall calculate cost-based Reference Levels taking into account information 

on costs provided by the Market Participant though the consultation process prescribed in Section III.A.3. 

 

The following criteria shall be applied to estimates of cost: 

 

(a) The provision of cost estimates by a Market Participant shall conform with the timing and 

requirements of Section III.A.3 “Consultation Prior to Determination of Reference Levels for 

Physical and Financial Parameters of Resources”. 

 



 

(b) Costs must be documented. 

(c) All cost estimates shall be based on estimates of current market prices or replacement costs and not 

inventory costs wherever possible. 

(d) When market prices or replacement costs are unavailable, cost estimates shall identify whether the 

reported costs are the result of a product or service provided by an Affiliate of the Market Participant. 

(e) The Internal Market Monitor will evaluate cost information provided by the Market Participant in 

comparison to other information available to the Internal Market Monitor. 

 

III.A.7.5.1.  Estimation of Incremental Operating Cost. 

The Internal Market Monitor’s determination of a Resource’s marginal costs shall include an 

assessment of the Resource’s incremental operating costs in accordance with the following 

formulas, 

 

Incremental Energy: 

(incremental heat rate * fuel costs) + (emissions rate * emissions allowance price) + variable 

operating and maintenance costs + opportunity costs. 

 

Opportunity costs may include, but are not limited to, economic costs associated with complying 

with: 

 

(a) emissions limits; 

(b) water storage limits; and, 

(c) other operating permits that limit production of energy.  

 

No-Load: 

(no-load fuel use * fuel costs) + (no-load emissions * emission allowance price) 

+ no-load variable operating and maintenance costs + other no-load costs that are not fuel, 

emissions or variable and maintenance costs. 

 

Start-Up: 

(start-up fuel use * fuel costs) + (start-up emissions * emission allowance price) + start-up 

variable and maintenance costs + other start-up costs that are not fuel, emissions or variable and 

maintenance costs. 

 

 



 

III.A.8.   Determination of Offer Competitiveness During Shortage Event. 

The Internal Market Monitor shall evaluate the competitiveness of the Supply Offer of each Resource 

with a Capacity Supply Obligation that is off-line during a Shortage Event, as described below.  The 

evaluation for competitiveness shall be performed on Supply Offers in the Day-Ahead Energy Market and 

Supply Offers made during the Re-Offer Period.  A determination of non-competitiveness for a Day-

Ahead Energy Market Supply Offer or a Supply Offer made during the Re-Offer Period which affects an 

hour shall constitute a finding of non-competitiveness for that hour. 

 

(a) The thresholds used for evaluation shall be the general thresholds in Sections III.A.5.5.1 and 

III.A.5.5.3 unless the constrained area mitigation thresholds apply in the Day-Ahead Energy Market 

or Real-Time Energy Market and the resource under evaluation could have fully or partially relieved 

the constraint during the applicable Shortage Event.  If the constrained area mitigation thresholds 

apply, then the energy price Supply Offer parameter and the Start-Up Fee and No-Load Fee 

parameters shall be evaluated for competitiveness using the thresholds in Sections III.A.5.5.2 and 

III.A.5.5.4. 

(b) If the value of any of the following Supply Offer parameters for a resource exceeds the relevant 

thresholds for an hour, all MW for the resource for the hour shall be non-competitive: 

(i) The Start-Up Fees and No-Load Fee; 

(ii) Each time-based Supply Offer parameter;  

(iii) The energy price Supply Offer parameter up to and including the Economic Minimum Limit. 

(c) If none of the parameters evaluated for competitiveness pursuant to Section III.A.8 (b) above are non-

competitive for an hour, then the energy price parameter for each incremental Supply Offer block 

above the resource’s Economic Minimum Limit shall be evaluated for competitiveness using the 

thresholds identified in Section III.A.8 (a) above, in order of lowest energy price to highest energy 

price.  If any Supply Offer block is non-competitive, then that block and all blocks above it shall be 

non-competitive, and all blocks below it shall be competitive.  

 

III.A.9.  Regulation. 

The Internal Market Monitor will monitor the Regulation market for conduct that it determines constitutes 

an abuse of market power.  If the Internal Market Monitor identifies any such conduct, it may make a 

filing under Section 205 of the Federal Power Act with the Commission requesting authorization to apply 

appropriate mitigation measures or to revise Market Rule 1 to address such conduct (or both).  The 

Internal Market Monitor may make such a filing at any time it deems necessary, and may request 

expedited treatment from the Commission.  Any such filing shall identify the particular conduct the 

 



 

Internal Market Monitor believes warrants mitigation or revisions to Market Rule 1 (or both), shall 

propose a specific mitigation measure for the conduct or revision to Market Rule 1 (or both), and shall set 

forth the Internal Market Monitor’s justification for imposing that mitigation measure or revision to 

Market Rule 1 (or both). 

 

III.A.10.  Demand Bids. 

The Internal Market Monitor will monitor Demand Resources as outlined below: 

 

(a) LMPs in the Day-Ahead Energy Market and Real-Time Energy Market shall be monitored to 

determine whether there is a persistent hourly deviation in any location that would not be expected in 

a workably competitive market. 

(b) The Internal Market Monitor shall compute the average hourly deviation between Day-Ahead Energy 

Market and Real-Time Energy Market LMPs, measured as: (LMP real time / LMP day ahead) – 1.  The 

average hourly deviation shall be computed over a rolling four-week period or such other period 

determined by the Internal Market Monitor. 

(c) The Internal Market Monitor shall estimate and monitor the average percentage of each Market 

Participant’s bid to serve load scheduled in the Day-Ahead Energy Market, using a methodology 

intended to identify a sustained pattern of under-bidding as accurately as deemed practicable.  The 

average percentage will be computed over a specified time period determined by the Internal Market 

Monitor. 

 

If the Internal Market Monitor determines that: (i) The average hourly deviation is greater than ten 

percent (10%) or less than negative ten percent (-10%), (ii) one or more Market Participants on behalf of 

one or more LSEs have been purchasing a substantial portion of their loads with purchases in the Real-

Time Energy Market, (iii) this practice has contributed to an unwarranted divergence of LMPs between 

the two markets, and (iv) this practice has created operational problems, the Internal Market Monitor may 

make a filing under Section 205 of the Federal Power Act with the Commission requesting authorization 

to apply appropriate mitigation measures or to revise Market Rule 1 to address such conduct (or both).  

The thresholds identified above shall not limit the Internal Market Monitor’s authority to make such a 

filing.  The Internal Market Monitor may make such a filing at any time it deems necessary, and may 

request expedited treatment from the Commission.  Any such filing shall identify the particular conduct 

that the Internal Market Monitor believes warrants mitigation or revisions to Market Rule 1 (or both), 

shall propose a specific mitigation measure for the conduct or revision to Market Rule 1 (or both), and 

 



 

shall set forth the Internal Market Monitor’s justification for imposing that mitigation measure or revision 

to Market Rule 1 (or both). 

 

III.A.11.   Mitigation of Increment Offers and Decrement Bids.  

 

III.A.11.1.   Purpose. 

The provisions of this section specify the market monitoring and mitigation measures applicable to 

Increment Offers and Decrement Bids.  An Increment Offer is one to supply energy and a Decrement Bid 

is one to purchase energy, in either such case not being backed by physical load or generation and 

submitted in the Day-Ahead Energy Market in accordance with the procedures and requirements specified 

in Market Rule 1 and the ISO New England Manuals. 

 

III.A.11.2.   Implementation. 

 

III.A.11.2.1. Monitoring of Increment Offers and Decrement Bids. 

Day-Ahead LMPs and Real-Time LMPs in each Load Zone or Node, as applicable, shall be 

monitored to determine whether there is a persistent hourly deviation in the LMPs that would not 

be expected in a workably competitive market.  The Internal Market Monitor shall compute the 

average hourly deviation between Day-Ahead LMPs and Real-Time LMPs, measured as:  

 (LMP real time / LMP day ahead) – 1.   

The average hourly deviation shall be computed over a rolling four-week period or such other 

period determined by the Internal Market Monitor to be appropriate to achieve the purpose of this 

mitigation measure. 

 

III.A.11.3. Mitigation Measures. 

If the Internal Market Monitor determines that (i) the average hourly deviation computed over a rolling 

four week period is greater than ten percent (10%) or less than negative ten percent (-10%), and (ii) the 

bid and offer practices of one or more Market Participants has contributed to a divergence between LMPs 

in the Day-Ahead Energy Market and Real-Time Energy Market, then the following mitigation measure 

may be imposed: 

 

The Internal Market Monitor may limit the hourly quantities of Increment Offers for supply or Decrement 

Bids for load that may be offered in a Location by a Market Participant, subject to the following 

provisions: 

 



 

 

(i) The Internal Market Monitor shall, when practicable, request explanations of the relevant bid and 

offer practices from any Market Participant submitting such bids. 

(ii) Prior to imposing a mitigation measure, the Internal Market Monitor shall notify the affected 

Market Participant of the limitation. 

(iii) The Internal Market Monitor, with the assistance of the ISO, will restrict the Market Participant 

for a period of six months from submitting any virtual transactions at the same Node(s), and/or 

electrically similar Nodes to, the Nodes where it had submitted the virtual transactions that 

contributed to the unwarranted divergence between the LMPs in the Day-Ahead Energy Market 

and Real-Time Energy Market. 

 

III.A.11.4. Monitoring and Analysis of Market Design and Rules. 

The Internal Market Monitor shall monitor and assess the impact of Increment Offers and Decrement 

Bids on the competitive structure and performance, and the economic efficiency of the New England 

Markets.  Such monitoring and assessment shall include the effects, if any, on such bids and offers of any 

mitigation measures specified in this Market Rule 1. 

  

III.A.12.   Cap on FTR Revenues. 

If a holder of an FTR between specified delivery and receipt Locations (i) had an Increment Offer and/or 

Decrement Bid that was accepted by the ISO for an applicable hour in the Day-Ahead Energy Market for 

delivery or receipt at or near delivery or receipt Locations of the FTR; and (ii) the result of the acceptance 

of such Increment Offer or Decrement Bid is that the difference in LMP in the Day-Ahead Energy Market 

between such delivery and receipt Locations is greater than the difference in LMP between such delivery 

and receipt Locations in the Real-Time Energy Market, then the Market Participant shall not receive any 

Transmission Congestion Credit associated with such FTR in such hour, in excess of one divided by the 

number of hours in the applicable month multiplied by the amount originally paid for the FTR in the FTR 

Auction.  A Location shall be considered at or near the FTR delivery or receipt Location if seventy-five % 

or more of the energy injected or withdrawn at that Location and which is withdrawn or injected at 

another Location is reflected in the constrained path between the subject FTR delivery and receipt 

Locations that were acquired in the FTR Auction.  

 

III.A.13.  Additional Internal Market Monitor Functions Specified in Tariff. 

 

III.A.13.1.  Review of Offers and Bids in the Forward Capacity Market. 

 



 

In accordance with the following provisions of Section III.13 of Market Rule 1, the Internal Market 

Monitor is responsible for reviewing certain bids and offers made in the Forward Capacity Market.  

Section III.13 of Market Rule 1 specifies the nature and detail of the Internal Market Monitor’s review 

and the consequences that will result from the Internal Market Monitor’s determination following such 

review. 

 

(a) [Reserved]. 

(b) Section III.13.1.2.2.5.2 “Requirements for an Existing Generating Capacity Resource, Existing 

Demand Resource or Existing Import Capacity Resource Having a Higher Summer Qualified 

Capacity than Winter Qualified Capacity.” 

(c) Section III.13.1.2.3.2 “Review by Internal Market Monitor of Bids from Existing Generating 

Capacity Resources.” 

(d) Section III.13.1.3.5.6 “Review by Internal Market Monitor of Offers from New Import Capacity 

Resources and Existing Import Capacity.” 

(e) Section III.13.1.7 “Internal Market Monitor Review of Offers and Bids.” 

 

III.A.13.2.  Supply Offers and Demand Bids Submitted for Reconfiguration Auctions in the 

Forward Capacity Market. 

Section III.13.4 of Market Rule 1 addresses reconfiguration auctions in the Forward Capacity Market.  As 

addressed in Section III.13.4.2 of Market Rule 1, a supply offer or demand bid submitted for a 

reconfiguration auction shall not be subject to mitigation by the Internal Market Monitor. 

 

III.A.13.3.  Monitoring of Transmission Facility Outage Scheduling. 

Appendix G of Market Rule 1 addresses the scheduling of outages for transmission facilities.  The 

Internal Market Monitor shall monitor the outage scheduling activities of the Transmission Owners.  The 

Internal Market Monitor shall have the right to request that each Transmission Owner provide information 

to the Internal Market Monitor concerning the Transmission Owner’s scheduling of transmission facility 

outages, including the repositioning or cancellation of any interim approved or approved outage, and the 

Transmission Owner shall provide such information to the Internal Market Monitor in accordance with 

the ISO New England Information Policy. 

 

III.A.13.4.  Monitoring of Forward Reserve Resources. 

The Internal Market Monitor will receive information that will identify Forward Reserve Resources, the 

Forward Reserve Threshold Price, and the assigned Forward Reserve Obligation.  Prior to mitigation of 

 



 

Supply Offers or Demand Bids associated with a Forward Reserve Resource, the Internal Market Monitor 

shall consult with the Market Participant in accordance with Section III.A.3 of this Appendix A.  The 

Internal Market Monitor and the Market Participant shall consider the impact on meeting any Forward 

Reserve Obligations in those consultations.  If mitigation is imposed, any mitigated offers shall be used in 

the calculation of qualifying megawatts under Section III.9.6.4 of Market Rule 1. 

 

III.A.13.5.  Imposition of Sanctions. 

Appendix B of Market Rule 1 sets forth the procedures and standards under which sanctions may be 

imposed for certain violations of Market Participants’ obligations under the ISO New England Filed 

Documents and other ISO New England System Rules.  The Internal Market Monitor shall administer 

Appendix B in accordance with the provisions thereof. 

 

III.A.14.   Treatment of Supply Offers for Resources Subject to a Cost-of-Service Agreement. 

Article 5 of the form of Cost-of-Service Agreement in Appendix I to Market Rule 1 addresses the 

monitoring of resources subject to a cost-of-service agreement by the Internal Market Monitor and 

External Market Monitor.  Pursuant to Section 5.2 of Article 5 of the Form of Cost-of-Service Agreement, 

after consultation with the Lead Participant, Supply Offers that exceed Stipulated Variable Cost as 

determined in the agreement are subject to adjustment by the Internal Market Monitor to Stipulated 

Variable Cost. 

 

III.A.15.   Request for Additional Cost Recovery. 

 

III.A.15.1. Filing Right. 

If  

 

(a) mitigation has been applied to a Resource under this Appendix A for all or part of one or 
more Operating Days, or  

 

(b) in the absence of mitigation, a Market Participant submitted a Supply Offer at the energy 
offer cap specified in Section III.1.10.1.A(d) of Market Rule 1 for a Resource, or 

 

(c) at the direction of the ISO a Market Participant has adjusted the output of a Resource to an 
amount that exceeds the amount scheduled for the Resource in the Day-Ahead Energy 

 



 

Market to address a critical reliability issue that has resulted in the ISO declaring an 
abnormal conditions alert for one of the reasons specified in Section III.A.15.1.1 below, 

 

and as a result of the action in (a) or (c), or despite the action in (b), the Market Participant believes that it 

will not recover the fuel and variable operating and maintenance costs of the Resource for those 

Operating Days, the Market Participant may, within sixty days of the receipt of the first Invoice issued 

containing credits or charges for the applicable Operating Day, submit a filing to the Commission seeking 

recovery of those costs pursuant to Section 205 of the Federal Power Act. 

 

A request under this Section III.A.15 may seek recovery of additional costs incurred during the 

following periods: (a) if as a result of mitigation, costs incurred for the duration of the mitigation 

event, (b) if as a result of having submitted a Supply Offer at the energy offer cap, costs incurred 

for the duration of the period of time for which the Resource was operated at the energy offer 

cap, and (c) if as a result of being operated to address a critical reliability issue that has resulted 

in the ISO declaring an abnormal conditions alert, for the duration of the period of time when the 

Resource was required to operate to address the critical reliability issue, but only for the amount 

by which the actual incremental costs of operating the Resource in excess of the amount 

scheduled in the Day-Ahead Energy Market exceeded the incremental costs as reflected in the 

Supply Offer. 

 

III.A.15.1.1. Basis for declaration of an abnormal conditions alert. 

(a) Forecasted or actual deficiency of operating reserves requiring implementation of ISO New 
England Operating Procedure No. 4, Action During a Capacity Deficiency, or ISO New 
England Operating Procedure No. 7, Action in an Emergency. 
 

(b) The electric system in New England experiences low transmission voltages and/or low 
reactive reserves. 
 

(c) A solar magnetic disturbance occurs. 
 

(d) A cold weather event is declared. 
 

(e) Inability to provide first contingency protection when an undesirable post-contingency 
condition might result, such as load shedding. 
 

 



 

(f) A credible threat to power system reliability is made, such as sabotage or an approaching 
storm. 
 

(g) Operational staffing shortage impacting normal power system operations within New 
England occurs. 
 

(h) Any other condition that may cause a critical reliability issue as determined by the ISO’s 
operations shift supervisor or the Local Control Center system operator. 

For purposes of this Section III.A.15, declaring an action of ISO New England Operating 

Procedure No.4 or ISO New England Operating Procedure No. 7 shall be treated as declaring an 

abnormal conditions alert. 

 

III.A.15.2. Contents of Filing. 

Any Section 205 filing made pursuant to this section shall include:  (i)  the actual fuel and variable 

operating and maintenance costs for the Resource for the applicable Operating Days, with supporting data 

and calculations for those costs; (ii) an explanation of (a) why the actual costs of operating the Resource 

for the Operating Days exceeded the Reference Level costs or, (b) in the absence of mitigation, why the 

actual costs of operating the Resource for the Operating Days exceeded the costs as reflected in the 

Supply Offer at the energy offer cap; or, (c) why the actual incremental costs of operating the Resource in 

excess of the amount scheduled in the Day-Ahead Market, during the time period for which the ISO has 

declared an abnormal conditions alert for the Operating Day, exceeded in the incremental costs as 

reflected in the supply Offer; (iii) the Internal Market Monitor’s written explanation provided pursuant to 

Section III.A.15.3; and (iv) all requested regulatory costs in connection with the filing. 

 

III.A.15.3. Review by Internal Market Monitor Prior to Filing. 

Within twenty days of the receipt of the first Invoice containing credits or charges for the applicable 

Operating Day, a Market Participant that intends to make a Section 205 filing pursuant to this Section 

III.A.15 shall submit to the Internal Market Monitor the information and explanation detailed in Section 

III.A.15.2 (i) and (ii) that is to be included in the Section 205 filing.  Within twenty days of the receipt of 

a completed submittal, the Internal Market Monitor shall provide a written explanation of the events that 

resulted in the Section III.A.15 request for additional cost recovery.  The Market Participant shall include 

the Internal Market Monitor’s written explanation in the Section 205 filing made pursuant to this Section 

III A.15. 

 

 



 

III.A.15.4. Cost Allocation. 

In the event that the Commission accepts a Market Participant’s filing for cost recovery under this 

section, the ISO shall allocate charges to Market Participants for payment of those costs in accordance 

with the cost allocation provisions of Market Rule 1 that otherwise would apply to payments for the 

services provided based on the Resource’s actual dispatch for the Operating Days in question. 

 

III.A.16. ADR Review of Internal Market Monitor Mitigation Actions. 

 

III.A.16.1. Actions Subject to Review. 

A Market Participant may obtain prompt Alternative Dispute Resolution (“ADR”) review of any Internal 

Market Monitor mitigation imposed on a Resource as to which that Market Participant has bidding or 

operational authority.  A Market Participant must seek review pursuant to the procedure set forth in 

Appendix D to this Market Rule 1, but in all cases within the time limits applicable to billing adjustment 

requests.  These deadlines are currently specified in the ISO New England Manuals.  Actions subject to 

review are: 

 

• Imposition of a mitigation remedy.  

• Continuation of a mitigation remedy as to which a Market Participant has submitted material 

evidence of changed facts or circumstances.  (Thus, after a Market Participant has unsuccessfully 

challenged imposition of a mitigation remedy, it may challenge the continuation of that mitigation in 

a subsequent ADR review on a showing of material evidence of changed facts or circumstances.) 

 

III.A.16.2. Standard of Review. 

On the basis of the written record and the presentations of the Internal Market Monitor and the Market 

Participant, the ADR Neutral shall review the facts and circumstances upon which the Internal Market 

Monitor based its decision and the remedy imposed by the Internal Market Monitor.  The ADR Neutral 

shall remove the Internal Market Monitor’s mitigation only if it concludes that the Internal Market 

Monitor’s application of the Internal Market Monitor mitigation policy was clearly erroneous.  In 

considering the reasonableness of the Internal Market Monitor’s action, the ADR Neutral shall consider 

whether adequate opportunity was given to the Market Participant to present information, any voluntary 

remedies proposed by the Market Participant, and the need of the Internal Market Monitor to act quickly 

to preserve competitive markets. 

 

III.A.17. Reporting. 

 



 

 

III.A.17.1. Data Collection and Retention. 

Market Participants shall provide the Internal Market Monitor and External Market Monitor with any and 

all information within their custody or control that the Internal Market Monitor or External Market 

Monitor deems necessary to perform its obligations under this Appendix A, subject to applicable 

confidentiality limitations contained in the ISO New England Information Policy.  This would include a 

Market Participant’s cost information if the Internal Market Monitor or External Market Monitor deems it 

necessary, including start up, no-load and all other actual marginal costs, when needed for monitoring or 

mitigation of that Market Participant.  Additional data requirements may be specified in the ISO New 

England Manuals.  If for any reason the requested explanation or data is unavailable, the Internal Market 

Monitor and External Market Monitor will use the best information available in carrying out their 

responsibilities.  The Internal Market Monitor and External Market Monitor may use any and all 

information they receive in the course of carrying out their market monitor and mitigation functions to the 

extent necessary to fully perform those functions. 

 

Market Participants must provide data and any other information requested by the Internal Market 

Monitor that the Internal Market Monitor requests to determine: 

 

(a) the opportunity costs associated with Demand Reduction Offers; 

(b) the accuracy of Demand Response Baselines; 

(c) the method used to achieve a demand reduction, and; 

(d) the accuracy of reported demand levels. 

 

III.A.17.2. Periodic Reporting by the ISO and Internal Market Monitor. 

 

III.A.17.2.1. Monthly Report. 

The ISO will prepare a monthly report, which will be available to the public both in printed form 

and electronically, containing an overview of the market’s performance in the most recent period. 

 

III.A.17.2.2. Quarterly Report. 

The Internal Market Monitor will prepare a quarterly report consisting of market data regularly 

collected by the Internal Market Monitor in the course of carrying out its functions under this 

Appendix A and analysis of such market data.  Final versions of such reports shall be 

disseminated contemporaneously to the Commission, the ISO Board of Directors, the Market 

 



 

Participants, and state public utility commissions for each of the six New England states, 

provided that in the case of the Market Participants and public utility commissions, such 

information shall be redacted as necessary to comply with the ISO New England Information 

Policy.  The format and content of the quarterly reports will be updated periodically through 

consensus of the Internal Market Monitor, the Commission, the ISO, the public utility 

commissions of the six New England States and Market Participants.  The entire quarterly report 

will be subject to confidentiality protection consistent with the ISO New England Information 

Policy and the recipients will ensure the confidentiality of the information in accordance with 

state and federal laws and regulations.  The Internal Market Monitor will make available to the 

public a redacted version of such quarterly reports.  The Internal Market Monitor, subject to 

confidentiality restrictions, may decide whether and to what extent to share drafts of any report or 

portions thereof with the Commission, the ISO, one or more state public utility commission(s) in 

New England or Market Participants for input and verification before the report is finalized.  The 

Internal Market Monitor shall keep the Market Participants informed of the progress of any report 

being prepared pursuant to the terms of this Appendix A. 

 

III.A.17.2.3. Reporting on General Performance of the Forward Capacity Market. 

The performance of the Forward Capacity Market, including reconfiguration auctions, shall be 

subject to the review of the Internal Market Monitor.  No later than 180 days after the completion 

of the second Forward Capacity Auction, the Internal Market Monitor shall file with the 

Commission and post to the ISO’s website a full report analyzing the operations and effectiveness 

of the Forward Capacity Market.  Thereafter, the Internal Market Monitor shall report on the 

functioning of the Forward Capacity Market in its annual markets report in accordance with the 

provisions of Section III.A.17.2.4 of this Appendix A. 

 

III.A.17.2.4. Annual Review and Report by the Internal Market Monitor. 

The Internal Market Monitor will prepare an annual state of the market report on market trends 

and the performance of the New England Markets and will present an annual review of the 

operations of the New England Markets.  The annual report and review will include an evaluation 

of the procedures for the determination of energy, reserve and regulation clearing prices, NCPC 

costs and the performance of the Forward Capacity Market and FTR Auctions.  The review will 

include a public forum to discuss the performance of the New England Markets, the state of 

competition, and the ISO’s priorities for the coming year.  In addition, the Internal Market 

Monitor will arrange a non-public meeting open to appropriate state or federal government 

 



 

agencies, including the Commission and state regulatory bodies, attorneys general, and others 

with jurisdiction over the competitive operation of electric power markets, subject to the 

confidentiality protections of the ISO New England Information Policy, to the greatest extent 

permitted by law. 

 

III.A.17.3. Periodic Reporting by the External Market Monitor.  

The External Market Monitor will perform independent evaluations and prepare annual and ad hoc reports 

on the overall competitiveness and efficiency of the New England Markets or particular aspects of the 

New England Markets, including the adequacy of Appendix A.  The External Market Monitor shall have 

the sole discretion to determine whether and when to prepare ad hoc reports and may prepare such reports 

on its own initiative or pursuant to requests by the ISO, state public utility commissions or one or more 

Market Participants.  Final versions of such reports shall be disseminated contemporaneously to the 

Commission, the ISO Board of Directors, the Market Participants, and state public utility commissions for 

each of the six New England states, provided that in the case of the Market Participants and public utility 

commissions, such information shall be redacted as necessary to comply with the ISO New England 

Information Policy.  Such reports shall, at a minimum, include: 

 

(i) Review and assessment of the practices, market rules, procedures, protocols and other activities 

of the ISO insofar as such activities, and the manner in which the ISO implements such activities, 

affect the competitiveness and efficiency of New England Markets. 

(ii) Review and assessment of the practices, procedures, protocols and other activities of any 

independent transmission company, transmission provider or similar entity insofar as its activities 

affect the competitiveness and efficiency of the New England Markets. 

(iii) Review and assessment of the activities of Market Participants insofar as these activities affect 

the competitiveness and efficiency of the New England Markets. 

(iv) Review and assessment of the effectiveness of Appendix A and the administration of Appendix A 

by the Internal Market Monitor for consistency and compliance with the terms of Appendix A. 

(v) Review and assessment of the relationship of the New England Markets with any independent 

transmission company and with adjacent markets. 

 

The External Market Monitor, subject to confidentiality restrictions, may decide whether and to what 

extent to share drafts of any report or portions thereof with the Commission, the ISO, one or more state 

public utility commission(s) in New England or Market Participants for input and verification before the 

 



 

report is finalized.  The External Market Monitor shall keep the Market Participants informed of the 

progress of any report being prepared. 

 

III.A.17.4. Other Internal Market Monitor or External Market Monitor Communications With 

Government Agencies. 

 

III.A.17.4.1. Routine Communications. 

The periodic reviews are in addition to any routine communications the Internal Market Monitor 

or External Market Monitor may have with appropriate state or federal government agencies, 

including the Commission and state regulatory bodies, attorneys general, and others with 

jurisdiction over the competitive operation of electric power markets. 

 

III.A.17.4.2. Additional Communications. 

The Internal Market Monitor and External Market Monitor are not a regulatory or enforcement 

agency.  However, they will monitor market trends, including changes in Resource ownership as 

well as market performance.  In addition to the information on market performance and 

mitigation provided in the monthly, quarterly and annual reports the External Market Monitor or 

Internal Market Monitor shall: 

 

(a) Inform the jurisdictional state and federal regulatory agencies, as well as the Markets 

Committee, if the External Market Monitor or Internal Market Monitor determines that a 

market problem appears to be developing that will not be adequately remediable by existing 

market rules or mitigation measures; 

(b) If the External Market Monitor or Internal Market Monitor receives information from any 

entity regarding an alleged violation of law, refer the entity to the appropriate state or federal 

agencies; 

(c) If the External Market Monitor or Internal Market Monitor reasonably concludes, in the 

normal course of carrying out its monitoring and mitigation responsibilities, that certain 

market conduct constitutes a violation of law, report these matters to the appropriate state and 

federal agencies; and, 

(d) Provide the names of any companies subjected to mitigation under these procedures as well 

as a description of the behaviors subjected to mitigation and any mitigation remedies or 

sanctions applied. 

 

 



 

III.A.17.4.3. Confidentiality. 

Information identifying particular participants required or permitted to be disclosed to 

jurisdictional bodies under this section shall be provided in a confidential report filed under 

Section 388.112 of the Commission regulations and corresponding provisions of other 

jurisdictional agencies.  The Internal Market Monitor will include the confidential report with the 

quarterly submission it provides to the Commission pursuant to Section III.A.17.2.2. 

 

III.A.17.5. Other Information Available from Internal Market Monitor and External Market 

Monitor on Request by Regulators. 

The Internal Market Monitor and External Market Monitor will normally make their records available as 

described in this paragraph to authorized state or federal agencies, including the Commission and state 

regulatory bodies, attorneys general and others with jurisdiction over the competitive operation of electric 

power markets (“authorized government agencies”).  With respect to state regulatory bodies and state 

attorneys general (“authorized state agencies”), the Internal Market Monitor and External Market Monitor 

shall entertain information requests for information regarding general market trends and the performance 

of the New England Markets, but shall not entertain requests that are designed to aid enforcement actions 

of a state agency.  The Internal Market Monitor and External Market Monitor shall promptly make 

available all requested data and information that they are permitted to disclose to authorized government 

agencies under the ISO New England Information Policy.  Notwithstanding the foregoing, in the event an 

information request is unduly burdensome in terms of the demands it places on the time and/or resources 

of the Internal Market Monitor or External Market Monitor, the Internal Market Monitor or External 

Market Monitor shall work with the authorized government agency to modify the scope of the request or 

the time within which a response is required, and shall respond to the modified request. 

 

The Internal Market Monitor and External Market Monitor also will comply with compulsory process, 

after first notifying the owner(s) of the items and information called for by the subpoena or civil 

investigative demand and giving them at least ten business days to seek to modify or quash the 

compulsory process.  If an authorized government agency makes a request in writing, other than 

compulsory process, for information or data whose disclosure to authorized government agencies is not 

permitted by the ISO New England Information Policy, the Internal Market Monitor and External Market 

Monitor shall notify each party with an interest in the confidentiality of the information and shall process 

the request under the applicable provisions of the ISO New England Information Policy.  Requests from 

the Commission for information or data whose disclosure is not permitted by the ISO New England 

Information Policy shall be processed under Section 3.2 of the ISO New England Information Policy.  

 



 

Requests from authorized state agencies for information or data whose disclosure is not permitted by the 

ISO New England Information Policy shall be processed under Section 3.3 of the ISO New England 

Information Policy.  In the event confidential information is ultimately released to an authorized state 

agency in accordance with Section 3.3 of the ISO New England Information Policy, any party with an 

interest in the confidentiality of the information shall be permitted to contest the factual content of the 

information, or to provide context to such information, through a written statement provided to the 

Internal Market Monitor or External Market Monitor and the authorized state agency that has received the 

information. 

 

III.A.18. Ethical Conduct Standards. 

 

III.A.18.1. Compliance with ISO New England Inc. Code of Conduct. 

The employees of the ISO that perform market monitoring and mitigation services for the ISO and the 

employees of the External Market Monitor that perform market monitoring and mitigation services for the 

ISO shall execute and shall comply with the terms of the ISO New England Inc. Code of Conduct 

attached hereto as Exhibit 5. 

 

III.A.18.2. Additional Ethical Conduct Standards. 

The employees of the ISO that perform market monitoring and mitigation services for the ISO and the 

employees of the External Market Monitor that perform market monitoring and mitigation services for the 

ISO shall also comply with the following additional ethical conduct standards.  In the event of a conflict 

between one or more standards set forth below and one or more standards contained in the ISO New 

England Inc. Code of Conduct, the more stringent standard(s) shall control. 

 

III.A.18.2.1. Prohibition on Employment with a Market Participant. 

No such employee shall serve as an officer, director, employee or partner of a Market Participant. 

 

III.A.18.2.2. Prohibition on Compensation for Services. 

No such employee shall be compensated, other than by the ISO or, in the case of employees of 

the External Market Monitor, by the External Market Monitor, for any expert witness testimony 

or other commercial services, either to the ISO or to any other party, in connection with any legal 

or regulatory proceeding or commercial transaction relating to the ISO or the New England 

Markets. 

 

 



 

III.A.18.2.3. Additional Standards Applicable to External Market Monitor. 

In addition to the standards referenced in the remainder of this Section 18 of Appendix A, the 

employees of the External Market Monitor that perform market monitoring and mitigation 

services for the ISO are subject to conduct standards set forth in the External Market Monitor 

Services Agreement entered into between the External Market Monitor and the ISO, as amended 

from time-to-time.  In the event of a conflict between one or more standards set forth in the 

External Market Monitor Services Agreement and one or more standards set forth above or in the 

ISO New England Inc. Code of Conduct, the more stringent standard(s) shall control. 

 

III.A.19. Protocols on Referral to the Commission of Suspected Violations. 

(A) The Internal Market Monitor or External Market Monitor is to make a non-public referral to the 

Commission in all instances where the Internal Market Monitor or External Market Monitor has 

reason to believe that a Market Violation has occurred.  While the Internal Market Monitor or 

External Market Monitor need not be able to prove that a Market Violation has occurred, the Internal 

Market Monitor or External Market Monitor is to provide sufficient credible information to warrant 

further investigation by the Commission.  Once the Internal Market Monitor or External Market 

Monitor has obtained sufficient credible information to warrant referral to the Commission, the 

Internal Market Monitor or External Market Monitor is to immediately refer the matter to the 

Commission and desist from independent action related to the alleged Market Violation.  This does 

not preclude the Internal Market Monitor or External Market Monitor from continuing to monitor for 

any repeated instances of the activity by the same or other entities, which would constitute new 

Market Violations.  The Internal Market Monitor or External Market Monitor is to respond to 

requests from the Commission for any additional information in connection with the alleged Market 

Violation it has referred. 

(B) All referrals to the Commission of alleged Market Violations are to be in writing, whether transmitted 

electronically, by fax, mail or courier.  The Internal Market Monitor or External Market Monitor may 

alert the Commission orally in advance of the written referral. 

(C) The referral is to be addressed to the Commission’s Director of the Office of Enforcement, with a 

copy also directed to both the Director of the Office of Energy Market Regulation and the General 

Counsel. 

(D) The referral is to include, but need not be limited to, the following information 

(1) The name(s) of and, if possible, the contact information for, the entity(ies) that allegedly took the 

action(s) that constituted the alleged Market Violation(s); 

 



 

(2) The date(s) or time period during which the alleged Market Violation(s) occurred and whether the 

alleged wrongful conduct is ongoing; 

(3) The specific rule or regulation, and/or tariff provision, that was allegedly violated, or the nature of 

any inappropriate dispatch that may have occurred; 

(4) The specific act(s) or conduct that allegedly constituted the Market Violation; 

(5) The consequences to the market resulting from the acts or conduct, including, if known, an 

estimate of economic impact on the market; 

(6) If the Internal Market Monitor or External Market Monitor believes that the act(s) or conduct 

constituted a violation of the anti-manipulation rule of Part 1c of the Commission’s Rules and 

Regulations, 18 C.F.R. Part 1c, a description of the alleged manipulative effect on market prices, 

market conditions, or market rules;  

(7) Any other information the Internal Market Monitor or External Market Monitor believes is 

relevant and may be helpful to the Commission. 

(E) Following a referral to the Commission, the Internal Market Monitor or External Market Monitor is to 

continue to notify and inform the Commission of any information that the Internal Market Monitor or 

External Market Monitor learns of that may be related to the referral, but the Internal Market Monitor 

or External Market Monitor is not to undertake any investigative steps regarding the referral except at 

the express direction of the Commission or Commission staff. 

 

III.A.20. Protocol on Referrals to the Commission of Perceived Market Design Flaws and 

Recommended Tariff Changes. 

(A) The Internal Market Monitor or External Market Monitor is to make a referral to the Commission in 

all instances where the Internal Market Monitor or External Market Monitor has reason to believe 

market design flaws exist that it believes could effectively be remedied by rule or tariff changes.  The 

Internal Market Monitor or External Market Monitor must limit distribution of its identifications and 

recommendations to the ISO and to the Commission in the event it believes broader dissemination 

could lead to exploitation, with an explanation of why further dissemination should be avoided at that 

time. 

(B) All referrals to the Commission relating to perceived market design flaws and recommended tariff 

changes are to be in writing, whether transmitted electronically, by fax, mail, or courier.  The Internal 

Market Monitor or External Market Monitor may alert the Commission orally in advance of the 

written referral. 

 



 

(C) The referral should be addressed to the Commission’s Director of the Office of Energy Market 

Regulation, with copies directed to both the Director of the Office of Enforcement and the General 

Counsel. 

(D) The referral is to include, but need not be limited to, the following information. 

(1) A detailed narrative describing the perceived market design flaw(s); 

(2) The consequences of the perceived market design flaw(s), including, if known, an estimate of 

economic impact on the market; 

(3) The rule or tariff change(s) that the Internal Market Monitor or External Market Monitor believes 

could remedy the perceived market design flaw; 

(4) Any other information the Internal Market Monitor or External Market Monitor believes is 

relevant and may be helpful to the Commission. 

(E) Following a referral to the Commission, the Internal Market Monitor or External Market Monitor is to 

continue to notify and inform the Commission of any additional information regarding the perceived 

market design flaw, its effects on the market, any additional or modified observations concerning the 

rule or tariff changes that could remedy the perceived design flaw, any recommendations made by the 

Internal Market Monitor or External Market Monitor to the regional transmission organization or 

independent system operator, stakeholders, market participants or state commissions regarding the 

perceived design flaw, and any actions taken by the regional transmission organization or 

independent system operator regarding the perceived design flaw. 

 

III.A.21  Review of Offers From New Resources in the Forward Capacity Market. 

The Internal Market Monitor shall review offers from new resources in the Forward Capacity Auction as 

described in this Section III.A.21. 

 

III.A.21.1  Offer Review Trigger Prices. 

For each new technology type, the Internal Market Monitor shall establish an Offer Review Trigger Price. 

Offers in the Forward Capacity Auction at prices that are equal to or above the relevant Offer Review 

Trigger Price will not be subject to further review by the Internal Market Monitor. A request to submit 

offers in the Forward Capacity Auction at prices that are below the relevant Offer Review Trigger Price 

must be submitted in advance of the Forward Capacity Auction as described in Sections III.13.1.1.2.2.3 or 

III.13.1.4.2.4 and shall be reviewed by the Internal Market Monitor as described in this Section III.A.21. 

 

III.A.21.1.1  Offer Review Trigger Prices for the Ninth Forward Capacity Auction. 

 



 

For resources other than New Import Capacity Resources, the Offer Review Trigger Prices for the ninth 

Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 2018) shall be as 

follows: 

 

Generation Resources 

Technology Type Offer Review Trigger Price ($/kW-month) 

combustion turbine $13.424  

combined cycle gas turbine $8.866  

on-shore wind $10.320 

  Demand Resources - Commercial and Industrial 

Technology Type Offer Review Trigger Price ($/kW-month) 
Load Management and/or previously 

installed Distributed Generation $1.145  

new Distributed Generation based on generation technology type 

Energy Efficiency $0.000  

  Demand Resources – Residential 

Technology Type Offer Review Trigger Price ($/kW-month) 

Load Management $7.094  

previously installed Distributed Generation $1.145 

new Distributed Generation based on generation technology type 

Energy Efficiency $0.000  
 

Other Resources 
All other technology types Forward Capacity Auction Starting Price 

 

 
 
Where a new resource is composed of assets having different technology types, the resource’s Offer 

Review Trigger Price will be calculated in accordance with the weighted average formula in Section 

III.A.21.2(c). 

 

 



 

For purposes of determining the Offer Review Trigger Price of a Demand Resource composed in whole 

or in part of Distributed Generation, the Distributed Generation is considered new, rather than previously 

installed, if (1) the Project Sponsor for the new Demand Resource has participated materially in the 

development, installation or funding of the Distributed Generation during the five years prior to 

commencement of the Capacity Commitment Period for which the resource is being qualified for 

participation, and (2) the Distributed Generation has not been assigned to a Demand Resource with a 

Capacity Supply Obligation in a prior Capacity Commitment Period. 

 

For a New Import Capacity Resource that is backed by a single new External Resource and that is 

associated with an investment in transmission that increases New England’s import capability, the Offer 

Review Trigger Prices in the table above shall apply, based on the technology type of the External 

Resource. 

For any other New Import Capacity Resource, the Offer Review Trigger Price shall be $0.00/kW-month. 

 

III.A.21.1.2  Calculation of Offer Review Trigger Prices. 

(a) The Offer Review Trigger Price for each of the technology types listed above shall be recalculated 

using updated data no less often than once every three years. Where any Offer Review Trigger Price is 

recalculated, the Internal Market Monitor will review the results of the recalculation with stakeholders 

and the new Offer Review Trigger Price shall be filed with the Commission prior to the Forward Capacity 

Auction in which the Offer Review Trigger Price is to apply. 

 

(b) For new generation resources, the methodology used to recalculate the Offer Review 

Trigger Price pursuant to subsection (a) above is as follows. Capital costs, expected non-capacity 

revenues and operating costs, assumptions regarding depreciation, taxes and discount rate are input into a 

capital budgeting model which is used to calculate the break-even contribution required from the Forward 

Capacity Market to yield a discounted cash flow with a net present value of zero for the project. 

The Offer Review Trigger Price is set equal to the year-one capacity price output from the 

model. The model looks at 20 years of real-dollar cash flows discounted at a rate (Weighted Average Cost 

of Capital) consistent with that expected of a project whose output is under contract (i.e., a contract 

negotiated at arm’s length between two unrelated parties). 

 
(c) For new Demand Resources comprised of Energy Efficiency, the methodology used to recalculate the 

Offer Review Trigger Price pursuant to subsection (a) above shall be the same as that used for new 

generation resources, with the following 

 



 

exceptions. First, the model takes account of all costs incurred by the utility and end-use 

customer to deploy the efficiency measure. Second, rather than energy revenues, the model 

recognizes end-use customer savings associated with the efficiency programs. Third, the model 

assumes that all costs are expensed as incurred. Fourth, the benefits realized by end-use 

customers are assumed to have no tax implications for the utility. Fifth, the model discounts 

cash flows over the Measure Life of the energy efficiency measure. 

 

(d) For new Demand Resources other than Demand Resources comprised of Energy Efficiency, the 

methodology used to recalculate the Offer Review Trigger Price pursuant to subsection (a) above is the 

same as that used for new generation resources, except that the model discounts cash flows over the 

contract life.  For Demand Resources (other than those comprised of Energy Efficiency) that are 

composed primarily of large commercial or industrial customers that use pre-existing equipment or 

strategies, incremental costs include new equipment costs and annual operating costs such as customer 

incentives and sales representative commissions.  For Demand Resources (other than Demand Resources 

comprised of Energy Efficiency) primarily composed of residential or small commercial customers that 

do not use pre-existing equipment or strategies, incremental costs include equipment costs, customer 

incentives, marketing, sales, and recruitment costs, operations and maintenance costs, and software and 

network infrastructure costs. 

 

(e) For years in which no full recalculation is performed pursuant to subsection (a) above, the Offer 

Review Trigger Prices will be adjusted as follows: 

 

(1) Each line item associated with capital costs that is included in the capital budgeting model will be 

associated with the indices included in the table below: 

 

Cost Component Index 
gas turbines BLS-PPI "Turbines and Turbine Generator Sets" 
steam turbines BLS-PPI "Turbines and Turbine Generator Sets" 
wind turbines Bloomberg Wind Turbine Price Index 
Other Equipment BLS-PPI "General Purpose Machinery and Equipment" 
construction labor BLS “Quarterly Census of Employment and Wages”  2371 Utility 

System Construction Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

other labor BLS “Quarterly Census of Employment and Wages” 2211 Power 

 



 

Generation and Supply Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

materials BLS-PPI "Materials and Components for Construction" 
electric interconnection BLS - PPI "Electric Power Transmission, Control, and Distribution" 
gas interconnection BLS - PPI "Natural Gas Distribution: Delivered to ultimate 

consumers for the account of others (transportation only)” 
fuel inventories Federal Reserve Bank of St. Louis “Gross Domestic Product: Implicit 

Price Deflator (GDPDEF)” 
 

(2) Each line item associated with fixed operating and maintenance costs that is included in the capital 

budgeting model will be associated with the indices included in the table below:  

 

Cost Component Index 
labor, administrative and general BLS “Quarterly Census of Employment and Wages” 2211 Power 

Generation and Supply Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

materials and contract services BLS-PPI "Materials and Components for Construction" 
site leasing costs  Federal Reserve Bank of St. Louis “Gross Domestic Product: Implicit 

Price Deflator (GDPDEF)” 
 

(3) For each line item in (1) and (2) above, the ISO shall calculate  a multiplier that is equal to the average 

of values published during the most recent 12 month period available at the time of making the 

adjustment divided by the average of the most recent 12 month period available at the time of establishing 

the Offer Review Trigger Prices for the ninth FCA reflected in the table in Section III.A.21.1.1 above. 

The value of each line item associated with capital costs and fixed operating and maintenance costs 

included in the capital budgeting model for the ninth FCA will be adjusted by the relevant multiplier.  

 

(4) The energy and ancillary services offset values for each technology type in the capital budgeting 

model shall be adjusted by inputting to the capital budgeting model the most recent Henry Hub natural 

gas futures prices from the time of the update through the end of the Capacity Commitment Period 

associated with the relevant FCA, and the Massachusetts Hub On-Peak electricity prices and the 

Algonquin City Gates natural gas prices for the 12 months following the time of the update, as published 

by the CME Group.   

 



 

 

(5) Renewable energy credit values in the capital budgeting model shall be updated based on the most 

recent MA Class 1 REC price for the vintage closest to the first year of the Capacity Commitment Period 

associated with the relevant FCA as published by SNL Financial.  

 

(6) The capital budgeting model and the Offer Review Trigger Prices adjusted pursuant to this subsection 

(e) will be published on the ISO’s web site.  

 

(7) If any of the values required for the calculations described in this subsection (e) are unavailable, then 

comparable values, prices or sources shall be used. 

 

III.A.21.2  New Resource Offer Floor Prices. 

For every new resource participating in a Forward Capacity Auction, the Internal Market Monitor shall 

determine a New Resource Offer Floor Price, as described in this Section III.A.21.2. 

 

(a) For a new capacity resource that does not submit a request to submit offers in the Forward 

Capacity Auction at prices that are below the relevant Offer Review Trigger Price as described in 

Sections III.13.1.1.2.2.3 or III.13.1.4.2.4, the New Resource Offer Floor Price shall be equal to the Offer 

Review Trigger Price applicable to the relevant technology type. 

 

(b) For a new capacity resource that does submit a request to submit offers in the Forward Capacity 

Auction at prices that are below the relevant Offer Review Trigger Price as described in Sections 

III.13.1.1.2.2.3 and III.13.1.4.2.4, the Internal Market Monitor shall enter all relevant resource costs 

and non-capacity revenue data, as well as assumptions regarding depreciation, taxes, and 

discount rate into the capital budgeting model used to develop the relevant Offer Review Trigger 

Price and shall calculate the break-even contribution required from the Forward Capacity Market 

to yield a discounted cash flow with a net present value of zero for the project. The Internal Market 

Monitor shall compare the requested offer price to this capacity price estimate. 

 

(i) The Internal Market Monitor will exclude any out-of-market revenue sources 

from the cash flows used to evaluate the requested offer price. Out-of-market revenues 

are any revenues that are: (a) not tradable throughout the New England Control Area or 

that are restricted to resources within a particular state or other geographic sub-region; or 

(b) not available to all resources of the same physical type within the New England 

 



 

Control Area, regardless of the resource owner. Expected revenues associated with 

economic development incentives that are offered broadly by state or local government 

and that are not expressly intended to reduce prices in the Forward Capacity Market are 

not considered out-of-market revenues for this purpose. In submitting its requested offer 

price, the Project Sponsor shall indicate whether and which project cash flows are 

supported by a regulated rate, charge, or other regulated cost recovery mechanism. If the 

project is supported by a regulated rate, charge, or other regulated cost recovery 

mechanism, then that rate will be replaced with the Internal Market Monitor estimate of energy 

revenues. Where possible, the Internal Market Monitor will use like-unit historical production, 

revenue, and fuel cost data. Where such information is not available (e.g., there is no resource of 

that type in service), the Internal Market Monitor will use a forecast provided by a credible third 

party source. The Internal Market Monitor will review capital costs, discount rates, depreciation 

and tax treatment to ensure that it is consistent with overall market conditions. Any assumptions 

that are clearly inconsistent with prevailing market conditions will be adjusted. 

 

(ii) For a new Demand Resource, the resource’s costs shall 

include all expenses, including incentive payments, equipment costs, marketing and 

selling and administrative and general costs incurred by the Demand Response provider and end-

use customers to acquire the Demand Resource. Revenues shall include all non-capacity 

payments expected from the ISO-administered markets made for services delivered from the 

Demand Resource, and expected costs avoided by the end-use customer as a direct result of the 

installation or implementation of the Demand Resource. 

 

(iii) For a new capacity resource that has achieved commercial operation prior to the New 

Capacity Qualification Deadline for the Forward Capacity Auction in which it seeks to 

participate, the relevant capital costs to be entered into the capital budgeting model will be the 

undepreciated original capital costs adjusted for inflation. For any such resource, the prevailing 

market conditions will be those that were in place at the time of the decision to construct the 

resource. 

 

 (iv) Sufficient documentation and information must be included in the resource’s 

qualification package to allow the Internal Market Monitor to make the determinations 

described in this subsection (b). Such documentation should include all relevant financial 

estimates and cost projections for the project, including the project’s pro-forma financing 

 



 

support data. For a new capacity resource that has achieved commercial operation prior to the 

New Capacity Qualification Deadline, such documentation should also include all relevant 

financial data of actual incurred capital costs, actual operating costs, and actual revenues since the 

date of commercial operation. If the supporting documentation and information required by this 

subsection (b) is deficient, the Internal Market Monitor, at its sole discretion, may consult with 

the Project Sponsor to gather further information as necessary to complete its analysis. If after 

consultation, the Project Sponsor does not provide sufficient documentation and information for 

the Internal Market Monitor to complete its analysis, then the resource’s New Resource Offer 

Floor Price shall be equal to the Offer Review Trigger Price. 

 

(v) If the Internal Market Monitor determines that the requested offer price is 

consistent with the Internal Market Monitor’s capacity price estimate, then the resource’s 

New Resource Offer Floor Price shall be equal to the requested offer price. 

 

(vi) If the Internal Market Monitor determines that the requested offer price is not 

consistent with the Internal Market Monitor’s capacity price estimate, then the resource’s 

New Resource Offer Floor Price shall be set to a level that is consistent with the capacity price 

estimate, as determined by the Internal Market Monitor. Any such determination will be 

explained in the resource’s qualification determination notification and will be filed with 

the Commission as part of the filing described in Section III.13.8.1. 

 

(c ) For a new capacity resource composed of assets having different technology types the Offer Review 

Trigger Price shall be the weighted average of the Offer Review Trigger Prices of the asset technology 

types of the assets that comprise the resource, based on the expected capacity contribution from each asset 

technology type.  Sufficient documentation must be included in the resource’s qualification package to 

permit the Internal Market Monitor to determine the weighted average Offer Review Trigger Price. 

 

 

III.A.21.3  Special Treatment of Certain Out-of-Market Capacity Resources in the Eighth 

Forward Capacity Auction. 

For the eighth Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 

2017), the provisions of Sections III.A.21.1 and III.A.21.2 shall also apply to certain resources that 

cleared in the sixth Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 

2015) and/or the seventh Forward Capacity Auction (for the Capacity Commitment Period beginning on 

 



 

June 1, 2016), as follows: 

 

 (a) This Section III.A.21.3 shall apply to: (i) any capacity clearing in the sixth or seventh Forward 

Capacity Auction as a New Generating Capacity Resource or New Import Capacity Resource designated 

as a Self-Supplied FCA Resource; and (ii) any capacity clearing in the sixth or seventh Forward Capacity 

Auction from a New Generating Capacity Resource, New Import Capacity Resource, or New Demand 

Resource at prices found by the Internal Market Monitor to be not consistent with either: (a) the 

resource’s long run average costs net of expected net revenues other than capacity revenues for a New 

Generating Capacity Resource and a New Demand Resource or (b) opportunity costs for a New Import 

Capacity Resource. 

 

(b) For the eighth Forward Capacity Auction, the capacity described in subsection (a) above shall receive 

Offer Review Trigger Prices as described in Section III.A.21.1 and New Resource Offer Floor Prices as 

described in Section III.A.21.2. These values will apply to such capacity in the conduct of the eighth 

Forward Capacity Auction as described in Section III.13.2.3.2. 

 

(c) For the eighth Forward Capacity Auction, the Project Sponsor or Lead Market Participant for such 

capacity may be required to comply with some or all of the qualification provisions applicable to new 

resources described in Section III.13.1. These requirements will be determined by the ISO on a case-by- 

case basis in consultation with the Project Sponsor or Lead Market Participant. 

 

(d) For any capacity described in subsection (a) above that does not clear in the eighth Forward Capacity 

Auction: 

 

(i) any prior election to have a Capacity Clearing Price and Capacity Supply Obligation 

continue to apply for more than one Capacity Commitment Period made pursuant to 

Section III.13.1.1.2.2.4 or Section III.13.1.4.2.2.5 shall be terminated as of the beginning 

of the Capacity Commitment Period associated with the eighth FCA (beginning June 1, 

2017); and 

 

(ii) after the eighth Forward Capacity Auction, such capacity will be deemed to have 

never been previously counted as capacity, such that it meets the definition, and must 

meet the requirements, of a new capacity resource for the subsequent Forward Capacity 

Auction in which it seeks to participate.
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WINTER RELIABILITY SOLUTIONS 

 

III.K.1. Purpose and Sunset. 

The ISO is providing incentives for the four services described in this Appendix K in order to mitigate 

potential fuel-related system reliability issues within New England during the winter season.  The services 

are: (a) establishment of oil inventory by Generator Assets prior to December 1, (b) establishment of 

liquefied natural gas contracts by Generator Assets prior to December 1, (c) commissioning of dual-fuel 

capability by Generator Assets on or before December 1, 2016, and (d) additional reductions in demand 

and/or provision of net supply by demand response assets during the winter.   

This Appendix K sets out a process for Market Participants to provide one or more of these services, and 

the terms and conditions on which the services must be provided.   

Unless expressly stated otherwise, this Appendix K does not vary any other terms or conditions contained 

in the Tariff and other governing documents.  Unless extended, this Appendix K, other than Section 

III.K.5, shall expire on March 15, 2015, provided that all rights and obligations, including those 

pertaining to payments, charges and default, shall survive expiration to the extent necessary or made 

explicit herein.  Section III.K.5 shall expire on December 1, 2016. 

III.K.2. Eligibility and General Requirements. 

Only Market Participants may provide the services described in this Appendix K.  Participating Generator 

Assets must be modeled in the EMS and dispatchable as described in Operating Procedure #14.  

Regardless of whether they have a Capacity Supply Obligation, Market Participants providing services 

under Sections III.K.3 and III.K.4 must submit Supply Offers for participating Generator Assets into the 

Day-Ahead Energy Market and Real-Time Energy Market at the Generator Assets’ Economic Maximum 

Limit for each hour of the Operating Day during the winter.  Market Participants may not sell the fuel (or 

fuel rights) described in Sections III.K.3 through III.K.5 during the period in which they are obligated 

(which extends through and including the winter of 2017 for Generator Assets providing the dual fuel 

service described in Section III.K.5), or take any other action that is inconsistent with ensuring the 

availability of the fuel for Energy production and use in New England in accordance with this Appendix 

K.  To participate in one or more of the services, a Market Participant must notify the ISO by October 1 

(or, in the case of the dual fuel commissioning service described in Section III.K.5, December 1, 2014) 

and provide the detail specified below.  This notice shall be the Market Participant’s binding commitment 

to meet the relevant minimum requirements set forth in this Appendix K.  The ISO reserves the right to 
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reject any notice of proposed participation on any grounds, including the ISO’s concerns about the 

deliverability of the fuel or the past performance of the relevant Asset. 

Where used in this Appendix K, “usable” shall mean, with reference to oil inventory, the total inventory 

minus inventory unobtainable due to priming requirements, sediment and volume below the suction line.  

Where used with reference to storage capacity, “usable” shall mean the total shell capacity of a dedicated 

tank (including a dedicated tank at an adjacent location with direct pipeline transfer capability to the 

Generator Asset), minus the capacity of (i) unusable inventory, and (ii) vapor space at the top of the tank 

due to safety-fill and structural limitations.  Tanks removed from service due to structural damage or for 

long term repairs are not included in storage capacity calculations.  Tanks removed from service for 

economic considerations are included in storage capacity calculations.  Market Participants are 

responsible for determining and reporting usable storage capacity and usable oil inventory to the ISO. 

 

III.K.3. Oil Fuel Service.  

Pursuant to this service, Market Participants with oil-fired Generator Assets will secure fuel supply as of 

December 1 and will be eligible for compensation to allay some of the costs related to unused fuel at the 

end of the winter.   

(a) Eligibility.  To be eligible, Generator Assets must be capable of operating on oil.  Dual fuel 

Generator Assets are eligible to the extent that the ISO determines that they have demonstrated, 

or before January 1 will demonstrate, their ability to run on oil.  Generator Assets that share a fuel 

supply may participate only if all Generator Assets sharing the fuel supply participate, in which 

case the oil inventory levels described below will be calculated in the aggregate; provided that the 

ISO may exempt one or more Generator Assets from the requirement that all Generator Assets 

sharing a fuel supply must participate if the ISO determines at the beginning of the winter period 

that the Generator Asset(s) are reasonably expected to be out of service for the winter period. 

(b) December 1 Oil Inventory.  In the notice specified in Section III.K.2, the Market Participant 

must set forth the Generator Asset’s expected level of oil inventory on December 1.  The ISO will 

evaluate the Generator Asset’s inventory on December 1 and shall deem eligible for 

compensation the amount of a Generator Asset’s usable oil inventory that meets or exceeds the 

lesser of:  (i) 85% of the usable fuel storage capability and (ii) supply sufficient to operate the 

Generator Asset for 10 days at full load based on the Generator Asset’s winter Seasonal Claimed 

Capability; provided that a Generator Asset that needs additional time to achieve these minimum 

inventory levels shall have until January 1 to do so, although the inventory level on December 1 

will be used for the purpose of calculating compensation pursuant to Section III.K.3(d).  The 
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December 1 inventory level will be deemed to include:  (x) oil that the ISO determines was 

burned to produce electricity on and after November 15; and (y) a credit for oil that was burned in 

an audit of dual fuel capability occurring on or after November 15, provided that the oil used in 

the audit must be replenished by the later of January 1 or 15 days after the audit.  Failure to 

replenish the oil will result in ineligibility for any compensation pursuant to this Section III.K.3.  

(c) Measuring Inventory.  Participating Generator Assets must report their usable oil inventory 

levels to the ISO on the first of the month during the winter and as otherwise requested by the 

ISO.   

(d) Compensation.  Participating Generator Assets will be compensated after March 15 based on the 

formula below:  

(Eligible Inventory x Set Rate) x Performance Adjustment 
 

Eligible Inventory is the lesser of the December 1 Inventory, Maximum December 1 Inventory, 

and March 15 Inventory.  December 1 Inventory is calculated as set out in the second and third 

sentences of Section III.K.3(b).  Maximum December 1 Inventory is the lesser of (i) 95% of 

usable fuel storage capability and (ii) supply sufficient to operate the Generator Asset for 15 days 

at full load based on the Generator Asset’s winter Seasonal Claimed Capability.  March 15 

Inventory is the usable oil inventory on March 15, excluding any oil that (i) the Market 

Participant identifies as intended for use other than in the production of electricity by the 

Generator Asset, or (ii) is added to inventory after March 1.  Set Rate shall mean $18/barrel.  

Performance Adjustment shall mean:  

 

(Winter hours in which the Generator Asset was fully or partially available or in which the Generator 
Asset was fully unavailable as a result of an outage on the New England Transmission System) 

(Total number of winter hours) 

 

The March 15 Inventory shall be adjusted for any Market Participant that added oil inventory 

after February 1 that is subsequently sold.  To make this determination, the ISO shall monitor 

through November 30 the oil inventory levels of those Generator Assets that added oil inventory 

after February 1.  If the ISO determines that any oil is sold, the compensation will be recalculated 

and the Market Participant will be charged the difference between the original and recalculated 

amounts of compensation. 
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III.K.4. Liquefied Natural Gas Service. 

Pursuant to this service, Market Participants with gas-fired Generator Assets that may be supplied by a 

liquefied natural gas provider will secure fuel supply as of December 1 and will be eligible for 

compensation to allay some of the costs related to unused fuel at the end of the winter.   

(a) Eligibility.  To be eligible, gas-fired Generator Assets, including dual fuel Generator 

Assets, must be capable of receiving both pipeline gas and supplies of liquefied natural gas.     

(b) Proposed Contracts.  In the notice specified in Section III.K.2, the Market Participant 

must describe the contract for liquefied natural gas for which it proposes to receive compensation 

pursuant to this Section III.K.4.  The notice must specify the contract parties, and include the 

proposed contract volume and a commitment to ensure that the contract will meet the 

requirements outlined in Section III.K.4(c).  The ISO will review the notices and provide notice 

of provisional acceptance (pending the certification specified in Section III.K.4(c) below) of 

contracts that meet the criteria in the preceding sentence and that, in the aggregate, do not exceed 

6 BCF and the daily output of the providers of liquefied natural gas.  The ISO shall provisionally 

accept proposed contracts on a “first come/first served” basis and shall inform Generator Assets 

of their provisional acceptance by October 15.  

(c) Contract Review.  By December 1, Market Participants receiving provisional acceptance 

must present their executed contracts to the ISO along with a completed, executed certificate in 

the form of Attachment 1 on which the Market Participant avers that its contract includes:  a 

“take-or-pay” construct; the volume specified by the Market Participant pursuant to Section 

III.K.4(b) above; a term that spans, at a minimum, December 1 through the end of February 

(provided that the Generator Asset must be entitled to call the entire volume eligible for 

compensation within the winter period); the pipeline delivery point name and gas meter number 

of the submitting Generator Asset; and pipeline transportation to the meter of the Generator Asset 

(with indication of whether the gas supplier or another entity is providing the transportation).  

Contracts that do not include one or more of these terms will be rejected, and the ISO’s 

provisional acceptance will be withdrawn.   

(d) Measuring Use.  Participating Generator Assets must report their remaining contracted 

volumes to the ISO on the first of the month during the winter and as otherwise requested by the 

ISO, and provide other supporting documentation as required.   

(e) Compensation.  Participating Generator Assets will be compensated after March 1 based on the 

formula below:  

6 
 



 

(Unused Quantity x Set Rate) x Performance Adjustment 
 

Unused Quantity is the lesser of the December 1 and March 1 contract volumes, and may not 

exceed the amount of fuel necessary to permit the Generator Asset to operate for 4 days at full 

load based on the Generator Asset’s winter Seasonal Claimed Capability.  The Set Rate shall 

mean $3.00/MMBTU.  Performance Adjustment shall mean:  

 

(Winter hours in which the Generator Asset was fully or partially available or in which the Generator 
Asset was fully unavailable as a result of an outage on the New England Transmission System) 

(Total number of winter hours) 

III.K.5. Dual Fuel Commissioning Service.  

As set out in this Section III.K.5, Market Participants with gas-fired Generator Assets will receive 

compensation to allay some of the auditing costs incurred in commissioning oil-fired dual fuel capability. 

(a) Eligibility.  Gas-fired Generator Assets that have not demonstrated the ability to operate on oil on 

or after December 1, 2011 are eligible for compensation as set out in this Section III.K.5. 

(b) Plan.  By December 1, 2014, the Market Participant must submit to the ISO, for the ISO’s 

review, a plan to render the Generator Asset capable of operating on oil as an additional fuel.  The 

plan must specify the target date for commissioning.  The ISO will then determine a cap on the 

compensation for which the Market Participant is eligible if it achieves dual fuel capability.  The 

cap on compensation will be established based upon the following assumptions, and with 

reference to the information used by the Internal Market Monitor to calculate the Generator 

Asset’s cost-based reference level pursuant to Section III.A.7.5:  (a) 20 hours of Energy cost at 

full load operation if the target commissioning date is on or before December 1, 2015; (b) 10 

hours of Energy cost at full load operation if the target commissioning date is after December 1, 

2015 and on or before December 1, 2016; (c) three start-ups from a cold state on the secondary 

fuel; and (d) an estimate of Energy revenues that would be paid while the Generator Asset is 

auditing. 

(c) Successful Commissioning.  A Generator Asset will have been successfully commissioned to 

operate on oil if the ISO determines that, on or before December 1, 2016, the Generator Asset:  

(i) has an oil tank able to hold sufficient fuel to start the Generator Asset from a cold state and 

support its operation at its Economic Minimum Limit for the greater of four hours or the 

Generator Asset’s minimum run time; (ii) from an online state, demonstrates the ability to switch 

fuels within 8 hours and, if the Generator Asset must shut down to perform the switch, returns to 
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operation at its Economic Minimum Limit within eight hours; and (iii) demonstrates its ability to 

run on oil at its Economic Maximum Limit for 1 hour. 

(d) Compensation.  The ISO shall compensate the Generator Asset for its auditing costs, up to the 

amount of the cap established in III.K.5(b), through Section III.1.5.2(e)(iii) and Section III.F, the 

terms of which shall apply.  If the Generator Asset has a target commissioning date on or before 

December 1, 2015 and is not commissioned by December 1, 2015 but is successfully 

commissioned on or before December 1, 2016, its compensation cap shall be recalculated 

consistent with the rules in III.K.5(b) for a Generator Asset with a scheduled commissioning date 

after December 1, 2015, and the Generator Asset shall refund any payments made in excess of 

that recalculated cap.  If the Generator Asset is not successfully commissioned as described in 

Section III.K.5(c) on or before December 1, 2016, the Market Participant shall be required to 

repay the amount of auditing compensation that it received pursuant to this Section III.K.5.   

(e) Ongoing Fuel Inventory Obligations.  Every Generator Asset that has been  successfully 

commissioned pursuant to this Section III.K.5 must, as of each December 1 through and 

including December 1, 2017, have oil in its tank sufficient to start the Generator Asset from a 

cold state and to support its operation at its Economic Minimum Limit for the greater of four 

hours or the Generator Asset’s minimum run time, provided that the tank will be deemed to 

include:  (i) oil that the ISO determines was burned to produce electricity on and after November 

15; and (ii) a credit for oil that was burned in an audit of dual fuel capability for purposes of 

commissioning, provided that the oil used in the audit must be replenished by the later of January 

1 or 15 days after the audit.  In addition, a Generator Asset that has successfully commissioned its 

ability to operate on oil pursuant to this Section III.K.5 between December 1, 2014 and February 

1, 2015, must, within 15 days of that demonstration, have oil in its tank sufficient to start the 

Generator Asset from a cold state and support its operation at its Economic Minimum Limit for 

the greater of four hours or the Generator Asset’s minimum run time.  Generator Assets must 

report their usable oil inventory levels to the ISO on the first of the month during the winter and 

as otherwise requested by the ISO.  Generator Assets may be eligible for compensation for their 

fuel inventories pursuant to other sections of this Appendix K to the extent they meet the terms 

thereof. 

(f) Ongoing Auditing Obligations.  Each year after the year in which the Generator Asset is 

commissioned to operate on oil, and continuing through 2018, the ISO shall schedule an audit 

pursuant to Section III.I.5.2(e) to confirm the Generator Asset’s capability to operate on oil and 

switch fuels within eight hours.  The provisions of Section III.1.5.2(e) shall apply, provided that 
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the Market Participant shall not receive compensation for more than one audit per year, even if 

the Market Participant undergoes multiple audits because one or more initial audits are 

unsuccessful.  Notwithstanding the foregoing, if the Generator Asset is unable to undergo an audit 

in a given year due to an outage, the Generator Asset must undertake the audit within 30 days of 

its return to service, provided that, if the Generator Asset remains unavailable as a result of an 

outage on May 31, 2018, and the ISO determines that the Generator Asset has had a protracted 

outage that threatens its future dual fuel capability, the Generator Asset shall be subject to the 

charge outlined in Section III.K.5(g).  

(g) Failure to Meet Obligations.  Failure of a Generator Asset that has been successfully 

commissioned pursuant to this Section III.K.5 to meet any of the obligations outlined above shall 

result in a charge, calculated as follows: 

Monthly Compensation x the number of months between date of the breach and May 31, 2018 

Monthly Compensation shall mean the total payment made to the Generator Asset pursuant to 

Section III.K.5(d) divided by the number of months between the commission date and May 31, 

2018.  In no event may total charges exceed the amount of the NCPC paid to the Generator Asset 

pursuant to Section III.K.5(d).  If a Generator Asset subsequently cures its breach, the ISO will 

issue a refund in the amount of the Monthly Compensation multiplied by the number of months 

remaining until May 31, 2018.  Where used herein, “number of months” shall mean the number 

of months beginning on the first of the next month. 

III.K.6.  Demand Response Service.  

All defined terms used in this Section III.K.6 shall have the same meanings as if the asset were a Real-

Time Demand Response Asset or Real-Time Emergency Generation Asset. 

Market Participants with an asset located within the New England Control Area with a positive Demand 

Response Baseline (showing energy consumption at the Retail Delivery Point), including an asset with 

behind-the-meter generation capable of reducing demand from the electric system and delivering any net 

supply, are eligible to participate pursuant to this Appendix K.  Assets mapped to a Real-Time Demand 

Response Resource are eligible to participate, subject to the additional requirements specified below, and 

provided that the capacity supplied by these assets is in addition to the Capacity Supply Obligation, as of 

December 1 of the relevant Capacity Commitment Period, of the Real-Time Demand Response Resource 

to which the asset is mapped, and provided further that the prohibitions in Section III.E1.1.2 are not 

triggered.   
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Except for assets mapped to a Real-Time Demand Response Resource, an asset may consist of an 

aggregation of individual end-use facilities so long as those facilities are located within the same Dispatch 

Zone, and provided further that such aggregation does not result in a quantity of demand reduction and 

net supply of 5 MW or greater at a single Node.   

The following asset types are not eligible to provide services under this Section III.K.5:  (i) Real-Time 

Emergency Generation Assets; (ii) any asset that is dependent upon a non-firm or an additional supply of 

natural gas to produce demand reductions or net supply; and (iii) any asset that participates in the energy 

market pursuant to Section III.1 of the Tariff. 

Each Market Participant that has an asset accepted by the ISO for this service is subject to the following 

additional requirements from December 1 through March 1: 

(a) In service.  By December 1, participating assets must, in accordance with the existing 

requirements for Real-Time Demand Response Assets and Real-Time Emergency Generation 

Assets:  (i) be registered with the ISO; (ii) have meters installed and operational; (iii) have a valid 

Demand Response Baseline; (iv) have a Demand Designated Entity to which Dispatch 

Instructions are communicated; and (v) otherwise be fully ready to respond. 

(b) Size of Program and Assets.  Each participating asset shall provide at least 100 kW of 

capability.  No more than 100 assets at a level not to exceed 100 MW shall be accepted by the 

ISO pursuant to this Appendix K. 

(c) Metering. 

i. Market Participants must meet the metering requirements specified in Appendix III.E and 

the ISO New England manuals, with the exception that 5-minute meter data does not 

have to be reported to the ISO in real time for assets not mapped to a Real-Time Demand 

Response Resource.   

ii. To the extent that an asset consists of an aggregation of individual end-use facilities, 

Market Participants must submit a single set of interval meter data, as measured from 

each facility’s Retail Delivery Point, representing the sum of the metered demand of the 

end-use facilities comprising the asset.   

iii. Market Participants shall report meter data and may submit meter data corrections to the 

ISO using the Demand Response Market User Interface within 2.5 business days after the 

Operating Day.   
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iv. Meter data corrections may be submitted during the 70-day period beginning with the 

first of the month following the operating month.  To the extent meter data affecting an 

asset’s performance measurement and passing all quality checks has not been submitted 

by the initial settlement deadline (i.e., within 2.5 business days after the Operating Day), 

payments related to that asset shall be deferred to the resettlement process.   

v. In the event that valid meter data affecting an asset’s monthly performance measurement 

that passes all quality checks is not submitted by the end of the 70-day data correction 

limit, that asset’s performance shall be deemed to be zero for the intervals for which the 

meter data did not pass all quality checks. 

(d) Dispatch. 

i. Assets must be available for dispatch in real time between hours ending 0600 and 2300 

on all days.   

ii. Each dispatch shall be for no more than six hours. 

iii. There will be no more than two dispatches per asset per day. 

iv. There shall be at least four hours between the end of one dispatch and the start time of 

another dispatch. 

v. Assets will be dispatched by the ISO at its discretion prior to, or concurrent with, ISO 

New England Operating Procedure No. 4, Action 2.  The ISO may aggregate assets into 

blocks and dispatch only those assets comprising the blocks. 

vi. Each asset shall be required to respond to Dispatch Instructions no more than thirty times.   

vii. The ISO will communicate Dispatch Instructions to the Demand Designated Entity 

specified by the Market Participant for each participating asset. 

viii. Assets will be dispatched for their entire, committed MW quantity except in cases where 

such dispatch may cause or worsen a local reliability problem.  The ISO may, upon 

notification to the Demand Designated Entity, exclude from dispatch assets located in a 

particular Dispatch Zone, and/or individual assets where the committed MW quantity is 5 

MW or more.  

ix. Except as outlined in viii. above, assets must produce the MW quantity accepted pursuant 

to this Appendix K within thirty minutes of the issuance of a Dispatch Instruction.   

x. If assets mapped to a Real-Time Demand Response Resource are dispatched pursuant to 

this Appendix K concurrently with the dispatch of the Real-Time Demand Response 
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Resource, and the amount of demand reduction plus any net supply produced in that 

interval is less than the Real-Time Demand Response Resource’s Capacity Supply 

Obligation plus the sum of the asset’s committed MW quantity pursuant to Appendix K, 

the amount of demand reduction plus any net supply produced shall be credited first to 

the Real-Time Demand Response Resource’s Capacity Supply Obligation and the 

remainder shall be credited pro-rata to each asset with an obligation pursuant to 

Appendix K based on asset performance. 

(e) Acceptance Criteria.  Market Participants must indicate their commitment to provide this 

demand response service by providing the notice indicated in Section III.K.2.  That notice must 

include:  the name and other pertinent identifiers of the asset that the Market Participant is 

seeking to enroll, the asset’s electrical location, the MW quantity of demand reduction and any 

net supply, as measured from the asset’s Retail Delivery Point, that the asset is willing and able to 

produce in response to Dispatch Instructions, and the method(s) by which the demand reduction 

or any net supply would be produced.  If the Market Participant has not yet identified all of the 

assets that will be recruited to meet the service requirements, the Market Participant shall provide 

a description of how it will meet the requirements, and provide the Dispatch Zone within which 

these assets will be located.  If an asset specified in the notice consists of an aggregation of 

individual end-use facilities, the information shall be provided for each facility that is part of the 

aggregation.  The ISO shall accept up to 100 qualified assets at a level not to exceed 100 MW 

from those Market Participants providing notice, based on: 

i. The asset’s proposed capacity;  

ii. The asset’s location relative to known constrained areas; and/or 

iii. Any historic performance from the asset. 

The ISO may accept or reject any and all assets proposed for participation.   

(f) Compensation.   

a. Monthly Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described herein 

shall be compensated under this Appendix K through a monthly payment of $1,800 

multiplied by the average MW performance achieved by the asset in the month, provided 

that such MW performance shall not exceed 150% of the committed MW quantity.  The 

computation of average MW performance shall be the simple average of an asset’s 

performance in each five-minute interval during the month when dispatched pursuant to 

this Appendix K excluding the thirty-minute notification time.  If the asset was not 
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dispatched or audited in the month of December, the payment for that asset for that 

month will be based on its average MW performance in response to dispatch (including a 

dispatch for an audit) in the following month.  If an asset was not dispatched in January 

or February, but was dispatched or audited in a previous month, the asset’s payment for 

the month in which it was not dispatched will be based on its average MW performance 

in the most recent month in which the asset was dispatched or audited.   

b. Monthly Payment for Assets Mapped to a Real-Time Demand Response Resource. 

The monthly payment for assets that are mapped to a Real-Time Demand Response 

Resource will be $1,800 multiplied by the average MW performance achieved by the 

asset in the month not to exceed 100% of the committed MW quantity, and further 

multiplied by the Performance Factor.  The computation of average MW performance 

shall be the simple average of an asset’s performance in each five-minute interval during 

the month when dispatched pursuant to this Appendix K excluding the thirty-minute 

notification time.  If an asset is dispatched in a month pursuant to Appendix K 

concurrently with the dispatch of the Real-Time Demand Response Resource to which it 

is mapped, a Performance Factor will be calculated as follows: 

Performance Factor = (Average Hourly FCM Performance – Average Hourly Dispatch MW) 

     Winter Obligation MW 

Average Hourly FCM Performance is the average hourly MW reduction amount 

(inclusive of any net supply) achieved during the month by the Real-Time Demand 

Response Resource to which the asset is mapped during dispatch or audit pursuant to 

Section III.13.  Average Hourly Dispatch MW is the average hourly MW reduction 

amount (inclusive of any net supply) in the Dispatch Instructions issued during the month 

pursuant to Section III.13 to the Real-Time Demand Response Resource to which the 

asset is mapped, which would not exceed the resource’s Capacity Supply Obligation.  

Winter Obligation MW is the committed quantity of the asset pursuant to Appendix K in 

MW.  The Performance Factor shall not exceed 1.0.  The Performance Factor for a month 

will apply to monthly payments in subsequent months during the term if, in those 

subsequent months, the Real-Time Demand Response Resource to which the 

participating asset is mapped is not dispatched or audited pursuant to Section III.13.  If 

the Real-Time Demand Response Resource to which the participating asset is mapped is 

not dispatched or audited pursuant to Section III.13 in the month of December, an audit 

of the resource will be conducted in the month of January.  The audit shall assess the 
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resource’s ability to meet its Capacity Supply Obligation plus the sum of the committed 

quantity pursuant to Appendix K for assets mapped to the resource.  The Performance 

Factor calculated during this audit will be applied to the month of December. 

c. Energy Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described herein 

shall also receive a monthly energy payment, as follows:  

Winter DR Program Energy Payment =  

(MAX ($250/MWh, Zonal LMP) x MWh Delivered x 1.065) – E Payment 

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is located.  

MWh Delivered is the performance of the asset in MWh calculated pursuant to this 

Section III.K.6 during the hours of dispatch excluding any performance during the thirty-

minute notification time and where the 1.065 factor applies only to the demand reduction 

portion of MWh Delivered and not to the net supply portion.  E Payment is any energy 

payment otherwise made for Net Supply to a generation asset pursuant to III.1 located at 

the same Retail Delivery Point that is coincident with the dispatch of the demand 

response asset.  In the event that there are multiple assets participating in the Program 

located behind a single Retail Delivery Point, the reduction for any E Payments based on 

energy delivered from that Retail Delivery Point will be allocated on a pro-rata basis.  

 

d. Energy Payment for Assets Mapped to a Real-Time Demand Response Resource.  

During hours in which an asset is dispatched concurrently with the hours in which it 

receives a demand curtailment schedule or initiates a Real-Time demand reduction 

pursuant to Section III.E or with the dispatch of the Real-Time Demand Response 

Resource to which the asset is mapped, the Energy payment received by the asset 

pursuant to Section III.E or Section III.13.7.2.5.3 will be subtracted from the energy 

payment hereunder.  The energy payment for these assets will be computed as follows: 

Winter DR Program Energy Payment = 

MAX [(MAX ($250/MWh, Zonal LMP) x MWh Delivered) x 1.065 –  
TDR Payment- E Payment, 0]  

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is 

located.  MWh Delivered is the performance of the asset in MWh calculated 
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pursuant to this Section III.K.6 during the hours of dispatch excluding any 

performance during the thirty-minute notification time.  TDR Payment is the 

Energy payment received by the asset pursuant to Section III.13.7.2.5.3 or Section 

III.E.  The 1.065 factor applies only to the demand reduction portion of MWh 

Delivered and not to the net supply portion.  E Payment is any energy payment 

otherwise made for Net Supply to a generation asset pursuant to III.1 located at the same 

Retail Delivery Point that is coincident with the dispatch of the demand response asset.  
In the event that there are multiple assets participating in the Program located behind a 

single Retail Delivery Point, the reduction for any E Payments based on energy delivered 

from that Retail Delivery Point will be allocated on a pro-rata basis.  

 

e. Voluntary Performance.  If the ISO dispatches an asset more than thirty times, the 

asset’s response to those dispatches is voluntary, and any performance by the asset in 

response to those dispatches would not be used to calculate the monthly payment for 

services under this Appendix K or to assess non-performance.  However, any Energy 

provided by the asset in response to these dispatches would be compensated as described 

in the preceding paragraphs. 

(g) Non-Performance Charges.  The non-performance charges for assets providing the demand 

response services described in this Section III.K.6 shall be: 

i. For failure to reach 75% performance:  If the asset fails to achieve an average MW 

performance of at least 75% of the committed MW quantity in a month, the asset shall 

forfeit its monthly payment for that month and for any other month during the term for 

which such performance is utilized for settlement.   

ii. For failure to submit valid meter data:  the provisions of Section III.K.6(c)(v) shall apply 

with regard to meter data deemed to be zero because of quality problems. 

III.K.7. Resource Auditing and Performance Monitoring.  

Market Participants providing the service described in Section III.K.3 through III.K.5 shall maintain 

detailed fuel logs indicating the amount of fuel utilized during the Generator Asset’s operation until all 

payments and charges made pursuant to this Appendix K are final.  Market Participants shall provide the 

logs, fuel inventory levels, and other relevant documentation, including fuel inventory 

receipts/documents, to the ISO upon request, and shall allow ISO staff or designees on-site to verify 

reported fuel levels, with reasonable prior notice. 
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Market Participants providing the demand response service described in Section III.K.6 shall be audited 

by the ISO in the month of January if the asset was not dispatched or audited prior to the scheduled audit.  

During the audit, the ISO shall dispatch the asset without prior notice and assess its performance during 

the sixty minutes immediately following the end of the thirty-minute notification time.  The results of an 

audit will be treated and settled as though it were a dispatch to maintain thirty-minute Operating Reserve.  

Audits of assets mapped to Real-Time Demand Response Resources will be concurrent with audits of 

those resources.  If a Real-Time Demand Response Resource with a Capacity Supply Obligation is 

dispatched or audited, the performance of any assets providing demand response service pursuant to this 

Appendix K that are mapped to that resource shall be excluded from the performance of the resource if 

the audit is used as a Demand Resource Commercial Operation Audit.  The performance of assets 

dispatched or audited pursuant to this Appendix K shall be equal to the difference between the asset’s 

adjusted Demand Response Baseline, determined pursuant to Section III.8, and the asset’s meter reading 

during the period of dispatch (after consideration of the thirty-minute notification time).  For purposes of 

establishing, computing, and adjusting an asset’s Demand Response Baseline, assets dispatched or 

audited pursuant to this Appendix K shall be treated like a dispatch or audit pursuant to Section III.13. 

III.K.8. Settlements, Cost Allocation and Financial Assurance.  

(a) Cost Allocation and Settlement, by Service. 

i. Compensation to Market Participants for the oil and liquefied natural gas services 

described in Sections III.K.3 and III.K.4 shall be estimated monthly for December, 

January and February and collected from Market Participants in proportion to the 

monthly sum of their Real-Time Load Obligation for that month, excluding Real-Time 

Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps 

only).  All charges shall be included on invoices as miscellaneous Non-Hourly Charges 

that are separately identifiable as associated with this Appendix K.  Actual costs for the 

three months will be calculated in March and the difference between the actual and 

estimated costs will be charged and/or refunded to Real-Time Load Obligation for the 

relevant month, excluding Real-Time Load Obligation associated with Dispatchable 

Asset Related Demand Resources (pumps only).  Payments shall be made to the Market 

Participants providing the services through the ISO’s settlements system one month after 

the refunds and charges are paid and collected.   

ii. The monthly compensation described in Section III.K.6(f)(i)-(ii) for the demand response 

services described in Section III.K.6 shall be allocated to Market Participants in 
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proportion to the monthly sum of their Real-Time Load Obligation in the month in which 

the compensation is earned, excluding Real-Time Load Obligation associated with 

Dispatchable Asset Related Demand Resources (pumps only).  The hourly compensation 

described in Section III.K.6(f)(iii)-(iv) shall be allocated on an hourly basis 

proportionally to Market Participants with Real-Time Load Obligation for the hour in 

which the service was provided, excluding Real-Time Load Obligation associated with 

Dispatchable Asset Related Demand Resources (pumps only).  All charges shall be 

included on invoices as miscellaneous Non-Hourly Charges that are separately 

identifiable as associated with this Appendix K.  Payments shall be made to the Market 

Participants providing the services through the ISO’s settlements system in the month 

after the ISO makes the collections referenced in the first two sentences of this paragraph.   

iii. Compensation to Market Participants for the dual fuel commissioning services in Section 

III.K.5 shall be allocated and settled consistent with other payments made through 

Section III.1.5.2.   

(b) Allocation and Settlement of Non-Performance Charges.  All repayments required pursuant to 

Sections III.K.3 and III.K.5, other than Section III.K.5(g), shall be refunded to Market 

Participants in proportion to the monthly sum of their Real-Time Load Obligation in the month in 

which the related compensation was earned, excluding Real-Time Load Obligation associated 

with Dispatchable Asset Related Demand Resources (pumps only).  Repayments required 

pursuant to III.K.5(g) will be allocated to Market Participants in proportion to the monthly sum of 

their Real-Time Load Obligation in the month of the repayment charge, excluding Real-Time 

Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only). 

(c) Financial Assurance and Payment Default.  No charges related to this Appendix K, other than 

those pursuant to Section III.K.5, shall create additional Financial Assurance Obligations 

pursuant to the ISO New England Financial Assurance Policy, and the relevant sections of the 

ISO New England Financial Assurance Policy and the ISO New England Billing Policy shall not 

apply, including without limitation Section III.A of the Financial Assurance Policy and Sections 

3.3(c), 3.10 and 3.11 of the ISO New England Billing Policy.  Failure to pay any amounts due 

under this Appendix K will result in set-off in accordance with Sections 3.3(b) and 3.6 of the ISO 

New England Billing Policy and suspension in accordance with Section 3.7 of the ISO New 

England Billing Policy.  Sections 3.3(e) through (j) of the ISO New England Billing Policy, 

which are related to the collection and socialization of defaults on the payment of ISO Charges, 

shall not apply.  Rather, a payment default by Real-Time Load Obligation on charges pursuant to 
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this Appendix K shall be allocated pro-rata to Market Participants receiving payments for 

services rendered under this Appendix K.  Failure to make required repayments pursuant to 

Sections III.K.3 or III.K.5 shall result in a reduced refund pursuant to Section III.K.8(b) to Real-

Time Load Obligation. 
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APPENDIX K, ATTACHMENT 1 

CONTRACT CERTIFICATION 

 

The undersigned, duly authorized representative of [Market Participant], hereby certifies that 

[Market Participant] has entered into a contract for Liquefied Natural Gas on the following terms 

and conditions: 

1. Contracting parties:          

2. Date of contract:          

3. Pipeline delivery point and name gas meter number of the Generator Asset entitled to  

 supply under the contract:         

4. Maximum total volume available under the contract:      

5. Contract term (must span, at a minimum, December 1 through the end of February):  

             

6. Confirmation that the Generator Asset is entitled to call the entire volume eligible for 

  compensation within the winter period:  [Confirmed] 

7. Any contract terms that restrict when the supply may be taken by the Generator Asset: 

              

8. Confirmation that the contract includes pipeline transportation to the meter of the 

  Generator Asset:  [Confirmed] 

9. Entity providing pipeline transportation:        

10. Confirmation that contract has a “take or pay” construct:  [Confirmed] 

 

[MARKET PARTICIPANT] 

 

By:    
     Name: 
     Title: 
     Date: 
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STANDARD MARKET DESIGN  

 

III.1    Market Operations  

 

III.1.1    Introduction.  

This Market Rule 1 sets forth the scheduling, other procedures, and certain general provisions applicable 

to the operation of the New England Markets within the New England Control Area. The ISO shall 

operate the New England Markets in compliance with NERC, NPCC and ISO reliability criteria.  The ISO 

is the Counterparty for agreements and transactions with its Customers (including assignments involving 

Customers), including bilateral transactions described in Market Rule 1, and sales to the ISO and/or 

purchases from the ISO of energy, reserves, Ancillary Services, capacity, demand/load response, FTRs 

and other products, paying or charging (if and as applicable) its Customers the amounts produced by the 

pertinent market clearing process or through the other pricing mechanisms described in Market Rule 1.  

The bilateral transactions to which the ISO is the Counterparty (subject to compliance with the 

requirements of Section III.1.4) include, but are not limited to, Internal Bilaterals for Load, Internal 

Bilaterals for Market for Energy, Capacity Supply Obligation Bilaterals, Capacity Load Obligation 

Bilaterals, Supplemental Availability Bilaterals, and the transactions described in Sections III.9.4.1 

(internal bilateral transactions that transfer Forward Reserve Obligations), and III.13.1.6 (Self-Supplied 

FCA Resources). Notwithstanding the foregoing, the ISO will not act as Counterparty for the import into 

the New England Control Area, for the use of Publicly Owned Entities, of:  (1) energy, capacity, and 

ancillary products associated therewith, to which the Publicly Owned Entities are given preference under 

Articles 407 and 408 of the project license for the New York Power Authority’s Niagara Project; and (2) 

energy, capacity, and ancillary products associated therewith, to which Publicly Owned Entities are 

entitled under Article 419 of the project license for the New York Power Authority’s Franklin D. 

Roosevelt – St. Lawrence Project. This Market Rule 1 addresses each of the three time frames pertinent to 

the daily operation of the New England Markets: “Pre-scheduling” as specified in Section III.1.9, 

“Scheduling” as specified in III.1.10, and “Dispatch” as specified in III.1.11. This Market Rule 1 became 

effective on February 1, 2005.  

 

III.1.2    [Reserved.]  

 

III.1.3    Definitions.  

Whenever used in Market Rule 1, in either the singular or plural number, capitalized terms shall have the 

meanings specified in Section I of the Tariff.  Terms used in Market Rule 1 that are not defined in Section 



I shall have the meanings customarily attributed to such terms by the electric utility industry in New 

England or as defined elsewhere in the ISO New England Filed Documents.  Terms used in Market Rule 

1 that are defined in Section I are subject to the 60% Participant Vote threshold specified in Section 

11.1.2 of the Participants Agreement.  

 

III.1.3.1   [Reserved.]  

III.1.3.2  [Reserved.]  

III.1.3.3  [Reserved.]  

III.1.4    Requirements for Certain Transactions. 

 

III.1.4.1  ISO Settlement of Certain Transactions. 

The ISO will settle, and act as Counterparty to, the transactions described in Section III.1.4.2 if the 

transactions (and their related transactions) conform to, and the transacting Market Participants comply 

with, the requirements specified in Section III.1.4.3. 

 

III.1.4.2  Transactions Subject to Requirements of Section III.1.4. 

Transactions that must conform to the requirements of Section III.1.4 include:  Internal Bilaterals for 

Load, Internal Bilaterals for Market for Energy, Capacity Supply Obligation Bilaterals, Capacity Load 

Obligation Bilaterals, Supplemental Availability Bilaterals, and the transactions described in Sections 

III.9.4.1 (internal bilateral transactions that transfer Forward Reserve Obligations), and III.13.1.6 (Self-

Supplied FCA Resources).  The foregoing are referred to collectively as “Section III.1.4 Transactions,” 

and individually as a “Section III.1.4 Transaction.”  Transactions that conform to the standards are 

referred to collectively as “Section III.1.4 Conforming Transactions,” and individually as a “Section 

III.1.4 Conforming Transaction.” 

 

III.1.4.3  Requirements for Section III.1.4 Conforming Transactions. 

 

(a) To qualify as a Section III.1.4 Conforming Transaction, a Section III.1.4 Transaction must 

constitute an exchange for an off-market transaction (a “Related Transaction”), where the Related 

Transaction: 

 

(i) is not cleared or settled by the ISO as Counterparty; 

(ii) is a spot, forward or derivatives contract that contemplates the transfer of energy or a MW 

obligation to or from a Market Participant; 



(iii) involves commercially appropriate obligations that impose a duty to transfer electricity or a MW 

obligation from the seller to the buyer, or from the buyer to the seller, with performance taking 

place within a reasonable time in accordance with prevailing cash market practices; and 

(iv) is not contingent on either party to carry out the Section III.1.4 Transaction. 

 

(b) In addition, to qualify as a Section III.1.4 Conforming Transaction: 

 

(i) the Section III.1.4 Transaction must be executed between separate beneficial owners or separate 

parties trading for independently controlled accounts; 

(ii) the Section III.1.4 Transaction and the Related Transaction must be separately identified in the 

records of the parties to the transactions; and 

(iii) the Section III.1.4 Transaction must be separately identified in the records of the ISO. 

 

(c) As further requirements: 

 

(i) each party to the Section III.1.4 Transaction and Related Transaction must maintain, and produce 

upon request of the ISO, records demonstrating compliance with the requirements of Sections III.1.4.3(a) 

and (b) for the Section III.1.4 Transaction, the Related Transaction and any other transaction that is 

directly related to, or integrated in any way with, the Related Transaction, including the identity of the 

counterparties and the material economic terms of the transactions including their price, tenor, quantity 

and execution date; and 

(ii) each party to the Section III.1.4 Transaction must be a Market Participant that meets all 

requirements of the ISO New England Financial Assurance Policy. 

 

III.1.5    Resource Auditing. 

III.1.5.1  Claimed Capability Audits. 

III.1.5.1.1  General Audit Requirements. 

(a)   Three types of Claimed Capability Audits may be performed: 

(i) An Establish Claimed Capability Audit establishes the Generator Asset’s ability to respond to 

ISO dispatch instructions and to maintain performance at a specified output level for a 

specified duration. 

(ii) A Seasonal Claimed Capability Audit determines a Generator Asset’s capability to perform 

under specified summer and winter conditions for a specified duration. 



(iii) An ISO-Initiated Claimed Capability Audit is conducted by the ISO to verify the Generator 

Asset’s Establish Claimed Capability Audit value. 

(b) The Claimed Capability Audit value of a Generator Asset shall reflect any limitations based upon 

the interdependence of common elements between two or more Generator Assets such as:  

auxiliaries, limiting operating parameters, and the deployment of operating personnel. 

(c) The Claimed Capability Audit value of gas turbine, combined cycle, and pseudo-combined cycle 

assets shall be normalized to standard 90° (summer) and 20° (winter) temperatures. 

(d) The Claimed Capability Audit value for steam turbine assets with steam exports, combined cycle, 

or pseudo-combined cycle assets with steam exports where steam is exported for uses external to 

the electric power facility, shall be normalized to the facility’s Seasonal Claimed Capability 

steam demand. 

(e) A Claimed Capability Audit may be denied or rescheduled by the ISO if its performance will 

jeopardize the reliable operation of the electrical system. 

 

III.1.5.1.2  Establish Claimed Capability Audit. 

(a) The time and date of an Establish Claimed Capability Audit shall be unannounced. 

(b) For a newly commercial Generator Asset: 

(i) An Establish Claimed Capability Audit will be scheduled by the ISO within seven Business 

Days of the commercial operation date for all Generator Assets except: 

1. Non-intermittent daily cycle hydro;  

2. Non-intermittent net-metered, or special qualifying facilities that do not elect to 

audit as described in Section III.1.5.1.3; and 

3. Intermittent Generator Assets 

(ii) The Establish Claimed Capability Audit values for both summer and winter shall equal the 

mean net real power output demonstrated over the duration of the audit, as reflected in hourly 

revenue metering data, normalized for temperature and steam exports. 

(iii) The Establish Claimed Capability Audit values shall be effective as of the commercial 

operation date of the Generator Asset. 

(c) For Generator Assets with an Establish Claimed Capability Audit value: 

(i) An Establish Claimed Capability Audit may be performed at the request of a Market 

Participant in order to support a change in the summer and winter Establish Claimed 

Capability Audit values for a Generator Asset. 

(ii) An Establish Claimed Capability Audit shall be performed within seven Business Days of the 

date of the request. 



(iii) The Establish Claimed Capability Audit values for both summer and winter shall equal the 

mean net real power output demonstrated over the duration of the audit, as reflected in hourly 

revenue metering data, normalized for temperature and steam exports. 

(iv) The Establish Claimed Capability Audit values become effective seven Business Days 

following notification of the audit results to the Market Participant by the ISO. 

(v) A Market Participant may cancel an audit request prior to issuance of the audit Dispatch 

Instruction. 

(d) An Establish Claimed Capability Audit value may not exceed the maximum interconnected flow 

specified in the Network Resource Capability for the resource associated with the Generator 

Asset. 

(e) Establish Claimed Capability Audits shall be performed on Business Days between 0800 and 

2200. 

(f) To conduct an Establish Claimed Capability Audit, the ISO shall: 

(i) Notify the Designated Entity immediately prior to issuing the Dispatch Instruction that an 

audit will be conducted. 

(ii) Ensure that the Generator Asset is Self-Scheduled for the time to ramp to its full capability 

and for the duration of the Establish Claimed Capability Audit. 

(iii) Initiate an Establish Claimed Capability Audit by issuing a Dispatch Instruction ordering the 

asset’s net output to increase from the current operating level to its Real-Time High 

Operating Limit. 

(iv) Begin the audit with the first full clock hour after sufficient time has been allowed for the 

asset to ramp, based on its offered ramp rate from its current operating point to reach its Real-

Time High Operating Limit. 

(g) An Establish Claimed Capability Audit shall be performed for the following contiguous duration: 

 

 

Duration Required for an Establish Claimed Capability Audit 

Unit Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 4 

Combined Cycle 4 

Integrated Coal Gasification Combustion Cycle 4 

Pressurized Fluidized Bed Combustion 4 

Combustine Gas Turbine 1 



Internal Combustion Engine 1 

Hydraulic Turbine – Reversible 2 

Hydro-Conventional Daily Pondage 

Hydro-Conventional Run of River 

Hydro-Conventional Weekly 

2 

Wind 

Photovoltaic 

Fuel Cell 

2 

 

III.1.5.1.3.  Seasonal Claimed Capability Audits. 

(a) A Seasonal Claimed Capability Audit must be conducted by all Generator Assets except: 

(i) Non-intermittent daily hydro; and 

(ii) Intermittent, net-metered, and special qualifying facilities. Non-intermittent net-metered and 

special qualifying facilities may elect to perform Seasonal Claimed Capability Audits 

pursuant to Section III.1.7.11(c)(iv). 

(b) An Establish Claimed Capability Audit or ISO-Initiated Claimed Capability Audit that meets the 

requirements of a Seasonal Claimed Capability Audit in this Section III.1.5.1.3 may be used to 

fulfill a Generator Asset’s Seasonal Claimed Capability Audit obligation. 

(c) Except as provided in Section III.1.5.1.3(m) below, a summer Seasonal Claimed Capability Audit 

must be conducted: 

(i) At least once every Capability Demonstration Year; 

(ii) Either (1) at a mean ambient temperature during the audit that is greater than or equal to 80 

degrees Fahrenheit at the location of the Generator Asset, or (2) during an ISO-announced 

summer Seasonal Claimed Capability Audit window. 

(d) A winter Seasonal Claimed Capability Audit must be conducted: 

(i) At least once in the previous three Capability Demonstration Years, except that a newly 

commercial Generator Asset which becomes commercial on or after: 

(1) September 1 and prior to December 31 shall perform a winter Seasonal Claimed 

Capability Audit prior to the end of that Capability Demonstration Year. 

(2) January 1 shall perform a winter Seasonal Claimed Capability Audit prior to the 

end of the next Capability Demonstration Year. 

(ii) Either (1) at a mean ambient temperature during the audit that is less than or equal to 32 

degrees Fahrenheit at the location of the Generator Asset, or (2) during an ISO-announced 

winter Seasonal Claimed Capability Audit window. 



(e) A Seasonal Claimed Capability Audit shall be performed by operating the Generator Asset for the 

audit time period and submitting to the ISO operational data that meets the following 

requirements: 

(i) The Market Participant must notify the ISO of its request to use the dispatch to satisfy the 

Seasonal Claimed Capability Audit requirement by 5:00 p.m. on the seventh Business Day 

following the day on which the audit concludes. 

(ii) The notification must include the date and time period of the demonstration to be used for the 

Seasonal Claimed Capability Audit and other relevant operating data. 

(f) The Seasonal Claimed Capability Audit value (summer or winter) will be the mean net real power 

output demonstrated over the duration of the audit, as reflected in hourly revenue metering data, 

normalized for temperature and steam exports. 

(g) The Seasonal Claimed Capability Audit value (summer or winter) shall be the most recent audit 

data submitted to the ISO meeting the requirements of this Section III.1.5.1.3.  In the event that a 

Market Participant fails to submit Seasonal Claimed Capability Audit data to meet the timing 

requirements in Section III.1.5.1.3(c) and (d), the Seasonal Claimed Capability Audit value for 

the season shall be set to zero. 

(h) The Seasonal Claimed Capability Audit value shall become effective seven Business Days 

following notification of the audit results to the Market Participant by the ISO. 

(i) A Seasonal Claimed Capability Audit shall be performed for the following contiguous duration: 

 

Duration Required for a Seasonal Claimed Capability Audit 

Unit  Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 2 

Combined Cycle 2 

Integrated Coal Gasification Combustion Cycle 2 

Pressurized Fluidized Bed Combustion 2 

Combustion Gas Turbine 1 

Internal Combustion Engine 1 

Hydraulic Turbine-Reversible 2 

Hydro-Conventional Weekly 2 

 

(j) A Generator Asset that is on a planned outage that was approved in the ISO’s annual maintenance 

scheduling process during all hours that meet the temperature requirements for a Seasonal 



Claimed Capability Audit that is to be performed by the asset during that Capability 

Demonstration Year shall: 

(i) Submit to the ISO, prior to September 10, an explanation of the circumstances rendering it 

incapable of meeting these auditing requirements; 

(ii) Have its Seasonal Claimed Capability Audit value for the season set to zero; and  

(iii) Perform the required Seasonal Claimed Capability Audit on the next available day that meets 

the Seasonal Claimed Capability Audit temperature requirements. 

(k) A Generator Asset that does not meet the auditing requirements of this Section III.1.5.1.3 because 

(1) every time the temperature requirements were met at the Generator Asset’s location the ISO 

denied the request to operate to full capability, or (2) the temperature requirements were not met 

at the Generator Asset’s location during the Capability Demonstration Year during which the 

asset was required to perform a Seasonal Claimed Capability Audit during the hours 0700 to 2300 

for each weekday excluding those weekdays that are defined as NERC holidays, shall: 

(i) Submit to the ISO, prior to September 10, an explanation of the circumstances rendering it 

incapable of meeting these temperature requirements, including verifiable temperature data; 

(ii) Retain the current Seasonal Claimed Capability Audit value for the season; and 

(iii) Perform the required Seasonal Claimed Capability Audit during the next Capability 

Demonstration Year. 

(l) The ISO may issue notice of a summer or winter Seasonal Claimed Capability Audit window for 

some or all of the New England Control Area if the ISO determines that weather forecasts 

indicate that temperatures during the audit window will meet the summer or winter Seasonal 

Claimed Capability Audit temperature requirements.  A notice shall be issued at least 48 hours 

prior to the opening of the audit window.  Any audit performed during the announced audit 

window shall be deemed to meet the temperature requirement for the summer or winter audit.  In 

the event that five or more audit windows for the summer Seasonal Claimed Capability Audit 

temperature requirement, each of at least a four hour duration between 0700 and 2300 and 

occurring on a weekday excluding those weekdays that are defined as NERC holidays, are not 

opened for a Generator Asset prior to August 15 during a Capability Demonstration Year, a two-

week audit window shall be opened for that Generator Asset to perform a summer Seasonal 

Claimed Capability Audit, and any audit performed by that Generator Asset during the open audit 

window shall be deemed to meet the temperature requirement for the summer Seasonal Claimed 

Capability Audit.  The open audit window shall be between 0700 and 2300 each day during 

August 15 through August 31.  



(m) A Market Participant that is required to perform testing on a Generator Asset that is in addition to 

a summer Seasonal Claimed Capability Audit may notify the ISO that the summer Seasonal 

Claimed Capability Audit was performed in conjunction with this additional testing, provided 

that: 

(i) The notification shall be provided at the time the Seasonal Claimed Capability Audit data is 

submitted under Section III.1.5.1.3(e). 

(ii) The notification explains the nature of the additional testing and that the summer Seasonal 

Claimed Capability Audit was performed while the Generator Asset was online to perform 

this additional testing. 

(iii) The summer Seasonal Claimed Capability Audit and additional testing are performed during 

the months of June, July or August between the hours of 0700 and 2300. 

(iv) In the event that the summer Seasonal Claimed Capability Audit does not meet the 

temperature requirements of Section III.1.5.1.3(c)(ii), the summer Seasonal Claimed 

Capability Audit value may not exceed the summer Seasonal Claimed Capability Audit value 

from the prior Capability Demonstration Year. 

(v) This Section III.1.5.1.3(m) may be utilized no more frequently than once every three 

Capability Demonstration Years for a Generator Asset. 

 

III.1.5.1.4.  ISO-Initiated Claimed Capability Audits. 

(a) An ISO-Initiated Claimed Capability Audit may be performed by the ISO at any time. 

(b) An ISO-Initiated Claimed Capability Audit value shall replace the winter and summer Establish 

Claimed Capability Audit values for a Generator Asset, normalized for temperature and steam 

exports, except: 

(i) The Establish Claimed Capability Audit values may not exceed the maximum interconnected 

flow specified in the Network Resource Capability for that resource. 

(ii) An ISO-Initiated Claimed Capability Audit value shall not set the winter Establish Claimed 

Capability Audit value unless the ISO-Initiated Claimed Capability Audit was performed at a 

mean ambient temperature that is less than or equal to 32 degrees Fahrenheit at the Generator 

Asset location. 

(c) If a Market Participant submits pressure and relative humidity data for the previous Establish 

Claimed Capability Audit and the current ISO-Initiated Claimed Capability Audit, the Establish 

Claimed Capability Audit values derived from the ISO-Initiated Claimed Capability Audit will be 

normalized to the pressure of the previous Establish Claimed Capability Audit and a relative 

humidity of 64%. 



(d) Establish Claimed Capability Audit values derived from the ISO-Initiated Claimed Capability 

Audit shall become effective seven Business Days following notification of the audit results to 

the Market Participant by the ISO. 

(e) To conduct an ISO-Initiated Claimed Capability Audit, the ISO shall: 

(i) Notify the Designated Entity, immediately prior to issuing the Dispatch Instruction, that an 

audit will be conducted. 

(ii) Initiate an ISO-Initiated Claimed Capability Audit by issuing a Dispatch Instruction ordering 

the Generator Asset’s net output to increase from the current operating level to its Real-Time 

High Operating Limit. 

(iii) Begin the audit with the first full clock hour after sufficient time has been allowed for the 

Generator Asset to ramp, based on its offered ramp rate, from its current operating point to its 

Real-Time High Operating Limit. 

(f) An ISO-Initiated Claimed Capability Audit shall be performed for the following contiguous 

duration: 

 

 

Duration Required for an ISO-Initiated Claimed Capability Audit 

Unit Type Claimed Capability Audit Duration (Hrs) 

Steam Turbine (Includes Nuclear) 4 

Combined Cycle 4 

Integrated Coal Gasification Combustion Cycle 4 

Pressurized Fluidized Bed Combusion 4 

Combustion Gas Turbine 1 

Internal Combustion Engine 1 

Hydraulic Turbine – Reversible 2 

Hydro-Conventional Daily Pondage 

Hydro-Conventional Run of River 

Hydro-Conventional Weekly 

2 

Wind 

Photovoltaic 

Fuel Cell 

2 

 

 

 



III.1.5.2  ISO-Initiated Parameter Auditing. 

(a) The ISO may perform an audit of any Supply Offer or other operating parameter that impacts the 

ability of a Generator Asset to provide real-time energy or reserves. 

(b) Audits shall be performed using the following methods for the relevant parameter: 

(i) Economic Maximum Limit. The Generator Asset shall be evaluated based upon its ability to 

achieve the current offered Economic Maximum Limit value, through a review of historical 

dispatch data or based on a response to a current ISO-issued Dispatch Instruction. 

(ii) Manual Response Rate.  The Generator Asset shall be evaluated based upon its ability to 

respond to Dispatch Instructions at its offered Manual Response Rate, including hold points 

and changes in Manual Response Rates. 

(iii) Start-Up Time.  The Generator Asset shall be evaluated based upon its ability to achieve the 

offered Start-Up Time. 

(iv) Notification Time.  The Generator Asset shall be evaluated based upon its ability to close its 

output breaker within its offered Notification Time. 

(v) CLAIM10.  The Generator Asset shall be evaluated based upon its ability to reach its 

CLAIM10 value in accordance with Section III.9.5 of Market Rule 1. 

(vi) CLAIM30.  The Generator Asset shall be evaluated based upon its ability to reach its 

CLAIM30 value in accordance with Section III.9.5 of Market Rule 1. 

(vii) Automatic Response Rate.  The Generator Asset shall be analyzed, based upon a review of 

historical performance data, for its ability to respond to four-second ISO-issued electronic 

Dispatch Instructions. 

(vii)(viii) Dual Fuel Capability.  A Generator Asset that is capable of operating on multiple fuels 

may be required to audit on a specific fuel, as set out in Section III.1.5.2(e). 

(c) To Conduct conduct an audit based upon historical data, the ISO shall: 

(i) Obtain data through random sampling of generator performance in response to ISO Dispatch 

Instructions; or 

(ii) Obtain data through continual monitoring of generator performance in response to ISO 

Dispatch Instructions. 

(d) To conduct an unannounced audit, the ISO shall initiate the audit by issuing a Dispatch 

Instruction ordering the Generator Asset’s net output to change from the current operating level to 

a level that permits the ISO to evaluate the performance of the Generator Asset for the parameters 

being audited. 

(e) To conduct an audit of the capability of a Generator Asset described in Section III.1.5.2(b)(viii) to 

run on a specific fuel: 



(i) The ISO shall notify the Lead Market Participant if a Generator Asset is required to undergo 

an audit on a specific fuel.  The ISO, in consultation with the Lead Market Participant, shall 

develop a plan for the audit.  

(ii) The Lead Market Participant will have the ability to propose the time and date of the audit 

within the ISO’s prescribed time frame and must notify the ISO at least five business days in 

advance of the audit, unless otherwise agreed to by the ISO and the Lead Market Participant.  

(iii) Market Participants will be compensated for audits of dual fuel capability conducted under 
this Section III.1.5.2 pursuant to Appendix F.  If a Market Participant has a Generator Asset 
that cleared in the Day-Ahead Energy Market and the Market Participant is audited for all or 
part of the Generator Asset’s Day-Ahead schedule on a fuel other than the fuel that formed 
the basis of the Generator Asset's Supply Offer in the Day-Ahead Energy Market, and 
Appendix F would otherwise not compensate the Generator Asset on the higher-priced fuel, 
then the Market Participant will receive additional compensation equal to the difference 
between 1) the audit costs based on the cost-based Reference Levels calculated using the fuel 
on which the audit was performed and 2) amounts calculated for that same operation as 
reflected in the greater of the Day-Ahead Supply Offer and the cost-based Reference Levels 
calculated using the fuel on which the Day-Ahead Supply Offer was based.  Compensation 
pursuant to this Section III.1.5.2(e)(iii) shall be charged in accordance with Section 
III.F.3.2.19 of Appendix F.  
 

(d)  

(e)(f) To the extent that the audit results indicate a Market Participant is providing Supply Offer or 

other operating parameter values that are not representative of the actual capability of the 

Generator Asset, Supply Offer parameterthe values for the Generator Asset shall be restricted to 

those values that is are supported by the audit. 

(f)(g) In the event that a Generator Asset has had a Supply Offer parameter value restricted: 

(i) The Lead Market Participant may submit a restoration plan to the ISO to restore that 

parameter.  The restoration plan shall: 

1. Provide an explanation of the discrepancy; 

2. Indicate the steps that the Market Participant will take to re-establish the Supply 

Offer parameter’s value; 

3. Indicate the timeline for completing the restoration; and 

4. Explain the testing that the Market Participant will undertake to verify restoration of 

the Supply Offer parameter value upon completion. 

(ii) The ISO shall: 



1. Accept the restoration plan if implementation of the plan, including the testing plan, 

is reasonably likely to support the proposed change in the Supply Offer parameter 

value restriction; 

2. Coordinate with the Market Participant to perform required testing upon completion 

of the restoration; and 

3.Modify the Supply Offer parameter value restriction following completion of the 

restoration plan, based upon tested values. 

  

III.1.6    [Reserved.]  

III.1.6.1   [Reserved.]  

III.1.6.2   [Reserved.]  

III.1.6.3   [Reserved.]  

 

III.1.6.4  ISO New England Manuals and ISO New England Administrative 

Procedures.  

The ISO shall prepare, maintain and update the ISO New England Manuals and ISO New England 

Administrative Procedures consistent with the ISO New England Filed Documents. The ISO New 

England Manuals and ISO New England Administrative Procedures shall be available for inspection by 

the Market Participants, regulatory authorities with jurisdiction over the ISO or any Market Participant, 

and the public.  

 

III.1.7    General.  

III.1.7.1   Provision of Market Data to the Commission. 

The ISO will electronically deliver to the Commission, on an ongoing basis and in a form and manner 

consistent with its collection of data and in a form and manner acceptable to the Commission, data related 

to the markets that it administers, in accordance with the Commission’s regulations.  

 

III.1.7.2   [Reserved.]  

 

III.1.7.3   Agents.  

A Market Participant may participate in the New England Markets through an agent, provided that such 

Market Participant informs the ISO in advance in writing of the appointment of such agent. A Market 

Participant using an agent shall be bound by all of the acts or representations of such agent with respect to 

transactions in the New England Markets, and shall ensure that any such agent complies with the 



requirements of the ISO New England Manuals and ISO New England Administrative Procedures and the 

ISO New England Filed Documents.  

 

III.1.7.4   [Reserved.]  

III.1.7.5   [Reserved.]  

 

III.1.7.6  Scheduling and Dispatching.  

(a)  The ISO shall schedule Day-Ahead and schedule and dispatch in Real-Time Resources 

economically on the basis of least-cost, security-constrained dispatch and the prices and operating 

characteristics offered by Market Participants. The ISO shall schedule and dispatch sufficient Resources 

of the Market Participants to serve the New England Markets energy purchase requirements under normal 

system conditions of the Market Participants and meet the requirements of the New England Control Area 

for ancillary services provided by such Resources. The ISO shall use a joint optimization process to serve 

Real-Time Energy Market energy requirements and meet Real-Time Operating Reserve requirements 

based on a least-cost, security-constrained economic dispatch.  

 

(b)  In the event that one or more Resources cannot be scheduled in the Day-Ahead Energy Market 

on the basis of a least-cost, security-constrained dispatch as a result of one or more Self-Schedule offers 

contributing to a transmission limit violation, the following scheduling protocols will apply:  

 

 (i)  When a single Self-Schedule offer contributes to a transmission limit violation, the Self-

Schedule offer will not be scheduled for the entire Self-Schedule period in development of Day-

Ahead schedules.  

 

(ii)  When two Self-Schedule offers contribute to a transmission limit violation, parallel 

clearing solutions will be executed such that, for each solution, one of the Self-Schedule offers 

will be omitted for its entire Self-Schedule period. The least cost solution will be used for 

purposes of determining which Resources are scheduled in the Day-Ahead Energy Market.  

 

(iii)  When three or more Self-Schedule offers contribute to a transmission limit violation, the 

ISO will determine the total daily MWh for each Self-Schedule offer and will omit Self-Schedule 

offers in their entirety, in sequence from the offer with the least total daily MWh to the offer with 

the greatest total MWh, stopping when the transmission limit violation is resolved.  

 



(c)  Scheduling and dispatch shall be conducted in accordance with the ISO New England Filed 

Documents.  

 

(d)  The ISO shall undertake, together with Market Participants, to identify any conflict or 

incompatibility between the scheduling or other deadlines or specifications applicable to the New 

England Markets, and any relevant procedures of another Control Area, or any tariff (including the 

Transmission, Markets and Services Tariff). Upon determining that any such conflict or incompatibility 

exists, the ISO shall propose tariff or procedural changes, or undertake such other efforts as may be 

appropriate, to resolve any such conflict or incompatibility.  

 

III.1.7.7   Energy Pricing.  

The price paid for energy bought and sold by the ISO in the New England Markets will reflect the hourly 

Locational Marginal Price at each Location, determined by the ISO in accordance with the ISO New 

England Filed Documents. Congestion Costs, which shall be determined by differences in the Congestion 

Component of Locational Marginal Prices in an hour caused by constraints, shall be calculated and 

collected, and the resulting revenues disbursed, by the ISO in accordance with this Market Rule 1. Loss 

costs associated with Pool Transmission Facilities, which shall be determined by the differences in Loss 

Components of the Locational Marginal Prices in an hour, shall be calculated and collected, and the 

resulting revenues disbursed, by the ISO in accordance with this Market Rule 1.  

 

III.1.7.8   Market Participant Resources.  

A Market Participant may elect to Self-Schedule its Resources in accordance with and subject to the 

procedures specified in this Market Rule 1 and the ISO New England Manuals.  

 

III.1.7.9   Real-Time Reserve Prices.  

The price paid by the ISO for the provision of Real-Time Operating Reserve in the New England Markets 

will reflect the integrated hourly Real-Time Reserve Clearing Prices determined by the ISO in accordance 

with the ISO New England Filed Documents for the system and each Reserve Zone.  

 

III.1.7.10   Other Transactions.  

(a)  Market Participants may enter into internal bilateral transactions and External Transactions for 

the purchase or sale of energy or other products to or from each other or any other entity, subject to the 

obligations of Market Participants to make  resources with a Capacity Supply Obligation available for 

dispatch by the ISO. External Transactions that contemplate the physical transfer of energy or obligations 



to or from a Market Participant shall be reported to and coordinated with the ISO in accordance with this 

Market Rule 1 and the ISO New England Manuals.  

 

(b)  [Reserved.]  

(c)  [Reserved.]  

 

III.1.7.11   Seasonal Claimed Capability of a Generating Capacity Resource. 

(a) A Seasonal Claimed Capability value must be established and maintained for all Generating 

Capacity Resources.  A summer Seasonal Claimed Capability is established for use from June 1 

through September 30 and a winter Seasonal Claimed Capability is established for use from 

October 1 through May 31. 

(b) The Seasonal Claimed Capability of a Generating Capacity Resource is the sum of the Seasonal 

Claimed Capabilities of the Generator Assets that are associated with the Generating Capacity 

Resource. 

(c) The Seasonal Claimed Capability of a Generator Asset is: 

(i) Based upon review of historical data for non-intermittent daily cycle hydro. 

(ii) The median net real power output during reliability hours, as described in Section III.13.1.2.2.2, 

for (1) intermittent facilities, and (2) netmetered and special qualifying facilities that do not elect 

to audit, as reflected in hourly revenue metering data. 

(iii) For non-intermittent net-metered and special qualifying facilities that elect to audit, the minimum 

of (1) the Generator Asset’s current Seasonal Claimed Capability Audit value, as performed 

pursuant to Section III.1.5.1.3; (2) the Generator Asset’s current Establish Claimed Capability 

Audit value; and (3) the median hourly availability during hours ending 2:00 p.m. through 6:00 

p.m. each day of the preceding June through September for Summer and hours ending 6:00 p.m. 

and 7:00 p.m. each day of the preceding October through May for Winter.  The hourly 

availability: 

a. For a Generator Asset that is available for commitment and following Dispatch 

Instructions, shall be the asset’s Economic Maximum Limit, as submitted or redeclared. 

b. For a Generator Asset that is off-line and not available for commitment shall be zero. 

c. For a Generator Asset that is on-line but not able to follow Dispatch Instructions, shall be 

the asset’s metered output. 

(iv) For all other Generator Asets, the minimum of:  (1) the Generator Asset’s current Establish 

Claimed Capability Audit value and (2) the Generator Asset’s current Seasonal Claimed 

Capability Audit value, as performed pursuant to Section III.1.5.1.3. 



 

III.1.7.12   [Reserved.]  

III.1.7.13   [Reserved.]  

III.1.7.14   [Reserved.]  

III.1.7.15   [Reserved.]  

III.1.7.16   [Reserved.]  

 

III.1.7.17   Operating Reserve. 

The ISO shall schedule to the Operating Reserve and load-following requirements of the New England 

Control Area and the New England Markets in scheduling Resources pursuant to this Market Rule 1. 

Reserve requirements for the Forward Reserve Market are determined in accordance with the 

methodology specified in Section III.9.2 of Market Rule 1. Operating Reserve requirements for Real-

Time dispatch within an Operating Day are determined in accordance with ISO New England Operating 

Procedure No. 8, Operating Reserve and Regulation.  

 

III.1.7.18   Regulation.  

(a)  Regulation shall be supplied from generators located within the metered electrical boundaries of 

the New England Control Area. Market Participants offering Regulation shall comply with applicable 

standards and requirements for Regulation capability and dispatch specified in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 

 (b)  The ISO shall obtain and maintain an amount of Regulation equal to the New England Control 

Area Regulation objective as specified in the ISO New England Manuals and ISO New England 

Administrative Procedures.  

 

(c)  The Regulation range of a unit shall be at least twice the amount of Regulation assigned and no 

less than the minimum specified in the ISO New England Manuals and ISO New England Administrative 

Procedures.  

 

(d)  A unit that is providing Regulation shall have its energy dispatch range reduced by twice the 

amount of the Regulation provided. The amount of Regulation provided by a unit shall serve to redefine 

the Economic Minimum Limit and Economic Maximum Limit of that unit, in that the amount of 

Regulation shall be added to the unit's Economic Minimum Limit or automatic low limit while regulating, 

whichever is greater, and subtracted from its Economic Maximum Limit or automatic high limit, which 



ever is less. Qualified Regulation must satisfy the verification tests described in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 

III.1.7.19   Ramping.  

A generating unit dispatched by the ISO pursuant to a control signal appropriate to increase or decrease 

the unit’s megawatt output level shall be able to change output at the ramping rate specified in the Offer 

Data submitted to the ISO for that unit and shall be subject to sanctions for failure to comply as described 

in Appendix B.  

 

III.1.7.19A   Real-Time Reserve.  

(a)  Real-Time TMSR, TMNSR, TMOR and Real-Time Replacement Reserve, if applicable, shall be 

supplied from Resources located within the metered boundaries of the New England Control Area subject 

to the condition set forth in Section III.1.7.19A(c) below. The ISO shall designate Operating Reserve in 

Real-Time only to Market Participant Resources that comply with the applicable standards and 

requirements for provision and dispatch of Operating Reserve capability as specified in the ISO New 

England Manuals and ISO New England Administrative Procedures.  

 

(b)  The ISO shall endeavor to procure and maintain an amount of Operating Reserve in Real-Time 

equal to the system and locational Operating Reserve requirements as specified in the ISO New England 

Manuals and ISO New England Administrative Procedures.  

 

(c)  External Resources will be permitted to participate in the Real-Time reserve market when the 

respective Control Areas implement the technology and processes necessary to support recognition of 

Operating Reserves from external Resources.  

 

III.1.7.20   Information and Operating Requirements.  

(a)  [Reserved.]  

 

(b)  Market Participants selling from Resources within the New England Control Area shall: supply 

to the ISO all applicable Offer Data; report to the ISO units that are Self-Scheduled; report to the ISO 

External Transaction sales; confirm to the ISO bilateral sales to Market Participants within the New 

England Control Area; respond to the ISO’s directives to start, shutdown or change output levels of 

generating units, or change scheduled voltages or reactive output levels; continuously maintain all Offer 

Data concurrent with on-line operating information; and ensure that, where so equipped, generating 



equipment is operated with control equipment functioning as specified in the ISO New England Manuals 

& ISO New England Administrative Procedures.   

 

(c)  Market Participants selling from Resources outside the New England Control Area shall:  

provide to the ISO all applicable Offer Data, including offers specifying amounts of energy available, 

hours of availability and prices of energy and other services; respond to ISO directives to schedule 

delivery or change delivery schedules; and communicate delivery schedules to the source Control Area 

and any intermediary Control Areas.  

 

(d)  Market Participants, as applicable, shall:  respond or ensure a response to ISO directives for load 

management steps; report to the ISO all bilateral purchase transactions including External Transaction 

purchases; and respond or ensure a response to other ISO directives such as those required during 

Emergency operation.  

 

(e)   Market Participant, as applicable, shall provide to the ISO requests to purchase specified amounts 

of energy for each hour of the Operating Day during which it intends to purchase from the Day-Ahead 

Energy Market, along with Dispatch Rate levels above which it does not desire to purchase.  

 

(f) Market Participants are responsible for reporting to the ISO anticipated availability and other 

information concerning generating Resources and Dispatchable Asset Related Demand Resources 

required by the ISO New England Operating Documents, including but not limited to the Market 

Participant’s ability to procure fuel and physical limitations that could reduce Resource output for the 

pertinent Operating Day. 

 

III.1.8    [Reserved.]  

III.1.9    Pre-scheduling.  

III.1.9.1   [Reserved.]  

III.1.9.2   [Reserved.]  

III.1.9.3   [Reserved.]  

III.1.9.4   [Reserved.]  

III.1.9.5   [Reserved.]  

III.1.9.6   [Reserved.]  

 

III.1.9.7   Market Participant Responsibilities.  



Market Participants authorized and intending to request market-based Start-Up Fees and No-Load Fee in 

their Offer Data shall submit a specification of such fees to the ISO for each generating unit as to which 

the Market Participant intends to request such fees. Any such specification shall identify the applicable 

period and be submitted on or before the applicable deadline specified in the ISO New England Manuals 

and ISO New England Administrative Procedures and shall remain in effect without change throughout 

each such period for which a specification was submitted. The ISO shall reject any request for Start-Up 

Fees and No-Load Fee in a Market Participant’s Offer Data that does not conform to the Market 

Participant’s specification on file with the ISO.  

 

III.1.9.8   [Reserved.]  

III.1.10   Scheduling.  

 

III.1.10.1   General.  

(a)  The ISO shall administer scheduling processes to implement a Day-Ahead Energy Market and a 

Real-Time Energy Market.  

 

(b)  The Day-Ahead Energy Market shall enable Market Participants to purchase and sell energy 

through the New England Markets at Day-Ahead Prices and enable Market Participants to submit 

External Transactions conditioned upon Congestion Costs not exceeding a specified level. Market 

Participants whose purchases and sales and External Transactions are scheduled in the Day-Ahead Energy 

Market shall be obligated to purchase or sell energy or pay Congestion Costs and costs for losses, at the 

applicable Day-Ahead Prices for the amounts scheduled.  

 

(c)  In the Real-Time Energy Market,   

 

(i)  Market Participants that deviate from the amount of energy purchases or sales scheduled 

in the Day-Ahead Energy Market shall replace the energy not delivered with energy from the 

Real-Time Energy Market or an internal bilateral transaction and shall pay for such energy not 

delivered, net of any internal bilateral transactions, at the applicable Real-Time Price, unless 

otherwise specified by this Market Rule 1, and  

 

(ii) Non-Market Participant Transmission Customers shall be obligated to pay Congestion 

Costs and costs for losses for the amount of the scheduled transmission uses in the Real-Time 



Energy Market at the applicable Real-Time Congestion Component and Loss Component price 

differences, unless otherwise specified by this Market Rule 1.  

 

(d)  The following scheduling procedures and principles shall govern the commitment of Resources 

to the Day-Ahead Energy Market and the Real-Time Energy Market over a period extending from one 

week to one hour prior to the Real-Time dispatch. Scheduling encompasses the Day-Ahead and hourly 

scheduling process, through which the ISO determines the Day-Ahead Energy Market schedule and 

determines, based on changing forecasts of conditions and actions by Market Participants and system 

constraints, a plan to serve the hourly energy and reserve requirements of the New England Control Area 

in the least costly manner, subject to maintaining the reliability of the New England Control Area. 

Scheduling of External Transactions in the Real-Time Energy Market is subject to Section II.44 of the 

OATT.  

 

(e)  If the ISO’s forecast for the next seven days projects a likelihood of Emergency Condition, the 

ISO may commit, for all or part of such seven day period, to the use of generating Resources with 

notification time greater than 24 hours as necessary in order to alleviate or mitigate such Emergency, in 

accordance with the Market Participants’ binding Supply Offers for such units, as submitted in 

accordance with Section 1.10.1A(f), for such periods and the specifications in the ISO New England 

Manuals and ISO New England Administrative Procedures and such Resources shall be treated as Pool-

Scheduled Resources and shall be eligible to receive NCPC Credits under Section III.3.2.3 in accordance 

with the binding Supply Offers submitted.  

 

III.1.10.1A   Day-Ahead Energy Market Scheduling.  

The following actions shall occur not later than 10:00 a.m. on the day before the Operating Day for which 

transactions are being scheduled, or such other deadline as may be specified by the ISO in order to 

comply with the practical requirements and the economic and efficiency objectives of the scheduling 

process specified in this Market Rule 1.  

 

(a)  Each Market Participant may submit to the ISO specifications of the amount and location of its 

customer loads and/or energy purchases to be included in the Day-Ahead Energy Market for each hour of 

the next Operating Day, such specifications to comply with the requirements set forth in the ISO New 

England Manuals and ISO New England Administrative Procedures. Each Market Participant shall 

inform the ISO of (i) the prices, if any, at which it desires not to include its load in the Day-Ahead Energy 

Market rather than pay the Day-Ahead Price, (ii) hourly schedules for Resource increments, including 



hydropower units, Self-Scheduled by the Market Participant; and (iii) the Decrement Bid at which each 

such Self-Scheduled Resource will disconnect or reduce output, or confirmation of the Market 

Participant’s intent not to reduce output. Price-sensitive Demand Bids and Decrement Bids must be equal 

to or greater than zero and shall not exceed the energy Supply Offer limitation specified in this Section.  

 

(b)  [Reserved.]  

 

(c)  All Market Participants shall submit to the ISO schedules for any External Transactions involving 

use of generating Resources or the New England Transmission System as specified below, and shall 

inform the ISO whether the transaction is to be included in the Day-Ahead Energy Market. Any Market 

Participant that elects to include an External Transaction in the Day-Ahead Energy Market may specify 

the price (such price not to exceed the maximum price that may be specified in the ISO New England 

Manuals and ISO New England Administrative Procedures), if any, at which it will be curtailed rather 

than pay Congestion Costs. The foregoing price specification shall apply to the price difference between 

the Locational Marginal Prices for specified External Transaction source and sink points in the Day-

Ahead scheduling process only. Any Market Participant that deviates from its Day-Ahead External 

Transaction schedule or elects not to include its External Transaction in the Day-Ahead Energy Market 

shall be subject to Congestion Costs in the Real-Time Energy Market in order to complete any such 

scheduled External Transaction. A priced External Transaction that clears in the Day-Ahead Energy 

Market will be considered tied within economic merit with a Self-Scheduled External Transaction 

submitted to the Real-Time Energy Market, unless the Market Participant modifies the price component 

of its Real-Time offer during the Re-Offer Period. Scheduling of External Transactions shall be 

conducted in accordance with the specifications in the ISO New England Manuals and ISO New England 

Administrative Procedures and the following requirements:  

 

 (i)  Market Participants shall submit schedules for all External Transaction purchases for 

delivery within the New England Control Area from Resources outside the New England Control 

Area;  

 

(ii)  Market Participants shall submit schedules for External Transaction sales to entities 

outside the New England Control Area from Resources within the New England Control Area;  

 

(iii)  If the sum of all submitted fixed External Transaction purchases less External 

Transaction sales exceeds the import capability associated with the applicable External Node, the 



offer prices for all fixed External Transaction purchases at the applicable External Node shall be 

set equal to $0.0/MWh; and  

 

(iv)  If the sum of all submitted fixed External Transaction sales less External Transaction 

purchases exceeds the export capability associated with the applicable External Node, the offer 

prices for all fixed External Transaction sales at the applicable External Node shall be set equal to 

$1,000/MWh.  

 

(d)  Market Participants selling into the New England Markets, from either internal Resources or 

External Resources, shall submit Supply Offers or External Transactions for the supply of energy 

(including energy from hydropower units), and Demand Bids for the consumption of energy, Regulation, 

Operating Reserve or other services as applicable, for the following Operating Day. Supply Offers shall 

be submitted to the ISO in the form specified by the ISO and shall contain the information specified in the 

ISO’s Offer Data specification, as applicable.  External Transactions shall be submitted to the ISO 

according to Section III.1.10.7 of this Market Rule 1.  The ISO shall not consider Start-Up Fees, No-Load 

Fee, notification times or any other inter-temporal parameters in scheduling or dispatching External 

Transactions.  

 

Energy offered from generating Resources without a Capacity Supply Obligation shall not be supplied 

from Resources that are included in or otherwise committed to supply the operating reserve requirements 

of another Control Area. All Supply Offers and Demand Bids:  

 

(i)  Shall specify the Resource and energy for each hour in the offer period;  

 

(ii)  Shall specify the amounts and prices for the entire Operating Day for each Resource 

offered by the Market Participant to the ISO;  

 

(iii)  If based on energy from a specific generating unit internal to the New England Control 

Area, may specify Start-Up Fees and No-Load Fee equal to the specification of such fees for such 

unit on file with the ISO (Market Participant changes to the Start-Up Fee and No-Load Fee can 

only occur during the open periodic bidding enrollment periods (daily));  

 

(iv)  Shall set forth any special conditions upon which the Market Participant proposes to 

supply a Resource increment;  



 

(v)  Shall specify a minimum run time to be used for scheduling purposes that does not 

exceed 24 hours for a generating Resource;  

 

(vi)  Shall constitute an offer to submit the generating Resource increment to the ISO for 

scheduling and dispatch in accordance with the terms of the Supply Offer, where such Supply 

Offer, with regard to operating limits, shall specify changes to the Economic Maximum Limit, 

Economic Minimum Limit and Emergency Minimum Limit from those submitted as part of the 

Resource’s Offer Data to reflect the physical operating characteristics and/or availability of the 

Resource, except that, for a Self-Scheduled Resource, the Economic Minimum Limit may be 

revised to reflect the Self-Scheduled output level of the Resource and for a Limited Energy 

Resource, the Economic Maximum Limit may be revised to reflect maximum energy available 

for the Operating Day, which offer shall remain open through the Operating Day for which the 

Supply Offer is submitted;  

 

(vii)  Shall constitute an offer to submit the Dispatchable Asset Related Demand Resource 

increment to the ISO for scheduling and dispatch in accordance with the terms of the Demand 

Bid, where such Demand Bid, with regard to operating limits, shall specify changes to the 

Maximum Consumption Limit and Minimum Consumption Limit from those submitted as part of 

the Resource’s Offer Data to reflect the physical operating characteristics and/or availability of 

the Resource, except that, for a Self-Scheduled Resource, the Minimum Consumption Limit may 

be revised to reflect the Self-Scheduled consumption level of the Resource;  

 

(viii)  Shall be final as to the price or prices at which the Market Participant proposes to supply 

or consume energy or other services to the New England Markets, such price or prices for 

Resources or portions of Resources scheduled in the Day-Ahead Energy Market being guaranteed 

by the Market Participant for the period extending through the end of the following Operating 

Day or, in the case of a generating Pool-Scheduled Resource continuing to run into the second 

Operating Day to satisfy its minimum run time, such price or prices being guaranteed by the 

Market Participant for the period extending into the second Operating Day that satisfies the 

Resource’s minimum run time; and  

 

(ix)  Shall not specify an energy offer or bid price below $0/MWh or above $1,000/MWh.  

 



(e)  A Market Participant that wishes to make a Resource available to sell Regulation service shall 

submit a Supply Offer for Regulation that shall specify the Automatic Response Rate in megawatts per 

minute, the price in dollars per MWh of the Regulation capability being offered, such Regulation 

capability as calculated by the ISO by multiplying the submitted Automatic Response Rate by five 

minutes, and such other information specified by the ISO as may be necessary to evaluate the Supply 

Offer and the generating Resource’s Regulation Opportunity Costs. The price of the Supply Offer shall 

not exceed $100/MWh. Qualified Regulation capability must satisfy the verification tests specified in the 

ISO New England Manuals and ISO New England Administrative Procedures. Regulation capability 

amounts will be adjusted as necessary in the case where a generating unit’s compliance rating is less than 

90%. The audited Regulation capability will be deemed equal to the most recently calculated compliance 

rating times the 5-minute Regulation capability quantities utilized in that compliance rating calculation, 

rounded to the nearest whole megawatt.  The Resource’s Automatic Response Rate will then be adjusted 

based upon the audited Regulation capability.  

 

(f)  Each Market Participant owning or controlling the output of a resource with a Capacity Supply 

Obligation shall submit a forecast of the availability of each such resource for the next seven days. A 

Market Participant may submit a non-binding forecast of the price at which it expects to offer a 

generating Resource increment to the ISO over the next seven days.  

 

(g)  Each Supply Offer or Demand Bid by a Market Participant of a Resource shall remain in effect 

for subsequent Operating Days until superseded or canceled except in the case of an External Resource 

and an External Transaction purchase, in which case, the Supply Offer shall remain in effect for the 

applicable Operating Day and shall not remain in effect for subsequent Operating Days.   

 

(h)  The ISO shall post on the internet the total hourly loads including Decrement Bids scheduled in 

the Day-Ahead Energy Market, as well as the ISO’s estimate of the Control Area hourly load for the next 

Operating Day.  

 

(i)  In determining Day-Ahead schedules, in the event of multiple marginal Supply Offers, Increment 

Offers and/or External Transaction purchases at a pricing location, the ISO shall clear the marginal 

Supply Offers, Increment Offers and/or External Transaction purchases proportional to the amount of 

energy (MW) from each marginal offer and/or External Transaction at the pricing location.  The 

Economic Maximum Limits and Economic Minimum Limits are not used in determining the amount of 

energy (MW) in each marginal Supply Offer to be cleared on a pro-rated basis.  However, the Day-Ahead 



schedules resulting from the pro-ration process will reflect Economic Maximum Limits and Economic 

Minimum Limits.  

 

(j)  In determining Day-Ahead schedules, in the event of multiple marginal Demand Bids, Decrement 

Bids and/or External Transaction sales at a pricing location, the ISO shall clear the marginal Demand 

Bids. Decrement Bids and/or External Transaction sales proportional to theamount of energy (MW) from 

each marginal bid and/or External Transaction at the pricing location.  

 

(k)  All Market Participants may submit Increment Offers and/or Decrement Bids that apply to the 

Day-Ahead Energy Market only.  Such offers and bids must comply with the requirements set forth in the 

ISO New England Manuals and ISO New England Administrative Procedures and must specify amount, 

location and price, if any, at which the Market Participant desires to purchase or sell energy in the Day-

Ahead Energy Market.  

 

III.1.10.2   Pool-Scheduled Resources.   

Pool-Scheduled Resources are those Resources for which Market Participants submitted Supply Offers to 

sell energy in the Day-Ahead Energy Market and which the ISO scheduled in the Day-Ahead Energy 

Market as well as generators committed by the ISO subsequent to the Day-Ahead Energy Market.  Such 

Resources shall be committed to provide energy in the Real-Time dispatch unless the schedules for such 

units are revised pursuant to Sections III.1.10.9 or III.1.11.  Pool-Scheduled Resources shall be governed 

by the following principles and procedures.  

 

(a)  Pool-Scheduled Resources shall be selected by the ISO on the basis of the prices offered for 

energy and related services, Start-Up Fees, No-Load Fees, and the specified operating characteristics, 

offered by Market Participants to the ISO by the offer deadline specified in Section III.1.10.1A.  

 

(b)  The ISO shall optimize the dispatch of energy from Limited Energy Resources by request to 

minimize the as-bid production cost for the New England Control Area. In implementing the use of 

Limited Energy Resources, the ISO shall use its best efforts to select the most economic hours of 

operation for Limited Energy Resources, in order to make optimal use of such Resources in the Day-

Ahead Energy Market consistent with the Supply Offers of other Resources, the submitted Demand Bids 

and Decrement Bids and Operating Reserve and Replacement Reserve requirements.  

 



(c)  Market Participants offering energy from hydropower or other facilities with fuel or 

environmental limitations may submit data to the ISO that is sufficient to enable the ISO to determine the 

available operating hours of such facilities.  

 

(d)  The Market Participant seller whose Resource is selected as a Pool-Scheduled Resource shall 

receive payments or credits for energy or related services, or for Start-Up Fees and No-Load Fee, from 

the ISO on behalf of the Market Participant buyers in accordance with Section III.3 of this Market Rule 1. 

Additionally, the Market Participant seller shall receive for Pool-Scheduled Resources scheduled in the 

Real-Time Energy Market that were not scheduled in the Day-Ahead Energy Market, a pro-rata share of 

its applicable Start-Up Fee if the ISO cancels its selection of the Resource as a Pool-Scheduled Resource 

and so notifies the Market Participant seller before the Resource is synchronized (“Cancellation Fee”).  

 

(e)  Market Participants shall make available their Pool-Scheduled Resources to the ISO for 

coordinated operation to supply the needs of the New England Control Area for energy and ancillary 

services.  

 

(f)  Eligibility for NCPC in the Day-Ahead Energy Market under Section III.3.2.3 is affected by 

Resource Self-Schedules. The specific rules related to the impact of Resource Self-Schedules on 

eligibility for NCPC may be found in Appendix F of this Market Rule 1.  

 

 (g)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 is affected by 

Resource Self-Schedules. The specific rules related to the impact of Resource Self-Schedules on 

eligibility for NCPC may be found in Appendix F of this Market Rule 1.  

 

(h)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 may be affected by 

Resource trips. The specific rules related to the impact of Resource trips on eligibility for NCPC may be 

found in Appendix F of this Market Rule 1.  

 

(i)  Eligibility for NCPC in the Real-Time Energy Market under Section III.3.2.3 is affected by 

ramping up in response to a start-up instruction and ramping down in response to a shutdown instruction. 

The specific rules related to the ramping impacts on eligibility for NCPC may be found in Appendix F of 

this Market Rule 1.  

 

III.1.10.3   Self-Scheduled Resources.  



Self-Scheduled Resources shall be governed by the following principles and procedures.  

 

(a)  [Reserved.]  

 

(b)  The offered prices of Resources or portions of Resources that are Self-Scheduled, or otherwise 

not following the dispatch orders of the ISO, shall not be considered by the ISO in determining 

Locational Marginal Prices.  

 

(c)  A Market Participant with a Resource that does not have a Capacity Supply Obligation shall 

comply with the requirements in Section III.13.6.2 when Self-Scheduling any portion of that Resource.  

 

 (d)  A Market Participant Self-Scheduling a Resource in the Day-Ahead Energy Market that does not 

deliver the energy in the Real-Time Energy Market, shall replace the energy not delivered with energy 

from the Real-Time Energy Market or an internal bilateral transaction and shall pay for such energy not 

delivered, net of any internal bilateral transactions, at the applicable Real-Time Price.  

 

III.1.10.4   [Reserved.]  

 

III.1.10.5   External Resources.  

(a)  Market Participants with External Resources that have dynamic scheduling and dispatch 

capability may submit Supply Offers to the New England Markets in accordance with the Day-Ahead and 

Real-Time scheduling processes specified above.  Market Participants must submit Supply Offers for 

External Resources on a Resource specific basis.  An External Resource with dynamic scheduling and 

dispatch capability selected as a Pool-Scheduled Resource shall be made available for scheduling and 

dispatch at the direction of the ISO and shall be compensated on the same basis as other Pool-Scheduled 

Resources.    

 

(b)  Supply Offers for External Resources with dynamic scheduling and dispatch capability shall 

specify the Resource being offered, along with the information specified in the Offer Data as applicable.  

 

(c)  For Resources external to the New England Control Area that are not capable of dynamic 

scheduling and dispatch, Market Participants shall submit External Transactions as detailed in Section 

III.1.10.7 of this Market Rule 1.    

 



(d)  A Market Participant whose External Resource is capable of dynamic scheduling and dispatch 

capability or whose External Transaction does not deliver the energy scheduled in the Day-Ahead Energy 

Market shall replace such energy not delivered as scheduled in the Day-Ahead Energy Market with 

energy from the Real-Time Energy Market or an internal bilateral transaction and shall pay for such 

energy not delivered, net of any internal bilateral transactions, at the applicable Real-Time Price.  

 

III.1.10.6   Dispatchable Asset Related Demand Resources. 

External Transactions that are sales to an external Control Area are not eligible to be Dispatchable Asset 

Related Demand Resources. Except as noted below with respect to a pumped storage generator that does 

not have a Capacity Supply Obligation, a Dispatchable Asset Related Demand Resource in the New 

England Control Area must:  

 

(a)  each day, either Self-Schedule or submit a Demand Bid into the Day-Ahead Energy Market as 

described in Section III.1.10.1A of this Market Rule 1 that specifies the prices at which the Resource is 

willing to consume energy, unless and to the extent that the Dispatchable Asset Related Demand 

Resource is unable to do so due to an outage as defined in the ISO New England Manuals;  

 

(b)  submit Demand Bid data that specifies a Maximum Consumption Limit and Minimum 

Consumption Limit;  

 

(c)  submit Demand Bid data that specifies a Minimum Consumption Limit that is less than or equal 

to its Nominated Consumption Limit;  

 

(d)  notify the ISO of any outage (including partial outages) that may reduce the Dispatchable Asset 

Related Demand Resource’s ability to interrupt and the expected return date from the outage;  

 

(e)  in accordance with the ISO New England Manuals and Operating Procedures, perform audit tests 

and submit the results to the ISO or provide to the ISO appropriate historical production data;  

 

(f)  abide by the ISO maintenance coordination procedures;  

 

(g)  provide information reasonably requested by the ISO, including the name and location of the 

Dispatchable Asset Related Demand Resource; and  

 



(h)  comply with the ISO New England Manuals.  

To schedule the dispatchable pumping demand of a pumped storage generator that does not have a 

Capacity Supply Obligation, a Market Participant must comply with the requirements in (b) through (h) 

for the applicable Operating Day and must either Self-Schedule or submit a Demand Bid into the Day-

Ahead Energy Market as described in Section III.1.10.1A of this Market Rule 1 that specifies the prices at 

which the Resource is willing to consume energy for the applicable Operating Day.  

 

III.1.10.7   External Transactions.  

(a)  Market Participants that submit an External Transaction in the Day-Ahead Energy Market must 

also submit a corresponding External Transaction in the Real-Time Energy Market in order to be eligible 

for scheduling in the Real-Time Energy Market.  Priced External Transactions for the Real-Time Energy 

Market must be submitted by the offer submission deadline for the Day-Ahead Energy Market.  

 

(b)  Priced External Transactions submitted in both the Day-Ahead Energy Market and the Real-Time 

Energy Market will be treated as Self-Scheduled External Transactions in the Real-Time Energy Market 

for the associated megawatt amounts that cleared the Day-Ahead Energy Market, unless the Market 

Participant modifies the price component of its Real-Time offer during the Re-Offer Period.  

 

(c)  Any External Transaction, or portion thereof, submitted to the Real-Time Energy Market that did 

not clear in the Day-Ahead Energy Market will not be scheduled in Real-Time if the ISO anticipates that 

the External Transaction would create or worsen an Emergency. External Transactions cleared in the 

Day-Ahead Energy Market and associated with a Real-Time Energy Market submission will continue to 

be scheduled in Real-Time prior to and during an Emergency, until the applicable procedures governing 

the Emergency, as set forth in ISO New England Manual 11, require a change in schedule.  

 

(d)  A Market Participant submitting a priced External Transaction supporting Capacity Supply 

Obligation to the Real-Time Energy Market on an external interface where advance transmission 

reservations are required must comply with the requirements in Section III.13.6.1.2.1 with respect to 

linking the transaction to the associated transmission reservation and NERC E-Tag.  All other External 

Transactions submitted to the Real-Time Energy Market must contain the associated NERC E-Tag and 

transmission reservation, if required, at the time the transaction is submitted to the Real-Time Energy 

Market.    

 



(e)  All Real-Time External Transactions shall be scheduled and curtailed in accordance with the ISO 

New England Manuals and all applicable tariffs.  

 

(f)  External Transaction sales meeting all of the criteria for any of the transaction types described in 

(i) through (iv) below receive priority in the scheduling and curtailment of transactions as set forth in 

Section II.44 of the OATT.  External Transaction sales meeting all of the criteria for any of the 

transaction types described in (i) through (iv) below are referred to herein and in the OATT as being 

supported in Real-Time.  

 

(i)  Capacity Export Through Import Constrained Zone Transactions:  

 

(1)  The External Transaction is exporting across an external interface located in an import-

constrained Capacity Zone that cleared in the Forward Capacity Auction with price separation, as 

determined in accordance with Section III.12.4 and Section III.13.2.3.4 of Market Rule 1;  

 

(2)  The External Transaction is directly associated with an Export Bid or Administrative 

Export De-List Bid that cleared in the Forward Capacity Auction, and the megawatt amount of 

the External Transaction is less than or equal to the megawatt amount of the cleared Export Bid;  

 

(3)  The External Node associated with the cleared Export Bid or Administrative Export De-

List Bid is connected to the import-constrained Capacity Zone, and is not connected to a Capacity 

Zone that is not import-constrained;  

 

(4)  The Resource, or portion thereof, that is associated with the cleared Export Bid or 

Administrative Export De-List Bid is not located in the import-constrained Capacity Zone;  

 

(5)  The External Transaction has been submitted and cleared in the Day-Ahead Energy 

Market;  

 

(6)  A matching External Transaction has also been submitted into the Real-Time Energy 

Market by the end of the Re-Offer Period for Self-Scheduled External Transactions, and, in 

accordance with Section III.1.10.7(a), by the offer submission deadline for the Day-Ahead 

Energy Market for priced External Transactions.  

 



(ii)  FCA Cleared Export Transactions:  

 

(1)  The External Transaction sale is exporting to an External Node that is connected only to 

an import-constrained Reserve Zone;  

 

(2)  The External Transaction sale is directly associated with an Export Bid or an 

Administrative Export De-List Bid that cleared in the Forward Capacity Auction, and the 

megawatt amount of the External Transaction is less than or equal to the megawatt amount of the 

cleared Export Bid;   

 

(3)  The Resource, or portion thereof, without a Capacity Supply Obligation associated with 

the Export Bid or Administrative Export De-List Bid is located outside the import-constrained 

Reserve Zone;  

 

(4)  The External Transaction sale is submitted and cleared in the Day-Ahead Energy 

Market;  

 

(5)  A matching External Transaction has also been submitted into the Real-Time Energy 

Market by the end of the Re-Offer Period for Self-Scheduled External Transactions, and, in 

accordance with Section III.1.10.7(a), by the offer submission deadline for the Day-Ahead 

Energy Market for priced External Transactions.  

 

(iii)  Same Reserve Zone Export Transactions:  

 

(1)  A Resource, or portion thereof, without a Capacity Supply Obligation is associated with 

the External Transaction sale, and the megawatt amount of the External Transaction is less than 

or equal to the portion of the Resource without a Capacity Supply Obligation;  

 

(2)  The External Node of the External Transaction sale is connected only to the same 

Reserve Zone in which the associated Resource, or portion thereof, without a Capacity Supply 

Obligation is located;  

 



(3) The Resource, or portion thereof, without a Capacity Supply Obligation is Self-Scheduled in 

the Real-Time Energy Market and online at a megawatt level greater than or equal to the External 

Transaction sale’s megawatt amount;  

 

(4)  Neither the External Transaction sale nor the portion of the Resource without a Capacity 

Supply Obligation is required to offer into the Day-Ahead Energy Market.  

 

(iv)  Unconstrained Export Transactions:  

 

(1)  A Resource, or portion thereof, without a Capacity Supply Obligation is associated with 

the External Transaction sale, and the  megawatt amount of the External Transaction is less than 

or equal to the portion of the Resource without a Capacity Supply Obligation;  

 

(2)  The External Node of the External Transaction sale is not connected only to an import-

constrained Reserve Zone;  

 

(3)  The Resource, or portion thereof, without a Capacity Supply Obligation is not separated 

from the External Node by a transmission interface constraint as determined in Sections 

III.12.2.1(b) and III.12.2.2(b) of Market Rule 1 that was binding in the Forward Capacity Auction 

in the direction of the export;  

 

(4)  The Resource, or portion thereof, without a Capacity Supply Obligation is Self-

Scheduled in the Real-Time Energy Market and online at a megawatt level greater than or equal 

to the External Transaction sale’s megawatt amount;  

 

(5)  Neither the External Transaction sale, nor the portion of the Resource without a Capacity 

Supply Obligation is required to offer into the Day-Ahead Energy Market.  

 

(g) Treatment of External Transaction sales in ISO commitment for local second contingency 

protection.   

 

(i)  Capacity Export Through Import Constrained Zone Transactions and FCA Cleared 

Export Transactions:  The transaction’s export demand that clears in the Day-Ahead Energy 

Market will be explicitly considered as load in the exporting Reserve Zone by the ISO when 



committing Resources to provide local second contingency protection for the associated 

Operating Day.  

 

(ii)  The export demand of External Transaction sales not meeting the criteria in (i) above is 

not considered by the ISO when planning and committing Resources to provide local second 

contingency protection, and is assumed to be zero.  

 

(iii)  Same Reserve Zone Export Transactions and Unconstrained Export Transactions: If a 

Resource, or portion thereof, without a Capacity Supply Obligation is committed to be online 

during the Operating Day either through clearing in the Day-Ahead Energy Market or through 

Self-Scheduling subsequent to the Day-Ahead Energy Market and a Same Reserve Zone Export 

Transaction or Unconstrained Export Transaction is submitted before the end of the Re-Offer 

Period designating that Resource as supporting the transaction, the ISO will not utilize the portion 

of the Resource without a Capacity Supply Obligation supporting the export transaction to meet 

local second contingency protection requirements.  The eligibility of Resources not meeting the 

foregoing criteria to be used to meet local second contingency protection requirements shall be in 

accordance with the relevant provisions of the ISO New England System Rules.   

 

(h) Allocation of costs to Capacity Export Through Import Constrained Zone Transactions and FCA 

Cleared Export Transactions: Market Participants with Capacity Export Through Import Constrained 

Zone Transactions and FCA Cleared Export Transactions shall incur a proportional share of the charges 

described below, which are allocated to Market Participants based on Day-Ahead Load Obligation or 

Real-Time Load Obligation.  The share shall be determined by including the Day-Ahead Load Obligation 

or Real-Time Load Obligation associated with the External Transaction, as applicable, in the total Day-

Ahead Load Obligation or Real-Time Load Obligation for the appropriate Reliability Region, Reserve 

Zone, or Load Zone used in each cost allocation calculation:  

 

(i)  NCPC for Local Second Contingency Protection Resources allocated within the 

exporting Reliability Region, pursuant to Section III.F.3.2.16.  

 

(ii)  Forward Reserve Market charges allocated within the exporting Load Zone, pursuant to 

Section III.9.9.  

 



(iii)  Real-Time Reserve Charges allocated within the exporting Load Zone, pursuant to 

Section III.10.3.  

 

(i)  When action is taken by the ISO to reduce External Transaction sales due to a system wide 

capacity deficient condition or the forecast of such a condition, and an External Transaction sale 

designates a Resource, or portion of a Resource, without a Capacity Supply Obligation, to support the 

transaction, the ISO will review the status of the designated Resource. If the designated Resource is Self-

Scheduled and online at a megawatt level greater than or equal to the External Transaction sale, that 

External Transaction sale will not be reduced until such time as Regional Network Load within the New 

England Control Area is also being reduced.  When reductions to such transactions are required, the 

affected transactions shall be reduced pro-rata.  

 

(j)  Market Participants shall submit External Transactions as megawatt blocks with intervals of one  

hour at the relevant External Node. External Transactions will be scheduled in the Day-Ahead Energy 

Market as megawatt blocks for hourly durations. The ISO may dispatch External Transactions in the 

Real-Time Energy Market as megawatt blocks for periods of less than one hour, to the extent allowed 

pursuant to inter-Control Area operating protocols.  

 

III.1.10.8   ISO Responsibilities.  

(a) The ISO shall use its best efforts to determine (i) the least-cost means of satisfying hourly 

purchase requests for energy, the projected hourly requirements for Operating Reserve, Replacement 

Reserve and other ancillary services of the Market Participants, including the reliability requirements of 

the New England Control Area, of the Day-Ahead Energy Market, and (ii) the least-cost means of 

satisfying the Operating Reserve, Replacement Reserve and other ancillary service requirements for any 

portion of the load forecast of the ISO for the Operating Day in excess of that scheduled in the Day-

Ahead Energy Market.  In making these determinations, the ISO shall take into account:  (i) the ISO’s 

forecasts of New England Markets and New England Control Area energy requirements, giving due 

consideration to the energy requirement forecasts and purchase requests submitted by Market Participants 

for the Day-Ahead Energy Market; (ii) the offers and bids submitted by Market Participants; (iii) the 

availability of Limited Energy Resources; (iv) the capacity, location, and other relevant characteristics of 

Self-Scheduled Resources; (v) the requirements of the New England Control Area for Operating Reserve 

and Replacement Reserve, as specified in the ISO New England Manuals and ISO New England 

Administrative Procedures; (vi) the requirements of the New England Control Area for Regulation and 

other ancillary services, as specified in the ISO New England Manuals and ISO New England 



Administrative Procedures; (vii) the benefits of avoiding or minimizing transmission constraint control 

operations, as specified in the ISO New England Manuals and ISO New England Administrative 

Procedures; and (viii) such other factors as the ISO reasonably concludes are relevant to the foregoing 

determination. The ISO shall develop a Day-Ahead Energy schedule based on the applicable portions of 

the foregoing determination, and shall determine the Day-Ahead Prices resulting from such schedule.  

 

(b)  Not later than 1:30 p.m. of the day before each Operating Day, or such earlier deadline as may be 

specified by the ISO in the ISO New England Manuals and ISO New England Administrative Procedures 

or such later deadline as necessary to account for software failures or other events, the ISO shall: (i) post 

the aggregate Day-Ahead Energy schedule; (ii) post the Day-Ahead Prices; and (iii) inform the Market 

Participants of their scheduled injections and withdrawals. In the event of an Emergency, the ISO will 

notify Market Participants as soon as practicable if the Day-Ahead Energy Market can not be operated.  

 

(c)  Following posting of the information specified in Section III.1.10.8(b), the ISO shall revise its 

schedule of Resources to reflect updated projections of load, conditions affecting electric system 

operations in the New England Control Area, the availability of and constraints on limited energy and 

other Resources, transmission constraints, and other relevant factors.  

 

(d)  Market Participants shall pay and be paid for the quantities of energy scheduled in the Day-Ahead 

Energy Market at the Day-Ahead Prices.  

 

III.1.10.9   Hourly Scheduling.  

(a)  Following the initial posting by the ISO of the Locational Marginal Prices resulting from the 

Day-Ahead Energy Market, and subject to the right of the ISO to schedule and dispatch Pool-Scheduled 

Resources and to direct that schedules be changed in an Emergency, a Resource Re-Offer Period shall 

exist from the time of the posting specified in Section III.1.10.8(b) until 2:00 p.m. on the day before each 

Operating Day or such other Re-Offer Period as necessary to account for software failures or other events. 

During the Re-Offer Period, Market Participants may submit revisions to generation Supply Offers and 

revisions to Demand Bids for any Dispatchable Asset Related Demand Resource. Resources scheduled 

subsequent to the closing of the Re-Offer Period shall be settled at the applicable Real-Time Prices, and 

shall not affect the obligation to pay or receive payment for the quantities of energy scheduled in the Day-

Ahead Energy Market at the applicable Day-Ahead Prices.  

 



(b)  A Market Participant may adjust the schedule of a Resource under its dispatch control on an hour-

to-hour basis beginning at 10:00 p.m. of the day before each Operating Day, provided that the ISO is 

notified not later than 20 minutes prior to the hour, as follows:  

 

(i)  A Market Participant may Self-Schedule any of its Resources consistent with the ISO 

New England Manuals and ISO New England Administrative Procedures;  

 

(ii)  [Reserved]; or  

(iii)  [Reserved]; or  

 

(iv)  A Market Participant may remove from service a Resource increment previously 

designated as Self-Scheduled consistent with the ISO New England Manuals and ISO New 

England Administrative Procedures.  

 

(c)  During the Re-Offer Period, Market Participants may submit revisions to priced External 

Transactions. External Transactions scheduled subsequent to the closing of the Re-Offer Period shall be 

settled at the applicable Real-Time Prices, and shall not affect the obligation to pay or receive payment 

for the quantities of energy scheduled in the Day-Ahead Energy Market at the applicable Day-Ahead 

Prices. A submission during the Re-Offer Period for any portion of a transaction that was cleared in the 

Day-Ahead Energy Market is subject to the provisions in Section III.1.10.7. A Market Participant may at 

any time, consistent with the provisions in Manual 11, request to Self-Schedule an External Transaction 

and adjust the schedule on an hour-to-hour basis. The ISO must be notified of the request not later than 60 

minutes prior to the hour in which the adjustment is to take effect.  

 

(d)  [Reserved.]  

 

(e)  For each hour in the Operating Day, as soon as practicable after the deadlines specified in the 

foregoing subsection of this Section III.1.10, the ISO shall provide Market Participants and parties to 

External Transactions with any revisions to their schedules for the hour.  

 

III.1.11    Dispatch.  

The following procedures and principles shall govern the dispatch of the Resources available to the ISO.  

 

III.1.11.1   Resource Output.  



The ISO shall have the authority to direct any Market Participant to adjust the output of any Pool-

Scheduled Resource increment within the operating characteristics specified in the Market Participant’s 

Offer Data, Supply Offer or Demand Bid. The ISO may cancel its selection of, or otherwise release, Pool-

Scheduled Resources, subject to an obligation to pay any applicable Start-Up Fees, No-Load Fee, or 

Cancellation Fees. The ISO shall adjust the output of Pool-Scheduled Resource increments as necessary: 

(a) to maintain reliability, and subject to that constraint, to minimize the cost of supplying the energy, 

reserves, and other services required by the Market Participants and the operation of the New England 

Control Area; (b) to balance load and generation, maintain scheduled tie flows, and provide frequency 

support within the New England Control Area; and (c) to minimize unscheduled interchange that is not 

frequency related between the New England Control Area and other Control Areas.  

 

III.1.11.2   Operating Basis. 

In carrying out the foregoing objectives, the ISO shall conduct the operation of the New England Control 

Area and shall, in accordance with the ISO New England Manuals and ISO New England Administrative 

Procedures, (i) utilize available Operating Reserve and replace such Operating Reserve when utilized; and 

(ii) monitor the availability of adequate Operating Reserve.  

 

III.1.11.3   Pool-dispatched Resources.  

(a)  The ISO shall optimize the dispatch of energy from Limited Energy Resources by request to 

minimize the as-bid production cost for the New England Control Area. In implementing the use of 

Limited Energy Resources, the ISO shall use its best efforts to select the most economic hours of 

operation for Limited Energy Resources, in order to make optimal use of such Resources consistent with 

the dynamic load-following requirements of the New England Control Area and the availability of other 

Resources to the ISO.  

 

(b)  The ISO shall implement the dispatch of energy from Pool-Scheduled Resource increments and 

the designation of Real-Time Operating Reserve to Pool-Scheduled Resource increments, including the 

dispatchable increments from resources which are otherwise Self-Scheduled, by sending appropriate 

signals and instructions to the entity controlling such Resources, in accordance with the ISO New 

England Manuals and ISO New England Administrative Procedures.  Each Market Participant shall 

ensure that the entity controlling a Pool-Scheduled Resource offered or made available by that Market 

Participant complies with the energy dispatch signals and instructions transmitted by the ISO.  

 



(c)  The ISO shall have the authority to modify a Market Participant’s operational related Offer Data 

if the ISO observes that the Market Participant’s Resource is not operating in accordance with such Offer 

Data. The ISO shall modify such operational related Offer Data based on observed performance and such 

modified Offer Data shall remain in effect until either (i) the affected Market Participant requests a test to 

be performed, and coordinates the testing pursuant to the procedures specified in the ISO New England 

Manuals, and the results of the test justify a change to the Market Participant’s Offer Data or (ii) the ISO 

observes, through actual performance, that modification to the Market Participant’s Offer Data is 

justified. During each hour of any tests performed under Section III.1.11.3(c),(i), the Resources under test 

shall be considered Self-Scheduled Resources for the purposes of calculating NCPC Credits. Procedures 

related to the ISO’s modification of operational related Offer Data and Market Participant requests for 

testing shall be as defined in the ISO New England Manuals.  

 

(d)  Market Participants shall exert all reasonable efforts to operate, or ensure the operation of, their 

Resources in the New England Control Area as close to dispatched output levels as practical, consistent 

with Good Utility Practice.   

 

(e) Wind resources are treated as not economically dispatchable until the ISO is technically capable 

of determining and telemetering a Do Not Exceed Dispatch Point to the resource. 

 

(f) The ISO may request that dual-fueled generating Resources that normally burn natural gas 

voluntarily take all necessary steps (within the limitations imposed by the operating limitations of their 

installed equipment and their environmental and operating permits) to prepare to switch to secondary fuel 

in anticipation of natural gas supply shortages.  The ISO may request that Market Participants with dual-

fueled units that normally burn natural gas voluntarily switch to a secondary fuel in anticipation of natural 

gas supply shortages.  The ISO may communicate with Market Participants with dual-fueled units that 

normally burn natural gas to verify whether the Market Participants have switched or are planning to 

switch to an alternate fuel. 

 

(g) A Market Participant with a dual-fuel generating Resource must notify the ISO of its intention to 

either (i) swap to and operate on its secondary fuel, or (ii) decommit. If the ISO evaluates and rejects the 

decommitment request, the Market Participant will be permitted to decommit only for the period (if any) 

required to switch to its secondary fuel. Upon request by the ISO, the Market Participant shall provide 

documentation that the secondary fuel was used during the period of the scheduled “swap,” as described 

in Section III.A.3.2.  



 

If the Supply Offer at the start of the Operating Day reflects operation on the generating Resource’s 

primary fuel and the Resource swaps to the secondary fuel with the ISO’s approval, the ISO will use the 

secondary fuel’s Reference Level as the Supply Offer for the duration of the Operating Day, and all 

evaluations of bids and offers under Appendix A for market power mitigation shall utilize the secondary 

fuel type in the calculation of Reference Levels for the period of the Resource’s commitment on the 

secondary fuel. 

 

III.1.11.4   Emergency Condition. 

If the ISO anticipates or declares an Emergency Condition, all External Transaction sales out of the New 

England Control Area that are not backed by a Resource may be interrupted, in accordance with the ISO 

New England Manuals, in order to serve load and Operating Reserve in the New England Control Area.  

 

III.1.11.5   Regulation.  

(a)  A Market Participant may satisfy its Regulation obligation from its own Resources capable of 

performing Regulation service or by purchases from the ISO through the New England Markets at the 

rates set forth in Section III.3.2.2.  

 

(b)  The ISO shall obtain Regulation service from the least-cost alternatives available from either 

Pool-Scheduled Resources or Self-Scheduled Resources as needed to meet New England Control Area 

requirements not otherwise satisfied by the Market Participants. The ISO assigns Regulation to eligible 

generating units using the ISO Regulation assessment software. The Regulation assessment software 

calculates, at five minutes after the hour and on demand as needed, the optimal set of generating units 

required to meet the Regulation Requirement. The software first calculates a Regulation Rank Price, 

based on estimates of Time-on-Regulation Credits, Regulation Service Credits, estimated Regulation 

Opportunity Costs, Regulation Capability and other factors, as specified below, that consider the impact 

of Regulation assignment on the Real-Time Energy Market. An interim clearing price is then calculated 

and the Regulation Rank Prices are updated using this interim clearing price to recognize that actual 

payments for Regulation are based upon the Regulation Clearing Price and not the Regulation offer price. 

The software continues to iterate in this manner until convergence is reached, resulting in an optimal 

selection of generating units for Regulation assignment. The ISO utilizes the output from this software 

when evaluating the set of generating units for Regulation assignment. In the event that one or more 

generating units to be selected have equal Regulation Rank Prices, the ISO shall select the generating unit 



for Regulation assignment with the largest Regulation Capability. Details of the process and calculations 

are described below.  

 

(1)  At the start of each operating hour, the ISO calculates an initial Regulation Rank Price for 

each eligible unit offering to provide Regulation using the ISO’s Regulation assignment software. 

The initial Regulation Rank Price for each unit is equal to the sum of the following calculations 

divided by that unit’s Regulation Capability:  

 

(a)  Time-on-Regulation Credit estimate calculated as the product of the Regulation 

Capability times the Regulation offer price;  

 

(b)  Regulation Service Credit estimate is set equal to the Time-on-Regulation Credit 

estimate to meet the 50/50 revenue mix objective as determined by the ISO in accordance with 

procedures specified in the ISO New England Manuals and ISO New England Administrative 

Procedures;  

 

(c)  Regulation Opportunity Cost estimate calculated as the product of the opportunity cost 

MW times the opportunity cost price differential where:  

 

(i)  Opportunity cost MW is calculated as the absolute value of the difference between the 

highest output level corresponding to the most recent Real-Time nodal LMP of the unit when 

constrained by Economic Max and Economic Min, and EstRegGen.  

 

(ii)  EstRegGen is the highest output level corresponding to the most recent Real-Time nodal 

LMP of the unit when constrained by RSETHI and RSETLO. RSETHI is equal to the Regulation 

High Limit – Regulation Capability. RSETLO is equal to the Regulation Low Limit + Regulation 

Capability.  

 

(iii)  To more accurately estimate the actual Regulation Opportunity Cost, EstRegGen is 

further constrained as follows to account for units with large regulating ranges and slow response 

rates: if actual generation is less than EstRegGen and EstRegGen is greater than RSETLO, then 

EstRegGen is constrained up by the greater of (actual output + (SlowWideTime * Automatic 

Response Rate)) and RSETLO; if actual generation is greater than EstRegGen and EstRegGen is 

less than RSETHI, then EstRegGen is constrained down by the lesser of (actual output – 



(SlowWideTime * Automatic Response Rate)) and RSETHI. The SlowWideTime is determined 

by the ISO based upon empirical studies. The initial SlowWideTime value, and subsequent 

updates, shall be posted on the ISO’s website.  

 

(iv)  Opportunity cost price differential is calculated as the absolute value of the difference 

between the average offer price of the opportunity MW and the Real-Time nodal LMP of the unit.  

 

(d)  Lookahead penalty estimate. The lookahead calculation assigns a cost penalty to units in 

the selection process if there is a change in energy offer prices near EstRegGen. It is calculated as 

0.17 multiplied by the greater of:  

 

(i)  the unit’s energy offer price at a higher output level (LookupRegGen as defined below) 

minus its energy offer price at EstRegGen, multiplied by (LookupRegGen – EstRegGen); 

and  

 

(ii)  the unit’s energy offer price at EstRegGen minus its energy offer price at a lower output 

level (LookdownRegGen as defined below), multiplied by (EstRegGen -LookdownRegGen),  

where,  

 

LookupRegGen = (EstRegGen + (LookAheadMinutesUp * Automatic Response Rate)) as 

bounded by Regulation High Limit; and LookdownRegGen = (EstRegGen – 

(LookAheadMinutesDown * Automatic Response Rate) as bounded by Regulation Low Limit),  

And where the initial values of LookAheadMinutesUp and LookAheadMinutesDown, and 

subsequent updates, will be posted on the ISO’s website.  

 

(e)  A tiebreaker adder is calculated for both pool-scheduled and Self-Scheduled Regulation 

units. The tiebreaker adder is equal to a tiebreaker multiplier (.000001) times the difference 

between a tiebreaker megawatt reference value (500 MW) and the Regulation Capability of the 

unit.  

 

For Self-Scheduled Regulation, all values calculated under this Section III.1.11.5(b)(1) are set 

equal to zero except for the tiebreaker adder.  

 



(2)  The ISO’s Regulation assignment software creates an initial merit order stack of eligible 

Regulation Capability by sorting the generating units by the initial Regulation Rank Prices 

calculated under Section III.1.11.5 (b)(1) in ascending order. Generating units are then selected in 

rank order until the Regulation Requirement is met. An initial clearing price is then calculated 

based upon the highest Regulation offer price associated with the initial set of generating units 

selected to meet the Regulation Requirement. Updated Regulation Rank Prices are then 

recalculated for generating units with Regulation offer prices that are less than the initial clearing 

price by substituting the initial clearing price for the generating unit’s Regulation offer price, 

recalculating the Time-On-Regulation Credit and the Regulation Service Credit estimates; adding 

the originally calculated values under Sections III.1.11.5(b)(1)(c), (d) and (e) to these recalculated 

values and dividing this total by the unit’s Regulation Capability. These updated Regulation Rank 

Prices are utilized along with the initial Regulation offer prices adjusted to include opportunity 

costs that are greater than or equal to the initial clearing price to create an updated generating unit 

list sorted by ascending Regulation Rank Prices. An updated clearing price is then calculated and 

the software continues to iterate in this manner until convergence is reached producing an optimal 

generating unit rank order list for use in assigning Regulation.  

 

(3)  Shortly after the start of an hour and during the hour as needed, the ISO updates the 

generating unit rank order list using the ISO’s Regulation assignment software based on any 

changes to Regulation Capability eligibility and other current information, including any changes 

to Self-Schedule Regulation. The ISO uses this updated Regulation rank order list to assign 

Regulation for the upcoming hour and to make changes to Regulation assignments within the 

hour.  

 

(c)  The ISO shall dispatch Resources for Regulation by sending Regulation signals and instructions 

to Resources from which Market Participants, in accordance with the ISO New England Manuals and ISO 

New England Administrative Procedures, have offered Regulation service. Market Participants shall 

comply with Regulation dispatch signals and instructions transmitted by the ISO and, in the event of 

conflict, Regulation dispatch signals and instructions shall take precedence over energy dispatch signals 

and instructions. Market Participants shall exert all reasonable efforts to operate, or ensure the operation 

of, their Resources supplying load in the New England Control Area as close to desired output levels as 

practical, consistent with Good Utility Practice.  

 

III.1.11.6   [Reserved]  



 

III.1.12   Dynamic Scheduling.  

Dynamic scheduling can be requested and may be implemented in accordance with the following 

procedures:  

 

(a)  An entity that owns or controls a generating Resource in the New England Control Area may 

electrically remove all or part of the generating Resource’s output from the New England Control Area 

through dynamic scheduling of the output to load outside the New England Control Area. Such output 

shall not be available for economic dispatch by the ISO.  

 

(b)  An entity that owns or controls a generating Resource outside of the New England Control Area 

may electrically include all or part of the generating Resource’s output into the New England Control 

Area through dynamic scheduling of the output to load inside the New England Control Area. Such 

output shall be available for economic dispatch by the ISO.  

 

(c)  An entity requesting dynamic scheduling shall be responsible for arranging for the provision of 

signal processing and communication from the generating unit and other participating Control Area and 

complying with any other procedures established by the ISO regarding dynamic scheduling as set forth in 

the ISO New England Manuals. Allocation of costs associated with dynamic scheduling shall be 

determined and filed with the Commission following the first request.  

 

(d)  An entity requesting dynamic scheduling shall be responsible for reserving amounts of 

appropriate transmission service necessary to deliver the range of the dynamic transfer and any ancillary 

services.  
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MARKET MONITORING, REPORTING AND MARKET POWER MITIGATION 

 

III.A.1    Introduction and Purpose; Structure and Oversight:  Independence. 

 

III.A.1.1.  Mission Statement. 

The mission of the Internal Market Monitor and External Market Monitor shall be (1) to protect both 

consumers and Market Participants by the identification and reporting of market design flaws and market 

power abuses;  (2) to evaluate existing and proposed market rules, tariff provisions and market design 

elements to remove or prevent market design flaws and recommend proposed rule and tariff changes to 

the ISO;  (3) to review and report on the performance of the New England Markets; (4) to identify and 

notify the Commission of instances in which a Market Participant’s behavior, or that of the ISO, may 

require investigation; and (5) to carry out the mitigation functions set forth in this Appendix A.  

 

III.A.1.2.  Structure and Oversight. 

The market monitoring and mitigation functions contained in this Appendix A shall be performed by the 

Internal Market Monitor, which shall report to the ISO Board of Directors and, for administrative 

purposes only, to the ISO Chief Executive Officer, and by an External Market Monitor selected by and 

reporting to the ISO Board of Directors.  Members of the ISO Board of Directors who also perform 

management functions for the ISO shall be excluded from oversight and governance of the Internal 

Market Monitor and External Market Monitor.  The ISO shall enter into a contract with the External 

Market Monitor addressing the roles and responsibilities of the External Market Monitor as detailed in 

this Appendix A.  The ISO shall file its contract with the External Market Monitor with the Commission.  

In order to facilitate the performance of the External Market Monitor’s functions, the External Market 

Monitor shall have, and the ISO’s contract with the External Market Monitor shall provide for, access by 

the External Market Monitor to ISO data and personnel, including ISO management responsible for 

market monitoring, operations and billing and settlement functions.  Any proposed termination of the 

contract with the External Market Monitor or modification of, or other limitation on, the External Market 

Monitor’s scope of work shall be subject to prior Commission approval. 

 

III.A.1.3. Data Access and Information Sharing.   

The ISO shall provide the Internal Market Monitor and External Market Monitor with access to all market 

data, resources and personnel sufficient to enable the Internal Market Monitor and External Market 

 



 

Monitor to perform the market monitoring and mitigation functions provided for in this Appendix A.  

This access shall include access to any confidential market information that the ISO receives from another 

independent system operator or regional transmission organization subject to the Commission’s 

jurisdiction, or its market monitor, as part of an investigation to determine (a) if a Market Violation is 

occurring or has occurred, (b) if market power is being or has been exercised, or (c) if a market design 

flaw exists.  In addition, the Internal Market Monitor and External Market Monitor shall have full access 

to the ISO’s electronically generated information and databases and shall have exclusive control over any 

data created by the Internal Market Monitor or External Market Monitor.  The Internal Market Monitor 

and External Market Monitor may share any data created by it with the ISO, which shall maintain the 

confidentiality of such data in accordance with the terms of the ISO New England Information Policy. 

 

III.A.1.4.  Interpretation.  

In the event that any provision of any ISO New England Filed Document is inconsistent with the 

provisions of this Appendix A, the provisions of Appendix A shall control.  Notwithstanding the 

foregoing, Sections III.A.1.2, III.A.2.2 (a)-(c), (e)-(h), Section III.A.2.3 (a)-(g), (i), (n) and Section III. 

A.17.3 are also part of the Participants Agreement and cannot be modified in either Appendix A or the 

Participants Agreement without a corresponding modification at the same time to the same language in 

the other document. 

 

III.A.1.5.  Definitions.  

Capitalized terms not defined in this Appendix A are defined in the definitions section of Section I of the 

Tariff.   

 

III.A.2.  Functions of the Market Monitor. 

 

III.A.2.1.  Core Functions of the Internal Market Monitor and External Market Monitor. 

The Internal Market Monitor and External Market Monitor will perform the following core functions: 

 

(a) Evaluate existing and proposed market rules, tariff provisions and market design elements, and 

recommend proposed rule and tariff changes to the ISO, the Commission, Market Participants, public 

utility commissioners of the six New England states, and to other interested entities, with the 

understanding that the Internal Market Monitor and External Market Monitor are not to effectuate any 

proposed market designs (except as specifically provided in Section III.A.2.4.4, Section III.A.9 and 

Section III.A.10 of this Appendix A).  In the event the Internal Market Monitor or External Market 

 



 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications and recommendations to the ISO and to the Commission, with an explanation of why 

broader dissemination should be avoided at that time. Nothing in this Section III.A.2.1 (a) shall 

prohibit or restrict the Internal Market Monitor and External Market Monitor from implementing 

Commission accepted rule and tariff provisions regarding market monitoring or mitigation functions 

that, according to the terms of the applicable rule or tariff language, are to be performed by the 

Internal Market Monitor or External Market Monitor. 

(b) Review and report on the performance of the New England Markets to the ISO, the Commission, 

Market Participants, the public utility commissioners of the six New England states, and to other 

interested entities. 

(c) Identify and notify the Commission’s Office of Enforcement of instances in which a Market 

Participant’s behavior, or that of the ISO, may require investigation, including suspected tariff 

violations, suspected violations of Commission-approved rules and regulations, suspected market 

manipulation, and inappropriate dispatch that creates substantial concerns regarding unnecessary 

market inefficiencies.  

 

III.A.2.2. Functions of the External Market Monitor.   

To accomplish the functions specified in Section III.A.2.1 of this Appendix A, the External Market 

Monitor shall perform the following functions: 

 

(a) Review the competitiveness of the New England Markets, the impact that the market rules and/or 

changes to the market rules will have on the New England Markets and the impact that the ISO’s 

actions have had on the New England Markets.  In the event that the External Market Monitor 

uncovers problems with the New England Markets, the External Market Monitor shall promptly 

inform the Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board 

of Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the External Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

 



 

(b) Perform independent evaluations and prepare annual and ad hoc reports on the overall 

competitiveness and efficiency of the New England Markets or particular aspects of the New England 

Markets, including the adequacy of this Appendix A, in accordance with the provisions of Section 

III.A.17 of this Appendix A. 

(c) Conduct evaluations and prepare reports on its own initiative or at the request of others. 

(d)  Monitor and review the quality and appropriateness of the mitigation conducted by the Internal 

Market Monitor.  In the event that the External Market Monitor discovers problems with the quality 

or appropriateness of such mitigation, the External Market Monitor shall promptly inform the 

Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board of 

Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and/or 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the External Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

(e)   Prepare recommendations to the ISO Board of Directors and the Market Participants on how to 

improve the overall competitiveness and efficiency of the New England Markets or particular aspects 

of the New England Markets, including improvements to this Appendix A. 

(f)   Recommend actions to the ISO Board of Directors and the Market Participants to increase liquidity 

and efficient trade between regions and improve the efficiency of the New England Markets. 

(g)  Review the ISO’s filings with the Commission from the standpoint of the effects of any such filing on 

the competitiveness and efficiency of the New England Markets.  The External Market Monitor will 

have the opportunity to comment on any filings under development by the ISO and may file 

comments with the Commission when the filings are made by the ISO.  The subject of any such 

comments will be the External Market Monitor’s assessment of the effects of any proposed filing on 

the competitiveness and efficiency of the New England Markets, or the effectiveness of this Appendix 

A, as appropriate. 

(h)  Provide information to be directly included in the monthly market updates that are provided at the 

meetings of the Market Participants. 

 

III.A.2.3.  Functions of the Internal Market Monitor.  

 



 

To accomplish the functions specified in Section III.A.2.1 of this Appendix A, the Internal Market 

Monitor shall perform the following functions: 

 

(a) Maintain Appendix A and consider whether Appendix A requires amendment.  Any amendments 

deemed to be necessary by the Internal Market Monitor shall be undertaken after consultation with 

Market Participants in accordance with Section 11 of the Participants Agreement. 

(b) Perform the day-to-day, real-time review of market behavior in accordance with the provisions of this 

Appendix A. 

(c) Consult with the External Market Monitor, as needed, with respect to implementing and applying the 

provisions of this Appendix A. 

(d) Identify and notify the Commission’s Office of Enforcement staff of instances in which a Market 

Participant’s behavior, or that of the ISO, may require investigation, including suspected Tariff 

violations, suspected violations of Commission-approved rules and regulations, suspected market 

manipulation, and inappropriate dispatch that creates substantial concerns regarding unnecessary 

market inefficiencies, in accordance with the procedures outlined in Section III.A.19 of this Appendix 

A. 

(e) Review the competitiveness of the New England Markets, the impact that the market rules and/or 

changes to the market rules will have on the New England Markets and the impact that ISO’s actions 

have had on the New England Markets.  In the event that the Internal Market Monitor uncovers 

problems with the New England Markets, the Internal Market Monitor shall promptly inform the 

Commission, the Commission’s Office of Energy Market Regulation staff, the ISO Board of 

Directors, the public utility commissions for each of the six New England states, and the Market 

Participants of its findings in accordance with the procedures outlined in Sections III.A.19 and 

III.A.20 of this Appendix A, provided that in the case of Market Participants and the public utility 

commissions, information in such findings shall be redacted as necessary to comply with the ISO 

New England Information Policy.  Notwithstanding the foregoing, in the event the Internal Market 

Monitor believes broader dissemination could lead to exploitation, it shall limit distribution of its 

identifications to the ISO and to the Commission, with an explanation of why broader dissemination 

should be avoided at that time. 

 (f) Provide support and information to the ISO Board of Directors and the External Market Monitor 

consistent with the Internal Market Monitor’s functions. 

(g) Prepare an annual state of the market report on market trends and the performance of the New 

England Markets, as well as less extensive quarterly reports, in accordance with the provisions of 

Section III.A.17 of this Appendix A. 

 



 

(h) Make one or more of the Internal Market Monitor staff members available for regular conference 

calls, which may be attended, telephonically or in person, by Commission and state commission staff, 

by representatives of the ISO, and by Market Participants.  The information to be provided in the 

Internal Market Monitor conference calls is generally to consist of a review of market data and 

analyses of the type regularly gathered and prepared by the Internal Market Monitor in the course of 

its business, subject to appropriate confidentiality restrictions.  This function may be performed 

through making a staff member of the Internal Market Monitor available for the monthly meetings of 

the Market Participants and inviting Commission staff and the staff of state public utility 

commissions to those monthly meetings. 

(i) Be primarily responsible for interaction with external Control Areas, the Commission, other 

regulators and Market Participants with respect to the matters addressed in this Appendix A. 

(j) Monitor for conduct whether by a single Market Participant or by multiple Market Participants acting 

in concert, including actions involving more than one Resource, that may cause a material effect on 

prices or other payments in the New England Markets if exercised from a position of market power, 

and impose appropriate mitigation measures if such conduct is detected and the other applicable 

conditions for the imposition of mitigation measures as set forth in this Appendix A are met. The 

categories of conduct for which the Internal Market Monitor shall perform monitoring for potential 

mitigation are: 

 

(i) Economic withholding, that is, submitting a Supply Offer for a Resource that is 

unjustifiably high and violates the economic withholding criteria set forth in Section 

III.A.5 so that (i) the Resource is not or will not be dispatched or scheduled, or (ii) the bid 

or offer will set an unjustifiably high market clearing price. 

(ii) Uneconomic production from a Resource, that is, increasing the output of a Resource to 

levels that would otherwise be uneconomic, absent an order of the ISO, in order to cause, 

and obtain benefits from, a transmission constraint. 

(iii) Anti-competitive Increment Offers and Decrement Bids, which are bidding practices 

relating to Increment Offers and Decrement Bids that cause Day-Ahead LMPs not to 

achieve the degree of convergence with Real-Time LMPs that would be expected in a 

workably competitive market, more fully addressed in Section III.A.11 of this Appendix 

A. 

(iv) Anti-competitive Demand Bids, which are addressed in Section III.A.10 of this Appendix 

A. 

 



 

(v) Other categories of conduct that have material effects on prices or NCPC payments in the 

New England Markets.  The Internal Market Monitor, in consultation with the External 

Market Monitor, shall; (i) seek to amend Appendix A as may be appropriate to include 

any such conduct that would substantially distort or impair the competitiveness of any of 

the New England Markets; and (ii) seek such other authorization to mitigate the effects of 

such conduct from the Commission as may be appropriate.  

 

(k) Perform such additional monitoring as the Internal Market Monitor deems necessary, including 

without limitation, monitoring for: 

 

(i) Anti-competitive gaming of Resources; 

(ii) Conduct and market outcomes that are inconsistent with competitive markets; 

(iii) Flaws in market design or software or in the implementation of rules by the ISO that 

create inefficient incentives or market outcomes; 

(iv) Actions in one market that affect price in another market; 

(v) Other aspects of market implementation that prevent competitive market results, the 

extent to which market rules, including this Appendix A, interfere with efficient market 

operation, both short-run and long-run; and 

(vi) Rules or conduct that creates barriers to entry into a market. 

 
The Internal Market Monitor will include significant results of such monitoring in its reports under 

Section III.A.17 of this Appendix A.  Monitoring under this Section III.A.2.3(k) cannot serve as a basis 

for mitigation under III.A.11 of this Appendix A.  If the Internal Market Monitor concludes as a result of 

its monitoring that additional specific monitoring thresholds or mitigation remedies are necessary, it may 

proceed under Section III.A.20. 

 

(l) Propose to the ISO and Market Participants appropriate mitigation measures or market rule changes 

for conduct that departs significantly from the conduct that would be expected under competitive 

market conditions but does not rise to the thresholds specified in Sections III.A.5, III.A.10, or 

III.A.11.  In considering whether to recommend such changes, the Internal Market Monitor shall 

evaluate whether the conduct has a significant effect on market prices or NCPC payments as specified 

below.  The Internal Market Monitor will not recommend changes if it determines, from information 

provided by Market Participants (or parties that would be subject to mitigation) or from other 

 



 

information available to the Internal Market Monitor, that the conduct and associated price or NCPC 

payments under investigation are attributable to legitimate competitive market forces or incentives. 

(m) Evaluate physical withholding of Supply Offers in accordance with Section III.A.4 below for referral 

to the Commission in accordance with Appendix B of this Market Rule l. 

(n) If and when established, participate in a committee of regional market monitors to review issues 

associated with interregional transactions, including any barriers to efficient trade and competition. 

 

III.A.2.4.  Overview of the Internal Market Monitor’s Mitigation Functions. 

 

III.A.2.4.1. Purpose. 

The mitigation measures set forth in this Appendix A for mitigation of market power are intended 

to provide the means for the Internal Market Monitor to mitigate the market effects of any actions 

or transactions that are without a legitimate business purpose and that are intended to or 

foreseeably could manipulate market prices, market conditions, or market rules for electric energy 

or electricity products.  Actions or transactions undertaken by a Market Participant that are 

explicitly contemplated in Market Rule l (such as virtual supply or load bidding) or taken at the 

direction of the ISO are not in violation of this Appendix A.  These mitigation measures are 

intended to minimize interference with open and competitive markets, and thus to permit to the 

maximum extent practicable, price levels to be determined by competitive forces under the 

prevailing market conditions.  To that end, the mitigation measures authorize the mitigation of 

only specific conduct that exceeds well-defined thresholds specified below.  When implemented, 

mitigation measures affecting the LMP or clearing prices in other markets will be applied ex ante.  

Nothing in this Appendix A, including the application of a mitigation measure, shall be deemed to 

be a limitation of the ISO’s authority to evaluate Market Participant behavior for potential 

sanctions under Appendix B of this Market Rule 1. 

 

III.A.2.4.2.  Conditions for the Imposition of Mitigation. 

(a) Imposing Mitigation.  To achieve the foregoing purpose and objectives, mitigation 

 measures are imposed pursuant to  Sections III.A.5, III.A.10, and III.A.11. below: 

(b) Notwithstanding the foregoing or any other provision of this Appendix A, and as more 

fully described in Section III.B.3.2.6 of Appendix B to this Market Rule 1, certain 

economic decisions shall not be deemed a form of withholding or otherwise inconsistent 

with competitive conduct. 

 

 



 

III.A.2.4.3   Applicability.   

Mitigation measures may be applied to Supply Offers, Increment Offers, Demand Bids, and 

Decrement Bids, as well as to the scheduling or operation of a generation unit or transmission 

facility. 

 

III.A.2.4.4   Mitigation Not Provided for Under This Appendix A. 

The Internal Market Monitor shall monitor the New England Markets for conduct that it 

determines constitutes an abuse of market power but does not trigger the thresholds specified 

below for the imposition of mitigation measures by the Internal Market Monitor.  If the Internal 

Market Monitor identifies any such conduct, and in particular conduct exceeding the thresholds 

specified in this Appendix A, it may make a filing under §205 of the Federal Power Act (“§205”) 

with the Commission requesting authorization to apply appropriate mitigation measures.  Any 

such filing shall identify the particular conduct the Internal Market Monitor believes warrants 

mitigation, shall propose a specific mitigation measure for the conduct, and shall set forth the 

Internal Market Monitor’s justification for imposing that mitigation measure. 

 

III.A.2.4.5   Duration of Mitigation. 

Any mitigation measure imposed on a specific Market Participant, as specified below, shall 

expire not later than six months after the occurrence of the conduct giving rise to the measure, or 

at such earlier time as may be specified by the Internal Market Monitor or as otherwise provided 

in this Appendix A or in Appendix B to this Market Rule 1.  

 

III.A.3.   Consultation Prior to Determination of Reference Levels for Physical and Financial 

Parameters of Resources. 

Upon request of a Market Participant or at the initiative of the Internal Market Monitor, the Internal 

Market Monitor shall consult with a Market Participant with respect to the information and analysis used 

to determine Reference Levels under Section III.A.7 for that Market Participant.  In order for the Internal 

Market Monitor to revise Reference Levels or treat an offer as not violating applicable conduct tests 

specified in Section III.A.5.5 for an Operating Day for which the offer is submitted, all cost data and other 

information, other than automated index-based cost data received by the Internal Market Monitor from 

third party vendors, cost data and information calculated by the Internal Market Monitor, and cost data 

and information provided under the provisions of Section III.A.3.1 or Section III.A.3.2, must be 

submitted by a Market Participant, and all consultations must be completed, no later than 5:00 p.m. of the 

 



 

second business day prior to the Operating Day for which the Reference Level will be effective.  Market 

Participant requests to alter a Reference Level must be submitted to imm@iso-ne.com. 

 

III.A.3.1.  Consultation Prior to Offer. 

If an event occurs within the 24 hour period prior to the Operating Day that a Market Participant believes 

will cause the operating cost of a Resource to exceed the level that would violate one of the conduct tests 

specified in Section III.A.5 of this Appendix A, the Market Participant may contact the Internal Market 

Monitor to provide an explanation of increased cost.  In order for the information to be considered for the 

purposes of the Day-Ahead Energy Market, the Market Participant must contact the Internal Market 

Monitor no later than 30 minutes prior to the submission deadline for the Day-Ahead Energy Market.  In 

order for the information to be considered for purposes of the Real-Time Energy Market, the Market 

Participant must contact the Internal Market Monitor no later than 60 minutes after the posting of the 

Day-Ahead Energy Market results.  If the Internal Market Monitor determines that there is an increased 

cost, the Internal Market Monitor will either update the Reference Level or treat an offer as not violating 

applicable conduct tests specified in Section III.A.5.5 for the Operating Day for which the offer is 

submitted.   

 

III.A.3.2.   Dual Fuel Resources. 

In evaluating bids or offers under this Appendix A for dual fuel Resources, the Internal Market Monitor 

shall utilize the least cost fuel type in the calculation of cost-based Reference Levels, pursuant to Section 

III.A.7.5 below, unless a Market Participant notifies the Internal Market Monitor that the Resource will be 

operating on the higher cost fuel type. 

 

If a Market Participant provides such notification, the Internal Market Monitor will use the higher cost 

fuel type in the calculation of the cost-based Reference Levels for the resource.  If the ratio of the higher 

cost fuel to the lower cost fuel, as calculated in accordance with the formula specified below, is greater 

than 1.75, then the Market Participant must, Within within five business days of a request by the Internal 

Market Monitor, the Market Participant must: 

 

(a) provide the Internal Market Monitor with written verification as to the cause for the use of the 

higher cost fuel. 

 

(b) provide the Internal Market Monitor with evidence that the higher cost fuel was used. 

 

 



 

If the Market Participant fails to provide supporting information demonstrating the use of the higher-cost 

fuel within five business days of a request by the Internal Market Monitor, then the Reference Level 

based on the lower cost fuel will be used in place of the Supply Offer for settlement purposes.   

 

For purposes of this Section III.A.3.2, the ratio of the Resource’s higher cost fuel to the lower cost fuel is 

calculated as, for the two primary fuels utilized in the dispatch of the Resource, the maximum fuel index 

price for the Operating Day divided by the minimum fuel index price for the Operating Day, using the 

two fuel indices that are utilized in the calculation of the Resource’s Reference Levels for the Day-Ahead 

Energy Market for that Operating Day. 

 

III.A.3.3. Market Participant Access to its Reference Levels. 

The Internal Market Monitor will make available to the Market Participant the Reference Levels 

applicable to that Market Participant’s Supply Offers through the MUI.  The Reference Levels will be 

made available on a daily basis.  The Market Participant shall not modify such Reference Levels in the 

ISO’s or Internal Market Monitor’s systems. 

 

III.A.4.   Physical Withholding. 

 

III.A.4.1.  Identification of Conduct Inconsistent with Competition. 

This section defines thresholds used to identify possible instances of physical withholding.  This section 

does not limit the Internal Market Monitor’s ability to refer potential instances of physical withholding to 

the Commission.  

 

Generally, physical withholding involves not offering to sell or schedule the output of or services 

provided by a Resource capable of serving the New England Markets when it is economic to do so.  

Physical withholding may include, but is not limited to: 

 

(a) falsely declaring that a Resource has been forced out of service or otherwise become unavailable, 

(b) refusing to make a Supply Offer, or schedules for a Resource when it would be in the economic 

interest absent market power, of the withholding entity to do so, 

(c) operating a Resource in Real-Time to produce an output level that is less than the ISO Dispatch 

Rate, or  

(d) operating a transmission facility in a manner that is not economic, is not justified on the basis of 

legitimate safety or reliability concerns, and contributes to a binding transmission constraint. 

 



 

 

III.A.4.2.   Thresholds for Identifying Physical Withholding. 

 

III.A.4.2.1.  Initial Thresholds. 

Except as specified in subsection III.A.4.2.4 below, the following initial thresholds will be 

employed by the Internal Market Monitor to identify physical withholding of a Resource: 

 

(a) Withholding that exceeds the lower of 10% or 100 MW of a Resource’s capacity; 

(b) Withholding that exceeds in the aggregate the lower of 5% or 200 MW of a Market 

Participant’s total capacity for Market Participants with more than one Resource; or 

(c) Operating a Resource in Real-Time at an output level that is less than 90% of the ISO’s 

Dispatch Rate for the Resource. 

 

III.A.4.2.2.   Adjustment to Generating Capacity. 

The amounts of generating capacity considered withheld for purposes of applying the foregoing 

thresholds shall include unjustified deratings, that is, falsely declaring a Resource derated, and the 

portions of a Resource’s available output that are not offered. The amounts deemed withheld shall 

not include generating output that is subject to a forced outage or capacity that is out of service 

for maintenance in accordance with an ISO maintenance schedule, subject to verification by the 

Internal Market Monitor as may be appropriate that an outage was forced. 

 

III.A.4.2.3.   Withholding of Transmission. 

A transmission facility shall be deemed physically withheld if it is not operated in accordance 

with ISO instructions and such failure to conform to ISO instructions causes transmission 

congestion.  A transmission facility shall not be deemed withheld if it is subject to a forced outage 

or is out of service for maintenance in accordance with an ISO maintenance schedule, subject to 

verification by the Internal Market Monitor as may be appropriate that an outage was forced. 

 

III.A.4.2.4.   Resources in Congestion Areas. 

Minimum quantity thresholds shall not be applicable to the identification of physical withholding 

by a Resource in an area the ISO has determined is congested. 

 

III.A.4.3.  Hourly Market Impacts. 

 



 

Before evaluating possible instances of physical withholding for imposition of sanctions, the Internal 

Market Monitor shall investigate the reasons for the change in accordance with Section III.A.3. If the 

physical withholding in question is not explained to the satisfaction of the Internal Market Monitor, the 

Internal Market Monitor will determine whether the conduct in question causes a price impact in the New 

England Markets in excess of any of the thresholds specified in Section III.A.5, as appropriate. 

 

III.A.5.   Mitigation.  

 

III.A.5.1.  Resources with Capacity Supply Obligations. 

Only Supply Offers associated with Resources with Capacity Supply Obligations will be evaluated for 

economic withholding in the Day-Ahead Energy Market.  All Supply Offers will be evaluated for 

economic withholding in the Real-Time Energy Market. 

 

 III.A.5.1.1. Resources with Partial Capacity Supply Obligations. 

Supply Offers associated with Resources with a Capacity Supply Obligation for less than their 

full capacity shall be evaluated for economic withholding and mitigation as follows: 

 

(a) all Supply Offer parameters shall be reviewed for economic withholding; 

(b) the energy price Supply Offer parameter shall be reviewed for economic withholding up 

to and including the higher of:  (i) the block containing the Resource’s Economic 

Minimum Limit, or; (ii) the highest block that includes any portion of the Capacity 

Supply Obligation; 

(c) if a Resource with a partial Capacity Supply Obligation consists of multiple assets, the 

offer blocks associated with the Resource that shall be evaluated for mitigation shall be 

determined by using each asset’s Seasonal Claimed Capability value in proportion to the 

total of the Seasonal Claimed Capabilities for all of the assets that make up the Resource.  

The Lead Market Participant of a Resource with a partial Capacity Supply Obligation 

consisting of multiple assets may also propose to the Internal Market Monitor the offer 

blocks that shall be evaluated for mitigation based on an alternative allocation on a 

monthly basis.  The proposal must be made at least five business days prior to the start of 

the month.  A proposal shall be rejected by the Internal Market Monitor if the designation 

would be inconsistent with competitive behavior  

 

III.A.5.2.  Structural Tests.   

 



 

There are two structural tests that determine which mitigation thresholds are applied to a Supply Offer: 
 
(a) if a supplier is determined to be pivotal according to the pivotal supplier test, then the thresholds in 

Section III.A.5.5.1 “General Threshold Energy Mitigation” and Section III.A.5.5.3 “General 

Threshold Commitment Mitigation” apply, and; 

(b) if a Resource is determined to be in a constrained area according to the constrained area test, then the 

thresholds in Section III.A.5.5.2 “Constrained Area Threshold Energy Mitigation” and Section 

III.A.5.5.4 “Constrained Area Threshold Commitment Mitigation” apply. 

 

III.A.5.2.1.   Pivotal Supplier Test. 

The pivotal supplier test examines whether a Market Participant has aggregate energy Supply 

Offers (up to and including Economic Max) that exceed the supply margin.  A Market Participant 

whose aggregate energy associated with Supply Offers exceeds the supply margin is a pivotal 

supplier. 

 

The supply margin for an interval is the total energy Supply Offers from available Resources (up 

to and including Economic Max), less total system load (as adjusted for net interchange with 

other Control Areas, including Operating Reserve).  Resources are considered available for an 

interval if they can provide energy within the interval.  The applicable interval in the Day-Ahead 

Energy Market is any of the 24 hours for which pivotal supplier calculations are made.  The 

applicable interval for the current operating plan in the Real-Time Energy Market is any of the 

hours in the plan.  The applicable interval for UDS is the interval for which UDS issues 

instructions. 

 

The pivotal supplier test shall be run prior to the clearing of the Day-Ahead Energy Market, prior 

to each determination of a new operating plan for the Operating Day, and prior to each execution 

of the UDS. 

. 

 III.A.5.2.2.  Constrained Area Test. 

A Resource is considered to be within a constrained area if: 

 

(a) for purposes of the Real-Time Energy Market, the Resource is located on the import-

constrained side of a binding constraint and there is a sensitivity to the binding constraint 

such that the UDS used to relieve transmission constraints would commit or dispatch the 

Resource in order to relieve that binding transmission constraint, or; 

 



 

(b) for purposes of the Day-Ahead Energy Market, the LMP at the Resource’s Node exceeds 

the LMP at the Hub by more than $25/MWh. 

 

III.A.5.3.   Calculation of Impact Tests in the Day-Ahead Energy Market. 

The price impact for the purposes of Section III.A.5.5.1 “General Threshold Energy Mitigation” 

compares two LMPs at a Resource’s Node.  The first LMP is calculated based on the Supply Offers 

submitted for all Resources.  The second LMP is calculated through a simulation of the Day-Ahead 

Energy Market with the offer blocks associated with conduct violations of the pivotal supplier’s 

Resources set to their Reference Levels. 

 

A Supply Offer shall be determined to have no price impact for the purposes of Section III.A.5.5.1 

“General Threshold Energy Mitigation” if: 

 

(a) the first LMP at the Resource’s Node is less than the impact threshold, or; 

(b) the first LMP minus the Resource’s Reference Level for each offer block is less than the impact 

threshold. 

 

The price impact for the purposes of Section III.A.5.5.2 “Constrained Area Energy Mitigation” is equal to 

the difference between the LMP at the Resource’s Node and the LMP at the Hub. 

 

III.A.5.4.   Calculation of Impact Tests in the Real-Time Energy Market. 

The energy price impact test applied in the Real-Time Energy Market shall compare two LMPs at the 

Resource’s Node.  The first LMP will be calculated based on the Supply Offers submitted for all 

Resources.  If a Supply Offer has been mitigated in a prior interval, the calculation of the first LMP shall 

be based on the mitigated value.  The second LMP shall be calculated substituting Reference Levels for 

Supply Offers that have failed the applicable conduct test.  The difference between the two LMPs is the 

price impact of the conduct violation. 

 

A Supply Offer shall be determined to have no price impact if the offer block that violates the conduct 

test is: 

 

(a) less than the LMP calculated using the submitted Supply Offers, and less than the LMP calculated 

using Reference Levels for Supply Offers that have failed the conduct test, or; 

 



 

(b) greater than the LMP calculated using the submitted Supply Offers, and greater than the LMP 

calculated using Reference Levels for Supply Offers that have failed the conduct test, and the 

Resource has not been dispatched into the offer block that exceeds the LMP. 

 

III.A.5.5.    Mitigation by Type.  

 

III.A.5.5.1.  General Threshold Energy Mitigation. 

 
III.A.5.5.1.1. Applicability. 
 
Mitigation pursuant to this section shall be applied to all Supply Offers submitted by a Lead 

Market Participant that is determined to be a pivotal supplier. 

 

III.A.5.5.1.2. Conduct Test. 

A Supply Offer fails the conduct test for general threshold energy mitigation if any offer block 

price exceeds the Reference Level by an amount greater than 300% or $100/MWh, whichever is 

lower.  Offer block prices below $25/MWh are not subject to the conduct test. 

 

III.A.5.5.1.3. Impact Test. 

A Supply Offer that fails the conduct test for general threshold energy mitigation shall be 

evaluated against the impact test for general threshold energy mitigation.  A Supply Offer fails 

the impact test for general threshold energy mitigation if there is an increase in the LMP greater 

than 200% or $100/MWh, whichever is lower as determined by the day-ahead or real-time impact 

test.  

 

III.A.5.5.1.4. Consequence of Failing Both Conduct and Impact Test. 

If a Supply Offer fails the general threshold conduct and impact tests, then the financial 

parameters of the Supply Offer shall be set to their Reference Levels, including all energy offer 

block prices and all types of Start-Up Fees and the No-Load Fee. 

 

III.A.5.5.2. Constrained Area Energy Mitigation. 

 

III.A.5.5.2.1. Applicability. 

Mitigation pursuant to this section shall be applied to Supply Offers associated with a Resource 

determined to be within a constrained area. 

 



 

 

III.A.5.5.2.2. Conduct Test. 

A Supply Offer fails the conduct test for constrained area energy mitigation if any offer block 

price exceeds the Reference Level by an amount greater than 50% or $25/MWh, whichever is 

lower. 

 

III.A.5.5.2.3. Impact Test. 

A Supply Offer fails the impact test for constrained area energy mitigation if there is an increase 

greater than 50% or $25/MWh, whichever is lower, in the LMP as determined by the day-ahead 

or real-time impact test. 

 

III.A.5.5.2.4. Consequence of Failing Both Conduct and Impact Test. 

If a Supply Offer fails the constrained area conduct and impact tests, then the financial parameters 

of the Supply Offer shall be set to their Reference Levels, including all energy offer blocks and 

all types of Start-Up Fees and the No-Load Fee. 

 

III.A.5.5.3. General Threshold Commitment Mitigation. 

 

III.A.5.5.3.1. Applicability. 

Mitigation pursuant to this section shall be applied to any Resource whose Lead Market 

Participant is determined to be a pivotal supplier. 

 

III.A.5.5.3.2. Conduct Test. 

A Resource shall fail the conduct test for general threshold commitment mitigation if any Start-

Up Fee or No-Load Fee exceeds the Reference Level for that fee by 200% or more. 

 

III.A.5.5.3.3. Consequence of Failing Conduct Test. 

If a Resource fails the general threshold commitment conduct test, it shall be evaluated for 

commitment based on an offer with all financial parameters of its Supply Offer set to their 

Reference Levels, including all offer blocks and all types of Start-Up Fees and the No-Load Fee.  

If a Resource is committed, then all financial parameters of its Supply Offer are set to their 

Reference Levels. 

 

III.A.5.5.4. Constrained Area Commitment Mitigation. 

 



 

 

III.A.5.5.4.1. Applicability. 

Mitigation pursuant to this section shall be applied to any Resource determined to be within a 

constrained area in the Real-Time Energy Market. 

 

III.A.5.5.4.2. Conduct Test. 

A Resource shall fail the conduct test for constrained area commitment mitigation if any Start-Up 

Fee or the No-Load Fee is submitted with an increase greater than 25% above the Reference 

Level. 

 

III.A.5.5.4.3. Consequence of Failing Test. 

If a Supply Offer fails the constrained area commitment conduct test, it shall be evaluated for 

commitment based on an offer with all financial parameters set to their Reference Levels.  This 

includes all energy offer blocks and all types of Start-Up Fees and the No-Load Fee.  If a 

Resource is committed, then all financial parameters of its Supply Offer are set to their Reference 

Levels. 

 

III.A.5.5.5. Local Reliability Commitment Mitigation. 

 

III.A.5.5.5.1. Applicability. 

Mitigation pursuant to this section shall be applied to Supply Offers for Resources that are 

committed to provide, or Resources that are required to remain online to provide, one or more of 

the following: 

 

(a) local first contingency protection or local second contingency protections; 

(b) VAR or voltage support; or 

(c) Special Constraint Resource Service; or 

(c)(d) dual fuel resource auditing. 

 

III.A.5.5.5.2. Minimum Run Time Conduct Test. 

All financial parameters of Supply Offers will be evaluated using the following formula: 

(Low Load Cost Minimum Run Time at Offer – Low Load Cost Minimum Run Time at 

Reference Level) = < Commitment Cost Threshold  

 

 



 

 Where, 

 

Commitment Cost Threshold = 0.1 times Low Load Cost at Reference Level. 

 

Low Load Cost = the cost of operating the Resource at its Economic Minimum Limit calculated 

using the following formula: 

 

(Cold Start-Up Fee + (No Load Fee * Minimum Run Time) + (Price of Energy at Economic 

Minimum Limit * Economic Minimum Limit * Minimum Run Time)) 

 

Low Load Cost Minimum Run Time at Offer = Low Load Cost calculated with financial 

parameters of the Supply Offer. 

 

Low Load Cost Minimum Run Time at Reference Level = Low Load Cost calculated with the 

financial parameters of the Supply Offer set to Reference Levels. 

 

Price of Energy at Economic Minimum Limit = the price for energy at the Resource’s Economic 

Minimum Limit. 

 

For Low Load Cost Minimum Run Time at Offer, the price for energy is the energy price 

parameter from the Supply Offer.  For Low Load Cost Minimum Run Time at Reference Level, 

the Reference Level of the offer block at Economic Minimum Limit is used. 

 

If a Resource’s combined Minimum Run Time and Minimum Down Time exceed 24 hours, then 

the conduct test will use the greater of 24 hours or the Resource’s Minimum Run Time for the 

Minimum Run Time. 

 

If the (Low Load Cost Minimum Run Time at Offer – Low Load Cost Minimum Run Time at 

Reference Level) is greater than the Commitment Cost Threshold, then the conduct test is 

violated. 

 

III.A.5.5.5.3. Actual Run Time Conduct Test.  

If the Supply Offer for a Resource does not violate the conduct test in Section III.A.5.5.5.2, then all 

financial parameters of the Supply Offer will be evaluated using the following formula:  

 



 

 

(Low Load Cost Actual Run Time at Offer – Low Load Cost Actual Run Time at Reference Level) = < 

Commitment Cost Threshold  

 

Where,  

 

Commitment Cost Threshold = 0.1 times Low Load Cost Actual Run Time at Reference Level. 

 

Low Load Cost Actual Run Time = the cost of operating the Resource at its Economic Minimum 

Limit calculated using the following formula:  

 

Cold Start-Up Fee + (No Load Fee * actual local reliability run time) + (Price of 

Energy at Economic Minimum Limit * Economic Minimum Limit * actual local 

reliability run time), where 

actual local reliability run time is the number of hours the Resource was 

operated in the Real-Time Energy Market to provide one or more of the 

services specified in Section III.A.5.5.5.1. 

Low Load Cost Actual Run Time at Offer = Low Load Cost Actual Run Time calculated with 

financial parameters of the Supply Offer.  

 

Low Load Cost Actual Run Time at Reference Level = Low Load Cost Actual Run Time 

calculated with the financial parameters of the Supply Offer set to Reference Levels. 

 

Price of Energy at Economic Minimum Limit = the price for energy at the Resource’s Economic 

Minimum Limit as reflected in the Supply Offer for the Resource.  

 

For Low Load Cost Actual Run Time at Offer, the price for energy is the energy price parameter from the 

Supply Offer. For Low Load Cost Actual Run Time at Reference Level, the Reference Level of the offer 

block at Economic Minimum Limit is used.  

 

If the (Low Load Cost Actual Run Time at Offer – Low Load Cost Actual Run Time at Reference Level) 

is greater than the Commitment Cost Threshold, then the conduct test is violated.  

 

 



 

 

 

III.A.5.5.5.4. Consequence of Failing Test. 

If a Supply Offer fails the local reliability commitment minimum run time conduct test specified 

in Section III.A.5.5.5.2, it shall be evaluated for commitment based on an offer with all financial 

parameters set to their Reference Levels.  This includes all offer blocks and all types of Start-Up 

Fees and the No-Load Fee.  If a Resource is committed, then all financial parameters of its 

Supply Offer are set to their Reference Level. 

 

If a Supply Offer fails the local reliability commitment actual run time conduct test 

specified in Section III.A.5.5.5.3, then all financial parameters of the Supply Offer are set 

to their Reference Level for purposes of calculating Day-Ahead Energy Market and Real-

Time Energy Market revenues. 

 

III.A.5.6.  Duration of Energy Threshold Mitigation. 

Any mitigation imposed pursuant to Sections III.A.5.5.1 “General Threshold Energy Mitigation” or 

III.A.5.5.2 “Constrained Area Threshold Energy Mitigation” is in effect for the following duration: 

 

(a) in the Real-Time Energy Market, mitigation starts when the impact test violation occurs; 

(b) in the Day-Ahead Energy Market, mitigation starts at the beginning of the Operating Day; and, 

(c) for both the Real-Time Energy Market and Day-Ahead Energy Market, mitigation remains in effect 

through the end of the Operating Day or through the end of the Resource’s minimum run time, 

whichever is later. 

 

III.A.5.7. Duration of Commitment Mitigation. 

Any mitigation imposed pursuant to Sections III.A.5.5.3 “General Threshold Commitment Mitigation”, 

III.A.5.5.4 “Constrained Area Commitment Mitigation”, or III.A.5.5.5 “Local Reliability Commitment 

Mitigation” is in effect for the following duration:  

 

(a) in the Real-Time Energy Market, mitigation starts either; 

a. on the first hour a Resource is directed to remain on-line by the ISO or; 

b. in all other cases, at the time of the decision to commit the Resource. 

(b) in the Day-Ahead Energy Market, mitigation starts at the beginning of the Operating Day, and; 

 



 

(c) for both the Real-Time Energy Market and Day-Ahead Energy Market, mitigation remains in effect 

through the end of the Operating Day or through the end of the Resource’s minimum run time, 

whichever is later. 

 

III.A.5.8. Correction of Mitigation. 

If the Internal Market Monitor determines that there are one or more errors in the mitigation applied in an 

Operating Day due to data entry, system or software errors by the ISO or the Internal Market Monitor, the 

Internal Market Monitor shall notify the market monitoring contacts specified by the Lead Market 

Participant within five business days of the applicable Operating Day.  The ISO shall correct the error as 

part of the Data Reconciliation Process by applying the correct values to the relevant Supply Offer in the 

settlement process. 

 

The permissibility of correction of errors in mitigation, and the timeframes and procedures for permitted 

corrections, are addressed solely in this section and not in those sections of Market Rule 1 relating to 

settlement and billing processes. 

 

III.A.5.9. Delay of Day-Ahead Energy Market Due to Mitigation Process. 

The posting of the Day-Ahead Energy Market results may be delayed if necessary for the completion of 

mitigation procedures. 

 

III.A.6.   Physical Parameter Offer Thresholds. 

Physical parameters of a Supply Offer are limited to thresholds specified in this section.  Physical 

parameters are limited by the software accepting offers, except those that can be re-declared in real time 

during the Operating Day.  Parameters that exceed the thresholds specified here but are not limited 

through the software accepting offers are subject to Internal Market Monitor review after the Operating 

Day and possible referral to the Commission under Section III.A.19 of this Appendix. 

 

III.A.6.1. Time-Based Offer Parameters. 

Supply Offer parameters that are expressed in time (i.e., minimum run time, minimum down time, start 

time, and notification time) shall have a threshold of two hours for an individual parameter or six hours 

for the combination of the time-based offer parameters compared to the Resource’s Reference Levels.  

Offers may not exceed these thresholds in a manner that reduce the flexibility of the Resource.  To 

determine if the six hour threshold is exceeded, all time-based offer parameters will be summed for each 

start-up state (hot, intermediate and cold).  If the sum of the time-based offer parameters for a start-up 

 



 

state exceeds six hours above the sum of the Reference Levels for those offer parameters, then the six 

hour threshold is exceeded. 

 

III.A.6.1.1. Other Offer Parameters. 

Non-financial or non-time-based offer parameters shall have a threshold of a 100% increase, or 

greater, for parameters that are minimum values, or a 50% decrease, or greater, for parameters 

that are maximum values (including, but not limited to, ramp rates, Economic Maximum Limits 

and maximum starts per day) compared to the Resource’s Reference Levels. 

 

Offer parameters that are limited by performance caps or audit values imposed by the ISO are not 

subject to the provisions of this section. 

 

III.A.7.   Calculation of Resource Reference Levels for Physical Parameters and Financial 

Parameters of Resources.   

 

III.A.7.1. Methods for Determining Reference Levels for Physical Parameters. 

The Internal Market Monitor will calculate a Reference Level for each element of a bid or offer that is 

expressed in units other than dollars (such as time-based or quantity level bid or offer parameters) on the 

basis of one or more of the following:  

 

(a) Original equipment manufacturer (OEM) operating recommendations and performance data for all 

Resource types in the New England Control Area, grouped by unit classes, physical parameters and 

fuel types. 

(b) Applicable  environmental operating permit information currently on file with the issuing 

environmental regulatory body. 

(c) Verifiable Resource physical operating characteristic data, including but not limited to facility and/or 

Resource operating guides and procedures, historical operating data and any verifiable documentation 

related to the Resource, which will be reviewed in consultation with the Market Participant. 

 

III.A.7.2. Methods for Determining Reference Levels for Financial Parameters of Supply 

Offers. 

The Reference Levels for Start-Up Fees, No-Load Fees, and offer blocks will be calculated separately and 

assuming no costs from one component are included in another component. 

 

 



 

III.A.7.2.1. Order of Reference Level Calculation. 

The Internal Market Monitor will calculate a Reference Level for each offer block of a Supply 

Offer according to the following hierarchy, under which the first method that can be calculated is 

used: 

 

(a) accepted offer-based Reference Levels pursuant to Section III.A.7.3; 

(b) LMP-based Reference Levels pursuant to Section III.A.7.4; and, 

(c) cost-based Reference Levels pursuant to Section III.A.7.5.  

 

III.A.7.2.2. Circumstances in Which Cost-Based Reference Levels Supersede the 

Hierarchy of Reference Level Calculation. 

In the following circumstances, cost-based Reference Levels shall be used notwithstanding the 

hierarchy specified in Section III.A.7.2.1. 

 

(a) The cost-based Reference Level is higher than either the accepted offer-based or LMP-based 

Reference Level. 

(b) The Supply Offer parameter is a Start-Up Fee or the No-Load Fee. 

(c) The Lead Market Participant requests the cost-based Reference Level. 

(d) During the previous 90 days: 

(i) the Resource has been flagged for VAR, SCR, or as a Local Second Contingency 

Protection Resource for any hour in the Day-Ahead Energy Market or the Real-Time 

Energy Market, and; 

(ii) the ratio of the sum of the operating hours for days for which the Resource has been 

flagged during the previous 90 days in which the number of hours operated out of 

economic merit order in the Day-Ahead Energy Market and the Real-Time Energy 

Market exceed the number of hours operated in economic merit order in the Day-

Ahead Energy Market and Real-Time Energy Market, to the total number of 

operating hours in the Day-Ahead Energy Market and Real-Time Energy Market 

during the previous 90 days is greater than or equal to 50 percent. 

 

For the purposes of this subsection: 

i. A flagged day is any day in which the Resource has been flagged for VAR, 

SCR, or as a Local Second Contingency Protection Resource for any hour in 

either the Day-Ahead Energy Market or the Real-Time Energy Market. 

 



 

ii. Operating hours are the hours in the Day-Ahead Energy Market for which a 

Resource has cleared output (MW) greater than zero and hours in the Real-

Time Energy Market for which a Resource has metered output (MW) greater 

than zero.  For days for which Real-time Energy Market metered values are 

not yet available in the ISO’s or the Internal Market Monitor’s systems, 

telemetered values will be used. 

iii. Self-scheduled hours will be excluded from all of the calculations described 

in this subsection, including the determination of operating hours.  

iv. The determination as to whether a Resource operated in economic merit 

order during an hour will be based on the energy offer block within which 

the Resource is operating. 

 

III.A.7.3. Accepted Offer-Based Reference Level. 

 The Internal Market Monitor shall calculate the accepted offer-based Reference Level as the lower of the 

mean or the median of a generating Resource’s Supply Offers that have been accepted and are part of the 

seller’s Day-Ahead Generation Obligation or Real-Time Generation Obligation in competitive periods 

over the previous 90 days, adjusted for changes in fuel prices utilizing fuel indices generally applicable 

for the location and type of Resource.  For purposes of this section, a competitive period is an Operating 

Day in which the Resource is scheduled in economic merit order. 

 

III.A.7.4. LMP-Based Reference Level. 

The Internal Market Monitor shall calculate the LMP-based Reference Level as the mean of the LMP at 

the Resource’s Node during the lowest-priced 25% of the hours that the Resource was dispatched over the 

previous 90 days for similar days (weekday or weekend day), adjusted for changes in fuel prices. 

 

III.A.7.5. Cost-Based Reference Level. 

The Internal Market Monitor shall calculate cost-based Reference Levels taking into account information 

on costs provided by the Market Participant though the consultation process prescribed in Section III.A.3. 

 

The following criteria shall be applied to estimates of cost: 

 

(a) The provision of cost estimates by a Market Participant shall conform with the timing and 

requirements of Section III.A.3 “Consultation Prior to Determination of Reference Levels for 

Physical and Financial Parameters of Resources”. 

 



 

(b) Costs must be documented. 

(c) All cost estimates shall be based on estimates of current market prices or replacement costs and not 

inventory costs wherever possible. 

(d) When market prices or replacement costs are unavailable, cost estimates shall identify whether the 

reported costs are the result of a product or service provided by an Affiliate of the Market Participant. 

(e) The Internal Market Monitor will evaluate cost information provided by the Market Participant in 

comparison to other information available to the Internal Market Monitor. 

 

III.A.7.5.1.  Estimation of Incremental Operating Cost. 

The Internal Market Monitor’s determination of a Resource’s marginal costs shall include an 

assessment of the Resource’s incremental operating costs in accordance with the following 

formulas, 

 

Incremental Energy: 

(incremental heat rate * fuel costs) + (emissions rate * emissions allowance price) + variable 

operating and maintenance costs + opportunity costs. 

 

Opportunity costs may include, but are not limited to, economic costs associated with complying 

with: 

 

(a) emissions limits; 

(b) water storage limits; and, 

(c) other operating permits that limit production of energy.  

 

No-Load: 

(no-load fuel use * fuel costs) + (no-load emissions * emission allowance price) 

+ no-load variable operating and maintenance costs + other no-load costs that are not fuel, 

emissions or variable and maintenance costs. 

 

Start-Up: 

(start-up fuel use * fuel costs) + (start-up emissions * emission allowance price) + start-up 

variable and maintenance costs + other start-up costs that are not fuel, emissions or variable and 

maintenance costs. 

 

 



 

III.A.8.   Determination of Offer Competitiveness During Shortage Event. 

The Internal Market Monitor shall evaluate the competitiveness of the Supply Offer of each Resource 

with a Capacity Supply Obligation that is off-line during a Shortage Event, as described below.  The 

evaluation for competitiveness shall be performed on Supply Offers in the Day-Ahead Energy Market and 

Supply Offers made during the Re-Offer Period.  A determination of non-competitiveness for a Day-

Ahead Energy Market Supply Offer or a Supply Offer made during the Re-Offer Period which affects an 

hour shall constitute a finding of non-competitiveness for that hour. 

 

(a) The thresholds used for evaluation shall be the general thresholds in Sections III.A.5.5.1 and 

III.A.5.5.3 unless the constrained area mitigation thresholds apply in the Day-Ahead Energy Market 

or Real-Time Energy Market and the resource under evaluation could have fully or partially relieved 

the constraint during the applicable Shortage Event.  If the constrained area mitigation thresholds 

apply, then the energy price Supply Offer parameter and the Start-Up Fee and No-Load Fee 

parameters shall be evaluated for competitiveness using the thresholds in Sections III.A.5.5.2 and 

III.A.5.5.4. 

(b) If the value of any of the following Supply Offer parameters for a resource exceeds the relevant 

thresholds for an hour, all MW for the resource for the hour shall be non-competitive: 

(i) The Start-Up Fees and No-Load Fee; 

(ii) Each time-based Supply Offer parameter;  

(iii) The energy price Supply Offer parameter up to and including the Economic Minimum Limit. 

(c) If none of the parameters evaluated for competitiveness pursuant to Section III.A.8 (b) above are non-

competitive for an hour, then the energy price parameter for each incremental Supply Offer block 

above the resource’s Economic Minimum Limit shall be evaluated for competitiveness using the 

thresholds identified in Section III.A.8 (a) above, in order of lowest energy price to highest energy 

price.  If any Supply Offer block is non-competitive, then that block and all blocks above it shall be 

non-competitive, and all blocks below it shall be competitive.  

 

III.A.9.  Regulation. 

The Internal Market Monitor will monitor the Regulation market for conduct that it determines constitutes 

an abuse of market power.  If the Internal Market Monitor identifies any such conduct, it may make a 

filing under Section 205 of the Federal Power Act with the Commission requesting authorization to apply 

appropriate mitigation measures or to revise Market Rule 1 to address such conduct (or both).  The 

Internal Market Monitor may make such a filing at any time it deems necessary, and may request 

expedited treatment from the Commission.  Any such filing shall identify the particular conduct the 

 



 

Internal Market Monitor believes warrants mitigation or revisions to Market Rule 1 (or both), shall 

propose a specific mitigation measure for the conduct or revision to Market Rule 1 (or both), and shall set 

forth the Internal Market Monitor’s justification for imposing that mitigation measure or revision to 

Market Rule 1 (or both). 

 

III.A.10.  Demand Bids. 

The Internal Market Monitor will monitor Demand Resources as outlined below: 

 

(a) LMPs in the Day-Ahead Energy Market and Real-Time Energy Market shall be monitored to 

determine whether there is a persistent hourly deviation in any location that would not be expected in 

a workably competitive market. 

(b) The Internal Market Monitor shall compute the average hourly deviation between Day-Ahead Energy 

Market and Real-Time Energy Market LMPs, measured as: (LMP real time / LMP day ahead) – 1.  The 

average hourly deviation shall be computed over a rolling four-week period or such other period 

determined by the Internal Market Monitor. 

(c) The Internal Market Monitor shall estimate and monitor the average percentage of each Market 

Participant’s bid to serve load scheduled in the Day-Ahead Energy Market, using a methodology 

intended to identify a sustained pattern of under-bidding as accurately as deemed practicable.  The 

average percentage will be computed over a specified time period determined by the Internal Market 

Monitor. 

 

If the Internal Market Monitor determines that: (i) The average hourly deviation is greater than ten 

percent (10%) or less than negative ten percent (-10%), (ii) one or more Market Participants on behalf of 

one or more LSEs have been purchasing a substantial portion of their loads with purchases in the Real-

Time Energy Market, (iii) this practice has contributed to an unwarranted divergence of LMPs between 

the two markets, and (iv) this practice has created operational problems, the Internal Market Monitor may 

make a filing under Section 205 of the Federal Power Act with the Commission requesting authorization 

to apply appropriate mitigation measures or to revise Market Rule 1 to address such conduct (or both).  

The thresholds identified above shall not limit the Internal Market Monitor’s authority to make such a 

filing.  The Internal Market Monitor may make such a filing at any time it deems necessary, and may 

request expedited treatment from the Commission.  Any such filing shall identify the particular conduct 

that the Internal Market Monitor believes warrants mitigation or revisions to Market Rule 1 (or both), 

shall propose a specific mitigation measure for the conduct or revision to Market Rule 1 (or both), and 

 



 

shall set forth the Internal Market Monitor’s justification for imposing that mitigation measure or revision 

to Market Rule 1 (or both). 

 

III.A.11.   Mitigation of Increment Offers and Decrement Bids.  

 

III.A.11.1.   Purpose. 

The provisions of this section specify the market monitoring and mitigation measures applicable to 

Increment Offers and Decrement Bids.  An Increment Offer is one to supply energy and a Decrement Bid 

is one to purchase energy, in either such case not being backed by physical load or generation and 

submitted in the Day-Ahead Energy Market in accordance with the procedures and requirements specified 

in Market Rule 1 and the ISO New England Manuals. 

 

III.A.11.2.   Implementation. 

 

III.A.11.2.1. Monitoring of Increment Offers and Decrement Bids. 

Day-Ahead LMPs and Real-Time LMPs in each Load Zone or Node, as applicable, shall be 

monitored to determine whether there is a persistent hourly deviation in the LMPs that would not 

be expected in a workably competitive market.  The Internal Market Monitor shall compute the 

average hourly deviation between Day-Ahead LMPs and Real-Time LMPs, measured as:  

 (LMP real time / LMP day ahead) – 1.   

The average hourly deviation shall be computed over a rolling four-week period or such other 

period determined by the Internal Market Monitor to be appropriate to achieve the purpose of this 

mitigation measure. 

 

III.A.11.3. Mitigation Measures. 

If the Internal Market Monitor determines that (i) the average hourly deviation computed over a rolling 

four week period is greater than ten percent (10%) or less than negative ten percent (-10%), and (ii) the 

bid and offer practices of one or more Market Participants has contributed to a divergence between LMPs 

in the Day-Ahead Energy Market and Real-Time Energy Market, then the following mitigation measure 

may be imposed: 

 

The Internal Market Monitor may limit the hourly quantities of Increment Offers for supply or Decrement 

Bids for load that may be offered in a Location by a Market Participant, subject to the following 

provisions: 

 



 

 

(i) The Internal Market Monitor shall, when practicable, request explanations of the relevant bid and 

offer practices from any Market Participant submitting such bids. 

(ii) Prior to imposing a mitigation measure, the Internal Market Monitor shall notify the affected 

Market Participant of the limitation. 

(iii) The Internal Market Monitor, with the assistance of the ISO, will restrict the Market Participant 

for a period of six months from submitting any virtual transactions at the same Node(s), and/or 

electrically similar Nodes to, the Nodes where it had submitted the virtual transactions that 

contributed to the unwarranted divergence between the LMPs in the Day-Ahead Energy Market 

and Real-Time Energy Market. 

 

III.A.11.4. Monitoring and Analysis of Market Design and Rules. 

The Internal Market Monitor shall monitor and assess the impact of Increment Offers and Decrement 

Bids on the competitive structure and performance, and the economic efficiency of the New England 

Markets.  Such monitoring and assessment shall include the effects, if any, on such bids and offers of any 

mitigation measures specified in this Market Rule 1. 

  

III.A.12.   Cap on FTR Revenues. 

If a holder of an FTR between specified delivery and receipt Locations (i) had an Increment Offer and/or 

Decrement Bid that was accepted by the ISO for an applicable hour in the Day-Ahead Energy Market for 

delivery or receipt at or near delivery or receipt Locations of the FTR; and (ii) the result of the acceptance 

of such Increment Offer or Decrement Bid is that the difference in LMP in the Day-Ahead Energy Market 

between such delivery and receipt Locations is greater than the difference in LMP between such delivery 

and receipt Locations in the Real-Time Energy Market, then the Market Participant shall not receive any 

Transmission Congestion Credit associated with such FTR in such hour, in excess of one divided by the 

number of hours in the applicable month multiplied by the amount originally paid for the FTR in the FTR 

Auction.  A Location shall be considered at or near the FTR delivery or receipt Location if seventy-five % 

or more of the energy injected or withdrawn at that Location and which is withdrawn or injected at 

another Location is reflected in the constrained path between the subject FTR delivery and receipt 

Locations that were acquired in the FTR Auction.  

 

III.A.13.  Additional Internal Market Monitor Functions Specified in Tariff. 

 

III.A.13.1.  Review of Offers and Bids in the Forward Capacity Market. 

 



 

In accordance with the following provisions of Section III.13 of Market Rule 1, the Internal Market 

Monitor is responsible for reviewing certain bids and offers made in the Forward Capacity Market.  

Section III.13 of Market Rule 1 specifies the nature and detail of the Internal Market Monitor’s review 

and the consequences that will result from the Internal Market Monitor’s determination following such 

review. 

 

(a) [Reserved]. 

(b) Section III.13.1.2.2.5.2 “Requirements for an Existing Generating Capacity Resource, Existing 

Demand Resource or Existing Import Capacity Resource Having a Higher Summer Qualified 

Capacity than Winter Qualified Capacity.” 

(c) Section III.13.1.2.3.2 “Review by Internal Market Monitor of Bids from Existing Generating 

Capacity Resources.” 

(d) Section III.13.1.3.5.6 “Review by Internal Market Monitor of Offers from New Import Capacity 

Resources and Existing Import Capacity.” 

(e) Section III.13.1.7 “Internal Market Monitor Review of Offers and Bids.” 

 

III.A.13.2.  Supply Offers and Demand Bids Submitted for Reconfiguration Auctions in the 

Forward Capacity Market. 

Section III.13.4 of Market Rule 1 addresses reconfiguration auctions in the Forward Capacity Market.  As 

addressed in Section III.13.4.2 of Market Rule 1, a supply offer or demand bid submitted for a 

reconfiguration auction shall not be subject to mitigation by the Internal Market Monitor. 

 

III.A.13.3.  Monitoring of Transmission Facility Outage Scheduling. 

Appendix G of Market Rule 1 addresses the scheduling of outages for transmission facilities.  The 

Internal Market Monitor shall monitor the outage scheduling activities of the Transmission Owners.  The 

Internal Market Monitor shall have the right to request that each Transmission Owner provide information 

to the Internal Market Monitor concerning the Transmission Owner’s scheduling of transmission facility 

outages, including the repositioning or cancellation of any interim approved or approved outage, and the 

Transmission Owner shall provide such information to the Internal Market Monitor in accordance with 

the ISO New England Information Policy. 

 

III.A.13.4.  Monitoring of Forward Reserve Resources. 

The Internal Market Monitor will receive information that will identify Forward Reserve Resources, the 

Forward Reserve Threshold Price, and the assigned Forward Reserve Obligation.  Prior to mitigation of 

 



 

Supply Offers or Demand Bids associated with a Forward Reserve Resource, the Internal Market Monitor 

shall consult with the Market Participant in accordance with Section III.A.3 of this Appendix A.  The 

Internal Market Monitor and the Market Participant shall consider the impact on meeting any Forward 

Reserve Obligations in those consultations.  If mitigation is imposed, any mitigated offers shall be used in 

the calculation of qualifying megawatts under Section III.9.6.4 of Market Rule 1. 

 

III.A.13.5.  Imposition of Sanctions. 

Appendix B of Market Rule 1 sets forth the procedures and standards under which sanctions may be 

imposed for certain violations of Market Participants’ obligations under the ISO New England Filed 

Documents and other ISO New England System Rules.  The Internal Market Monitor shall administer 

Appendix B in accordance with the provisions thereof. 

 

III.A.14.   Treatment of Supply Offers for Resources Subject to a Cost-of-Service Agreement. 

Article 5 of the form of Cost-of-Service Agreement in Appendix I to Market Rule 1 addresses the 

monitoring of resources subject to a cost-of-service agreement by the Internal Market Monitor and 

External Market Monitor.  Pursuant to Section 5.2 of Article 5 of the Form of Cost-of-Service Agreement, 

after consultation with the Lead Participant, Supply Offers that exceed Stipulated Variable Cost as 

determined in the agreement are subject to adjustment by the Internal Market Monitor to Stipulated 

Variable Cost. 

 

III.A.15.   Request for Additional Cost Recovery. 

 

III.A.15.1. Filing Right. 

If  

 

(a) mitigation has been applied to a Resource under this Appendix A for all or part of one or 
more Operating Days, or  

 

(b) in the absence of mitigation, a Market Participant submitted a Supply Offer at the energy 
offer cap specified in Section III.1.10.1.A(d) of Market Rule 1 for a Resource, or 

 

(c) at the direction of the ISO a Market Participant has adjusted the output of a Resource to an 
amount that exceeds the amount scheduled for the Resource in the Day-Ahead Energy 

 



 

Market to address a critical reliability issue that has resulted in the ISO declaring an 
abnormal conditions alert for one of the reasons specified in Section III.A.15.1.1 below, 

 

and as a result of the action in (a) or (c), or despite the action in (b), the Market Participant believes that it 

will not recover the fuel and variable operating and maintenance costs of the Resource for those 

Operating Days, the Market Participant may, within sixty days of the receipt of the first Invoice issued 

containing credits or charges for the applicable Operating Day, submit a filing to the Commission seeking 

recovery of those costs pursuant to Section 205 of the Federal Power Act. 

 

A request under this Section III.A.15 may seek recovery of additional costs incurred during the 

following periods: (a) if as a result of mitigation, costs incurred for the duration of the mitigation 

event, (b) if as a result of having submitted a Supply Offer at the energy offer cap, costs incurred 

for the duration of the period of time for which the Resource was operated at the energy offer 

cap, and (c) if as a result of being operated to address a critical reliability issue that has resulted 

in the ISO declaring an abnormal conditions alert, for the duration of the period of time when the 

Resource was required to operate to address the critical reliability issue, but only for the amount 

by which the actual incremental costs of operating the Resource in excess of the amount 

scheduled in the Day-Ahead Energy Market exceeded the incremental costs as reflected in the 

Supply Offer. 

 

III.A.15.1.1. Basis for declaration of an abnormal conditions alert. 

(a) Forecasted or actual deficiency of operating reserves requiring implementation of ISO New 
England Operating Procedure No. 4, Action During a Capacity Deficiency, or ISO New 
England Operating Procedure No. 7, Action in an Emergency. 
 

(b) The electric system in New England experiences low transmission voltages and/or low 
reactive reserves. 
 

(c) A solar magnetic disturbance occurs. 
 

(d) A cold weather event is declared. 
 

(e) Inability to provide first contingency protection when an undesirable post-contingency 
condition might result, such as load shedding. 
 

 



 

(f) A credible threat to power system reliability is made, such as sabotage or an approaching 
storm. 
 

(g) Operational staffing shortage impacting normal power system operations within New 
England occurs. 
 

(h) Any other condition that may cause a critical reliability issue as determined by the ISO’s 
operations shift supervisor or the Local Control Center system operator. 

For purposes of this Section III.A.15, declaring an action of ISO New England Operating 

Procedure No.4 or ISO New England Operating Procedure No. 7 shall be treated as declaring an 

abnormal conditions alert. 

 

III.A.15.2. Contents of Filing. 

Any Section 205 filing made pursuant to this section shall include:  (i)  the actual fuel and variable 

operating and maintenance costs for the Resource for the applicable Operating Days, with supporting data 

and calculations for those costs; (ii) an explanation of (a) why the actual costs of operating the Resource 

for the Operating Days exceeded the Reference Level costs or, (b) in the absence of mitigation, why the 

actual costs of operating the Resource for the Operating Days exceeded the costs as reflected in the 

Supply Offer at the energy offer cap; or, (c) why the actual incremental costs of operating the Resource in 

excess of the amount scheduled in the Day-Ahead Market, during the time period for which the ISO has 

declared an abnormal conditions alert for the Operating Day, exceeded in the incremental costs as 

reflected in the supply Offer; (iii) the Internal Market Monitor’s written explanation provided pursuant to 

Section III.A.15.3; and (iv) all requested regulatory costs in connection with the filing. 

 

III.A.15.3. Review by Internal Market Monitor Prior to Filing. 

Within twenty days of the receipt of the first Invoice containing credits or charges for the applicable 

Operating Day, a Market Participant that intends to make a Section 205 filing pursuant to this Section 

III.A.15 shall submit to the Internal Market Monitor the information and explanation detailed in Section 

III.A.15.2 (i) and (ii) that is to be included in the Section 205 filing.  Within twenty days of the receipt of 

a completed submittal, the Internal Market Monitor shall provide a written explanation of the events that 

resulted in the Section III.A.15 request for additional cost recovery.  The Market Participant shall include 

the Internal Market Monitor’s written explanation in the Section 205 filing made pursuant to this Section 

III A.15. 

 

 



 

III.A.15.4. Cost Allocation. 

In the event that the Commission accepts a Market Participant’s filing for cost recovery under this 

section, the ISO shall allocate charges to Market Participants for payment of those costs in accordance 

with the cost allocation provisions of Market Rule 1 that otherwise would apply to payments for the 

services provided based on the Resource’s actual dispatch for the Operating Days in question. 

 

III.A.16. ADR Review of Internal Market Monitor Mitigation Actions. 

 

III.A.16.1. Actions Subject to Review. 

A Market Participant may obtain prompt Alternative Dispute Resolution (“ADR”) review of any Internal 

Market Monitor mitigation imposed on a Resource as to which that Market Participant has bidding or 

operational authority.  A Market Participant must seek review pursuant to the procedure set forth in 

Appendix D to this Market Rule 1, but in all cases within the time limits applicable to billing adjustment 

requests.  These deadlines are currently specified in the ISO New England Manuals.  Actions subject to 

review are: 

 

• Imposition of a mitigation remedy.  

• Continuation of a mitigation remedy as to which a Market Participant has submitted material 

evidence of changed facts or circumstances.  (Thus, after a Market Participant has unsuccessfully 

challenged imposition of a mitigation remedy, it may challenge the continuation of that mitigation in 

a subsequent ADR review on a showing of material evidence of changed facts or circumstances.) 

 

III.A.16.2. Standard of Review. 

On the basis of the written record and the presentations of the Internal Market Monitor and the Market 

Participant, the ADR Neutral shall review the facts and circumstances upon which the Internal Market 

Monitor based its decision and the remedy imposed by the Internal Market Monitor.  The ADR Neutral 

shall remove the Internal Market Monitor’s mitigation only if it concludes that the Internal Market 

Monitor’s application of the Internal Market Monitor mitigation policy was clearly erroneous.  In 

considering the reasonableness of the Internal Market Monitor’s action, the ADR Neutral shall consider 

whether adequate opportunity was given to the Market Participant to present information, any voluntary 

remedies proposed by the Market Participant, and the need of the Internal Market Monitor to act quickly 

to preserve competitive markets. 

 

III.A.17. Reporting. 

 



 

 

III.A.17.1. Data Collection and Retention. 

Market Participants shall provide the Internal Market Monitor and External Market Monitor with any and 

all information within their custody or control that the Internal Market Monitor or External Market 

Monitor deems necessary to perform its obligations under this Appendix A, subject to applicable 

confidentiality limitations contained in the ISO New England Information Policy.  This would include a 

Market Participant’s cost information if the Internal Market Monitor or External Market Monitor deems it 

necessary, including start up, no-load and all other actual marginal costs, when needed for monitoring or 

mitigation of that Market Participant.  Additional data requirements may be specified in the ISO New 

England Manuals.  If for any reason the requested explanation or data is unavailable, the Internal Market 

Monitor and External Market Monitor will use the best information available in carrying out their 

responsibilities.  The Internal Market Monitor and External Market Monitor may use any and all 

information they receive in the course of carrying out their market monitor and mitigation functions to the 

extent necessary to fully perform those functions. 

 

Market Participants must provide data and any other information requested by the Internal Market 

Monitor that the Internal Market Monitor requests to determine: 

 

(a) the opportunity costs associated with Demand Reduction Offers; 

(b) the accuracy of Demand Response Baselines; 

(c) the method used to achieve a demand reduction, and; 

(d) the accuracy of reported demand levels. 

 

III.A.17.2. Periodic Reporting by the ISO and Internal Market Monitor. 

 

III.A.17.2.1. Monthly Report. 

The ISO will prepare a monthly report, which will be available to the public both in printed form 

and electronically, containing an overview of the market’s performance in the most recent period. 

 

III.A.17.2.2. Quarterly Report. 

The Internal Market Monitor will prepare a quarterly report consisting of market data regularly 

collected by the Internal Market Monitor in the course of carrying out its functions under this 

Appendix A and analysis of such market data.  Final versions of such reports shall be 

disseminated contemporaneously to the Commission, the ISO Board of Directors, the Market 

 



 

Participants, and state public utility commissions for each of the six New England states, 

provided that in the case of the Market Participants and public utility commissions, such 

information shall be redacted as necessary to comply with the ISO New England Information 

Policy.  The format and content of the quarterly reports will be updated periodically through 

consensus of the Internal Market Monitor, the Commission, the ISO, the public utility 

commissions of the six New England States and Market Participants.  The entire quarterly report 

will be subject to confidentiality protection consistent with the ISO New England Information 

Policy and the recipients will ensure the confidentiality of the information in accordance with 

state and federal laws and regulations.  The Internal Market Monitor will make available to the 

public a redacted version of such quarterly reports.  The Internal Market Monitor, subject to 

confidentiality restrictions, may decide whether and to what extent to share drafts of any report or 

portions thereof with the Commission, the ISO, one or more state public utility commission(s) in 

New England or Market Participants for input and verification before the report is finalized.  The 

Internal Market Monitor shall keep the Market Participants informed of the progress of any report 

being prepared pursuant to the terms of this Appendix A. 

 

III.A.17.2.3. Reporting on General Performance of the Forward Capacity Market. 

The performance of the Forward Capacity Market, including reconfiguration auctions, shall be 

subject to the review of the Internal Market Monitor.  No later than 180 days after the completion 

of the second Forward Capacity Auction, the Internal Market Monitor shall file with the 

Commission and post to the ISO’s website a full report analyzing the operations and effectiveness 

of the Forward Capacity Market.  Thereafter, the Internal Market Monitor shall report on the 

functioning of the Forward Capacity Market in its annual markets report in accordance with the 

provisions of Section III.A.17.2.4 of this Appendix A. 

 

III.A.17.2.4. Annual Review and Report by the Internal Market Monitor. 

The Internal Market Monitor will prepare an annual state of the market report on market trends 

and the performance of the New England Markets and will present an annual review of the 

operations of the New England Markets.  The annual report and review will include an evaluation 

of the procedures for the determination of energy, reserve and regulation clearing prices, NCPC 

costs and the performance of the Forward Capacity Market and FTR Auctions.  The review will 

include a public forum to discuss the performance of the New England Markets, the state of 

competition, and the ISO’s priorities for the coming year.  In addition, the Internal Market 

Monitor will arrange a non-public meeting open to appropriate state or federal government 

 



 

agencies, including the Commission and state regulatory bodies, attorneys general, and others 

with jurisdiction over the competitive operation of electric power markets, subject to the 

confidentiality protections of the ISO New England Information Policy, to the greatest extent 

permitted by law. 

 

III.A.17.3. Periodic Reporting by the External Market Monitor.  

The External Market Monitor will perform independent evaluations and prepare annual and ad hoc reports 

on the overall competitiveness and efficiency of the New England Markets or particular aspects of the 

New England Markets, including the adequacy of Appendix A.  The External Market Monitor shall have 

the sole discretion to determine whether and when to prepare ad hoc reports and may prepare such reports 

on its own initiative or pursuant to requests by the ISO, state public utility commissions or one or more 

Market Participants.  Final versions of such reports shall be disseminated contemporaneously to the 

Commission, the ISO Board of Directors, the Market Participants, and state public utility commissions for 

each of the six New England states, provided that in the case of the Market Participants and public utility 

commissions, such information shall be redacted as necessary to comply with the ISO New England 

Information Policy.  Such reports shall, at a minimum, include: 

 

(i) Review and assessment of the practices, market rules, procedures, protocols and other activities 

of the ISO insofar as such activities, and the manner in which the ISO implements such activities, 

affect the competitiveness and efficiency of New England Markets. 

(ii) Review and assessment of the practices, procedures, protocols and other activities of any 

independent transmission company, transmission provider or similar entity insofar as its activities 

affect the competitiveness and efficiency of the New England Markets. 

(iii) Review and assessment of the activities of Market Participants insofar as these activities affect 

the competitiveness and efficiency of the New England Markets. 

(iv) Review and assessment of the effectiveness of Appendix A and the administration of Appendix A 

by the Internal Market Monitor for consistency and compliance with the terms of Appendix A. 

(v) Review and assessment of the relationship of the New England Markets with any independent 

transmission company and with adjacent markets. 

 

The External Market Monitor, subject to confidentiality restrictions, may decide whether and to what 

extent to share drafts of any report or portions thereof with the Commission, the ISO, one or more state 

public utility commission(s) in New England or Market Participants for input and verification before the 

 



 

report is finalized.  The External Market Monitor shall keep the Market Participants informed of the 

progress of any report being prepared. 

 

III.A.17.4. Other Internal Market Monitor or External Market Monitor Communications With 

Government Agencies. 

 

III.A.17.4.1. Routine Communications. 

The periodic reviews are in addition to any routine communications the Internal Market Monitor 

or External Market Monitor may have with appropriate state or federal government agencies, 

including the Commission and state regulatory bodies, attorneys general, and others with 

jurisdiction over the competitive operation of electric power markets. 

 

III.A.17.4.2. Additional Communications. 

The Internal Market Monitor and External Market Monitor are not a regulatory or enforcement 

agency.  However, they will monitor market trends, including changes in Resource ownership as 

well as market performance.  In addition to the information on market performance and 

mitigation provided in the monthly, quarterly and annual reports the External Market Monitor or 

Internal Market Monitor shall: 

 

(a) Inform the jurisdictional state and federal regulatory agencies, as well as the Markets 

Committee, if the External Market Monitor or Internal Market Monitor determines that a 

market problem appears to be developing that will not be adequately remediable by existing 

market rules or mitigation measures; 

(b) If the External Market Monitor or Internal Market Monitor receives information from any 

entity regarding an alleged violation of law, refer the entity to the appropriate state or federal 

agencies; 

(c) If the External Market Monitor or Internal Market Monitor reasonably concludes, in the 

normal course of carrying out its monitoring and mitigation responsibilities, that certain 

market conduct constitutes a violation of law, report these matters to the appropriate state and 

federal agencies; and, 

(d) Provide the names of any companies subjected to mitigation under these procedures as well 

as a description of the behaviors subjected to mitigation and any mitigation remedies or 

sanctions applied. 

 

 



 

III.A.17.4.3. Confidentiality. 

Information identifying particular participants required or permitted to be disclosed to 

jurisdictional bodies under this section shall be provided in a confidential report filed under 

Section 388.112 of the Commission regulations and corresponding provisions of other 

jurisdictional agencies.  The Internal Market Monitor will include the confidential report with the 

quarterly submission it provides to the Commission pursuant to Section III.A.17.2.2. 

 

III.A.17.5. Other Information Available from Internal Market Monitor and External Market 

Monitor on Request by Regulators. 

The Internal Market Monitor and External Market Monitor will normally make their records available as 

described in this paragraph to authorized state or federal agencies, including the Commission and state 

regulatory bodies, attorneys general and others with jurisdiction over the competitive operation of electric 

power markets (“authorized government agencies”).  With respect to state regulatory bodies and state 

attorneys general (“authorized state agencies”), the Internal Market Monitor and External Market Monitor 

shall entertain information requests for information regarding general market trends and the performance 

of the New England Markets, but shall not entertain requests that are designed to aid enforcement actions 

of a state agency.  The Internal Market Monitor and External Market Monitor shall promptly make 

available all requested data and information that they are permitted to disclose to authorized government 

agencies under the ISO New England Information Policy.  Notwithstanding the foregoing, in the event an 

information request is unduly burdensome in terms of the demands it places on the time and/or resources 

of the Internal Market Monitor or External Market Monitor, the Internal Market Monitor or External 

Market Monitor shall work with the authorized government agency to modify the scope of the request or 

the time within which a response is required, and shall respond to the modified request. 

 

The Internal Market Monitor and External Market Monitor also will comply with compulsory process, 

after first notifying the owner(s) of the items and information called for by the subpoena or civil 

investigative demand and giving them at least ten business days to seek to modify or quash the 

compulsory process.  If an authorized government agency makes a request in writing, other than 

compulsory process, for information or data whose disclosure to authorized government agencies is not 

permitted by the ISO New England Information Policy, the Internal Market Monitor and External Market 

Monitor shall notify each party with an interest in the confidentiality of the information and shall process 

the request under the applicable provisions of the ISO New England Information Policy.  Requests from 

the Commission for information or data whose disclosure is not permitted by the ISO New England 

Information Policy shall be processed under Section 3.2 of the ISO New England Information Policy.  

 



 

Requests from authorized state agencies for information or data whose disclosure is not permitted by the 

ISO New England Information Policy shall be processed under Section 3.3 of the ISO New England 

Information Policy.  In the event confidential information is ultimately released to an authorized state 

agency in accordance with Section 3.3 of the ISO New England Information Policy, any party with an 

interest in the confidentiality of the information shall be permitted to contest the factual content of the 

information, or to provide context to such information, through a written statement provided to the 

Internal Market Monitor or External Market Monitor and the authorized state agency that has received the 

information. 

 

III.A.18. Ethical Conduct Standards. 

 

III.A.18.1. Compliance with ISO New England Inc. Code of Conduct. 

The employees of the ISO that perform market monitoring and mitigation services for the ISO and the 

employees of the External Market Monitor that perform market monitoring and mitigation services for the 

ISO shall execute and shall comply with the terms of the ISO New England Inc. Code of Conduct 

attached hereto as Exhibit 5. 

 

III.A.18.2. Additional Ethical Conduct Standards. 

The employees of the ISO that perform market monitoring and mitigation services for the ISO and the 

employees of the External Market Monitor that perform market monitoring and mitigation services for the 

ISO shall also comply with the following additional ethical conduct standards.  In the event of a conflict 

between one or more standards set forth below and one or more standards contained in the ISO New 

England Inc. Code of Conduct, the more stringent standard(s) shall control. 

 

III.A.18.2.1. Prohibition on Employment with a Market Participant. 

No such employee shall serve as an officer, director, employee or partner of a Market Participant. 

 

III.A.18.2.2. Prohibition on Compensation for Services. 

No such employee shall be compensated, other than by the ISO or, in the case of employees of 

the External Market Monitor, by the External Market Monitor, for any expert witness testimony 

or other commercial services, either to the ISO or to any other party, in connection with any legal 

or regulatory proceeding or commercial transaction relating to the ISO or the New England 

Markets. 

 

 



 

III.A.18.2.3. Additional Standards Applicable to External Market Monitor. 

In addition to the standards referenced in the remainder of this Section 18 of Appendix A, the 

employees of the External Market Monitor that perform market monitoring and mitigation 

services for the ISO are subject to conduct standards set forth in the External Market Monitor 

Services Agreement entered into between the External Market Monitor and the ISO, as amended 

from time-to-time.  In the event of a conflict between one or more standards set forth in the 

External Market Monitor Services Agreement and one or more standards set forth above or in the 

ISO New England Inc. Code of Conduct, the more stringent standard(s) shall control. 

 

III.A.19. Protocols on Referral to the Commission of Suspected Violations. 

(A) The Internal Market Monitor or External Market Monitor is to make a non-public referral to the 

Commission in all instances where the Internal Market Monitor or External Market Monitor has 

reason to believe that a Market Violation has occurred.  While the Internal Market Monitor or 

External Market Monitor need not be able to prove that a Market Violation has occurred, the Internal 

Market Monitor or External Market Monitor is to provide sufficient credible information to warrant 

further investigation by the Commission.  Once the Internal Market Monitor or External Market 

Monitor has obtained sufficient credible information to warrant referral to the Commission, the 

Internal Market Monitor or External Market Monitor is to immediately refer the matter to the 

Commission and desist from independent action related to the alleged Market Violation.  This does 

not preclude the Internal Market Monitor or External Market Monitor from continuing to monitor for 

any repeated instances of the activity by the same or other entities, which would constitute new 

Market Violations.  The Internal Market Monitor or External Market Monitor is to respond to 

requests from the Commission for any additional information in connection with the alleged Market 

Violation it has referred. 

(B) All referrals to the Commission of alleged Market Violations are to be in writing, whether transmitted 

electronically, by fax, mail or courier.  The Internal Market Monitor or External Market Monitor may 

alert the Commission orally in advance of the written referral. 

(C) The referral is to be addressed to the Commission’s Director of the Office of Enforcement, with a 

copy also directed to both the Director of the Office of Energy Market Regulation and the General 

Counsel. 

(D) The referral is to include, but need not be limited to, the following information 

(1) The name(s) of and, if possible, the contact information for, the entity(ies) that allegedly took the 

action(s) that constituted the alleged Market Violation(s); 

 



 

(2) The date(s) or time period during which the alleged Market Violation(s) occurred and whether the 

alleged wrongful conduct is ongoing; 

(3) The specific rule or regulation, and/or tariff provision, that was allegedly violated, or the nature of 

any inappropriate dispatch that may have occurred; 

(4) The specific act(s) or conduct that allegedly constituted the Market Violation; 

(5) The consequences to the market resulting from the acts or conduct, including, if known, an 

estimate of economic impact on the market; 

(6) If the Internal Market Monitor or External Market Monitor believes that the act(s) or conduct 

constituted a violation of the anti-manipulation rule of Part 1c of the Commission’s Rules and 

Regulations, 18 C.F.R. Part 1c, a description of the alleged manipulative effect on market prices, 

market conditions, or market rules;  

(7) Any other information the Internal Market Monitor or External Market Monitor believes is 

relevant and may be helpful to the Commission. 

(E) Following a referral to the Commission, the Internal Market Monitor or External Market Monitor is to 

continue to notify and inform the Commission of any information that the Internal Market Monitor or 

External Market Monitor learns of that may be related to the referral, but the Internal Market Monitor 

or External Market Monitor is not to undertake any investigative steps regarding the referral except at 

the express direction of the Commission or Commission staff. 

 

III.A.20. Protocol on Referrals to the Commission of Perceived Market Design Flaws and 

Recommended Tariff Changes. 

(A) The Internal Market Monitor or External Market Monitor is to make a referral to the Commission in 

all instances where the Internal Market Monitor or External Market Monitor has reason to believe 

market design flaws exist that it believes could effectively be remedied by rule or tariff changes.  The 

Internal Market Monitor or External Market Monitor must limit distribution of its identifications and 

recommendations to the ISO and to the Commission in the event it believes broader dissemination 

could lead to exploitation, with an explanation of why further dissemination should be avoided at that 

time. 

(B) All referrals to the Commission relating to perceived market design flaws and recommended tariff 

changes are to be in writing, whether transmitted electronically, by fax, mail, or courier.  The Internal 

Market Monitor or External Market Monitor may alert the Commission orally in advance of the 

written referral. 

 



 

(C) The referral should be addressed to the Commission’s Director of the Office of Energy Market 

Regulation, with copies directed to both the Director of the Office of Enforcement and the General 

Counsel. 

(D) The referral is to include, but need not be limited to, the following information. 

(1) A detailed narrative describing the perceived market design flaw(s); 

(2) The consequences of the perceived market design flaw(s), including, if known, an estimate of 

economic impact on the market; 

(3) The rule or tariff change(s) that the Internal Market Monitor or External Market Monitor believes 

could remedy the perceived market design flaw; 

(4) Any other information the Internal Market Monitor or External Market Monitor believes is 

relevant and may be helpful to the Commission. 

(E) Following a referral to the Commission, the Internal Market Monitor or External Market Monitor is to 

continue to notify and inform the Commission of any additional information regarding the perceived 

market design flaw, its effects on the market, any additional or modified observations concerning the 

rule or tariff changes that could remedy the perceived design flaw, any recommendations made by the 

Internal Market Monitor or External Market Monitor to the regional transmission organization or 

independent system operator, stakeholders, market participants or state commissions regarding the 

perceived design flaw, and any actions taken by the regional transmission organization or 

independent system operator regarding the perceived design flaw. 

 

III.A.21  Review of Offers From New Resources in the Forward Capacity Market. 

The Internal Market Monitor shall review offers from new resources in the Forward Capacity Auction as 

described in this Section III.A.21. 

 

III.A.21.1  Offer Review Trigger Prices. 

For each new technology type, the Internal Market Monitor shall establish an Offer Review Trigger Price. 

Offers in the Forward Capacity Auction at prices that are equal to or above the relevant Offer Review 

Trigger Price will not be subject to further review by the Internal Market Monitor. A request to submit 

offers in the Forward Capacity Auction at prices that are below the relevant Offer Review Trigger Price 

must be submitted in advance of the Forward Capacity Auction as described in Sections III.13.1.1.2.2.3 or 

III.13.1.4.2.4 and shall be reviewed by the Internal Market Monitor as described in this Section III.A.21. 

 

III.A.21.1.1  Offer Review Trigger Prices for the Ninth Forward Capacity Auction. 

 



 

For resources other than New Import Capacity Resources, the Offer Review Trigger Prices for the ninth 

Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 2018) shall be as 

follows: 

 

Generation Resources 

Technology Type Offer Review Trigger Price ($/kW-month) 

combustion turbine $13.424  

combined cycle gas turbine $8.866  

on-shore wind $10.320 

  Demand Resources - Commercial and Industrial 

Technology Type Offer Review Trigger Price ($/kW-month) 
Load Management and/or previously 

installed Distributed Generation $1.145  

new Distributed Generation based on generation technology type 

Energy Efficiency $0.000  

  Demand Resources – Residential 

Technology Type Offer Review Trigger Price ($/kW-month) 

Load Management $7.094  

previously installed Distributed Generation $1.145 

new Distributed Generation based on generation technology type 

Energy Efficiency $0.000  
 

Other Resources 
All other technology types Forward Capacity Auction Starting Price 

 

 
 
Where a new resource is composed of assets having different technology types, the resource’s Offer 

Review Trigger Price will be calculated in accordance with the weighted average formula in Section 

III.A.21.2(c). 

 

 



 

For purposes of determining the Offer Review Trigger Price of a Demand Resource composed in whole 

or in part of Distributed Generation, the Distributed Generation is considered new, rather than previously 

installed, if (1) the Project Sponsor for the new Demand Resource has participated materially in the 

development, installation or funding of the Distributed Generation during the five years prior to 

commencement of the Capacity Commitment Period for which the resource is being qualified for 

participation, and (2) the Distributed Generation has not been assigned to a Demand Resource with a 

Capacity Supply Obligation in a prior Capacity Commitment Period. 

 

For a New Import Capacity Resource that is backed by a single new External Resource and that is 

associated with an investment in transmission that increases New England’s import capability, the Offer 

Review Trigger Prices in the table above shall apply, based on the technology type of the External 

Resource. 

For any other New Import Capacity Resource, the Offer Review Trigger Price shall be $0.00/kW-month. 

 

III.A.21.1.2  Calculation of Offer Review Trigger Prices. 

(a) The Offer Review Trigger Price for each of the technology types listed above shall be recalculated 

using updated data no less often than once every three years. Where any Offer Review Trigger Price is 

recalculated, the Internal Market Monitor will review the results of the recalculation with stakeholders 

and the new Offer Review Trigger Price shall be filed with the Commission prior to the Forward Capacity 

Auction in which the Offer Review Trigger Price is to apply. 

 

(b) For new generation resources, the methodology used to recalculate the Offer Review 

Trigger Price pursuant to subsection (a) above is as follows. Capital costs, expected non-capacity 

revenues and operating costs, assumptions regarding depreciation, taxes and discount rate are input into a 

capital budgeting model which is used to calculate the break-even contribution required from the Forward 

Capacity Market to yield a discounted cash flow with a net present value of zero for the project. 

The Offer Review Trigger Price is set equal to the year-one capacity price output from the 

model. The model looks at 20 years of real-dollar cash flows discounted at a rate (Weighted Average Cost 

of Capital) consistent with that expected of a project whose output is under contract (i.e., a contract 

negotiated at arm’s length between two unrelated parties). 

 
(c) For new Demand Resources comprised of Energy Efficiency, the methodology used to recalculate the 

Offer Review Trigger Price pursuant to subsection (a) above shall be the same as that used for new 

generation resources, with the following 

 



 

exceptions. First, the model takes account of all costs incurred by the utility and end-use 

customer to deploy the efficiency measure. Second, rather than energy revenues, the model 

recognizes end-use customer savings associated with the efficiency programs. Third, the model 

assumes that all costs are expensed as incurred. Fourth, the benefits realized by end-use 

customers are assumed to have no tax implications for the utility. Fifth, the model discounts 

cash flows over the Measure Life of the energy efficiency measure. 

 

(d) For new Demand Resources other than Demand Resources comprised of Energy Efficiency, the 

methodology used to recalculate the Offer Review Trigger Price pursuant to subsection (a) above is the 

same as that used for new generation resources, except that the model discounts cash flows over the 

contract life.  For Demand Resources (other than those comprised of Energy Efficiency) that are 

composed primarily of large commercial or industrial customers that use pre-existing equipment or 

strategies, incremental costs include new equipment costs and annual operating costs such as customer 

incentives and sales representative commissions.  For Demand Resources (other than Demand Resources 

comprised of Energy Efficiency) primarily composed of residential or small commercial customers that 

do not use pre-existing equipment or strategies, incremental costs include equipment costs, customer 

incentives, marketing, sales, and recruitment costs, operations and maintenance costs, and software and 

network infrastructure costs. 

 

(e) For years in which no full recalculation is performed pursuant to subsection (a) above, the Offer 

Review Trigger Prices will be adjusted as follows: 

 

(1) Each line item associated with capital costs that is included in the capital budgeting model will be 

associated with the indices included in the table below: 

 

Cost Component Index 
gas turbines BLS-PPI "Turbines and Turbine Generator Sets" 
steam turbines BLS-PPI "Turbines and Turbine Generator Sets" 
wind turbines Bloomberg Wind Turbine Price Index 
Other Equipment BLS-PPI "General Purpose Machinery and Equipment" 
construction labor BLS “Quarterly Census of Employment and Wages”  2371 Utility 

System Construction Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

other labor BLS “Quarterly Census of Employment and Wages” 2211 Power 

 



 

Generation and Supply Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

materials BLS-PPI "Materials and Components for Construction" 
electric interconnection BLS - PPI "Electric Power Transmission, Control, and Distribution" 
gas interconnection BLS - PPI "Natural Gas Distribution: Delivered to ultimate 

consumers for the account of others (transportation only)” 
fuel inventories Federal Reserve Bank of St. Louis “Gross Domestic Product: Implicit 

Price Deflator (GDPDEF)” 
 

(2) Each line item associated with fixed operating and maintenance costs that is included in the capital 

budgeting model will be associated with the indices included in the table below:  

 

Cost Component Index 
labor, administrative and general BLS “Quarterly Census of Employment and Wages” 2211 Power 

Generation and Supply Average Annual Pay: 
- Combustion turbine and combined cycle gas turbine costs to 

be indexed to values corresponding to the location of 
Hampden County, Massachusetts 

- On-shore wind costs to be indexed to values corresponding to 
the location of Cumberland County, Maine 

materials and contract services BLS-PPI "Materials and Components for Construction" 
site leasing costs  Federal Reserve Bank of St. Louis “Gross Domestic Product: Implicit 

Price Deflator (GDPDEF)” 
 

(3) For each line item in (1) and (2) above, the ISO shall calculate  a multiplier that is equal to the average 

of values published during the most recent 12 month period available at the time of making the 

adjustment divided by the average of the most recent 12 month period available at the time of establishing 

the Offer Review Trigger Prices for the ninth FCA reflected in the table in Section III.A.21.1.1 above. 

The value of each line item associated with capital costs and fixed operating and maintenance costs 

included in the capital budgeting model for the ninth FCA will be adjusted by the relevant multiplier.  

 

(4) The energy and ancillary services offset values for each technology type in the capital budgeting 

model shall be adjusted by inputting to the capital budgeting model the most recent Henry Hub natural 

gas futures prices from the time of the update through the end of the Capacity Commitment Period 

associated with the relevant FCA, and the Massachusetts Hub On-Peak electricity prices and the 

Algonquin City Gates natural gas prices for the 12 months following the time of the update, as published 

by the CME Group.   

 



 

 

(5) Renewable energy credit values in the capital budgeting model shall be updated based on the most 

recent MA Class 1 REC price for the vintage closest to the first year of the Capacity Commitment Period 

associated with the relevant FCA as published by SNL Financial.  

 

(6) The capital budgeting model and the Offer Review Trigger Prices adjusted pursuant to this subsection 

(e) will be published on the ISO’s web site.  

 

(7) If any of the values required for the calculations described in this subsection (e) are unavailable, then 

comparable values, prices or sources shall be used. 

 

III.A.21.2  New Resource Offer Floor Prices. 

For every new resource participating in a Forward Capacity Auction, the Internal Market Monitor shall 

determine a New Resource Offer Floor Price, as described in this Section III.A.21.2. 

 

(a) For a new capacity resource that does not submit a request to submit offers in the Forward 

Capacity Auction at prices that are below the relevant Offer Review Trigger Price as described in 

Sections III.13.1.1.2.2.3 or III.13.1.4.2.4, the New Resource Offer Floor Price shall be equal to the Offer 

Review Trigger Price applicable to the relevant technology type. 

 

(b) For a new capacity resource that does submit a request to submit offers in the Forward Capacity 

Auction at prices that are below the relevant Offer Review Trigger Price as described in Sections 

III.13.1.1.2.2.3 and III.13.1.4.2.4, the Internal Market Monitor shall enter all relevant resource costs 

and non-capacity revenue data, as well as assumptions regarding depreciation, taxes, and 

discount rate into the capital budgeting model used to develop the relevant Offer Review Trigger 

Price and shall calculate the break-even contribution required from the Forward Capacity Market 

to yield a discounted cash flow with a net present value of zero for the project. The Internal Market 

Monitor shall compare the requested offer price to this capacity price estimate. 

 

(i) The Internal Market Monitor will exclude any out-of-market revenue sources 

from the cash flows used to evaluate the requested offer price. Out-of-market revenues 

are any revenues that are: (a) not tradable throughout the New England Control Area or 

that are restricted to resources within a particular state or other geographic sub-region; or 

(b) not available to all resources of the same physical type within the New England 

 



 

Control Area, regardless of the resource owner. Expected revenues associated with 

economic development incentives that are offered broadly by state or local government 

and that are not expressly intended to reduce prices in the Forward Capacity Market are 

not considered out-of-market revenues for this purpose. In submitting its requested offer 

price, the Project Sponsor shall indicate whether and which project cash flows are 

supported by a regulated rate, charge, or other regulated cost recovery mechanism. If the 

project is supported by a regulated rate, charge, or other regulated cost recovery 

mechanism, then that rate will be replaced with the Internal Market Monitor estimate of energy 

revenues. Where possible, the Internal Market Monitor will use like-unit historical production, 

revenue, and fuel cost data. Where such information is not available (e.g., there is no resource of 

that type in service), the Internal Market Monitor will use a forecast provided by a credible third 

party source. The Internal Market Monitor will review capital costs, discount rates, depreciation 

and tax treatment to ensure that it is consistent with overall market conditions. Any assumptions 

that are clearly inconsistent with prevailing market conditions will be adjusted. 

 

(ii) For a new Demand Resource, the resource’s costs shall 

include all expenses, including incentive payments, equipment costs, marketing and 

selling and administrative and general costs incurred by the Demand Response provider and end-

use customers to acquire the Demand Resource. Revenues shall include all non-capacity 

payments expected from the ISO-administered markets made for services delivered from the 

Demand Resource, and expected costs avoided by the end-use customer as a direct result of the 

installation or implementation of the Demand Resource. 

 

(iii) For a new capacity resource that has achieved commercial operation prior to the New 

Capacity Qualification Deadline for the Forward Capacity Auction in which it seeks to 

participate, the relevant capital costs to be entered into the capital budgeting model will be the 

undepreciated original capital costs adjusted for inflation. For any such resource, the prevailing 

market conditions will be those that were in place at the time of the decision to construct the 

resource. 

 

 (iv) Sufficient documentation and information must be included in the resource’s 

qualification package to allow the Internal Market Monitor to make the determinations 

described in this subsection (b). Such documentation should include all relevant financial 

estimates and cost projections for the project, including the project’s pro-forma financing 

 



 

support data. For a new capacity resource that has achieved commercial operation prior to the 

New Capacity Qualification Deadline, such documentation should also include all relevant 

financial data of actual incurred capital costs, actual operating costs, and actual revenues since the 

date of commercial operation. If the supporting documentation and information required by this 

subsection (b) is deficient, the Internal Market Monitor, at its sole discretion, may consult with 

the Project Sponsor to gather further information as necessary to complete its analysis. If after 

consultation, the Project Sponsor does not provide sufficient documentation and information for 

the Internal Market Monitor to complete its analysis, then the resource’s New Resource Offer 

Floor Price shall be equal to the Offer Review Trigger Price. 

 

(v) If the Internal Market Monitor determines that the requested offer price is 

consistent with the Internal Market Monitor’s capacity price estimate, then the resource’s 

New Resource Offer Floor Price shall be equal to the requested offer price. 

 

(vi) If the Internal Market Monitor determines that the requested offer price is not 

consistent with the Internal Market Monitor’s capacity price estimate, then the resource’s 

New Resource Offer Floor Price shall be set to a level that is consistent with the capacity price 

estimate, as determined by the Internal Market Monitor. Any such determination will be 

explained in the resource’s qualification determination notification and will be filed with 

the Commission as part of the filing described in Section III.13.8.1. 

 

(c ) For a new capacity resource composed of assets having different technology types the Offer Review 

Trigger Price shall be the weighted average of the Offer Review Trigger Prices of the asset technology 

types of the assets that comprise the resource, based on the expected capacity contribution from each asset 

technology type.  Sufficient documentation must be included in the resource’s qualification package to 

permit the Internal Market Monitor to determine the weighted average Offer Review Trigger Price. 

 

 

III.A.21.3  Special Treatment of Certain Out-of-Market Capacity Resources in the Eighth 

Forward Capacity Auction. 

For the eighth Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 

2017), the provisions of Sections III.A.21.1 and III.A.21.2 shall also apply to certain resources that 

cleared in the sixth Forward Capacity Auction (for the Capacity Commitment Period beginning on June 1, 

2015) and/or the seventh Forward Capacity Auction (for the Capacity Commitment Period beginning on 

 



 

June 1, 2016), as follows: 

 

 (a) This Section III.A.21.3 shall apply to: (i) any capacity clearing in the sixth or seventh Forward 

Capacity Auction as a New Generating Capacity Resource or New Import Capacity Resource designated 

as a Self-Supplied FCA Resource; and (ii) any capacity clearing in the sixth or seventh Forward Capacity 

Auction from a New Generating Capacity Resource, New Import Capacity Resource, or New Demand 

Resource at prices found by the Internal Market Monitor to be not consistent with either: (a) the 

resource’s long run average costs net of expected net revenues other than capacity revenues for a New 

Generating Capacity Resource and a New Demand Resource or (b) opportunity costs for a New Import 

Capacity Resource. 

 

(b) For the eighth Forward Capacity Auction, the capacity described in subsection (a) above shall receive 

Offer Review Trigger Prices as described in Section III.A.21.1 and New Resource Offer Floor Prices as 

described in Section III.A.21.2. These values will apply to such capacity in the conduct of the eighth 

Forward Capacity Auction as described in Section III.13.2.3.2. 

 

(c) For the eighth Forward Capacity Auction, the Project Sponsor or Lead Market Participant for such 

capacity may be required to comply with some or all of the qualification provisions applicable to new 

resources described in Section III.13.1. These requirements will be determined by the ISO on a case-by- 

case basis in consultation with the Project Sponsor or Lead Market Participant. 

 

(d) For any capacity described in subsection (a) above that does not clear in the eighth Forward Capacity 

Auction: 

 

(i) any prior election to have a Capacity Clearing Price and Capacity Supply Obligation 

continue to apply for more than one Capacity Commitment Period made pursuant to 

Section III.13.1.1.2.2.4 or Section III.13.1.4.2.2.5 shall be terminated as of the beginning 

of the Capacity Commitment Period associated with the eighth FCA (beginning June 1, 

2017); and 

 

(ii) after the eighth Forward Capacity Auction, such capacity will be deemed to have 

never been previously counted as capacity, such that it meets the definition, and must 

meet the requirements, of a new capacity resource for the subsequent Forward Capacity 

Auction in which it seeks to participate.
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WINTER 2013-14 RELIABILITY SOLUTIONS 

 

III.K.1. Purpose and Sunset. 

The ISO is procuring four services described in this Appendix K to mitigate potential fuel-related system 

reliability issues within New England during the 2013-2014 winter season.  The services, to be provided 

from December 1, 2013 through February 28, 2014, are (a) establishment of a specified amount of fuel oil 

inventory by oil-fired Generator Assets to be in inventory prior to December 1, 2013, (b) delivery of a 

specified amount of fuel inventory during the program period, (c) demonstrated ability to operate on a 

secondary fuel by dual-fuel Generator Assets, and (d) additional reductions in demand and/or provision of 

net supply by demand response assets.  This Appendix K also permits all dual fuel units, including those 

that do not provide any of the aforementioned services pursuant to this Appendix K, to operate on, and 

include in their Supply Offers, their higher-priced fuel.  

This Appendix K, with attachment, sets out (1) a process for Market Participants to submit bids to provide 

one or more of these four services for the 2013-2014 winter season, (2) the procedures for the ISO’s 

review of bids, and (3) the terms and conditions on which the services must be provided if a bid is 

accepted.   

Unless expressly stated otherwise, this Appendix K does not vary any other terms or conditions contained 

in the Tariff and other governing documents.  This Appendix K shall expire on March 1, 2014.   All rights 

and obligations pertaining to payments, charges and default shall survive the expiration of this Appendix 

K to the extent necessary. 

III.K.2. Eligibility and Requirements for all Services; Bidding and Acceptance Process. 

Only Market Participants may provide the services described in this Appendix K.  Participating Generator 

Assets must be modeled in the EMS and dispatchable as described in Operating Procedure #14.  To 

submit a bid, a Market Participant must complete the bid sheet attached hereto by the date noted thereon.  

The ISO may request additional information to verify the information contained in a bid sheet, or seek 

clarification of any item in a bid sheet.   

 

Offers included in bid sheets shall be rationable, such that the ISO may accept a portion of an offered 

quantity at the per unit price, following consultation with the relevant Market Participant.  The ISO will 

notify Market Participants of the acceptance and rejection of bids on or before August 26, 2013.    
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The ISO will file with the Commission, pursuant to Section 205 of the FPA, a list of the selected Market 

Participants and the prices that they will be paid, and will include a description of the evaluation process 

in the filing.    

 

The selection of bids by the ISO is conditional upon the Commission’s approval of (i) Appendix K and 

(ii) the above-referenced filing of the selected Market Participants.  If the ISO hasn’t received all 

necessary material Commission approvals by November 1, the ISO shall, for each day that a Commission 

order is delayed, take the following actions for affected assets:  delay the start of the program; push back 

program dates (other than the termination date); and reduce the length of the program.  In the event of a 

delay, the ISO shall file a notice with the Commission explaining the delay. 

 

III.K.3. Eligibility and Requirements for Fuel Oil Storage Service.  

Pursuant to this service, Market Participants with oil-fired Generator Assets and dual fuel Generator 

Assets that are able to switch to oil as their secondary liquid fuel within five hours will establish an 

“initial block” of fuel oil inventory as of December 1, 2013 as described in Section III.K.3(a).  Market 

Participants with dual-fuel generator assets with natural gas as a primary fuel and either distillate oil or 

ultra-low sulfur diesel as the secondary fuel that are able to switch to oil as their secondary fuel within 

five hours are eligible to replenish inventory during the program period with a replenishment block, as 

described in Section III.K.3(b).   

Each Market Participant that has a bid accepted by the ISO for this service is subject to the following 

requirements: 

(a) Initial block; quantity; date in service.  Each Market Participant must have, as of December 1, 

2013, sufficient inventory to provide its specified quantity of Energy at an hourly rate up to its 

specified hourly output capability, all as described in its accepted bid sheet and as audited in 

accordance with Section III.K.7.   

(b) Replenishment block; quantity; date in service.  Each Market Participant with a dual-fuel 

generator asset with natural gas as a primary fuel and either distillate oil or ultra-low sulfur diesel 

as the secondary fuel that is awarded a replenishment block shall provide sufficient replenishment 

inventory to provide its specified quantity of Energy at an hourly rate up to its specified hourly 

output capability, all as described in its accepted bid sheet and as audited in accordance with 

Section III.K.7.  In order to offer a replenishment block, a Market Participant must have offered, 

in accordance with Section III.K.3(a), one or more initial inventory block(s) that together are 

equal to a full tank. Replenishment blocks may each be any quantity of oil up to the size of the 
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tank capacity.  A maximum of four offer blocks including no more than three replenishment 

blocks may be offered.   

Market Participants providing replenishment inventory service described in this Section III.K.3(b) 

shall be required to replenish up to the amount of fuel inventory service under Section III.K.3(a) 

within five days of reducing their commitment under Section III.K.3(a) by one-third, until the 

MWh quantity sold in initial and replenishment blocks has been met by the sum of (post-

December 1, 2013 oil dispatch plus remaining oil in the tank), or March 1, 2013, whichever 

comes first. 

(c) Fuel Use.  Market Participants shall use the fuel inventory specified in their accepted bid sheets 

for Energy production only.  Market Participants may not sell or transfer their fuel inventory or 

take any other action that is inconsistent with ensuring the availability of the fuel for Energy 

production in accordance with this Appendix K during the program period, provided that Market 

Participants may allow use of committed oil inventory by multiple Generator Assets located at the 

same site and sharing a common storage tank(s) for oil inventory, if such shared use is identified 

on the related Generator Assets’ bid sheets and provided that all Generating Assets sharing the 

committed oil inventory comply with Section III.K.3(e).   

(d) Term.  Obligations created by this Section III.K.3 will lapse on the earlier of February 28, 2014 

at 24:00 or on the date on which the Energy provided has fully depleted the offered oil inventory. 

(e) Supply Offers, Dispatch and Operation.  Regardless of whether they have a Capacity Supply 

Obligation, Market Participants must submit Supply Offers for oil-fired Generator Assets into the 

Day-Ahead Energy Market and Real-Time Energy Market at the Generator Assets’ Economic 

Maximum Limit for each hour of the Operating Day.  The price parameter of the Supply Offer 

when offering on oil must be at or above the Generator Asset’s Reference Level as determined 

pursuant to Section III.A.7.2, unless ISO System Operations approves a Self-Schedule for the 

Generator Asset in the Real-Time Energy Market.  Oil-fired Generator Assets and dual fuel assets 

offering on oil are precluded from Self-Scheduling in the Day-Ahead Energy Market except when 

the Market Participant reasonably expects the oil price index to be at or below the gas price index 

on the Operating Day.  If the Generator Asset is not subject to a Capacity Supply Obligation, the 

Generator Asset’s Economic Maximum Limit must be equal to its Real-Time High Operating 

Limit. 
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(f) Outages.  If a Market Participant takes a maintenance outage, forced outage or planned outage 

for a Generator Asset, the Market Participant will be subject to the charges set forth in Section 

III.K.9 below. 

III.K.4. Eligibility and Requirements for Dual Fuel Testing Service.  

Market Participants with dual-fuel Generator Assets that submit bid sheets for the fuel inventory service 

outlined in Section III.K.3 and indicate that they are a dual fuel unit with a “time to switch” of five hours 

or less must demonstrate the ability to operate on oil as a secondary liquid fuel before December 1.  From 

an online state, the Generator Asset must switch fuels within five hours and, if the Generator Asset must 

shut down to perform the switch, must return to operation at its Economic Minimum Limit within the 

specified time.  The duration of testing shall be based on design and manufacturing specifications but 

must include a minimum of sixty minutes of operation on oil at the Generator Asset’s Economic 

Maximum Limit. The Market Participant shall not use the oil inventory specified in the accepted bid 

sheets for testing purposes. 

 

A plan for completing the switching capability test must be submitted by the Market Participant with its 

bid sheet, and shall be subject to the ISO’s review and approval.  The Generator Asset’s Lead Market 

Participant shall certify that the test was successful. 

The Supply Offers during testing must be at or below the Generator Asset’s Reference Level for operation 

on oil.  The test will be compensated as set forth in Section III.K.8.   

III.K.5. Eligibility and Requirements for Demand Response Service.  

All defined terms used in this Section III.K.5 shall have the same meanings as if the asset were a Real-

Time Demand Response Asset or Real-Time Emergency Generation Asset. 

Market Participants with an asset located within the New England Control Area with a positive Demand 

Response Baseline (showing energy consumption at the Retail Delivery Point), including an asset with 

behind-the-meter generation capable of reducing demand from the electric system and delivering any net 

supply, are eligible to submit a bid pursuant to this Appendix K.  Assets mapped to a Real-Time Demand 

Response Resource are eligible to bid, subject to the additional requirements specified below, and 

provided that the capacity supplied by these assets is in addition to the Capacity Supply Obligation, as of 

June 1, 2013, of the Real-Time Demand Response Resource to which the asset is mapped.   

Except for assets mapped to a Real-Time Demand Response Resource, an asset may consist of an 

aggregation of individual end-use facilities so long as those facilities are located within the same Dispatch 
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Zone, and provided further that such aggregation does not result in a quantity of demand reduction and 

net supply of 5 MW or greater at a single Node.   

The following asset types are not eligible to provide services under this Section III.K.5:  (i) Real-Time 

Emergency Generation Assets, (ii) any asset that is dependent upon a non-firm or an additional supply of 

natural gas to produce demand reductions or net supply, and (iii) any asset that participates in the energy 

market pursuant to Section III.1 of the Tariff. 

Each Market Participant that has a bid accepted by the ISO for this service is subject to the following 

additional requirements from December 1, 2013 through February 28, 2014: 

(a) In service.  By December 1, 2013, participating assets must, in accordance with the existing 

requirements for Real-Time Demand Response Assets and Real-Time Emergency Generation 

Assets:  (1) be registered with the ISO, (2) have meters installed and operational, (3) have a valid 

Demand Response Baseline, (4) have a Demand Designated Entity to which Dispatch Instructions 

are communicated, and (5) otherwise be fully ready to respond. 

(b) Size of Program and Assets.  Each participating asset shall provide at least 100 kW of 

capability.  No more than 200 assets shall be accepted by the ISO pursuant to this Appendix K. 

(c) Metering. 

i. Market Participants must meet the metering requirements specified in Appendix III.E.2 

and the ISO New England manuals, with the exception that 5-minute meter data does not 

have to be reported to the ISO in real time for assets not mapped to a Real-Time Demand 

Response Resource.   

ii. To the extent that an asset consists of an aggregation of individual end-use facilities, 

Market Participants must submit a single set of interval meter data, as measured from 

each facility’s Retail Delivery Point, representing the sum of the metered demand of the 

end-use facilities comprising the asset.   

iii. Market Participants shall report meter data and may submit meter data corrections to the 

ISO using the Demand Response Market User Interface within 2.5 business days after the 

Operating Day.   

iv. Meter data corrections may be submitted during the 70-day period beginning with the 

first of the month following the operating month.  To the extent meter data affecting an 

asset’s performance measurement and passing all quality checks has not been submitted 
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by the initial settlement deadline (i.e., within 2.5 business days after the Operating Day), 

payments related to that asset shall be deferred to the resettlement process.   

v. In the event that valid meter data affecting an asset’s monthly performance measurement 

that passes all quality checks is not submitted by the end of the 70-day data correction 

limit, payments related to that asset for the month shall be forfeited. 

(d) Dispatch. 

i. Assets must be available for dispatch in real time between hours ending 0600 and 2300 

on all days.   

ii. Assets will be dispatched by the ISO at its discretion prior to, or concurrent with, ISO 

New England Operating Procedure No. 4, Action 2.  The ISO may aggregate assets into 

blocks and dispatch only those assets comprising the blocks. 

iii. Each asset shall be required to respond to dispatch instructions no more than ten times.   

iv. The ISO will communicate Dispatch Instructions to the Demand Designated Entity 

specified by the Market Participant for each participating asset. 

v. Assets will be dispatched for their entire, committed MW quantity except in cases where 

such dispatch may cause or worsen a local reliability problem.  The ISO may, upon 

notification to the Demand Designated Entity, exclude from dispatch assets located in a 

particular Dispatch Zone, and/or individual assets where the committed MW quantity is 5 

MW or more.  

vi. Except as outlined in v. above, assets must produce the MW quantity accepted pursuant 

to this Appendix K within thirty minutes of the issuance of a Dispatch Instruction.   

vii. If assets mapped to a Real-Time Demand Response Resource are dispatched pursuant to 

this Appendix K concurrently with the dispatch of the Real-Time Demand Response 

Resource, and the amount of demand reduction plus any net supply produced in that 

interval is less than the Real-Time Demand Response Resource’s Capacity Supply 

Obligation plus the sum of the asset’s committed MW quantity pursuant to Appendix K, 

the amount of demand reduction plus any net supply produced shall be credited first to 

the Real-Time Demand Response Resource’s Capacity Supply Obligation and the 

remainder shall be credited pro-rata to each asset with an obligation pursuant to 

Appendix K based on asset performance. 

III.K.6. Selection of Program Participants.  
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The ISO shall select the bids that establish up to 2.4 million MWh of Energy at a target minimum oil 

dispatch rate of 4,000 MW per hour.  The replenishment service described in Section III.K.3(b) shall not 

exceed 0.36 million MWh of Energy.  In making its selections, the ISO shall consider relevant factors, 

including:  

 

(a) Cost (dollars/MWh) of providing the oil storage and demand response services 

(b) Asset’s historical availability and performance 

(c) Asset’s ability to respond within the Operating Day to contingencies and other changed 

conditions 

(d) Diversity of location and sensitivity to North/South and East/West constraints 

(e) Dual fuel capability  

(f) Replenishment capability 

The ISO may accept or reject any and all submissions received.   

III.K.7. Resource Auditing and Performance Monitoring.  

Market Participants providing the fuel inventory service described in Section III.K.3 shall maintain 

detailed fuel logs indicating the amount of fuel utilized during the Generator Asset’s operation.  Market 

Participants shall provide the logs, fuel inventory levels, and other relevant documentation, including fuel 

inventory receipts/documents, to the ISO upon request, and shall allow ISO staff or designees on-site to 

verify reported fuel levels, with reasonable prior notice. 

Market Participants providing the demand response service described in Section III.K.5 shall be audited 

by the ISO in the month of January if the asset was not dispatched or audited prior to the scheduled audit.  

During the audit, the ISO shall dispatch the asset without prior notice and assess its performance during 

the sixty minutes immediately following the end of the thirty-minute notification time.  The results of an 

audit will be treated and settled as though it were a dispatch to maintain thirty-minute Operating Reserve.  

Audits of assets mapped to Real-Time Demand Response Resources will be concurrent with audits of 

those resources.  If a Real-Time Demand Response Resource with a Capacity Supply Obligation is 

dispatched or audited, the performance of any assets providing demand response service pursuant to this 

Appendix K that are mapped to that resource shall be excluded from the performance of the resource if 

the audit is used as a Demand Resource Commercial Operation Audit.  The performance of assets 

dispatched or audited pursuant to this Appendix K shall be equal to the difference between the asset’s 

adjusted Demand Response Baseline, determined pursuant to Section III.8, and the asset’s meter reading 
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during the period of dispatch (after consideration of the thirty-minute notification time).  For purposes of 

establishing, computing, and adjusting an asset’s Demand Response Baseline, assets dispatched or 

audited pursuant to this Appendix K shall be treated like a dispatch or audit pursuant to Section III.13. 

III.K.8. Market Integration and Participant Compensation.  

Payments described in Sections III.K.8(a) and III.K.8(c) shall be made through the ISO’s settlements 

system directly to the Market Participant in the month after the ISO makes the collections referenced in 

Section III.K.10.  Payments described in Section III.K.8(b) shall be made through the ISO’s settlements 

system directly to the Market Participant in the billing cycle in which the test occurs. 

(a) Oil Inventory Services.  Market Participants providing the oil inventory services described in 

Section III.K.3 shall be compensated under this Appendix K through a payment for each of 

December, January and February, less applicable charges, as described below.  The payments 

shall be in addition to payments pursuant to the ISO Tariff for Energy, Ancillary Services or other 

services, none of which shall be varied by operation of this Appendix K.  The payments shall be 

based on the Market Participant’s “as bid” prices.  

(b) Dual Fuel Testing.  In addition to the payments for oil inventory services, Generator Assets 

demonstrating their fuel switching capability, as described in Section III.K.4, shall be 

compensated via NCPC Credits for successful demonstrations of their ability to swap and operate 

on oil within five hours and otherwise in accordance with the Generator Asset’s approved test 

plan.  The Generator Asset’s Lead Market Participant shall certify that the test was successful. 

(c) Demand Response Services.   

i. Monthly Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described in 

Section III.K.5 shall be compensated under this Appendix K through a monthly payment 

of the bid price offered by the Market Participant multiplied by the average MW 

performance achieved by the asset in the month, provided that such payment shall not 

exceed 150% of the committed MW quantity.  The computation of average MW 

performance shall be the simple average of an asset’s performance in each five-minute 

interval during the month when dispatched pursuant to this Appendix K excluding the 

thirty-minute notification time.  If the asset was not dispatched or audited in the month of 

December, the payment for that asset for that month will be based on its average MW 

performance in response to dispatch (including a dispatch for an audit) in the following 
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month.  If an asset was not dispatched in January or February, but was dispatched or 

audited in a previous month, the asset’s payment for the month in which it was not 

dispatched will be based on its average MW performance in the most recent month in 

which the asset was dispatched or audited.   

ii. Monthly Payment for Assets Mapped to a Real-Time Demand Response Resource. 

The monthly payment for assets that are mapped to a Real-Time Demand Response 

Resource will be the product of the asset’s bid price, the average MW performance 

achieved by the asset in the month not to exceed 100% of the committed MW quantity, 

and the Performance Factor.  The computation of average MW performance shall be the 

simple average of an asset’s performance in each five-minute interval during the month 

when dispatched pursuant to this Appendix K excluding the thirty-minute notification 

time.  If an asset is dispatched in a month pursuant to Appendix K concurrently with the 

dispatch of the Real-Time Demand Response Resource to which it is mapped, a 

Performance Factor will be calculated as follows: 

Performance Factor = (Average Hourly FCM Performance – Average Hourly Dispatch MW) 

     Winter Obligation MW 

Average Hourly FCM Performance is the average hourly MW reduction amount 

(inclusive of any net supply) achieved during the month by the Real-Time Demand 

Response Resource to which the asset is mapped during dispatch or audit pursuant to 

Section III.13.  Average Hourly Dispatch MW is the average hourly MW reduction 

amount (inclusive of any net supply) in the Dispatch Instructions issued during the month 

pursuant to Section III.13 to the Real-Time Demand Response Resource to which the 

asset is mapped, which would not exceed the resource’s Capacity Supply Obligation.  

Winter Obligation MW is the committed quantity of the asset pursuant to Appendix K in 

MW.  The Performance Factor shall not exceed 1.0.  The Performance Factor for a month 

will apply to proposal payments in subsequent months during the term if, in those 

subsequent months, the Real-Time Demand Response Resource to which the 

participating asset is mapped is not dispatched or audited pursuant to Section III.13.  If 

the Real-Time Demand Response Resource to which the participating asset is mapped is 

not dispatched or audited pursuant to Section III.13 in the month of December 2013, an 

audit of the resource will be conducted in the month of January 2014.  The audit shall 

assess the resource’s ability to meet its Capacity Supply Obligation plus the sum of the 

committed quantity pursuant to Appendix K for assets mapped to the resource.  The 

10 
 



 

Performance Factor calculated during this audit will be applied to the month of 

December. 

iii. Energy Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described in 

Section III.K.5 shall also receive a monthly energy payment equal to the sum of the 

higher of the hourly Real-Time LMP for the Load Zone in which the asset is located or 

$250/MWh, multiplied by the asset’s MWh performance in each hour in response to 

Dispatch Instructions (and excluding any performance during the thirty-minute 

notification time) and multiplied by an avoided energy loss factor of 1.065 for the 

demand reduction portion of MWh performance, as follows:  

Winter DR Program Energy Payment =  

MAX ($250/MWh, Zonal LMP) x MWh Delivered x 1.065 

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is located.  

MWh Delivered is the performance of the asset in MWh calculated pursuant to Section 

III.K.7 during the hours of dispatch excluding any performance during the thirty-minute 

notification time and where the 1.065 factor applies only to the demand reduction portion 

of MWh Delivered and not to the net supply portion. 

 

iv. Energy Payment for Assets Mapped to a Real-Time Demand Response Resource.  

During hours in which an asset is dispatched concurrently with the hours in which it 

receives a demand curtailment schedule or initiates a Real-Time demand reduction 

pursuant to Appendix III.E, or with the dispatch of the Real-Time Demand Response 

Resource to which the asset is mapped, the Energy payment received by the asset 

pursuant to Appendix III.E or Section III.13.7.2.5.3 will be subtracted from the energy 

payment hereunder.  The energy payment for these assets will be computed as follows: 

Winter DR Program Energy Payment = 

MAX [(MAX ($250/MWh, Zonal LMP) x MWh Delivered) x 1.065 –  

TDR Payment, 0]  

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is located.  

MWh Delivered is the performance of the asset in MWh calculated pursuant to Section 

III.K.7 during the hours of dispatch excluding any performance during the thirty-minute 
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notification time.  TDR Payment is the Energy payment received by the asset pursuant to 

Section III.13.7.2.5.3 or Appendix III.E.  The 1.065 factor applies only to the demand 

reduction portion of MWh Delivered and not to the net supply portion. 

v. Voluntary Performance.  If the ISO dispatches an asset more than ten times, the asset’s 

response to those dispatches are voluntary, and any performance by the asset in response 

to those dispatches would not be used to calculate the monthly payment for services 

under this Appendix K or to assess charges for non-performance.  However, any Energy 

provided by the asset in response to these dispatches would be compensated as described 

in the preceding paragraphs. 

III.K.9. Non-Performance Charges.  

(a) Oil Inventory Services and Dual Fuel Switching.  The non-performance charges for Generator 

Assets providing the services described in Sections III.K.3 and III.K.4 are described below.  

While the per-barrel charges for failure to have inventory may exceed the compensation to 

Market Participants pursuant to this Appendix K, the resource unavailability charges shall not, in 

the aggregate, exceed the total of all monthly payments to Market Participants pursuant to Section 

III.K.8(a) hereof. 

i. Charges for failure to have committed inventory:  Beginning on December 1, for each day 

that any of the committed oil is not in inventory, the Market Participant will not receive that 

day’s program payment associated with the committed oil that is not in inventory. 

Beginning on January 1, for each day that any of the committed oil is not in inventory, the 

Market Participant will additionally be charged an amount equal to (the number of missing 

barrels multiplied by either $90 (if residual oil) or $117 (if distillate or diesel)) divided by 

the 90-day term of the program.   Notwithstanding the foregoing, the per barrel charges 

shall not apply if:  the failure to have committed inventory was due to an event of Force 

Majeure; the missing oil was used for Energy production on or after November 15; or the 

Market Participant provides evidence of a binding contract entered into on or before 

December 1 for delivery of oil on or before January 1.    

ii. For resource unavailability for any portion of an Operating Day:  the Market Participant 

will lose the pro rata portion of the current month’s payment for any unavailability of the 

entire Generator Asset while the Generator Asset has an unutilized portion of the agreed-

upon fuel inventory.  Unavailability shall be excused as a result of transmission line 

outages, but shall not be excused for planned outages, maintenance outages, forced outages 
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or Force Majeure events resulting from breakage or accident to machinery or equipment, 

regardless of whether it was beyond the control of the Market Participant.   

iii. For failure of dual fuel Generator Assets to successfully test or switch within five hours:  

from December 1, 2013 through February 28, 2014, Market Participants providing services 

pursuant to Sections III.K.3 and 4 will lose a pro rata portion of the monthly payments for 

(a) any hours in excess of five required to successfully switch to operation on oil, and (b) if 

the dual fuel unit has not successfully tested its ability to switch in accordance with Section 

III.K.4 by December 1, each day between December 1 and the date of a successful test. 

iv. Charges for any sale or transfer of the agreed-upon unused fuel inventory or other action 

that is inconsistent with ensuring the availability of the fuel for Energy production:  If the 

Market Participant sells or transfers any of the agreed-upon unused fuel inventory or takes 

any other action that is inconsistent with ensuring the availability of the fuel for Energy 

production in accordance with this Appendix K, except for transfers of oil as permitted by 

Section III.K.3(c), the Market Participant will, for each day that any of the committed oil is 

not in inventory, (a) not receive that day’s program payment associated with the committed 

oil that is not in inventory, and (b) additionally be charged an amount equal to (the current 

per-barrel market price of oil multiplied by the number of missing barrels) divided by the 

90-day term of the program..   

v. Charges for failure to replenish fuel inventory under Section III.K.3(b):  If the Market 

Participant fails to replenish its fuel inventory within six days of reducing its fuel inventory 

by one-third, for each day until replenishment occurs, the Market Participant will not 

receive that day’s program payment associated with the amount of oil in all outstanding 

replenishment blocks that have not been added to inventory.  Additionally, beginning on 

January 1, if the Market Participant fails to replenish its fuel inventory within eight days of 

reducing its fuel inventory by one-third, the Market Participant will be charged an amount 

equal to (the current per-barrel market price of oil multiplied by the number of barrels in all 

outstanding replenishment blocks that have not been added to inventory) divided by the 90-

day term of the program.  Notwithstanding the foregoing, if the failure to replenish was due 

to an event of Force Majeure, the per barrel charges shall not apply.    

(b) Demand Response Services.  The non-performance charges for assets providing the demand 

response services described in Section III.K.5 shall be: 
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i. For failure to reach 75% performance:  If the asset fails to achieve an average MW 

performance of at least 75% of the committed MW quantity in a month, the asset shall 

forfeit its proposal payment for that month and for any other month during the term for 

which such performance is utilized for settlement.   

ii. For failure to perform:  If, during the period of a dispatch (excluding the thirty-minute 

notification time), the asset delivers less MWh in any hourly interval compared to the 

MWh the asset was expected to deliver in the same hourly interval based on its committed 

MW quantity, the Market Participant shall be charged $250/MWh times the MWh shortfall 

in that hourly interval. 

iii. For failure to submit valid meter data:  the provisions of Section III.K.5 regarding forfeited 

payments shall apply. 

III.K.10. Program Cost Allocation. 

Customers shall be charged for the services provided pursuant to this Appendix K as set forth below.  All 

charges other than those set forth in Section III.K.10(b) shall be a miscellaneous Non-Hourly Charge on 

invoices.   

(a) Monthly compensation for oil inventory services pursuant to Section III.K.8(a) and for demand 

response services pursuant to Sections III.K.8(c)(i)-(ii) shall be allocated to Market Participants in 

proportion to the monthly sum of their Real-Time Load Obligation in the month in which the 

compensation is earned, excluding Real-Time Load Obligation associated with Dispatchable 

Asset Related Demand Resources (pumps only).   

(b) Compensation for each dual fuel test pursuant to Section III.K.8(b) shall be allocated to Market 

Participants in proportion to the daily sum of their Real-Time Load Obligation for the day on 

which the test occurred, excluding Real-Time Load Obligation associated with Dispatchable 

Asset Related Demand Resources (pumps only).   

(c) Hourly compensation for demand response services pursuant to Section III.K.8(c)(iii)-(iv) shall 

be allocated on an hourly basis proportionally to Market Participants with Real-Time Load 

Obligation for the hour in which the service was provided, excluding Real-Time Load Obligation 

associated with Dispatchable Asset Related Demand Resources (pumps only).  

(d) Non-performance charges collected pursuant to Sections III.K.9(a)(i)-III.K.9(a)(v), III.K.9(b)(i) 

and III.K.9(b)(iii) shall be refunded to Market Participants in proportion to the monthly sum of 
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their Real-Time Load Obligation in the month in which the related compensation was earned, 

excluding Real-Time Load Obligation associated with Dispatchable Asset Related Demand 

Resources (pumps only).  Non-performance charges collected pursuant to Section III.K.9(b)(ii) 

shall be refunded to Market Participants in proportion to their hourly Real-Time Load Obligation 

for the relevant hour, excluding Real-Time Load Obligation associated with Dispatchable Asset 

Related Demand Resources (pump only). 

III.K.11. Financial Assurance and Payment Default. 

No charges related to this Appendix K shall create additional Financial Assurance Obligations pursuant to 

the ISO New England Financial Assurance Policy, and the relevant sections of the ISO New England 

Financial Assurance Policy and the ISO New England Billing Policy shall not apply, including without 

limitation Section III.A of the Financial Assurance Policy and Sections 3.3(c), 3.10 and 3.11 of the ISO 

New England Billing Policy.   

 

Failure to pay any amounts due under this Appendix K will result in set-off in accordance with Sections 

3.3(b) and 3.6 of the ISO New England Billing Policy and suspension in accordance with Section 3.7 of 

the ISO New England Billing Policy.  Sections 3.3(e) through (j) of the ISO New England Billing Policy, 

which are related to the collection and socialization of defaults on the payment of ISO Charges, shall not 

apply.  Rather, a payment default by Real-Time Load Obligation on charges pursuant to this Appendix K 

shall be allocated pro-rata to Market Participants receiving payments for services rendered under this 

Appendix K.  Underpayment of non-performance charges shall result in a reduced refund pursuant to 

Section III.K.10 to Real-Time Load Obligation. 

 

III.K.12. Fuel Switching for All Dual Fuel Units. 

(a) Operation.  From the period December 1, 2013 through February 28, 2014, a Market Participant 

with a dual-fuel Generator Asset (whether or not providing services under this Appendix K) must 

notify the ISO of its intention to either (i) swap to and operate on its secondary fuel, or (ii) 

decommit.  If the ISO evaluates and rejects the decommitment request, the Market Participant 

will be permitted to decommit only for the period (if any) required to switch to its secondary fuel, 

which, for Generator Assets bound by the provisions of Section III.K.4, must not exceed five 

hours.  Upon request by the ISO, the Market Participant shall provide documentation that the 

secondary fuel was used during the period of the scheduled “swap,” as described in Section 

III.A.3.2.    
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(b) Supply Offers; Reference Levels.  If the Supply Offer at the start of the Operating Day reflects 

operation on the Generator Asset’s primary fuel and the Generator Asset swaps to the secondary 

fuel with the ISO’s approval, the ISO will use the secondary fuel’s Reference Level as the Supply 

Offer for the duration of the Operating Day, and all evaluations of bids and offers under 

Appendix A for market power mitigation shall utilize the secondary fuel type in the calculation of 

Reference Levels for the period of the Generator Asset’s commitment on the secondary fuel. 
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APPENDIX K BID SHEET 

WINTER 2013-14 RELIABILITY SOLUTIONS 

 

ISO-NE is reopening the bidding for winter reliability solutions.  Bid sheets previously submitted in 

conjunction with the original July 30, 2013 bid deadline may be modified and must be resubmitted by the 

bid deadline set forth below.  Bids that are not reconfirmed through resubmission will be deemed to be 

withdrawn.   

 

A completed electronic version of this bid sheet must be submitted to Customer Service at custserv@iso-

ne.com by August 19, 2013. Incomplete or late proposals may result in disqualification of the proposal.   

 

ISO-NE plans to identify selected Market Participants on or before August 26, 2013, with service 

commencing on December 1, 2013.  That said, selection by ISO-NE and the commencement date are 

conditional upon the Commission’s acceptance of (i) Appendix K, and (ii) the ISO’s filing of the selected 

participants, and the dates may be adjusted as necessary. 

 

Market Participants may make a proposal, using the files below, for any one or more of the services 

outlined in Appendix K.  Where applicable, each proposal must include one or more price/quantity pairs.  

Price/quantity offers shall be rationable, such that the ISO may accept a portion of an offered quantity at 

the pro rata price, following consultation by the ISO with the bidding Market Participant.  All Market 

Participants must complete the asset information chart included on this bid sheet.   

 

By submitting this bid sheet, a Market Participant:  certifies that all information contained herein 

(including the Asset Information) is accurate and that the offer complies with the provisions of Appendix 

K; commits to abide by the terms of Appendix K and perform in accordance with the Asset Information 

provided in this bid sheet; and agrees that the offers contained herein are binding and irrevocable, 

provided that, unless the ISO agrees to forego rationing, the ISO shall permit the withdrawal of an offer or 

portion thereof following the above-referenced consultation regarding rationing the offer. 

 

I. Generator Assets 

Market Participants seeking to provide the services outlined in Sections III.K.3 and III.K.4 must        

complete the Generator Bid Sheet below and submit a price proposal. 
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     Generator Bid Sheet (link to Excel spreadsheet will be here) 

  

II. Demand Response Assets 

Market Participants seeking to provide the services outlined in Section III.K.5 must complete the 

Demand Response Bid Sheet below and submit a price proposal. 

 

   Demand Response Bid Sheet (link to Excel spreadsheet will be here) 
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WINTER RELIABILITY SOLUTIONS 
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WINTER RELIABILITY SOLUTIONS 

 

III.K.1. Purpose and Sunset. 

The ISO is providing incentives for the four services described in this Appendix K in order to mitigate 

potential fuel-related system reliability issues within New England during the winter season.  The services 

are: (a) establishment of oil inventory by Generator Assets prior to December 1, (b) establishment of 

liquefied natural gas contracts by Generator Assets prior to December 1, (c) commissioning of dual-fuel 

capability by Generator Assets on or before December 1, 2016, and (d) additional reductions in demand 

and/or provision of net supply by demand response assets during the winter.   

This Appendix K sets out a process for Market Participants to provide one or more of these services, and 

the terms and conditions on which the services must be provided.   

Unless expressly stated otherwise, this Appendix K does not vary any other terms or conditions contained 

in the Tariff and other governing documents.  Unless extended, this Appendix K, other than Section 

III.K.5, shall expire on March 15, 2015, provided that all rights and obligations, including those 

pertaining to payments, charges and default, shall survive expiration to the extent necessary or made 

explicit herein.  Section III.K.5 shall expire on December 1, 2016. 

III.K.2. Eligibility and General Requirements. 

Only Market Participants may provide the services described in this Appendix K.  Participating Generator 

Assets must be modeled in the EMS and dispatchable as described in Operating Procedure #14.  

Regardless of whether they have a Capacity Supply Obligation, Market Participants providing services 

under Sections III.K.3 and III.K.4 must submit Supply Offers for participating Generator Assets into the 

Day-Ahead Energy Market and Real-Time Energy Market at the Generator Assets’ Economic Maximum 

Limit for each hour of the Operating Day during the winter.  Market Participants may not sell the fuel (or 

fuel rights) described in Sections III.K.3 through III.K.5 during the period in which they are obligated 

(which extends through and including the winter of 2017 for Generator Assets providing the dual fuel 

service described in Section III.K.5), or take any other action that is inconsistent with ensuring the 

availability of the fuel for Energy production and use in New England in accordance with this Appendix 

K.  To participate in one or more of the services, a Market Participant must notify the ISO by October 1 

(or, in the case of the dual fuel commissioning service described in Section III.K.5, December 1, 2014) 

and provide the detail specified below.  This notice shall be the Market Participant’s binding commitment 

to meet the relevant minimum requirements set forth in this Appendix K.  The ISO reserves the right to 
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reject any notice of proposed participation on any grounds, including the ISO’s concerns about the 

deliverability of the fuel or the past performance of the relevant Asset. 

Where used in this Appendix K, “usable” shall mean, with reference to oil inventory, the total inventory 

minus inventory unobtainable due to priming requirements, sediment and volume below the suction line.  

Where used with reference to storage capacity, “usable” shall mean the total shell capacity of a dedicated 

tank (including a dedicated tank at an adjacent location with direct pipeline transfer capability to the 

Generator Asset), minus the capacity of (i) unusable inventory, and (ii) vapor space at the top of the tank 

due to safety-fill and structural limitations.  Tanks removed from service due to structural damage or for 

long term repairs are not included in storage capacity calculations.  Tanks removed from service for 

economic considerations are included in storage capacity calculations.  Market Participants are 

responsible for determining and reporting usable storage capacity and usable oil inventory to the ISO. 

 

III.K.3. Oil Fuel Service.  

Pursuant to this service, Market Participants with oil-fired Generator Assets will secure fuel supply as of 

December 1 and will be eligible for compensation to allay some of the costs related to unused fuel at the 

end of the winter.   

(a) Eligibility.  To be eligible, Generator Assets must be capable of operating on oil.  Dual fuel 

Generator Assets are eligible to the extent that the ISO determines that they have demonstrated, 

or before January 1 will demonstrate, their ability to run on oil.  Generator Assets that share a fuel 

supply may participate only if all Generator Assets sharing the fuel supply participate, in which 

case the oil inventory levels described below will be calculated in the aggregate; provided that the 

ISO may exempt one or more Generator Assets from the requirement that all Generator Assets 

sharing a fuel supply must participate if the ISO determines at the beginning of the winter period 

that the Generator Asset(s) are reasonably expected to be out of service for the winter period. 

(b) December 1 Oil Inventory.  In the notice specified in Section III.K.2, the Market Participant 

must set forth the Generator Asset’s expected level of oil inventory on December 1.  The ISO will 

evaluate the Generator Asset’s inventory on December 1 and shall deem eligible for 

compensation the amount of a Generator Asset’s usable oil inventory that meets or exceeds the 

lesser of:  (i) 85% of the usable fuel storage capability and (ii) supply sufficient to operate the 

Generator Asset for 10 days at full load based on the Generator Asset’s winter Seasonal Claimed 

Capability; provided that a Generator Asset that needs additional time to achieve these minimum 

inventory levels shall have until January 1 to do so, although the inventory level on December 1 

will be used for the purpose of calculating compensation pursuant to Section III.K.3(d).  The 
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December 1 inventory level will be deemed to include:  (x) oil that the ISO determines was 

burned to produce electricity on and after November 15; and (y) a credit for oil that was burned in 

an audit of dual fuel capability occurring on or after November 15, provided that the oil used in 

the audit must be replenished by the later of January 1 or 15 days after the audit.  Failure to 

replenish the oil will result in ineligibility for any compensation pursuant to this Section III.K.3.  

(c) Measuring Inventory.  Participating Generator Assets must report their usable oil inventory 

levels to the ISO on the first of the month during the winter and as otherwise requested by the 

ISO.   

(d) Compensation.  Participating Generator Assets will be compensated after March 15 based on the 

formula below:  

(Eligible Inventory x Set Rate) x Performance Adjustment 
 

Eligible Inventory is the lesser of the December 1 Inventory, Maximum December 1 Inventory, 

and March 15 Inventory.  December 1 Inventory is calculated as set out in the second and third 

sentences of Section III.K.3(b).  Maximum December 1 Inventory is the lesser of (i) 95% of 

usable fuel storage capability and (ii) supply sufficient to operate the Generator Asset for 15 days 

at full load based on the Generator Asset’s winter Seasonal Claimed Capability.  March 15 

Inventory is the usable oil inventory on March 15, excluding any oil that (i) the Market 

Participant identifies as intended for use other than in the production of electricity by the 

Generator Asset, or (ii) is added to inventory after March 1.  Set Rate shall mean $18/barrel.  

Performance Adjustment shall mean:  

 

(Winter hours in which the Generator Asset was fully or partially available or in which the Generator 
Asset was fully unavailable as a result of an outage on the New England Transmission System) 

(Total number of winter hours) 

 

The March 15 Inventory shall be adjusted for any Market Participant that added oil inventory 

after February 1 that is subsequently sold.  To make this determination, the ISO shall monitor 

through November 30 the oil inventory levels of those Generator Assets that added oil inventory 

after February 1.  If the ISO determines that any oil is sold, the compensation will be recalculated 

and the Market Participant will be charged the difference between the original and recalculated 

amounts of compensation. 
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III.K.4. Liquefied Natural Gas Service. 

Pursuant to this service, Market Participants with gas-fired Generator Assets that may be supplied by a 

liquefied natural gas provider will secure fuel supply as of December 1 and will be eligible for 

compensation to allay some of the costs related to unused fuel at the end of the winter.   

(a) Eligibility.  To be eligible, gas-fired Generator Assets, including dual fuel Generator 

Assets, must be capable of receiving both pipeline gas and supplies of liquefied natural gas.     

(b) Proposed Contracts.  In the notice specified in Section III.K.2, the Market Participant 

must describe the contract for liquefied natural gas for which it proposes to receive compensation 

pursuant to this Section III.K.4.  The notice must specify the contract parties, and include the 

proposed contract volume and a commitment to ensure that the contract will meet the 

requirements outlined in Section III.K.4(c).  The ISO will review the notices and provide notice 

of provisional acceptance (pending the certification specified in Section III.K.4(c) below) of 

contracts that meet the criteria in the preceding sentence and that, in the aggregate, do not exceed 

6 BCF and the daily output of the providers of liquefied natural gas.  The ISO shall provisionally 

accept proposed contracts on a “first come/first served” basis and shall inform Generator Assets 

of their provisional acceptance by October 15.  

(c) Contract Review.  By December 1, Market Participants receiving provisional acceptance 

must present their executed contracts to the ISO along with a completed, executed certificate in 

the form of Attachment 1 on which the Market Participant avers that its contract includes:  a 

“take-or-pay” construct; the volume specified by the Market Participant pursuant to Section 

III.K.4(b) above; a term that spans, at a minimum, December 1 through the end of February 

(provided that the Generator Asset must be entitled to call the entire volume eligible for 

compensation within the winter period); the pipeline delivery point name and gas meter number 

of the submitting Generator Asset; and pipeline transportation to the meter of the Generator Asset 

(with indication of whether the gas supplier or another entity is providing the transportation).  

Contracts that do not include one or more of these terms will be rejected, and the ISO’s 

provisional acceptance will be withdrawn.   

(d) Measuring Use.  Participating Generator Assets must report their remaining contracted 

volumes to the ISO on the first of the month during the winter and as otherwise requested by the 

ISO, and provide other supporting documentation as required.   

(e) Compensation.  Participating Generator Assets will be compensated after March 1 based on the 

formula below:  
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(Unused Quantity x Set Rate) x Performance Adjustment 
 

Unused Quantity is the lesser of the December 1 and March 1 contract volumes, and may not 

exceed the amount of fuel necessary to permit the Generator Asset to operate for 4 days at full 

load based on the Generator Asset’s winter Seasonal Claimed Capability.  The Set Rate shall 

mean $3.00/MMBTU.  Performance Adjustment shall mean:  

 

(Winter hours in which the Generator Asset was fully or partially available or in which the Generator 
Asset was fully unavailable as a result of an outage on the New England Transmission System) 

(Total number of winter hours) 

III.K.5. Dual Fuel Commissioning Service.  

As set out in this Section III.K.5, Market Participants with gas-fired Generator Assets will receive 

compensation to allay some of the auditing costs incurred in commissioning oil-fired dual fuel capability. 

(a) Eligibility.  Gas-fired Generator Assets that have not demonstrated the ability to operate on oil on 

or after December 1, 2011 are eligible for compensation as set out in this Section III.K.5. 

(b) Plan.  By December 1, 2014, the Market Participant must submit to the ISO, for the ISO’s 

review, a plan to render the Generator Asset capable of operating on oil as an additional fuel.  The 

plan must specify the target date for commissioning.  The ISO will then determine a cap on the 

compensation for which the Market Participant is eligible if it achieves dual fuel capability.  The 

cap on compensation will be established based upon the following assumptions, and with 

reference to the information used by the Internal Market Monitor to calculate the Generator 

Asset’s cost-based reference level pursuant to Section III.A.7.5:  (a) 20 hours of Energy cost at 

full load operation if the target commissioning date is on or before December 1, 2015; (b) 10 

hours of Energy cost at full load operation if the target commissioning date is after December 1, 

2015 and on or before December 1, 2016; (c) three start-ups from a cold state on the secondary 

fuel; and (d) an estimate of Energy revenues that would be paid while the Generator Asset is 

auditing. 

(c) Successful Commissioning.  A Generator Asset will have been successfully commissioned to 

operate on oil if the ISO determines that, on or before December 1, 2016, the Generator Asset:  

(i) has an oil tank able to hold sufficient fuel to start the Generator Asset from a cold state and 

support its operation at its Economic Minimum Limit for the greater of four hours or the 

Generator Asset’s minimum run time; (ii) from an online state, demonstrates the ability to switch 

fuels within 8 hours and, if the Generator Asset must shut down to perform the switch, returns to 
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operation at its Economic Minimum Limit within eight hours; and (iii) demonstrates its ability to 

run on oil at its Economic Maximum Limit for 1 hour. 

(d) Compensation.  The ISO shall compensate the Generator Asset for its auditing costs, up to the 

amount of the cap established in III.K.5(b), through Section III.1.5.2(e)(iii) and Section III.F, the 

terms of which shall apply.  If the Generator Asset has a target commissioning date on or before 

December 1, 2015 and is not commissioned by December 1, 2015 but is successfully 

commissioned on or before December 1, 2016, its compensation cap shall be recalculated 

consistent with the rules in III.K.5(b) for a Generator Asset with a scheduled commissioning date 

after December 1, 2015, and the Generator Asset shall refund any payments made in excess of 

that recalculated cap.  If the Generator Asset is not successfully commissioned as described in 

Section III.K.5(c) on or before December 1, 2016, the Market Participant shall be required to 

repay the amount of auditing compensation that it received pursuant to this Section III.K.5.   

(e) Ongoing Fuel Inventory Obligations.  Every Generator Asset that has been  successfully 

commissioned pursuant to this Section III.K.5 must, as of each December 1 through and 

including December 1, 2017, have oil in its tank sufficient to start the Generator Asset from a 

cold state and to support its operation at its Economic Minimum Limit for the greater of four 

hours or the Generator Asset’s minimum run time, provided that the tank will be deemed to 

include:  (i) oil that the ISO determines was burned to produce electricity on and after November 

15; and (ii) a credit for oil that was burned in an audit of dual fuel capability for purposes of 

commissioning, provided that the oil used in the audit must be replenished by the later of January 

1 or 15 days after the audit.  In addition, a Generator Asset that has successfully commissioned its 

ability to operate on oil pursuant to this Section III.K.5 between December 1, 2014 and February 

1, 2015, must, within 15 days of that demonstration, have oil in its tank sufficient to start the 

Generator Asset from a cold state and support its operation at its Economic Minimum Limit for 

the greater of four hours or the Generator Asset’s minimum run time.  Generator Assets must 

report their usable oil inventory levels to the ISO on the first of the month during the winter and 

as otherwise requested by the ISO.  Generator Assets may be eligible for compensation for their 

fuel inventories pursuant to other sections of this Appendix K to the extent they meet the terms 

thereof. 

(f) Ongoing Auditing Obligations.  Each year after the year in which the Generator Asset is 

commissioned to operate on oil, and continuing through 2018, the ISO shall schedule an audit 

pursuant to Section III.I.5.2(e) to confirm the Generator Asset’s capability to operate on oil and 

switch fuels within eight hours.  The provisions of Section III.1.5.2(e) shall apply, provided that 
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the Market Participant shall not receive compensation for more than one audit per year, even if 

the Market Participant undergoes multiple audits because one or more initial audits are 

unsuccessful.  Notwithstanding the foregoing, if the Generator Asset is unable to undergo an audit 

in a given year due to an outage, the Generator Asset must undertake the audit within 30 days of 

its return to service, provided that, if the Generator Asset remains unavailable as a result of an 

outage on May 31, 2018, and the ISO determines that the Generator Asset has had a protracted 

outage that threatens its future dual fuel capability, the Generator Asset shall be subject to the 

charge outlined in Section III.K.5(g).  

(g) Failure to Meet Obligations.  Failure of a Generator Asset that has been successfully 

commissioned pursuant to this Section III.K.5 to meet any of the obligations outlined above shall 

result in a charge, calculated as follows: 

Monthly Compensation x the number of months between date of the breach and May 31, 2018 

Monthly Compensation shall mean the total payment made to the Generator Asset pursuant to 

Section III.K.5(d) divided by the number of months between the commission date and May 31, 

2018.  In no event may total charges exceed the amount of the NCPC paid to the Generator Asset 

pursuant to Section III.K.5(d).  If a Generator Asset subsequently cures its breach, the ISO will 

issue a refund in the amount of the Monthly Compensation multiplied by the number of months 

remaining until May 31, 2018.  Where used herein, “number of months” shall mean the number 

of months beginning on the first of the next month. 

III.K.6.  Demand Response Service.  

All defined terms used in this Section III.K.6 shall have the same meanings as if the asset were a Real-

Time Demand Response Asset or Real-Time Emergency Generation Asset. 

Market Participants with an asset located within the New England Control Area with a positive Demand 

Response Baseline (showing energy consumption at the Retail Delivery Point), including an asset with 

behind-the-meter generation capable of reducing demand from the electric system and delivering any net 

supply, are eligible to participate pursuant to this Appendix K.  Assets mapped to a Real-Time Demand 

Response Resource are eligible to participate, subject to the additional requirements specified below, and 

provided that the capacity supplied by these assets is in addition to the Capacity Supply Obligation, as of 

December 1 of the relevant Capacity Commitment Period, of the Real-Time Demand Response Resource 

to which the asset is mapped, and provided further that the prohibitions in Section III.E1.1.2 are not 

triggered.   
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Except for assets mapped to a Real-Time Demand Response Resource, an asset may consist of an 

aggregation of individual end-use facilities so long as those facilities are located within the same Dispatch 

Zone, and provided further that such aggregation does not result in a quantity of demand reduction and 

net supply of 5 MW or greater at a single Node.   

The following asset types are not eligible to provide services under this Section III.K.5:  (i) Real-Time 

Emergency Generation Assets; (ii) any asset that is dependent upon a non-firm or an additional supply of 

natural gas to produce demand reductions or net supply; and (iii) any asset that participates in the energy 

market pursuant to Section III.1 of the Tariff. 

Each Market Participant that has an asset accepted by the ISO for this service is subject to the following 

additional requirements from December 1 through March 1: 

(a) In service.  By December 1, participating assets must, in accordance with the existing 

requirements for Real-Time Demand Response Assets and Real-Time Emergency Generation 

Assets:  (i) be registered with the ISO; (ii) have meters installed and operational; (iii) have a valid 

Demand Response Baseline; (iv) have a Demand Designated Entity to which Dispatch 

Instructions are communicated; and (v) otherwise be fully ready to respond. 

(b) Size of Program and Assets.  Each participating asset shall provide at least 100 kW of 

capability.  No more than 100 assets at a level not to exceed 100 MW shall be accepted by the 

ISO pursuant to this Appendix K. 

(c) Metering. 

i. Market Participants must meet the metering requirements specified in Appendix III.E and 

the ISO New England manuals, with the exception that 5-minute meter data does not 

have to be reported to the ISO in real time for assets not mapped to a Real-Time Demand 

Response Resource.   

ii. To the extent that an asset consists of an aggregation of individual end-use facilities, 

Market Participants must submit a single set of interval meter data, as measured from 

each facility’s Retail Delivery Point, representing the sum of the metered demand of the 

end-use facilities comprising the asset.   

iii. Market Participants shall report meter data and may submit meter data corrections to the 

ISO using the Demand Response Market User Interface within 2.5 business days after the 

Operating Day.   
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iv. Meter data corrections may be submitted during the 70-day period beginning with the 

first of the month following the operating month.  To the extent meter data affecting an 

asset’s performance measurement and passing all quality checks has not been submitted 

by the initial settlement deadline (i.e., within 2.5 business days after the Operating Day), 

payments related to that asset shall be deferred to the resettlement process.   

v. In the event that valid meter data affecting an asset’s monthly performance measurement 

that passes all quality checks is not submitted by the end of the 70-day data correction 

limit, that asset’s performance shall be deemed to be zero for the intervals for which the 

meter data did not pass all quality checks. 

(d) Dispatch. 

i. Assets must be available for dispatch in real time between hours ending 0600 and 2300 

on all days.   

ii. Each dispatch shall be for no more than six hours. 

iii. There will be no more than two dispatches per asset per day. 

iv. There shall be at least four hours between the end of one dispatch and the start time of 

another dispatch. 

v. Assets will be dispatched by the ISO at its discretion prior to, or concurrent with, ISO 

New England Operating Procedure No. 4, Action 2.  The ISO may aggregate assets into 

blocks and dispatch only those assets comprising the blocks. 

vi. Each asset shall be required to respond to Dispatch Instructions no more than thirty times.   

vii. The ISO will communicate Dispatch Instructions to the Demand Designated Entity 

specified by the Market Participant for each participating asset. 

viii. Assets will be dispatched for their entire, committed MW quantity except in cases where 

such dispatch may cause or worsen a local reliability problem.  The ISO may, upon 

notification to the Demand Designated Entity, exclude from dispatch assets located in a 

particular Dispatch Zone, and/or individual assets where the committed MW quantity is 5 

MW or more.  

ix. Except as outlined in viii. above, assets must produce the MW quantity accepted pursuant 

to this Appendix K within thirty minutes of the issuance of a Dispatch Instruction.   

x. If assets mapped to a Real-Time Demand Response Resource are dispatched pursuant to 

this Appendix K concurrently with the dispatch of the Real-Time Demand Response 
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Resource, and the amount of demand reduction plus any net supply produced in that 

interval is less than the Real-Time Demand Response Resource’s Capacity Supply 

Obligation plus the sum of the asset’s committed MW quantity pursuant to Appendix K, 

the amount of demand reduction plus any net supply produced shall be credited first to 

the Real-Time Demand Response Resource’s Capacity Supply Obligation and the 

remainder shall be credited pro-rata to each asset with an obligation pursuant to 

Appendix K based on asset performance. 

(e) Acceptance Criteria.  Market Participants must indicate their commitment to provide this 

demand response service by providing the notice indicated in Section III.K.2.  That notice must 

include:  the name and other pertinent identifiers of the asset that the Market Participant is 

seeking to enroll, the asset’s electrical location, the MW quantity of demand reduction and any 

net supply, as measured from the asset’s Retail Delivery Point, that the asset is willing and able to 

produce in response to Dispatch Instructions, and the method(s) by which the demand reduction 

or any net supply would be produced.  If the Market Participant has not yet identified all of the 

assets that will be recruited to meet the service requirements, the Market Participant shall provide 

a description of how it will meet the requirements, and provide the Dispatch Zone within which 

these assets will be located.  If an asset specified in the notice consists of an aggregation of 

individual end-use facilities, the information shall be provided for each facility that is part of the 

aggregation.  The ISO shall accept up to 100 qualified assets at a level not to exceed 100 MW 

from those Market Participants providing notice, based on: 

i. The asset’s proposed capacity;  

ii. The asset’s location relative to known constrained areas; and/or 

iii. Any historic performance from the asset. 

The ISO may accept or reject any and all assets proposed for participation.   

(f) Compensation.   

a. Monthly Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described herein 

shall be compensated under this Appendix K through a monthly payment of $1,800 

multiplied by the average MW performance achieved by the asset in the month, provided 

that such MW performance shall not exceed 150% of the committed MW quantity.  The 

computation of average MW performance shall be the simple average of an asset’s 

performance in each five-minute interval during the month when dispatched pursuant to 

this Appendix K excluding the thirty-minute notification time.  If the asset was not 
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dispatched or audited in the month of December, the payment for that asset for that 

month will be based on its average MW performance in response to dispatch (including a 

dispatch for an audit) in the following month.  If an asset was not dispatched in January 

or February, but was dispatched or audited in a previous month, the asset’s payment for 

the month in which it was not dispatched will be based on its average MW performance 

in the most recent month in which the asset was dispatched or audited.   

b. Monthly Payment for Assets Mapped to a Real-Time Demand Response Resource. 

The monthly payment for assets that are mapped to a Real-Time Demand Response 

Resource will be $1,800 multiplied by the average MW performance achieved by the 

asset in the month not to exceed 100% of the committed MW quantity, and further 

multiplied by the Performance Factor.  The computation of average MW performance 

shall be the simple average of an asset’s performance in each five-minute interval during 

the month when dispatched pursuant to this Appendix K excluding the thirty-minute 

notification time.  If an asset is dispatched in a month pursuant to Appendix K 

concurrently with the dispatch of the Real-Time Demand Response Resource to which it 

is mapped, a Performance Factor will be calculated as follows: 

Performance Factor = (Average Hourly FCM Performance – Average Hourly Dispatch MW) 

     Winter Obligation MW 

Average Hourly FCM Performance is the average hourly MW reduction amount 

(inclusive of any net supply) achieved during the month by the Real-Time Demand 

Response Resource to which the asset is mapped during dispatch or audit pursuant to 

Section III.13.  Average Hourly Dispatch MW is the average hourly MW reduction 

amount (inclusive of any net supply) in the Dispatch Instructions issued during the month 

pursuant to Section III.13 to the Real-Time Demand Response Resource to which the 

asset is mapped, which would not exceed the resource’s Capacity Supply Obligation.  

Winter Obligation MW is the committed quantity of the asset pursuant to Appendix K in 

MW.  The Performance Factor shall not exceed 1.0.  The Performance Factor for a month 

will apply to monthly payments in subsequent months during the term if, in those 

subsequent months, the Real-Time Demand Response Resource to which the 

participating asset is mapped is not dispatched or audited pursuant to Section III.13.  If 

the Real-Time Demand Response Resource to which the participating asset is mapped is 

not dispatched or audited pursuant to Section III.13 in the month of December, an audit 

of the resource will be conducted in the month of January.  The audit shall assess the 
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resource’s ability to meet its Capacity Supply Obligation plus the sum of the committed 

quantity pursuant to Appendix K for assets mapped to the resource.  The Performance 

Factor calculated during this audit will be applied to the month of December. 

c. Energy Payment for Assets Not Mapped to a Real-Time Demand Response 

Resource.  Market Participants providing the demand response services described herein 

shall also receive a monthly energy payment, as follows:  

Winter DR Program Energy Payment =  

(MAX ($250/MWh, Zonal LMP) x MWh Delivered x 1.065) – E Payment 

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is located.  

MWh Delivered is the performance of the asset in MWh calculated pursuant to this 

Section III.K.6 during the hours of dispatch excluding any performance during the thirty-

minute notification time and where the 1.065 factor applies only to the demand reduction 

portion of MWh Delivered and not to the net supply portion.  E Payment is any energy 

payment otherwise made for Net Supply to a generation asset pursuant to III.1 located at 

the same Retail Delivery Point that is coincident with the dispatch of the demand 

response asset.  In the event that there are multiple assets participating in the Program 

located behind a single Retail Delivery Point, the reduction for any E Payments based on 

energy delivered from that Retail Delivery Point will be allocated on a pro-rata basis.  

 

d. Energy Payment for Assets Mapped to a Real-Time Demand Response Resource.  

During hours in which an asset is dispatched concurrently with the hours in which it 

receives a demand curtailment schedule or initiates a Real-Time demand reduction 

pursuant to Section III.E or with the dispatch of the Real-Time Demand Response 

Resource to which the asset is mapped, the Energy payment received by the asset 

pursuant to Section III.E or Section III.13.7.2.5.3 will be subtracted from the energy 

payment hereunder.  The energy payment for these assets will be computed as follows: 

Winter DR Program Energy Payment = 

MAX [(MAX ($250/MWh, Zonal LMP) x MWh Delivered) x 1.065 –  
TDR Payment- E Payment, 0]  

 

Zonal LMP is the hourly Real-Time LMP for the Load Zone in which the asset is 

located.  MWh Delivered is the performance of the asset in MWh calculated 
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pursuant to this Section III.K.6 during the hours of dispatch excluding any 

performance during the thirty-minute notification time.  TDR Payment is the 

Energy payment received by the asset pursuant to Section III.13.7.2.5.3 or Section 

III.E.  The 1.065 factor applies only to the demand reduction portion of MWh 

Delivered and not to the net supply portion.  E Payment is any energy payment 

otherwise made for Net Supply to a generation asset pursuant to III.1 located at the same 

Retail Delivery Point that is coincident with the dispatch of the demand response asset.  
In the event that there are multiple assets participating in the Program located behind a 

single Retail Delivery Point, the reduction for any E Payments based on energy delivered 

from that Retail Delivery Point will be allocated on a pro-rata basis.  

 

e. Voluntary Performance.  If the ISO dispatches an asset more than thirty times, the 

asset’s response to those dispatches is voluntary, and any performance by the asset in 

response to those dispatches would not be used to calculate the monthly payment for 

services under this Appendix K or to assess non-performance.  However, any Energy 

provided by the asset in response to these dispatches would be compensated as described 

in the preceding paragraphs. 

(g) Non-Performance Charges.  The non-performance charges for assets providing the demand 

response services described in this Section III.K.6 shall be: 

i. For failure to reach 75% performance:  If the asset fails to achieve an average MW 

performance of at least 75% of the committed MW quantity in a month, the asset shall 

forfeit its monthly payment for that month and for any other month during the term for 

which such performance is utilized for settlement.   

ii. For failure to submit valid meter data:  the provisions of Section III.K.6(c)(v) shall apply 

with regard to meter data deemed to be zero because of quality problems. 

III.K.7. Resource Auditing and Performance Monitoring.  

Market Participants providing the service described in Section III.K.3 through III.K.5 shall maintain 

detailed fuel logs indicating the amount of fuel utilized during the Generator Asset’s operation until all 

payments and charges made pursuant to this Appendix K are final.  Market Participants shall provide the 

logs, fuel inventory levels, and other relevant documentation, including fuel inventory 

receipts/documents, to the ISO upon request, and shall allow ISO staff or designees on-site to verify 

reported fuel levels, with reasonable prior notice. 
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Market Participants providing the demand response service described in Section III.K.6 shall be audited 

by the ISO in the month of January if the asset was not dispatched or audited prior to the scheduled audit.  

During the audit, the ISO shall dispatch the asset without prior notice and assess its performance during 

the sixty minutes immediately following the end of the thirty-minute notification time.  The results of an 

audit will be treated and settled as though it were a dispatch to maintain thirty-minute Operating Reserve.  

Audits of assets mapped to Real-Time Demand Response Resources will be concurrent with audits of 

those resources.  If a Real-Time Demand Response Resource with a Capacity Supply Obligation is 

dispatched or audited, the performance of any assets providing demand response service pursuant to this 

Appendix K that are mapped to that resource shall be excluded from the performance of the resource if 

the audit is used as a Demand Resource Commercial Operation Audit.  The performance of assets 

dispatched or audited pursuant to this Appendix K shall be equal to the difference between the asset’s 

adjusted Demand Response Baseline, determined pursuant to Section III.8, and the asset’s meter reading 

during the period of dispatch (after consideration of the thirty-minute notification time).  For purposes of 

establishing, computing, and adjusting an asset’s Demand Response Baseline, assets dispatched or 

audited pursuant to this Appendix K shall be treated like a dispatch or audit pursuant to Section III.13. 

III.K.8. Settlements, Cost Allocation and Financial Assurance.  

(a) Cost Allocation and Settlement, by Service. 

i. Compensation to Market Participants for the oil and liquefied natural gas services 

described in Sections III.K.3 and III.K.4 shall be estimated monthly for December, 

January and February and collected from Market Participants in proportion to the 

monthly sum of their Real-Time Load Obligation for that month, excluding Real-Time 

Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps 

only).  All charges shall be included on invoices as miscellaneous Non-Hourly Charges 

that are separately identifiable as associated with this Appendix K.  Actual costs for the 

three months will be calculated in March and the difference between the actual and 

estimated costs will be charged and/or refunded to Real-Time Load Obligation for the 

relevant month, excluding Real-Time Load Obligation associated with Dispatchable 

Asset Related Demand Resources (pumps only).  Payments shall be made to the Market 

Participants providing the services through the ISO’s settlements system one month after 

the refunds and charges are paid and collected.   

ii. The monthly compensation described in Section III.K.6(f)(i)-(ii) for the demand response 

services described in Section III.K.6 shall be allocated to Market Participants in 

38 
 



 

proportion to the monthly sum of their Real-Time Load Obligation in the month in which 

the compensation is earned, excluding Real-Time Load Obligation associated with 

Dispatchable Asset Related Demand Resources (pumps only).  The hourly compensation 

described in Section III.K.6(f)(iii)-(iv) shall be allocated on an hourly basis 

proportionally to Market Participants with Real-Time Load Obligation for the hour in 

which the service was provided, excluding Real-Time Load Obligation associated with 

Dispatchable Asset Related Demand Resources (pumps only).  All charges shall be 

included on invoices as miscellaneous Non-Hourly Charges that are separately 

identifiable as associated with this Appendix K.  Payments shall be made to the Market 

Participants providing the services through the ISO’s settlements system in the month 

after the ISO makes the collections referenced in the first two sentences of this paragraph.   

iii. Compensation to Market Participants for the dual fuel commissioning services in Section 

III.K.5 shall be allocated and settled consistent with other payments made through 

Section III.1.5.2.   

(b) Allocation and Settlement of Non-Performance Charges.  All repayments required pursuant to 

Sections III.K.3 and III.K.5, other than Section III.K.5(g), shall be refunded to Market 

Participants in proportion to the monthly sum of their Real-Time Load Obligation in the month in 

which the related compensation was earned, excluding Real-Time Load Obligation associated 

with Dispatchable Asset Related Demand Resources (pumps only).  Repayments required 

pursuant to III.K.5(g) will be allocated to Market Participants in proportion to the monthly sum of 

their Real-Time Load Obligation in the month of the repayment charge, excluding Real-Time 

Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only). 

(c) Financial Assurance and Payment Default.  No charges related to this Appendix K, other than 

those pursuant to Section III.K.5, shall create additional Financial Assurance Obligations 

pursuant to the ISO New England Financial Assurance Policy, and the relevant sections of the 

ISO New England Financial Assurance Policy and the ISO New England Billing Policy shall not 

apply, including without limitation Section III.A of the Financial Assurance Policy and Sections 

3.3(c), 3.10 and 3.11 of the ISO New England Billing Policy.  Failure to pay any amounts due 

under this Appendix K will result in set-off in accordance with Sections 3.3(b) and 3.6 of the ISO 

New England Billing Policy and suspension in accordance with Section 3.7 of the ISO New 

England Billing Policy.  Sections 3.3(e) through (j) of the ISO New England Billing Policy, 

which are related to the collection and socialization of defaults on the payment of ISO Charges, 

shall not apply.  Rather, a payment default by Real-Time Load Obligation on charges pursuant to 
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this Appendix K shall be allocated pro-rata to Market Participants receiving payments for 

services rendered under this Appendix K.  Failure to make required repayments pursuant to 

Sections III.K.3 or III.K.5 shall result in a reduced refund pursuant to Section III.K.8(b) to Real-

Time Load Obligation. 
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APPENDIX K, ATTACHMENT 1 

CONTRACT CERTIFICATION 

 

The undersigned, duly authorized representative of [Market Participant], hereby certifies that 

[Market Participant] has entered into a contract for Liquefied Natural Gas on the following terms 

and conditions: 

1. Contracting parties:          

2. Date of contract:          

1.3. Pipeline delivery point and name gas meter number of the Generator Asset entitled to  

 supply under the contract:         

4. Maximum total volume available under the contract:      

5. Contract term (must span, at a minimum, December 1 through the end of February):  

             

2.6. Confirmation that the Generator Asset is entitled to call the entire volume eligible for 

  compensation within the winter period:  [Confirmed] 

7. Any contract terms that restrict when the supply may be taken by the Generator Asset: 

              

3.8. Confirmation that the contract includes pipeline transportation to the meter of the 

  Generator Asset:  [Confirmed] 

9. Entity providing pipeline transportation:        

10. Confirmation that contract has a “take or pay” construct:  [Confirmed] 

 

[MARKET PARTICIPANT] 

 

By:    
     Name: 
     Title: 
     Date: 
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JUNE 24-26, 2014 PARTICIPANTS COMMITTEE SUMMER MEETING 
VOTE TAKEN TO SUPPORT  

WINTER 2014/15 RELIABILITY PROGRAM 
 
TOTAL 
Participant Name VOTE  

GENERATION    15.45 

TRANSMISSION        17.17 

SUPPLIER        9.82 

ALTERNATIVE RESOURCES         14.17 

PUBLICLY OWNED ENTITY           17.17 

END USER           17.17 

% IN FAVOR       90.95    
 

GENERATION SECTOR 

Participant Name VOTE  

Dominion Energy Marketing, Inc. F 
Entergy Nuclear Power Marketing LLC  O 
EquiPower Resources Management, LLC F 
Essential Power, LLC F 
GDF SUEZ Energy Marketing NA, Inc. F 
Generation Group Member F 
NextEra Energy Resources, LLC F 
NRG Power Marketing, LLC F 

TransCanada Power Marketing Ltd. F 

Verso Maine Energy LLC F 
  

IN FAVOR (F) 9 
OPPOSED (O) 1 
TOTAL VOTES 10 

ABSTENTIONS ( A) 0 
 
TRANSMISSION SECTOR 

Participant Name VOTE  

Emera Maine F 

New England Power Company F 

The United Illuminating Company F 
NU / NSTAR F 
Vermont Electric Power Company, Inc. F 

  

IN FAVOR (F) 5 
OPPOSED (O) 0 
TOTAL VOTES 5 

ABSTENTIONS (A) 0 

SUPPLIER SECTOR 

Participant Name VOTE  

BP Energy Company A 

Brookfield Energy Marketing Inc./CSC S 

     Brookfield (0.7 when split) F 

     Cross-Sound Cable (0.3 when split) A 

Calpine Energy Services F 

Competitive Energy Services, LLC F 

Consolidated Edison Energy, Inc. O 

Dynegy Marketing and Trade, LLC F 

Energy America, LLC A 

Exelon Generation Company O 

Galt Power, Inc. A 

Granite Ridge/Merrill Lynch Commodities F 

H.Q. Energy Services (U.S.) Inc. F 

Hess A 

Integrys Energy Services, Inc. A 

LIPA O 

PSEG Energy Resources & Trade LLC F 

Texas Retail, LLC O 

Vitol Inc. O 

  
IN FAVOR (F)   6.7 

OPPOSED (O)    5.0 

TOTAL VOTES  11.7 

ABSTENTIONS (A)    5.3 
 
ALTERNATIVE RESOURCES SECTOR 

Participant Name VOTE  

 Renewable Generation Sub-Sector  

First Wind Energy Marketing F 
Small RG Group Member  A 

 Distributed Generation Sub-Sector  
Conservation Services Group F 
Small DG Group Member F 

 Load Response Sub-Sector  
EnerNOC, Inc. A 
Enerwise Global Technologies Inc. A 
LR Provisional Group Member F 
Small LR Group Member F 
Vermont Energy Investment Corp. F 

  
IN FAVOR (F) 6 

OPPOSED  (O) 0 
TOTAL VOTES 6 

ABSTENTIONS (A) 3 
 

   

 



JUNE 24-26, 2014 PARTICIPANTS COMMITTEE SUMMER MEETING 
VOTE TAKEN TO SUPPORT  

WINTER 2014/15 RELIABILITY PROGRAM  
 
PUBLICLY OWNED ENTITY SECTOR 

Participant Name VOTE  

Ashburnham Municipal Light Plant F 

Boylston Municipal Light Department F 

Braintree Electric Light Department F 

Chicopee Municipal Lighting Plant F 

Concord Municipal Light Plant F 

Conn. Municipal Electric Energy Coop. F 

Danvers Electric Division F 

Georgetown Municipal Light Department F 

Groton Electric Light Department F 

Groveland Electric Light Department F 

Hingham Municipal Lighting Plant F 

Holden Municipal Light Department F 

Holyoke Gas & Electric Department F 

Hudson Light and Power Department F 

Hull Municipal Lighting Plant F 

Ipswich Municipal Light Department F 

Littleton (MA) Electric Light Department F 

Mansfield Municipal Electric Department F 

Marblehead Municipal Light Department F 

Mass. Development Finance Agency F 

Mass. Municipal Wholesale Electric Co. F 

Merrimac Municipal Light Department F 

Middleborough Gas and Electric Dep’t F 

Middleton Municipal Electric Department F 

New Hampshire Electric Coop. F 

Pascoag Utility District F 

Paxton Municipal Light Department F 

Peabody Municipal Light Plant F 

Princeton Municipal Light Department F 

Rowley Municipal Lighting Plant F 

Russell Municipal Light Department F 

Shrewsbury's Electric & Cable Ops. F 

South Hadley Electric Light Department F 

Sterling Municipal Electric Light Dep’t F 

Stowe (VT) Electric Department  F 

Taunton Municipal Lighting Plant F 

Templeton Municipal Lighting Plant F 

Wakefield Municipal Gas and Light Dep’t F 

Wallingford, Town of F 

Wellesley Municipal Light Plant F 

West Boylston Municipal Lighting Plant F 

Westfield Gas & Electric Light Dep’t F 

  
IN FAVOR (F) 42 

OPPOSED (O) 0 
TOTAL VOTES 42 

                               ABSTENTIONS (A) 0 

END USER SECTOR 

Participant Name VOTE  

Associated Industries of Massachusetts F 

Cianbro Companies F 

Connecticut Office of Consumer Counsel F 

Conservation Law Foundation F 

Dragon Products Company F 

Elektrisola, Inc. F 

Fairchild Semiconductor Corporation F 

Harvard Dedicated Energy Limited F 

High Liner Foods (USA) Inc. F 

Industrial Energy Consumer Group F 

Maine Public Advocate Office F 

Maine Skiing, Inc. F 

Marden’s Inc. F 

Mass. Attorney General's Office F 

MoArk, LLC F 

NH Office of Consumer Advocate F 

PalletOne of Maine F 

St. Anselm College F 

Shipyard Brewing Co., LLC F 

The Energy Consortium F 
Union of Concerned Scientists F 
Westerly Hospital F 

Z-TECH, LLC F 
  

IN FAVOR (F) 23 
OPPOSED  (O) 0 
TOTAL VOTES 23 

                                  ABSTENTIONS (A) 0 
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TESTIMONY OF ROBERT V. LAURITA 
ON BEHALF OF ISO NEW ENGLAND INC.  

 

 

I. INTRODUCTION 1 

Q:   PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS. 2 

A:   My name is Robert V. Laurita.  I am the Manager of Surveillance and Analysis, 3 

Internal Market Monitoring for ISO New England Inc. (the “ISO”), One Sullivan 4 

Road, Holyoke, Massachusetts, 01040-2841.   5 

Q: PLEASE SUMMARIZE YOUR JOB RESPONSIBILITIES AT ISO NEW 6 

ENGLAND INC.  7 

A: I am responsible for overseeing the market surveillance, analysis, reporting, 8 

investigation and compliance activities of the Internal Market Monitor (“IMM”).  9 

Q:   PLEASE SUMMARIZE YOUR EXPERIENCE AND QUALIFICATIONS 10 

PRIOR TO JOINING THE ISO.  11 

A:   I have over twenty-five years of experience in the energy and utility industry.  12 

Prior to joining the ISO in 2003, I held management positions at the Public 13 

Service Electric and Gas Company, XENERGY, Applied Energy Group and 14 
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InSite Services.  As the Manager of Measurement Services at Public Service 1 

Electric and Gas Company, I was responsible for the design, development and 2 

implementation of large-scale metering and meter data management systems that 3 

supported the implementation of retail competition in New Jersey.  As the 4 

Director of Client Services for XENERGY, I worked with electric and gas 5 

utilities throughout the United States and Europe to design, develop and 6 

implement energy efficiency and demand side management programs. 7 

I have a Bachelor of Science degree in Electric Power Engineering from 8 

Rensselaer Polytechnic Institute and a Masters in Business Administration from 9 

Western New England College.   10 

II. OVERVIEW AND BACKGROUND 11 

Q:   WHAT IS THE PURPOSE OF YOUR TESTIMONY? 12 

A: The purpose of my testimony is to describe modifications to certain dual fuel 13 

offer mitigation rules in Section III.A.3.2 of Appendix A to Market Rule 1 and the 14 

rationale for those modifications.  In brief, the modifications provide Market 15 

Participants with dual fuel resources increased flexibility in choosing their 16 

operating fuel during periods of high natural gas market volatility. 17 

Q: PLEASE PROVIDE AN OVERVIEW OF ENERGY MARKET 18 

MITIGATION IN NEW ENGLAND. 19 

A: Mitigation in the wholesale electric markets is intended to prevent offers that are 20 

not competitive from affecting the market price.  Energy market mitigation in 21 

New England employs a conduct and an impact screen.  The IMM first 22 

determines whether a Market Participant’s conduct, that is, its Supply Offer, is 23 
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competitive by comparing it to an estimate of a competitive offer for that 1 

resource.  This estimate is called a Reference Level, and generally reflects the 2 

resource’s fuel and variable operating and maintenance costs. 3 

If the Market Participant’s Supply Offer exceeds the Reference Level by more 4 

than the threshold permitted under the Tariff, it is subject to mitigation in the 5 

instances when the Market Participant also has the ability to exercise market 6 

power and the Supply Offer’s impact on the market price exceeds a certain 7 

threshold. 8 

Q: WHAT ARE THE DEFAULT REFERENCE LEVELS USED FOR DUAL 9 

FUEL RESOURCES? 10 

A: Under Section III.A.3.2, the IMM calculates the Reference Levels of a dual fuel 11 

resource based on the fuel price index of the least cost fuel.  (The fuel price index 12 

is the daily volume-weighted average price of the physical fuel purchases and fuel 13 

sales as reported on one of the public trading platforms such as the 14 

Intercontinental Exchange.)  For example, if, on a given day, the index price for 15 

natural gas is $5/MMBtu and the index price for #2 oil is $20/MMBtu, the IMM 16 

will calculate the Reference Levels for a dual fuel resource capable of burning 17 

natural gas and #2 oil using the $5/MMBtu natural gas index price and, for 18 

mitigation purposes, the Market Participant’s Supply Offer will be compared with 19 

the $5/MMBtu-based Reference Level.   20 
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Q: WHAT IF A PARTICIPANT WANTS TO OFFER ON THE HIGHER 1 

COST FUEL? 2 

A: Under the same provision, Section III.A.3.2, a Market Participant can inform the 3 

IMM prior to making its Supply Offer that it intends to offer its resource on the 4 

higher cost fuel, and the IMM will calculate the resource’s Reference Level using 5 

that fuel index.  The Market Participant must submit documentation within five 6 

days explaining why it burned the higher cost fuel and providing evidence that it 7 

was burned.  If the Market Participant does not do so, the IMM will use the lower 8 

cost fuel in calculating the Reference Level when evaluating that resource’s 9 

Supply Offer for mitigation.   10 

Prior to 2013, the Market Participant had to receive the IMM’s permission before 11 

the operating day if it wanted to submit a Supply Offer on the higher cost fuel.  In 12 

2013, as part of the initial winter reliability program, the Commission approved a 13 

rule eliminating that requirement.1  This rule change was later made permanent, 14 

and has provided increased operational flexibility for dual fuel resources, thereby 15 

helping to address potential reliability concerns.2 16 

Q: WHAT IS PROMPTING A PROPOSED CHANGE TO SECTION III.A.3.2 17 

AT THIS TIME? 18 

A: The IMM has continued to review Appendix A, and, after a winter of experience 19 

under the existing rules, believes that it is appropriate to provide additional 20 

operational flexibility to Market Participants with dual fuel resources that offer on 21 

1 ISO New England Inc., 144 FERC 61,204 (2013). 
2 ISO New England Inc., Docket No. ER14-707-000 (Jan. 15. 2014) (unpublished letter order). 
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the higher cost fuel by exempting them, under certain circumstances, from the 1 

requirement to demonstrate that the higher cost fuel was burned.   2 

III. EXPLANATION OF CHANGES 3 

Q: UNDER THE EXISTING RULE, WHAT ARE THE CONSEQUENCES IF 4 

A PARTICIPANT FAILS TO DOCUMENT THE CASE FOR BURNING 5 

THE HIGHER COST FUEL OR FAILS TO DEMONSTRATE THAT THE 6 

HIGHER COST FUEL WAS BURNED? 7 

A: As explained above, the direct result is that the IMM uses the lower cost fuel in 8 

calculating Reference Levels for the resource for the operating day in question.  9 

Replacing the higher cost fuel with the lower cost fuel in the Reference Level 10 

calculation has the effect of lowering the Reference Level.  The IMM then 11 

replaces the Market Participant’s Supply Offer (which was based on the higher 12 

cost fuel) with the lower cost fuel Reference Level which, in turn, may reduce the 13 

Market Participant’s payment.    14 

Q: WHY WAS THE EXISTING RULE PUT IN PLACE? 15 

The requirement to explain the reason for burning the higher cost fuel and prove it 16 

was burned was established at a time when the prices of natural gas and fuel oil 17 

were relatively constant.  The rule was intended to discourage Market Participants 18 

that anticipated being committed for reliability from offering based on the 19 

resource’s higher cost fuel but burning the lower cost fuel, thereby increasing the 20 

resource’s earnings.  This problem exists during periods when fuel prices are 21 

relatively stable, fuel supplies are plentiful and the Market Participant can be 22 
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reasonably certain the “offer on high fuel / burn low fuel” strategy would be 1 

successful. 2 

Q: WHY IS THE IMM PROPOSING TO MODIFY THIS REQUIREMENT?  3 

A:   The existing rule, described above, did not contemplate the natural gas market 4 

conditions New England experienced last winter when natural gas and oil index 5 

prices converged on numerous days and natural gas prices were extremely 6 

volatile.  This volatility made the published natural gas price indices (which 7 

represent the volume-weighted average price paid the prior day) less 8 

representative of the price a Market Participant could expect to pay for natural gas 9 

on any given operating day.  The existing rule diminishes the economic benefits 10 

of investing in dual fuel capability by restricting a Market Participant’s ability to 11 

manage its fuel supply during times of uncertainty and price volatility in the 12 

natural gas market when it is often difficult to know, in advance of submitting a 13 

Supply Offer, which fuel – oil or natural gas – will be least cost. 14 

  The IMM believes that exempting Market Participants with dual fuel resources 15 

from these requirements on days when the natural gas market is uncertain and 16 

volatile will provide Market Participants with more operational flexibility to 17 

optimally manage their fuel supply and inventory, which can help ensure that they 18 

have sufficient fuel to satisfy their Energy Market Supply Offer obligations.  19 
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Q: PLEASE ELABORATE ON HOW THIS RULE CHANGE WILL GIVE 1 

MARKET PARTICIPANTS WITH DUAL FUEL RESOURCES GREATER 2 

OPERATIONAL FLEXIBILITY.  3 

A: The natural gas and wholesale electricity markets are not perfectly aligned.  4 

Market Participants with natural gas-fired resources are required to make 5 

decisions about the quantity of natural gas they expect to purchase and the price 6 

they expect to pay before they submit a Supply Offer in the Day-Ahead Energy 7 

Market.  During periods of high natural gas demand, a Market Participant may be 8 

unable to purchase incremental natural gas during the operating day in response to 9 

an ISO dispatch above the level anticipated by the Market Participant.  Market 10 

Participants that have invested in dual fuel capability can manage this price and 11 

quantity risk by choosing to burn fuel stored on-site in inventory on days of 12 

natural gas price and quantity uncertainty.  This operational flexibility benefits the 13 

Market Participant as well as the electricity market by increasing the likelihood 14 

that electricity will be supplied when needed.  Providing economic incentives to 15 

ensure the availability and use of oil during periods of high demand for natural 16 

gas is precisely why the ISO proposed, and the Commission approved, the Winter 17 

Program in 2013/14.  In the filing related to this testimony, the ISO is proposing a 18 

fuel incentive programs for the winter of 2014/15.   19 

Q: UNDER WHAT CONDITIONS DO THE RULE CHANGES EXEMPT 20 

DUAL FUEL RESOURCES FROM VERIFICATION REQUIREMENTS? 21 

A: The exemption from the requirement to verify the use of the higher cost fuel will 22 

occur on days when the ratio of the resource’s higher priced fuel index price to 23 
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the resource’s lower priced fuel index price is less than or equal to 1.75.  The two 1 

fuel indices used in the ratio calculation will be the same indices used to calculate 2 

the resource’s Reference Levels for the Day-Ahead Energy Market for that 3 

operating day.  Using these two indices ensures Market Participants transparency 4 

with respect to their fuel-burn options when making decisions about offers in the 5 

Day-Ahead Energy Market.  This simple, transparent, metric can be calculated by 6 

Market Participants before the start of the operating day and allows them to utilize 7 

their dual fuel capability as a hedge against high gas price volatility without the 8 

specter of ex-post mitigation down to the Reference Level based on the lower cost 9 

fuel.  10 

Q: PLEASE EXPLAIN HOW THE RATIO OF THE FUEL PRICE INDICES 11 

IS RELATED TO NATURAL GAS MARKET VOLATILITY.     12 

A: Historically, natural gas prices have been significantly lower than oil prices 13 

outside the winter period.  Natural gas prices start to converge with, and at times 14 

exceed, oil prices when gas pipelines are constrained due to increased demand for 15 

natural gas.  During these times, depending on the location of their resource on a 16 

gas pipeline and the liquidity in the natural gas market, Market Participants can 17 

face extreme price volatility.  This volatility introduces additional Market 18 

Participant uncertainty about the price at which they will be able to procure 19 

natural gas to meet their obligations, and consequently, at what price to offer their 20 

output into the spot market.   21 

 The natural gas fuel index used in the rule changes is comprised of the average 22 

prices of multiple trades along a single pipeline the prior day.  The IMM has 23 
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observed that when the natural gas index price on a particular pipeline is low 1 

(relative to the fuel oil index price), the multiple trades comprising that index tend 2 

to have been made at similar prices; therefore, the natural gas index price is likely 3 

to be representative of the fuel price faced by each of the resources on that 4 

pipeline.  In such circumstances, the price ratio of the higher priced fuel (oil) to 5 

the lower priced fuel (natural gas) is fairly large (greater than the proposed 1.75).   6 

 On the other hand, the IMM has observed that, as a natural gas index price 7 

increases (relative to the fuel oil index), the multiple trades along the pipeline that 8 

comprise that index tend to diverge.  That is, the range, or “spread,” of the natural 9 

gas prices actually paid by buyers on the pipeline increases as the natural gas 10 

index price increases and eventually converges with the fuel oil index.  In these 11 

instances, the natural gas index price of any given pipeline is less likely to be 12 

representative of the price faced by any particular resource on that pipeline.  In 13 

such circumstances, the ratio of the highest priced index and lowest priced index 14 

is relatively low (below the proposed 1.75 threshold).  15 

Q: PLEASE EXPLAIN HOW DUAL FUEL OVERRIDE AND FUEL PRICE 16 

ADJUSTMENT REQUESTS ARE RELATED TO NATURAL GAS 17 

MARKET VOLATILITY. 18 

A: As noted above, as a result of natural gas price volatility, the natural gas index 19 

prices the IMM uses for calculating Reference Levels may not reflect the 20 

expected natural gas costs for an individual resource.  In these circumstances, we 21 

expect to see higher incidents of Market Participants with dual fuel resources 22 

notifying the IMM of their intention to offer on the resource’s higher priced fuel 23 
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and requesting a Reference Level based on that fuel.  These are referred to as dual 1 

fuel override (“DFO”) requests.  The analogous request from a Market Participant 2 

with a natural gas-fired resource is referred to as a fuel price adjustment (“FPA”) 3 

request, and is a request that the Market Participant’s Reference Level be 4 

calculated using a natural gas price greater than the published index price.   5 

 Market Participants submit DFO and FPA requests when they expect fuel price 6 

risk and/or the risk of not being able to procure the fuel quantity needed to satisfy 7 

their Supply Offer obligations.  Market Participants request DFOs and FPAs most 8 

frequently when natural gas prices are not uniform throughout the market; 9 

because their expected fuel price deviates significantly from the aggregate market 10 

indices, they will use higher priced oil (if they have dual fuel capability) or will 11 

pay more for gas than the index price.  Essentially, DFO and FPA requests reflect 12 

the diverse risks Market Participants face when developing their Supply Offers.  13 

For this reason, the frequency of DFO and FPA requests is a good indicator of the 14 

natural gas market uncertainty and volatility.   15 

Q: HOW DID THE IMM ARRIVE AT THE FUEL PRICE INDEX RATIO 16 

USED IN THE MARKET RULE CHANGES?  17 

A: The IMM reviewed DFO and FPA requests made between January 2013 and 18 

March 2014 and found a strong positive correlation between the frequency of 19 

Market Participant DFO and FPA requests and the convergence of the day-ahead 20 

index price of natural gas and oil.   21 
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 Figure 1 shows the frequency of DFO requests versus the ratio of the day-ahead 1 
No.2 oil and Algonquin pipeline indices.           2 

 3 

Figure 2 shows the frequency of FPA requests versus the ratio of the day-ahead No.2 oil 4 
and Algonquin natural gas indices. 5 

 6 
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 Approximately 67% of the DFO and 55% of the FPA requests were received for 1 

operating days when the ratio of the higher priced day-ahead fuel index to the 2 

lower priced day-ahead fuel index was less than 1.75.  The IMM found similar 3 

results when comparing the frequency of DFO and FPA requests with ratios 4 

calculated using the No.6 oil and the Tennessee natural gas pipeline day-ahead 5 

indices.  The significant jump in the number of DFO and FPA requests at or 6 

below a ratio of 1.75 serves as verification of the significant fuel price volatility 7 

below this ratio; this value is therefore an appropriate threshold for determining 8 

when fuel price volatility is most problematic for participants in formulating their 9 

expectations of fuel prices. 10 

Q: WON’T PARTICIPANTS JUST OFFER ON THE HIGHER COST FUEL 11 

EVERY TIME THE RATIO OF THE FUEL INDICIES IS 1.75 OR 12 

LOWER? 13 

A: No.  The Day-Ahead and Real-Time Energy Markets are generally competitive, 14 

and, in competitive conditions, it can be expected that Market Participants with 15 

dual fuel resources would offer at their marginal cost, because offering above 16 

their marginal cost would put them at risk of not clearing the market and 17 

foregoing profit.  Moreover, the proposed 1.75 ratio is sufficiently narrow (given 18 

the closeness of gas and oil prices) that Market Participants have a reduced 19 

incentive to deviate from offering at their true marginal costs because of the 20 

increased competition — both oil and gas resources can offer competitively in 21 

these circumstances. 22 
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   Nor is a resource that knows ahead of time that it will be committed for reliability 1 

likely to engage in a deliberate strategy of offering on the higher cost fuel and 2 

burning the lower cost fuel.  First, as natural gas prices approach oil prices, the 3 

risk that such a strategy will backfire increases.  This is because natural gas prices 4 

are extremely volatile when they approach or surpass oil prices, so determining 5 

which fuel will be costlier prior to submitting a Supply Offer becomes 6 

increasingly difficult.  Second, the potential payoff of such a strategy, should it 7 

succeed, is relatively limited, as there is less to be gained when the price of the 8 

higher and lower cost fuels are close. 9 

Q: PLEASE EXPLAIN WHY THE RULE CHANGES STRIKE AN 10 

APPROPRIATE BALANCE. 11 

A: The rule changes strike a reasonable balance by allowing Market Participants that 12 

have invested in dual fuel capability additional Supply Offer and operating 13 

flexibility during times when their dual fuel capability is of value to them (as well 14 

as to the system at large), while providing sufficient safeguards to protect 15 

consumers from Market Participant exercise of market power.   16 

 When the ratio of a resource’s higher priced fuel index to its lower priced fuel 17 

index price is less than or equal to 1.75, Market Participants face fuel price and 18 

quantity uncertainty, as well as the risk of not being able to procure the fuel 19 

needed to satisfy their Supply Offer obligations.  This is precisely the time when 20 

operational flexibility is most needed.  At the same time, under these conditions, a 21 

strategy of offering on the higher cost fuel and burning the lower cost fuel in 22 

order to increase earnings may backfire and the potential payoff is low.  23 
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 Moreover, under this approach, the exemption applies only during periods of high 1 

fuel price volatility, when it is most beneficial to individual Market Participants 2 

and the market in general, and does not apply during periods of low fuel price 3 

volatility, when the additional operational flexibility is unnecessary. 4 

Q: PLEASE EXPLAIN WHY YOU HAVE SUBMITTED TWO VERSIONS OF 5 

THE RULE CHANGES. 6 

A:   This rule change is being filed concurrent with the 2014-2015 Winter Reliability 7 

program, with a requested effective date prior to the implementation of the 8 

Energy Market Offer Flexibility rules.  Therefore, two versions of the rule change 9 

are being filed to ensure consistency before and after the implementation of 10 

Energy Market Offer Flexibility.  11 

Q: THE MAJORITY OF THE TARIFF PROVISIONS TO ADDRESS 2014-12 

2015 WINTER RELIABILITY CONCERNS, IN APPENDIX K TO 13 

MARKET RULE 1, WILL EXPIRE AT THE END OF THE WINTER 14 

SEASON.  WILL THE CHANGES YOU ARE EXPLAINING HERE ALSO 15 

EXPIRE THEN? 16 

A: No.  The IMM believes that the proposed changes should remain in effect after 17 

the termination of the winter season.  As explained above, the exemption applies 18 

whenever there is uncertainty and price volatility in the natural gas market, which 19 

can occur at any time, depending on natural gas market and pipeline infrastructure 20 

operating conditions. 21 
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I. INTRODUCTION 
 
Q: PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS. 

A: My name is Christopher A. Parent.  I am the Manager of the Market Development 

Department at ISO New England Inc.  My business address is One Sullivan Road, 

Holyoke, Massachusetts 01040. 

Q: PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE AND 

QUALIFICATIONS. 

A: I have been with ISO New England Inc. (the “ISO”) since July 2004 and have 

held various positions within the organization, including Supervisor of Hourly 

Settlements, Supervisor of Business Analysis and Manager of Business 

Development.  I was also Manager, Quality & Business Process Development 

reporting to the Chief Operating Officer until December 2009, when I became the 

Manager of the Market Development Department reporting to the Vice President 

of Market Development.  In my present position, I am responsible for 

coordinating the market development work at the ISO.  By working closely with 

my staff, internal business units and external stakeholders on proposed changes to 



the market design, I help to ensure that proposed solutions to market issues 

address the identified scope efficiently and effectively and that they are fully 

vetted through the internal ISO review and external stakeholder processes.   

Q:   WHAT IS THE PURPOSE AND ORGANIZATION OF YOUR 

TESTIMONY? 

A: My testimony is intended to provide background on the development of the 

program that the ISO has proposed to address concerns about reliability in the 

upcoming winter (the “Winter Reliability Program”), and to describe four of the 

six components of the Winter Reliability Program.  (The remaining two 

components of the Program are described in the testimonies of Peter Brandien and 

Robert Laurita.)  Finally, I discuss the potential costs of the Winter Reliability 

Program and the allocation of those costs.  I do not discuss the need for the 

Winter Reliability Program, which is covered in detail in Mr. Brandien’s 

testimony. 

II. TESTIMONY 

A. OVERVIEW OF PROGRAM DEVELOPMENT 

Q: PLEASE PROVIDE AN OVERVIEW OF THE WINTER RELIABILITY 

PROGRAM. 

A: The six components of the Winter Reliability Program are:  compensation for 

unused oil inventory; compensation for unused LNG contract volume; 

compensation to offset dual fuel commissioning costs; a demand response 

program; permanent rules to allow the ISO to compensate generators for ISO-

initiated audits of dual fuel capability; and permanent rules to eliminate the 
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requirement that a generator must burn the higher-cost fuel when it is the basis of 

the generator’s offer and market conditions are competitive.  The first four of 

these components, all of which are contained in Section III.K of the Tariff, are 

discussed below.  The fifth component, related to dual fuel audits, is described in 

Mr. Brandien’s testimony.  The sixth component, regarding higher-cost fuel 

requirements, is discussed in Mr. Laurita’s testimony. 

Q: HOW IS THE WINTER RELIABILITY PROGRAM SIMILAR TO LAST 

YEAR’S WINTER PROGRAM? 

A: There are a few similarities.  Specifically, two of the components – the two 

permanent rule changes related to dual fuel audits and the higher-cost fuel 

requirements – evolved from similar features in last year’s winter program.  This 

evolution is discussed in Messrs. Brandien’s and Laurita’s testimonies.  

Additionally, the demand response program, which is described below, is 

substantially the same as the demand response component of last year’s winter 

program.  The material differences between the two demand response programs 

are outlined below, the most significant of which is that program participants will 

now be paid a fixed price rather than their “as bid” price. 

Q: HOW IS THE WINTER RELIABILITY PROGRAM DIFFERENT THAN 

LAST YEAR’S WINTER PROGRAM? 

A: Three components of the Winter Reliability Program differ significantly from last 

year’s program.  For reasons that are discussed in Mr. Brandien’s testimony, the 

Winter Reliability Program includes a new component to encourage generators to 

commission or recommission dual fuel capability ahead of when they otherwise 
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may have taken the action due to market incentives.1  The two fuel inventory 

components are also fundamentally different than last year’s oil inventory 

program, in that the ISO has included LNG, the program is compensated at a 

fixed rate rather than “as bid,” and the program compensates participants for 

inventory that remains unused at the end of the winter rather than upfront 

inventory.  These three components of the Winter Reliability Program are 

discussed in more detail below. 

Q: WHY ISN’T THE ISO OFFERING THE SAME WINTER RELIABILITY 

PROGRAM AS LAST YEAR? 

A: As Mr. Brandien’s testimony discusses, the ISO had hoped that supplemental 

winter programs would be unnecessary for future winters given the Commission’s 

clarification of generator obligations in Docket EL13-66-000 and various market 

improvements.  However, the circumstances described by Mr. Brandien – 

including generator retirements and fuel challenges beyond those anticipated – 

warrant the development of another program. 2 

Although the ISO believes that a winter program is warranted, the changes that 

the ISO had intended to rely on materially alter the operating environment.  Most 

significantly, the Commission has clarified that generators have an obligation to 

procure fuel to meet their expected operation.3  Given this obligation, it was not 

appropriate to propose a winter program like the 2013-14 program, which 

compensated generators for meeting that obligation.   

1 Testimony of Peter Brandien (“Brandien Testimony”) at pp. 10-11. 
2 Id. at pp. 4-7. 
3 New England Power Generators, Inc. v. ISO New England Inc., 144 FERC ¶ 61,157 (2013). 
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Q: HOW DO THE COMPONENTS OF THE WINTER RELIABILITY 

PROGRAM THAT COMPENSATE GENERATORS FOR FUEL DIFFER 

FROM LAST YEAR’S PROGRAM? 

A: The unused fuel inventory compensation components of the Winter Reliability 

Program are now premised on the assumption that generators will fulfill their 

obligation to procure inventory to meet their expected operation.  However, 

generators and the ISO may have different estimates of expected operation during 

the winter period, with the ISO making more conservative estimates based on a 

colder winter and other contingencies.  The ISO and generators may also have 

differing views on the degree to which it is reasonable to rely on an in-season 

replenishment strategy.  The ISO believes that it is appropriate, as well as 

consistent with the Commission’s order on obligations, to compensate generators 

that adopt the ISO’s estimates of how much fuel is required, or how much is 

needed in upfront inventory rather than depending upon an in-season 

replenishment strategy.   

Q: THE WINTER RELIABILITY PROGRAM IS LARGELY TIME-

LIMITED AND DISCRETE.  WHAT ARE THE ISO’S LONG-TERM 

PLANS TO ADDRESS THESE OPERATIONAL ISSUES? 

A: The Commission has recently approved changes to the incentive structure in the 

Forward Capacity Market in order to strengthen the incentives for all generators 

to make adequate fuel arrangements and provide the region with the operating 

flexibility that is required, particularly under stressed power system conditions.4 

4ISO New England Inc., 147 FERC 61,172 (2014). 
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These market rule changes (known as “Pay For Performance” or “PFP”) will 

cause generators to include the costs of responding to these incentives in their 

Forward Capacity Market offers/bids, likely causing an increase in capacity 

prices, which over time will result in additional fuel infrastructure and increased 

operational flexibility as generators make adjustments, including seeking more 

secure and more flexible fuel services in the marketplace.  The ISO believes that, 

once Pay For Performance is in place, it will eliminate the need for supplemental 

winter programs. 

Q: WHY ISN’T THE ISO OFFERING A MARKET-BASED SOLUTION? 

A: This year, like last year, it was not evident that a winter program would be 

required until the previous winter had ended.  While there was not time to develop 

a defined product and a market-based clearing mechanism, the ISO worked with its 

stakeholders to expand the inclusion of resources that could participate in the fuel 

adequacy program in the upcoming winter.  This topic is discussed further below. 

Both this year and last, Market Participants proposed market-based winter 

solutions that had, in the ISO’s estimation, significant flaws, including most 

prominently administrative triggers and designs that require the ISO to exercise 

significant judgment about both the trigger and participant performance following 

the trigger.   

In any case, given the changes in operating conditions outlined in Mr. Brandien’s 

testimony, the ISO believes that future winter programs will be required in each 

winter until PFP is effective.  Therefore, the ISO plans to evaluate whether it is 
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feasible to design and implement a market-based winter solution before PFP is 

effective.  This evaluation is likely to include the potential costs associated with 

such a solution and how it would apply to resources that have already cleared in 

the capacity market and have a current set of obligations. 

  Q: DOES THE WINTER RELIABILITY PROGRAM REQUIRE THE ISO TO 

EXERCISE DISCRETION IN SELECTING PROGRAM PARTICIPANTS? 

A: The ISO has eliminated much of the discretion that was included in last year’s 

design.  Specifically, last year, participants bid into the program, and the rules 

stated that the ISO would “make its selections” among the bids based on the 

criteria that were listed in Section III.K.6 of the rules (“Selection of Program 

Participants”).  These criteria included cost, diversity of location, and sensitivity 

to certain geographical constraints.  In fact, the ISO did not exercise its discretion 

and selected bids solely on cost.   

This year, the program does not have an “as bid” design.  Rather, participants are 

paid a set rate for unused inventory.  Accordingly, the ISO has eliminated the 

rules related to selection of program participants.  In fact, of the four program 

components where participants must provide notice of their interest, only the 

demand response component includes any criteria in the event the ISO is required 

to exercise discretion.  Because the demand response program is limited to 100 

assets and 100 MW (caps the ISO does not expect to hit), Section III.K.6(e) of the 

rules notes that the ISO “shall accept up to 100 qualified assets at a level not to 

exceed 100 MW from those Market Participants providing notice, based on” three 
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factors.  These factors are the asset’s proposed capacity, its location relative to 

known constrained areas, and/or historic performance.  Again, the ISO does not 

expect to hit the cap on demand response participation and, accordingly, does not 

expect to exercise any discretion in selecting demand response program 

participants.   

As noted above, the rules regarding the remaining three program components 

where participants must provide notice of interest do not include any discretionary 

decision-making by the ISO.  The unused oil inventory program is self-limiting, 

given individual unit/station maximum inventory capability.  The unused LNG 

contract volume program has an overall cap, but explicitly states that the cap will 

be allocated based on a “first come, first served” basis.  Regarding the dual fuel 

commissioning program, the ISO plans to accept all proposals that include, as 

required, a plan that would render the generator capable of operating on oil by 

December 1, 2016.5     

Although the individual program components include far less discretion than last 

year, the ISO did include “safety valve” provisions in the rules6 to allow the ISO 

to reject a generator or demand response asset that the ISO believes cannot 

participate.  For example, if a unit that the ISO expects to have sustained and 

repeated partial outages7 seeks to participate in the unused oil inventory 

5 See pages 10-25 infra for discussion of these three program components. 
6 See Section III.K.6(e) in the demand response rules (“The ISO may accept or reject any and all assets 
proposed for participation”) and Section III.K.2 (“The ISO reserves the right to reject any notice of 
proposed participation on any grounds, including the ISO’s concerns about the deliverability of the fuel or 
the past performance of the relevant Asset”). 
7 Full outages of the unit would disqualify it for compensation on a pro rata basis.  See III.K.3(d) and the 
discussion below regarding the performance adjustment in the oil and LNG components of the Program. 
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component of the program, the outcome, absent the ISO’s exercise of the safety 

valve, would be that the region would pay the unit for the oil in its inventory at 

the end of the winter when the unit was largely unable to burn that oil.  That said, 

the ISO does not expect to use these safety valve provisions except where 

absolutely necessary to protect the region, and only when there is significant 

evidence that it is warranted. 

Q: IS THE WINTER RELIABILITY PROGRAM RESOURCE NEUTRAL? 

A: The ISO has significantly improved the neutrality of the Winter Reliability 

Program by adding a component related to LNG contracts.  As a result, this year, 

generators (single or dual fuel) that can burn oil or LNG and demand response 

assets are eligible to participate in the Program. 

 The ISO recognizes that the design of the Winter Reliability Program excludes 

other types of units (e.g., nuclear, hydro).  In part, this is because the Winter 

Reliability Program is a fuel adequacy program, and it is difficult to identify 

additional fuel requirements for these types of resources, which typically have 

low-cost fuels or extended fuel supplies to meet their expected operation.  

B. COMPENSATION FOR UNUSED OIL INVENTORY 

Q: PLEASE DESCRIBE THIS COMPONENT OF THE WINTER 

RELIABILITY PROGRAM. 

A: Pursuant to this component of the program, which is contained in Section III.K.3 

of the rules, generators that have a minimum level of oil at the beginning of the 

winter will receive an end-of-season payment to offset the costs of unused oil 
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inventory.  As noted above, by offsetting some (but not necessarily all) carrying 

costs of unused fuel, this compensation is intended to encourage generators to rely 

on upfront inventory rather than replenishment and to ensure that there is 

sufficient oil in on-site inventory to meet the region’s needs in a cold winter.  The 

payment will be calculated using a set, fixed rate.   

Q: HOW DO GENERATORS INDICATE THEIR INTEREST IN 

PARTICIPATING? 

A: Pursuant to Section III.K.2 of the rules, to participate in this component of the 

program, a Market Participant must notify the ISO by October 1 and include an 

estimate of its expected level of oil inventory on December 1.     

Q: HOW MUCH OIL IS THE ISO TARGETING FROM THE REGION AND 

EACH GENERATOR? 

A: On December 1, a participating generator’s oil inventory must meet or exceed the 

lesser of (i) 85% of the usable fuel storage capability and (ii) supply sufficient to 

operate the generator for 10 days at full load.  The ISO will include oil burned 

after November 15 in this inventory, as well as oil used for audits (although the 

latter must be returned to inventory).8  The maximum inventory that is eligible for 

compensation at each generator is the lesser of (i) 95% of the usable fuel storage 

capability and (ii) supply sufficient to operate the generator for 15 days at full 

load.9  As discussed in Mr. Brandien’s testimony, these targets, in the aggregate, 

meet the region’s needs for fuel in a cold winter.  They also ensure that program 

8 III.K.3(b). 
9 III.K.3(d). 
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dollars pay for inventory that is incremental to the oil that generators would have 

purchased absent the program.10  

Q: WHAT HAPPENS IF GENERATORS CAN’T REACH THESE 

INVENTORY LEVELS BY DECEMBER 1? 

A: Generators will have a grace period until January 1 to reach their targets, although 

they will be compensated based on the oil in inventory on December 1.11  If 

generators fail to meet the minimum by January 1, they will not be eligible for the 

end-of-season payment.   

Q: CAN GENERATORS SHARE OIL IN A COMMON TANK? 

A: Yes, provided that all generators with a shared fuel supply must participate.12  

This requirement ensures that the supply is not diluted across the generators 

sharing the tank, and that the oil is incremental.  In the event that a generator 

using a shared tank is expected to be out of service for the winter period, the ISO 

has the ability to make an exception to the requirement.13 

Q: WHAT OBLIGATIONS DO THESE GENERATORS HAVE? 

A: Participating generators must submit Supply Offers into the Day-Ahead Energy 

Market and Real-Time Energy Market at their physical capacity for each hour of 

the day.  They are also prohibited from selling program oil during the winter.14  

10 Brandien Testimony at pp. 9-10.  
11 III.K.3(b). 
12 III.K.3(a). 
13 Id. 
14 III.K.2. 
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Q: HOW WILL UNITS PROVIDING THE SERVICE BE COMPENSATED? 

A: As set out in Section III.K.3(d), generators will be compensated at the end of the 

winter based on the formula (Eligible Inventory x Set Rate) x Performance 

Adjustment.  These payments are in addition to payments pursuant to the Tariff 

for Energy, Ancillary Services or other services, none of which are varied by the 

Winter Reliability Program. 

Q: HOW IS ELIGIBLE INVENTORY DETERMINED? 

A: The “Eligible Inventory” portion of the payment formula is the lesser of (i) the 

inventory on December 1 (calculated as set out in Section III.K.3(b)); (ii) the 

maximum described above; and (iii) the inventory on March 15, which excludes 

any oil added after March 1.     

Q: WHY IS OIL ADDED AFTER MARCH 1 EXCLUDED? 

A: Excluding oil added after March 1, but measuring the inventory on March 15, 

may further reduce the cost of this portion of the Winter Reliability Program in 

the amount of the fuel used to operate the plant in the first half of March, and  

provides some cost protection to load if resources elect to replenish towards the 

end of the winter. 

Q: WHAT PREVENTS GENERATORS FROM REFILLING THEIR TANKS 

TO INCREASE THEIR PAYMENTS? 

A: Participants can fill their tanks back to their December 1 levels to maximize 

compensation, assuming that the logistics of the scheduling fuel deliveries makes 

this possible for a facility; however, they must use this oil for energy production.  
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As explained in Section III.K.3(d), fuel delivered after February 1 that is 

subsequently sold will cause the participant’s compensation to be recalculated to 

exclude that fuel.  To make this determination, the ISO will monitor through 

November 30 the inventory levels of participants that added oil after February 1.   

Q: WHAT IS THE SET RATE AND HOW WAS IT DETERMINED? 

A: The set rate is $18/barrel and was calculated by Analysis Group.15  Analysis 

Group was asked to develop a rate that would offset some, but not necessarily all, 

costs of holding unused inventory at a level sufficient to meet the ISO’s inventory 

goals.  As other incentives, including inframarginal returns and generator 

obligations, exist, it is not necessary to compensate generators for 100% of these 

costs. 

In determining the rate, Analysis Group quantified four types of costs on a unit-

specific basis.  These costs were:  carrying costs, which are the opportunity cost 

of dollars invested in securing oil inventory over the time period that inventory is 

held; price risk, which is the risk that prices decrease subsequent to the purchase 

of oil inventory; availability cost, which is the performance adjustment included 

in the Winter Reliability Program’s calculation of compensation; and liquidity 

risk, which is the risk that the value of stored oil not used by the end of the winter 

season cannot be easily liquidated.   

15 For more information, see 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by 
Analysis Group (June 6, 2014) at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
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As its next step, Analysis Group then determined the holding costs of the last 

resource needed to meet a cumulative inventory of 3.5 million barrels of oil.  

These holding costs are $18/barrel (rounded).   

Q: PLEASE DESCRIBE THE PERFORMANCE ADJUSTMENT. 

A: The performance adjustment is simply the number of hours in which the generator 

was fully or partially available or in which there was a transmission outage 

making the resource fully unavailable, divided by the total number of winter 

hours.  In essence, this adjustment results in generators losing a pro rata portion of 

their payment when they are fully unavailable and could otherwise have used 

some of the fuel that remains in inventory at the end of the winter.   

Q: ARE THERE ANY OTHER PENALTIES? 

A: No.  This is another change from last year’s program, which required a generator 

to pay for barrels of oil that were not in inventory in accordance with its program 

offer.  This year, the design is simpler, in that a generator that fails to reach the 

program’s minimum inventory level is simply excluded from the program without 

incurring potential out-of-pocket penalties. 

Q: HOW WILL THE ISO MONITOR OIL USE? 

A: As set out in Section III.K.3(c), participating generators must report their usable 

oil inventory levels to the ISO on the first of the month during the winter and as 

otherwise requested.  Moreover, Section III.K.7 requires participants to maintain 

detailed fuel logs and to provide the logs, fuel inventory levels and other relevant 
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documentation, including receipts, to the ISO upon request.  Participants must 

also allow ISO staff or designees on-site to verify reported fuel levels.   

C. COMPENSATION FOR UNUSED LNG CONTRACT VOLUME 

Q: PLEASE DESCRIBE THIS COMPONENT OF THE WINTER 

RELIABILITY PROGRAM. 

A: Pursuant to this component of the program, which is contained in Section III.K.4 

of the rules, generators that contract for LNG will receive an end-of-season 

payment to offset the risk of unused contract volumes.  This portion of the Winter 

Reliability Program is intended to create incentives for generators to acquire LNG 

as a peaking fuel and to augment the use of pipeline gas.   

Q: WHY DID THE ISO INCLUDE LNG IN ITS SOLUTION THIS YEAR? 

A: As the ISO indicated last year, it prefers a solution that is as fuel-neutral as 

possible, and the inclusion of LNG is consistent with that goal.  The inclusion of 

LNG is also consistent with the fundamental objectives of the Winter Reliability 

Program, which are to augment scarce pipeline gas and improve the fuel security 

for the region.  To fulfill this objective, the rules make clear that eligible units 

must be able to use both pipeline gas and LNG.16  Moreover, LNG is particularly 

beneficial on nights and weekends, when it may be difficult to acquire and 

schedule pipeline gas.   

In addition to substituting for pipeline gas, LNG provides another benefit by 

improving pressures on pipelines.  Although LNG often flows on the same 

16 Section III.K.4(a). 

15 
 

                                                 



pipelines that are congested, LNG providers (e.g., Distrigas, Canaport) are located 

in the North and East and improve the pressures caused by the flow of cheaper 

gas from the West.     

Q: HOW DID THE ISO OVERCOME THE CONCERNS EXPRESSED LAST 

YEAR ABOUT THE MARKET IMPACTS OF INCLUDING LNG? 

A: Last year, the ISO was concerned that providing incentives for an additional 

supply of LNG would inadvertently reduce gas released from other uses (e.g., fuel 

switching) or would undermine the use of pipeline gas when it is economic.17  

This year’s program structure, including the relatively modest subsidy for LNG, 

largely preserves the incentives for resources to make economic decisions 

between LNG and pipeline gas (and, for dual fuel resources, oil).     

Last year, the ISO was also concerned that a solution providing incentives to gas 

suppliers or generators to ensure incremental gas supply would affect wholesale 

electricity prices by inadvertently distorting the gas costs that make up the bulk of 

a gas-fired generator’s energy offer.18  This year, the peaking nature of the 

program, reflected in limited resource-specific quantities of LNG eligible for 

compensation, as well as the total program cap, mitigate the impacts that LNG 

could have on electricity market prices.  Moreover, high LNG prices in recent 

years and the modest size of the subsidy also reduce this concern.  All of these 

program features are discussed below. 

17 ISO New England Inc., 144 FERC 61,204 at P. 45 (2013). 
18 Id. 
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Finally, from a practical perspective, the ISO was able to include LNG because of 

the changes in the nature of the program.  Specifically, because this year’s 

program is not measuring upfront inventory, the ISO is not required to manage the 

fuel or have triggering events for the use of LNG.   

Q: HOW DO GENERATORS INDICATE THEIR INTEREST IN 

PARTICIPATING? 

A: Pursuant to Section III.K.2 of the rules, to participate in this component of the 

program, a Market Participant must notify the ISO by October 1.  Pursuant to 

Section III.K.4(b), this notice must describe the contract for which the Market 

Participant proposes to receive compensation.  The ISO will provisionally accept, 

on a “first come/first served basis,” contracts up to (i) the aggregate cap of 6 Bcf 

and (ii) the daily output of LNG providers.  The ISO will provide notice of this 

provisional acceptance by October 15. 

Q: WILL THE ISO REVIEW THE EXECUTED CONTRACTS? 

A:  As set out in Section III.K.4(c), generators must submit the executed contracts to 

the ISO by December 1.  The generators must also submit a certificate, the form 

of which is attached to the rules, that confirms that the contract has a “take or 

pay” construct, specifies the volume and term of the contract, includes the 

pipeline delivery point and gas meter number, and confirms that the contract 

includes pipeline transportation to the generator’s meter.   
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Q: WHY MUST THE CONTRACT HAVE A “TAKE OR PAY” 

CONSTRUCT? 

A: A “take or pay” construct is most comparable to the unused oil inventory 

component of the Winter Reliability Program, in that most of the costs are related 

to the unused volumes rather than total contract quantities.  Other constructs, such 

as options, have variable terms, including strike price, commodity cost (floating 

versus fixed), demand/reservation charges, and varying number of calls per 

contract, all of which create difficulty in understanding what is being delivered.  

In addition, constructs other than “take or pay” can often reflect financial, rather 

than physical, transactions. 

Q: HOW MUCH LNG IS THE ISO TARGETING FROM THE REGION AND 

EACH GENERATOR? 

A: The ISO has not established a minimum amount of LNG in part because some 

generators may require small amounts of LNG (e.g., for overnight starts only).  

To set the maximum amounts, the ISO included both a per-generator and total 

program cap.  Specifically, each generator will be compensated up to the amount 

needed to operate at full load for four days.  A generator that chose to acquire 

contract volumes for full load for four days would likely use this gas over more 

than four days of operation to augment access to pipeline gas.   

Across the entire fleet, the maximum amount of LNG for compensation is 6 Bcf.  

As discussed in Mr. Brandien’s testimony, in calculating this maximum, the ISO 

considered the region’s needs for fuel in a cold winter, the amount that could 

reasonably be used as a peaking product, and the latest ICF International analyses 
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of LNG flows, including the capacity flow limits on the Algonquin and Tennessee 

pipelines.19 

Q: WHAT OBLIGATIONS DO THESE GENERATORS HAVE? 

A: Participating generators must submit Supply Offers into the Day-Ahead Energy 

Market and Real-Time Energy Market at their physical capacity for each hour of 

the day.  They are also prohibited from selling their LNG or rights thereto during 

the winter.20  

Q: HOW WILL UNITS PROVIDING THE SERVICE BE COMPENSATED? 

A: As set out in Section III.K.4(e), generators will be compensated at the end of the 

winter based on the formula (Unused Quantity x Set Rate) x Performance 

Adjustment.  These payments are in addition to payments pursuant to the Tariff 

for Energy, Ancillary Services or other services, none of which are varied by the 

Winter Reliability Program. 

Q: HOW IS UNUSED QUANTITY DETERMINED? 

A: The “Unused Quantity” portion of the payment formula is the lesser of December 

1 and March 1 contract volumes, and may not exceed the amount of fuel 

necessary to permit the generator to operate for four days at full load.     

Q: WHAT IS THE SET RATE AND HOW WAS IT DETERMINED? 

A: The set rate is $3/MMBTU.  This rate was calculated by Analysis Group by 

converting the $18/barrel rate established for the unused oil inventory component 

19 Brandien Testimony at pp. 9-10. 
20 III.K.2. 
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of the Winter Reliability Program to an MMBTU rate using an oil-to-energy 

conversion factor.21  

Q: ISN’T THIS RATE LOW COMPARED TO THE OIL RATE? 

A: No.  As the region could meet its reliability needs using oil alone, the ISO cannot 

justify paying more for LNG.  Moreover, calculating an LNG-specific rate is 

challenging given the limited number of suppliers, the lack of transparency 

regarding the costs associated with LNG inventory, and the wide variation in 

contract terms.   

Q: PLEASE DESCRIBE THE PERFORMANCE ADJUSTMENT. 

A: As with the unused oil inventory portion of the Winter Reliability Program, the 

performance adjustment is simply the number of hours in which the generator was 

fully or partially available or in which there was a transmission outage rendering 

them fully unavailable, divided by the total number of winter hours.     

Q: ARE THERE ANY OTHER PENALTIES? 

A: No.   

Q: HOW WILL THE ISO MONITOR LNG USE? 

A: As set out in Section III.K.4(d), participating generators must report their 

remaining contracted volumes to the ISO on the first of the month during the 

winter and as otherwise requested.  Moreover, Section III.K.7 requires 

participants to maintain detailed fuel logs and to provide the logs, fuel inventory 

21 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by Analysis Group (June 6, 
2014) at 11; at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
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levels and other relevant documentation, including receipts, to the ISO upon 

request.     

D. COMPENSATION TO OFFSET DUAL FUEL COMMISSIONING 
COSTS 

Q: PLEASE DESCRIBE THIS COMPONENT OF THE WINTER 

RELIABILITY PROGRAM. 

A: Pursuant to this component of the program, which is contained in Section III.K.5 

of the rules, gas-fired generators that commission or recommission dual fuel 

capability will be eligible for compensation to offset some of those costs.  Eligible 

generators are those that have not operated on oil since at least December 1, 

2011.22 

Q: WHY DID THE ISO INCLUDE DUAL FUEL COMMISSIONING IN ITS 

SOLUTION THIS YEAR? 

A: As discussed in Mr. Brandien’s testimony, there are a number of incentives for 

dual fuel generators in this year’s Winter Reliability Program, as these generators 

can provide valuable fuel diversity and flexibility.  These incentives are needed, 

given that, as Mr. Brandien discusses, generators are mothballing their dual fuel 

capability.23  

22 III.K.5(a). 
23 Brandien Testimony at pp. 10-11. 
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Q: HOW DO GENERATORS INDICATE THEIR INTEREST IN 

PARTICIPATING? 

A: Pursuant to Section III.K.2 of the rules, to participate in this component of the 

program, a Market Participant must notify the ISO by December 1, 2014.  This 

notice must include a plan for commissioning, including a target date on or before 

December 1, 2016.24     

Q: WHAT CONSTITUTES SUCCESSFUL COMMISSIONING? 

A: As set out in Section III.K.5(c), there are three conditions to successful 

commissioning, in addition to the date requirement.  These conditions are:  an oil 

tank that holds enough fuel to start the generator from a cold state and support its 

operation at its Economic Minimum Limit for the greater of four hours or the 

generator’s minimum run time; the ability to switch fuels within eight hours from 

an online state and, if the generator must shut down to switch, a return to 

operation at the Economic Minimum Limit within eight hours; and the ability to 

run on oil at the Economic Maximum Limit for one hour. 

Q: HOW WILL UNITS PROVIDING THE SERVICE BE COMPENSATED? 

A: As set out in Section III.K.5(d), a generator will be compensated for its testing 

costs up to the amount of a unit-specific cap that will be calculated by the ISO.  

As described in Section III.K.5(b), the cap will be established based on the 

following assumptions:  (a) if the target commissioning date is on or before 

December 1, 2015, 20 hours of Energy cost at full load operation; (b) if the target 

commissioning date is after December 1, 2015 and on or before December 1, 

24 III.K.5(b). 
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2016, 10 hours of Energy cost at full load operation; (c) three start-ups from a 

cold state on the secondary fuel; and (d) an estimate of Energy revenues that 

would be paid while the generator is auditing.  

 These testing costs will be paid through Section III.1.5.2(e), which contains the 

permanent dual fuel auditing rules that are included in this Winter Reliability 

Program.  In turn, those rules establish that audits are compensated through Net 

Commitment Period Compensation.   

Q: WHY DO UNITS COMMISSIONING LATER RECEIVE LESS 

COMPENSATION? 

A: There are two reasons.  First, the program is creating an incentive for generators 

to establish dual fuel capability as soon as possible, given the reliability needs in 

the region.  Second, as discussed below, the obligations associated with the 

compensation run through May 31, 2018.  Generators commissioning later have a 

shorter obligation period and, therefore, should receive less compensation. 

Q: WHAT OBLIGATIONS DO THESE GENERATORS HAVE? 

A: Sections III.K.5(e) and (f) establish obligations, respectively, for maintaining fuel 

inventory and annual audits.  The obligation in Section III.K.5(e) requires every 

successfully commissioned generator to have oil in its tank as of each December 1 

through and including December 1, 2017 sufficient to start the generator from a 

cold state and support its operation at its Economic Minimum Limit for the 
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greater of four hours or the generator’s minimum run time.25  The ISO will 

include oil burned after November 15 in this inventory, as well as oil used for 

dual fuel audits (although the latter must be returned to inventory).  Pursuant to 

Section III.K.2 of the rules, participating generators cannot sell the fuel during the 

period in which they are obligated (i.e., through and including the winter of 

2017).  As with other components of the Winter Reliability Program, the ISO will 

monitor the generators’ oil inventory levels.26 

Section III.K.5(f) requires commissioned generators to demonstrate their dual fuel 

capability each year through 2018 by means of an audit.  The audit will be 

scheduled pursuant to Section III.1.5.2(e), which contains the permanent dual fuel 

auditing rules that are included in this Winter Reliability Program.  The audit 

must demonstrate the generator’s ability to operate on oil and switch fuels within 

eight hours. 

Q: WHAT HAPPENS IF A GENERATOR FAILS TO MEET ONE OF THESE 

OBLIGATIONS? 

A: As set out in Section III.K.5(g), in the event that a generator fails to meet its 

obligation to maintain oil inventory or demonstrate its dual fuel capability, the 

generator shall be subject to a charge.  The charge is Monthly Compensation 

multiplied by the number of months between the date of the breach and May 31, 

2018.  Monthly Compensation, in turn, is determined by dividing the total 

25 Generators that commission between December 1, 2014 and February 1, 2015 must also have this 
minimum amount of oil in their tanks within 15 days of commissioning.   
26 Per Section III.K.5(e), generators may  be eligible for compensation for their fuel inventories pursuant to 
other sections of Appendix K if they meet the requirements thereof. 
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payment to the generator for dual fuel commissioning by the number of months 

between the commission date and May 31, 2018.   

Q: WHAT HAPPENS IF A GENERATOR CURES ITS BREACH? 

A: In the event of a cure, the ISO will issue a refund in the amount of Monthly 

Compensation multiplied by the number of months remaining until May 31, 2018. 

Q: WHY IS MAY 31, 2018 THE END DATE FOR THESE OBLIGATIONS? 

A: That is the date on which the PFP rules will be effective.  The ISO expects that 

these rules will replace the obligations contained in Section III.K.5 with sufficient 

incentives for generators to maintain their dual fuel capability.   

E. DEMAND RESPONSE PROGRAM 

Q: ARE THE DEMAND RESPONSE SERVICES DESCRIBED IN THE 

APPENDIX K REVISIONS LARGELY THE SAME AS THOSE 

PROPOSED FOR THE WINTER OF 2013/2014? 

A: Yes.  The overall structure and most of the individual provisions of the demand 

response program described in the Appendix K revisions are largely the same as 

the demand response program accepted by the Commission for the winter of 

2013/2014.  However, as discussed in the filing letter, there are a number of 

program design changes in Appendix K.  Below, I describe three of the changes:  

the change in the monthly payment rate from “as bid” to an administrative rate; 

the reduction in demand response payments by the amount of the energy 

payments received by generators located at the same retail delivery point for the 
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intervals the demand response asset was dispatched; and the improved flexibility 

of the demand response asset dispatch requirements. 

Q: PLEASE EXPLAIN THE CHANGE TO APPENDIX K THAT SETS THE 

MONTHLY PAYMENT RATE ADMINISTRATIVELY. 

A: In keeping with the other aspects of the overall Winter Reliability Program design 

(i.e., the unused oil inventory and unused LNG contract volume components), 

demand response assets do not submit a bid price to participate in the Winter 

Reliability Program.  Rather, the ISO will pay all participating demand response 

assets a fixed monthly capacity price of $1.80/kW-month.  To reach this result, 

the administrative price established for the unused oil inventory program of 

$18/barrel of oil was converted into a $1.80/kW-month capacity price using the 

following formula: 

DR Capacity Price = Ro×[(1/Havg)×HRg×100MW×180h]/(100,000 kW×3 months) = 
$1.80/kW-month 
 
Where: 
 
Ro: Unused Oil Inventory Program Rate = $18/bbl 
Havg: Heat content of oil-fired units in New England =  

6.0 MMBtu/bbl 
HRg: Generic heat rate = 10 MMBtu/MWh 
180h: 180 hours, which is the maximum number of hours a demand response asset could 

be dispatched during the winter season under the program.27 
   

27 Analysis Group performed the conversion.  See 2014/2015 Winter Program:  Program Rates, Limits and 
Potential Costs by Analysis Group (June 6, 2014) at p. 15; at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 

26 
 

                                                 

http://www.iso-ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html
http://www.iso-ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html


Q: PLEASE EXPLAIN THE REDUCTION IN THE ENERGY PAYMENTS 

TO PARTICIPATING DEMAND RESPONSE ASSETS WITH 

GENERATORS. 

A: Some customer facilities that are eligible to participate in the Appendix K demand 

response program have generation assets that are located behind the facility’s 

retail delivery point and that participate directly in the wholesale energy markets 

pursuant to Section III.1 of the Tariff.  If such a facility participates in the Winter 

Reliability Program, it is possible that the demand response asset would be 

dispatched at the same time the generation asset at the same facility is generating 

energy, producing net supply (i.e., an injection of energy into the power system), 

and receiving energy payments for net supply pursuant to the wholesale energy 

market provisions of the Tariff.  However, because the Winter Reliability 

Program also compensates demand response assets for providing net supply to the 

power system – see the second paragraph of Section III.K.6 – Appendix K could 

result in a second payment for the same net supply.  That is, a generation asset 

and a demand response asset located at the same customer facility could each 

receive an energy payment for the same net supply provided to the power system.   

To avoid this outcome, Appendix K was modified to subtract from the demand 

response asset’s energy payment any energy payments made to generation assets 

located at the same retail delivery point for net supply that is produced 

coincidently with the dispatch of the demand response asset.  In the event that 

there are multiple demand response assets participating in the Winter Reliability 

Program located behind a single retail delivery point, the deduction for any 
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energy payments made to generation assets for energy delivered from that retail 

delivery point will be subtracted from these demand response assets on a pro-rata 

basis.  These modifications are found in Sections III.K.6(f)(iii) and III.K.6(f)(iv) 

of the Appendix K revisions. 

Q: PLEASE EXPLAIN THE CHANGES TO APPENDIX K THAT MAKE 

THE DEMAND RESPONSE ASSET DISPATCH REQUIREMENTS 

MORE FLEXIBLE.  

A: The ISO proposes to make changes to demand response asset dispatch 

requirements to better meet system operational needs and in response to 

participant feedback.  Although the ISO is maintaining a maximum of 180 hours 

of dispatch throughout the winter, those hours have changed from ten long 

dispatches in the 2013-14 winter program to up to 30 six-hour dispatches in the 

proposed winter program.  In the new paradigm, there can be no more than two 

dispatches per day, with a minimum of four hours between each dispatch. 

Q: WHY IS THE ISO PROPOSING TO LIMIT EACH DISPATCH OF A 

DEMAND RESPONSE ASSET TO A MAXIMUM OF SIX HOURS, AND 

TO NO MORE THAN TWO DISPATCHES PER DAY? 

A: The times during the winter in which the ISO anticipates the greatest need for 

demand response services are the early morning ramping period and the evening 

peak period.  In the winter, the wholesale power system is particularly vulnerable 

during the early morning when the rate of system load growth is very high, 

making the system vulnerable to a failure of any critical power system element.  

Further, daily peak load in the winter, in contrast to the summer, occurs in the 
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evening hours, so having demand response assets available in the evening hours is 

also useful.  The number of hours of exposure in each of these periods is limited 

to about six hours.  Accordingly, limiting each dispatch to six hours and to no 

more than two dispatches per day meets both expected system operational needs 

and the preference of demand response providers to limit dispatch hours where 

possible.  These changes are found in Sections III.K.6(d)(ii) and  III.K.6(d)(iii) of 

the Appendix K revisions. 

 Q: WHY IS THE ISO PROPOSING TO REQUIRE A MINIMUM OF FOUR 

HOURS BETWEEN EACH DISPATCH? 

A: Because the ISO anticipates that it would not need demand response services 

during the middle of a typical winter day (i.e., from late morning to late 

afternoon), establishing a minimum of four hours between dispatches is 

appropriate and meets the preference of demand response providers to limit 

dispatch hours where possible.  This change is found in Section III.K.6(d)(iv) of 

the Appendix K revisions. 
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F. COSTS AND COST ALLOCATION 

Q: WHAT ARE THE EXPECTED COSTS OF THE COMPONENTS OF THE 

WINTER RELIABILITY PROGRAM DESCRIBED IN THIS 

TESTIMONY? 

A:  The ISO asked Analysis Group to estimate the costs of the unused fuel inventory, 

demand response and dual fuel commissioning components of the Winter 

Reliability Program.28  Their conclusions are: 

• Unused Oil Inventory and LNG Contract Volume:  At the high end, the 

cost for these two program components assumes that 100% of the targeted 

amount is unused.  The targets are 3.54 million barrels of oil and 6 Bcf of 

gas.  The resulting costs are $82.6 million.  

• Dual fuel commissioning:  The potential maximum cost for all units that 

commission by December 1, 2015 is $12.9 million.  This calculation 

assumes that 12 units are commissioned, totaling around 3,400 MW of 

capacity, and that each is paid its maximum eligible compensation.  If 

additional resources are commissioned by December 1, 2016, costs will 

increase.  The amount of that increase is unknown currently, but will be 

transparent as of December 1, 2014, at which point all notices of intent to 

participate must be submitted to the ISO.   

28 For more information, see 2014/2015 Winter Program:  Program Rates, Limits and Potential Costs by 
Analysis Group (June 6, 2014) at pp. 12-16; at A03 of http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2014/jun10112014/index.html. 
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• Demand response:  The maximum cost is $2.4 million.  This calculation 

assumes 100 MW of participation, Energy payments at the average 

payment rate of last year’s program, and 50 hours of dispatch.     

Q: HOW ARE THESE COSTS ALLOCATED? 

A: In accordance with the Commission’s order regarding last year’s program, 

program costs are allocated to Real-Time Load Obligation (excluding pumping 

load), which is paid by load-serving entities. 

III. CONCLUSION 
 
Q:   DOES THIS CONCLUDE YOUR TESTIMONY? 

A:   Yes. 

 

31 
 





UNITED STATES OF AMERICA 

BEFORE THE  

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

ISO New England Inc.               )  Docket No. ER14-___-000 

 
TESTIMONY OF PETER BRANDIEN 

ON BEHALF OF ISO NEW ENGLAND INC.  
 

I. INTRODUCTION 
 
Q: PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS. 

A: My name is Peter T. Brandien.  I am employed by the ISO as the Vice President 

of System Operations.  My business address is One Sullivan Road, Holyoke, 

Massachusetts 01040. 

Q: PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

WORK EXPERIENCE. 

A: I have a Bachelor of Science degree in Electrical Engineering from the University 

of Hartford.  I have over 27 years of energy industry experience in control room 

operations.  In 2004, I joined the ISO as the Vice President of System Operations.  

In that capacity, I am responsible for the day-to-day operations of New England's 

bulk electric system and oversight of transaction management, transmission 

technical studies, outage coordination, unit commitment, economic dispatch, 

system restoration, operator training, certain compliance functions and 

development of operating procedures.  Prior to joining ISO New England, I spent 

17 years at Northeast Utilities, most recently as director of transmission 

operations.  Before Northeast Utilities, I served in the U.S. Navy as a submarine 



nuclear propulsion plant operator/electrician. 

Q:   WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A: My testimony is intended to help explain the need for the program that the ISO 

has proposed to maintain reliability during the upcoming winter (the “Winter 

Reliability Program”), and the calculation of the targeted amounts of fuel in the 

oil and LNG components of the Program.  I will also discuss the reasons for 

including incentives to encourage investment in dual fuel capability, and, 

specifically, the dual fuel auditing provisions that are included in the Winter 

Reliability Program. 

II. TESTIMONY 

A. NEED FOR A 2014-15 WINTER RELIABILITY PROGRAM 

Q:  WHY DID THE ISO INITIALLY PROPOSE A WINTER RELIABILITY 

PROGRAM LAST YEAR? 

A: New England’s reliance on natural gas for electric generation has increased 

dramatically over the past decade; currently, gas-fired generators provide more 

than half of New England’s energy.  In the past few years, the lower cost of 

natural gas compared to other fuels has increased competition for the use of the 

northeast interstate natural gas pipelines, the capacity of which has not expanded 

commensurate with the growth in demand.  The constraints on the pipeline 

infrastructure are worse during cold weather because of the increased use of 

natural gas for home heating.   

The problem is evident in instances in which natural-gas fueled generators have 
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not provided energy when dispatched because of their inability to procure natural 

gas or transportation services or because gas was viewed as too expensive in real 

time.  These problems, along with worsening fleet performance generally, were 

documented in significant detail in my testimony in the ISO’s filing of its Pay For 

Performance proposal.1  

Moreover, before the 2013-14 winter, the ISO discovered that power plants had 

dramatically reduced their oil inventories in response to the prevalence of natural 

gas and the declining utilization of oil for power generation.  Tanks were kept, on 

average, at only 24% of capacity.  These inventory levels may be adequate for the 

limited hours that oil units are dispatched during the year, but they restrict the 

availability of these resources when needed for sustained periods.  For example, if 

the approximately 12,000 MW of resources capable of operating on oil were 

operated at full load during a cold snap, based on their reported inventories, 

almost half of those resources would become unavailable after 48 hours, assuming 

no replenishment of fuel inventory.   

In sum, the 2013-14 Winter Reliability Program was intended to bridge the fuel 

gap created in the event of colder-than-average winter weather.   

1 For additional background on gas dependence and generator performance issues in New England, see the 
Testimony of Peter T. Brandien in ISO New England, Inc., Docket No. ER14-1050-000, Performance 
Incentive Market Rule Changes (January 17, 2014). 
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Q: WAS THE WINTER RELIABILITY PROGRAM IMPORTANT TO 

RELIABILITY DURING THE 2013-14 WINTER? 

A: It was.  Among other features, the 2013-14 Winter Reliability Program was 

designed to fill the gap between actual generator oil inventories and the oil that 

would be required during a colder winter.  In fact, the winter was colder than 

usual, with more than a month’s worth of days that were colder than the 20-year 

average.  Gas prices soared, and – unusually – exceeded oil prices on 57% of 

winter days, such that oil units were in merit and were base-loaded.  Production 

flipped, with gas units providing relatively little energy and oil units’ production 

increasing from the average 1% to nearly a quarter of the region’s electricity 

during cold periods. 

In total, last year’s Winter Reliability Program supported the procurement of 

3,057,554 barrels of oil.  Of this, the region burned 2,700,468 barrels during the 

winter – and would have burned more but for the protracted outages of units with 

significant amounts of program oil in their tanks.  In contrast, during the winter of 

2012-13, generators averaged only 1,594,000 million barrels of oil in inventory.2 

Q: THE ISO INDICATED THAT IT HOPED NOT TO REPEAT A WINTER 

PROGRAM.  WHY IS THE ISO PROPOSING ANOTHER ONE? 

A: The ISO anticipated that market improvements, coupled with the Commission’s 

clarification of generator obligations, would substitute for another winter 

program, if operating conditions were unchanged.  In fact, operating conditions 

2 For more detail, see pp.12-14 of the ISO’s presentation at the Commission’s April 1, 2014 technical 
conference on winter operations at http://www.iso-
ne.com/pubs/pubcomm/pres_spchs/2014/winter_operations_technical_conference_april_2014.pdf. 
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have changed; specifically, in proposing another Winter Reliability Program, the 

ISO is responding to three sets of changed circumstances.  They are:  difficulty in 

securing oil mid-winter; more severe gas constraints than anticipated; and 

retirements of significant non-gas generators before the 2014-15 winter. 

Q: PLEASE DESCRIBE GENERATORS’ DIFFICULTIES IN SECURING 

OIL MID-WINTER. 

A: By February of 2014, most oil-fired generating stations had less than two days of 

oil on site.  Those that tried to replenish their inventory reported difficulties in 

doing so.  These difficulties included unavailability of oil, given the increased 

demand from both the heating and power sectors.  This demand eviscerated oil 

supplies, which (particularly for No. 6 oil) had shrunk following years of reduced 

demand. 

Even when oil was available, transporting the oil to generator’s site was often 

difficult.  Both modes of transportation – barge and truck – were limited.  Barges 

were in short supply due to high demand all along the East Coast and, when 

available, had difficulties with frozen and shallow water conditions.  The number 

of trucks was limited, and commercial drivers’ license requirements restrict hours 

per day of work.  To alleviate at least one of these conditions, the ISO 

successfully petitioned the Governor of Massachusetts to extend trucking hours to 

allow the replenishment of power plants’ oil inventories during the height of the 

cold winter weather.3  

3 Id. at pp.16-17. 
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Q: PLEASE DISCUSS GAS CONSTRAINTS DURING THE 2013-14 

WINTER. 

A: As noted above, gas prices soared during the winter and gas generators produced 

far less energy than usual. Surprisingly, despite the underutilization by gas 

generators, gas pipelines were constrained.  In fact, the pipelines from the North 

were nearly fully utilized on cold days – and not to any significant degree by 

generators.  For example, on January 3, 2014, of the total pipeline capacity of 

greater than 3.8 Bcf/day, only about 600 MMcf/day were used by New England’s 

gas-fired generators.4 

 These observations were borne out by ICF International, which updated its 2013 

New England natural gas study based on data for gas system performance during 

the winter of 2013-14.5  The updated study reduced ICF’s projections of available 

gas during winter 2014-15 by about 500 MMcf/d.  This conclusion reflects less 

LNG than expected from Distrigas and Canaport, along with lower anticipated 

production from Eastern Canadian offshore fields.6 

 ICF’s conclusion is that winter peak day gas supplies will be barely adequate or 

slightly in deficit through 2020, as long as there are no major contingencies, such 

as an outage to gas supplies, loss of electrical sales to New England from the 

4 Id. at pp. 14, 25. 
5 See ICF’s presentation to the Planning Advisory Committee at http://www.iso-
ne.com/committees/comm_wkgrps/prtcpnts_comm/pac/mtrls/2014/apr292014/a3_icf_benchmarking_study
.pdf.  
6 Id. at p. 19. 
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north due to extreme weather, or a nuclear unit tripping offline.  In the event of 

such a contingency, there is high potential for a serious gas supply deficit.7   

Q: WHAT RETIREMENTS INFLUENCED YOUR DECISION TO OFFER 

ANOTHER WINTER PROGRAM? 

A: Significant generator retirements will occur before the 2014-15 winter.  Most 

recently, after the filing of the 2013-14 winter program, Vermont Yankee, a 

nuclear station with 625 MW of capability, announced its retirement.  In addition, 

two Salem Harbor generators with a combined capability of almost 587 MW 

retired at the end of June 2014.  Importantly, all of these generators are non-gas 

fired and are currently capable of providing important fuel diversity when gas 

constraints restrict the electric output of gas-fired generators.  To put the 

retirements in perspective, the 2013-14 Winter Reliability Program procured 

fewer MWh than these units are capable of producing.  More specifically, the 

retiring units are capable of producing about 2.6 million MWh over the winter, 

and actually produced about 1.6 million MWh during winter 2013-14.8 

7 Id.  
8 See p. 26 of the ISO’s presentation at the Commission’s April 1, 2014 technical conference on winter 
operations at http://www.iso-
ne.com/pubs/pubcomm/pres_spchs/2014/winter_operations_technical_conference_april_2014.pdf. 
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B. CALCULATING TARGETS FOR THE 2014-15 WINTER 
RELIABILITY PROGRAM’S UNUSED FUEL INVENTORY 
COMPONENTS 

Q: PLEASE DESCRIBE THE UNUSED OIL INVENTORY COMPONENT OF 

THE WINTER RELIABILITY PROGRAM. 

A: The Winter Reliability Program for 2014-15 includes a component that 

encourages generators to procure incremental oil by partially offsetting the 

carrying costs of the oil that is unused at the end of the winter.  Generators 

participating in the oil program must have a minimum amount of oil in inventory 

at the beginning of the winter.  As the ISO’s objective is to create incentives for 

generators to invest in more fuel than they would have procured absent the 

program, the ISO selected a minimum that well exceeds generators’ historic pre-

winter inventory levels.  Specifically, the minimum is the lesser of 85% of tank 

capacity or 10 days at full operation, and, if all oil-fired capable generators 

participate, totals 2.8 million barrels of oil across the fleet.9   

At the end of the winter, program participants are compensated based on the 

lesser of their December 1 inventory and the inventory on March 15.  Because the 

ISO believes it should balance the reliability needs of the region against the 

obligations of the resources in New England, the ISO established a maximum 

compensation level, which is 95% of tank capacity or 15 days at full operation.  

This maximum level totals 3.8 million barrels of oil across the fleet, assuming all 

oil-fired capable generators participate.10 

9 See III.K.3. 
10 III.K.3(d). 
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Q: PLEASE DESCRIBE THE UNUSED LNG COMPONENT OF THE 

WINTER RELIABILITY PROGRAM. 

A: The Winter Reliability Program also includes compensation for unused LNG 

pursuant to contracts that generators entered into on or before December 1 on a 

“take or pay” basis.  LNG program participants are compensated at the end of the 

winter based on the lesser of their December 1 and March 1 LNG.  This 

component of the Winter Reliability Program has a fleet-wide cap of 6 Bcf, which 

is the equivalent of about 1 million barrels of oil.  As with the oil program, the 

cap limits costs to consumers.11  Unlike the oil inventory program, the ISO does 

not expect that the LNG compensated under this portion of the Winter Reliability 

Program will be incremental to what may have already been available for use by 

generators in New England because the total cap is relatively low.   

Q: HOW DID THE ISO CALCULATE THE OIL MINIMUM AND THE OIL 

AND LNG MAXIMUMS? 

A: Last year, to calculate the amount of oil that the region could need during a colder 

winter, the ISO utilized temperatures from winter 2003-04, which had the coldest 

weather in the last ten years.  The ISO then dispatched the 2012-13 generation 

fleet against 2013-14 forecasted demand with the anticipated gas-fired generation 

reductions based on temperatures experienced during the 2003-04 winter.12  The 

ISO concluded that New England would need about 2.4 million MWh from oil-

fired generation, or 4.2 million barrels of oil, to meet the electric demand during a 

11 See III.K.4. 
12 See the ISO’s Winter 2013-2014 Energy Needs Assessment (agenda item A2) that was presented to the 
April 17, 2013 joint meeting of the NEPOOL Markets and Reliability Committees at http://www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/apr172013/index.html.  

9 
 

                                                 

http://www.iso-ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/apr172013/index.html
http://www.iso-ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/apr172013/index.html


winter with temperatures like those experienced in 2003-04.  Given that the 2013-

14 winter was cold, but not as cold as 2003-04, the region actually used 2.7 

million barrels of oil during the winter.13 

 Because last year’s program compensated generators for the procurement of 

upfront inventory, it is not directly comparable to the 2014-15 Winter Reliability 

Program.  Nonetheless, the ISO reviewed the need established last year as a 

starting point in determining the minimum and maximums for the unused fuel 

inventory components of this year’s Winter Reliability Program.  The ISO also 

considered the actual oil used during the winter of 2013-14, and the retirements of 

Vermont Yankee and Salem Harbor, which together produced energy equivalent 

to more than 2 million barrels of oil last winter.14 

 For LNG specifically, the ISO also considered the amount that could reasonably 

be used as a peaking product, and reviewed the latest ICF International analyses 

of LNG flows, including the capacity flow limits on the Algonquin and Tennessee 

pipelines.15 

 In conclusion, the ISO adopted maximums of 3.8 million barrels for the oil 

component of the 2014-15 Winter Reliability Program and the equivalent of 1 

million barrels for the LNG component (which, again, is likely not incremental).  

The combined maximum of 4.8 million barrels of oil is still less than the amount 

13 See p. 15 of the ISO’s presentation at the Commission’s April 1, 2014 technical conference on winter 
operations at http://www.iso-
ne.com/pubs/pubcomm/pres_spchs/2014/winter_operations_technical_conference_april_2014.pdf. 
14 Id. at p. 26. 
15 See ICF’s presentation to the Planning Advisory Committee at http://www.iso-
ne.com/committees/comm_wkgrps/prtcpnts_comm/pac/mtrls/2014/apr292014/a3_icf_benchmarking_study
.pdf.  
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of oil that would be needed by the current fleet (i.e., less Salem Harbor and 

Vermont Yankee) in the event of 2003-04 weather conditions.  The amount of the 

cold weather need, after adjustment for the retirements, ranges from 5.8 to 8.2 

million barrels of oil, depending on whether the adjustment is for the retiring 

units’ full capability or the amount they produced last winter.   

C. INCENTIVES FOR DUAL FUEL 

Q: A NUMBER OF THE COMPONENTS OF THE WINTER RELIABILITY 

PROGRAM FOCUS ON DUAL FUEL.  WHY IS DUAL FUEL AN 

IMPORTANT PART OF THE SOLUTION? 

A: Dual fuel generators can provide valuable fuel diversity and flexibility by 

switching from one fuel to another.  This flexibility can be utilized not only to 

replace a fuel that the generator has run out of, but also to preserve gas supplies 

that the market can allocate to other non-dual fuel generators.  Analysis Group has 

stated that implementation of dual fuel capability is likely the lowest-cost option 

to ensure fuel security, when compared to procuring firm gas pipeline 

transportation or LNG.16   

 At the June 26, 2014 meeting of the NEPOOL Participants Committee, the ISO’s 

Internal Market Monitor gave his 2013 Annual Markets Report, and noted that his 

office received 2,500 requests to switch fuel in 2012 and 2013.  He stated that this 

statistic illustrates that dual fuel can help resources meet their Capacity Supply 

16 See p. 19 of Assessment of the Impact of ISO-NE’s Proposed Forward Capacity Market Performance 
Incentives (September 2013) at www.iso-
ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/sep202013/a3b_analysis_group_fcm_pi
_impact_assessment_report_09_2013.pdf. 
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Obligations, and noted that these requests have a high degree of seasonality and 

steadily increase in the winter months.17 

Q: WHY DOES THE ISO BELIEVE THAT INCENTIVES ARE NEEDED 

FOR DUAL FUEL? 

A: Generators in New England are mothballing or failing to maintain their dual fuel 

capacity.  In less than 10 years, the region has lost more than 3,400 MW of dual 

fuel capability.18 

Q: HOW WILL THE ISO CREATE INCENTIVES FOR DUAL FUEL? 

A: The 2014-15 Winter Reliability Program creates incentives for commissioning or 

recommissioning dual fuel capability by offsetting certain costs thereof.  In 

addition, the ISO is proposing changes to Appendix A to allow dual fuel 

generators to offer on their higher-cost fuel in competitive conditions without 

having to verify the use of that fuel.  These two program components are 

discussed in more detail in the testimony of Mr. Parent and Mr. Laurita, 

respectively.  Finally, as I discuss below, the 2014-15 Winter Reliability Program 

includes permanent rules that allow the ISO to initiate audits of dual fuel 

capability and compensate generators for audit costs.     

17 See p. 8 of 2013 Annual Markets Report (June 26, 2014) at http://www.iso-
ne.com/committees/comm_wkgrps/prtcpnts_comm/prtcpnts/mtrls/2014/jun2425262014/npc_2014062426_
composite5.pdf. 
18 See Testimony of Peter T. Brandien at p. 12 in ISO New England, Inc., Docket No. ER14-1050-000, 
Performance Incentive Market Rule Changes (January 17, 2014). 
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D. DUAL FUEL AUDITING 

Q: WHY DOES THE WINTER RELIABILITY PROGRAM INCLUDE 

PERMANENT RULES COMPENSATING DUAL FUEL UNITS FOR 

TESTING? 

A: Last year, the ISO included rules in the Winter Reliability Program that 

compensated dual fuel generators if they were able to test their switching 

capability successfully.  These tests of 13 units cost a total of $1.7 million, and 

provided ISO operators with increased certainty about the capability of the units 

and their expected performance in stressed conditions.  Specifically, the audits 

provided data on the operational readiness of a generator on a specific fuel, its 

maximum capability on a specific fuel, and its fuel switching parameters.  The 

ISO would like to preserve this ability to conduct dual fuel audits, which enhance 

reliability at a relatively low cost. 

Moreover, to the extent that generators are not maintaining their dual fuel 

capability because of the expense of testing, which they must bear in accordance 

with the existing market rules, the ISO believes that these rules will inexpensively 

eliminate that disincentive.     

Q: PLEASE DESCRIBE THE RULES.  

A: The rules are contained in Section III.1.5.2 of the Tariff.  This section contains the 

existing rules for ISO-initiated audits of generator operating parameters, including 

economic maximum limit, start-up time, and automatic response rate.  The 

proposed rules expand the list of auditable operating parameters to allow the ISO 

to initiate an audit of a dual fuel generator on a specific fuel. 
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Section III.1.5.2(e) provides detail on the process for these dual fuel audits.  

Specifically, the ISO must provide notice of the audit and consult with the Lead 

Market Participant to develop an audit plan.  The Lead Market Participant may 

propose the time and date of the audit within the ISO’s time frame and must 

provide notice of the selected time to the ISO.   

Q: HOW WILL UNITS BE COMPENSATED?  

A: As with all other audits conducted pursuant to Section III.1.5.2, generators subject 

to dual fuel audits will be compensated through Net Commitment Period 

Compensation for their audit costs, which are primarily their fuel costs.  The 

Energy Market Offer Flexibility rules, which will become effective in December, 

will ensure that resources are compensated properly.  Prior to these rules 

becoming effective, an interim compensation structure is necessary to compensate 

resources while auditing.  The structure, which is incorporated into Section 

III.1.5.2(e)(iii), clarifies that generators that clear in the Day-Ahead Energy 

Market and are then asked to audit on a fuel other than the fuel that formed the 

basis for their Supply Offer will be compensated for the difference in costs 

through Net Commitment Period Compensation credits. 

Q: WHAT ARE THE EXPECTED COSTS OF THESE RULE CHANGES AND 

HOW WILL THEY BE ALLOCATED?  

A: The ISO estimates that the maximum annual costs for these audits will be $7 

million.  This estimate presumes that:  the only units audited are those with 

natural gas as either their primary or secondary fuel; the units start on their 

primary fuel and can switch to their secondary fuel without coming offline; the 
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	I. INTRODUCTION
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	III. EXPLANATION OF CHANGES
	Q: UNDER THE EXISTING RULE, WHAT ARE THE CONSEQUENCES IF A PARTICIPANT FAILS TO DOCUMENT THE CASE FOR BURNING THE HIGHER COST FUEL OR FAILS TO DEMONSTRATE THAT THE HIGHER COST FUEL WAS BURNED?
	Q: WHY WAS THE EXISTING RULE PUT IN PLACE?
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	Q: PLEASE EXPLAIN HOW THE RATIO OF THE FUEL PRICE INDICES IS RELATED TO NATURAL GAS MARKET VOLATILITY.
	Q: PLEASE EXPLAIN HOW DUAL FUEL OVERRIDE AND FUEL PRICE ADJUSTMENT REQUESTS ARE RELATED TO NATURAL GAS MARKET VOLATILITY.
	Q: HOW DID THE IMM ARRIVE AT THE FUEL PRICE INDEX RATIO USED IN THE MARKET RULE CHANGES?
	Q: WON’T PARTICIPANTS JUST OFFER ON THE HIGHER COST FUEL EVERY TIME THE RATIO OF THE FUEL INDICIES IS 1.75 OR LOWER?
	Q: PLEASE EXPLAIN WHY THE RULE CHANGES STRIKE AN APPROPRIATE BALANCE.
	Q: PLEASE EXPLAIN WHY YOU HAVE SUBMITTED TWO VERSIONS OF THE RULE CHANGES.
	Q: THE MAJORITY OF THE TARIFF PROVISIONS TO ADDRESS 2014-2015 WINTER RELIABILITY CONCERNS, IN APPENDIX K TO MARKET RULE 1, WILL EXPIRE AT THE END OF THE WINTER SEASON.  WILL THE CHANGES YOU ARE EXPLAINING HERE ALSO EXPIRE THEN?
	Q:   DOES THIS CONCLUDE YOUR TESTIMONY?
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	III. conclusion
	Q:   DOES THIS CONCLUDE YOUR TESTIMONY?
	A:   Yes.
	I declare under penalty of perjury that the foregoing is true and correct.

	testimony of Brandien Winter Appendix K July 2014.pdf
	TESTIMONY OF PETER BRANDIEN
	ON BEHALF OF ISO NEW ENGLAND INC.
	I. INTRODUCTION
	II. testimony
	A. NEED FOR A 2014-15 WINTER RELIABILITY PROGRAM
	B.  calculating targets FOR the 2014-15 WINTER RELIABILITY PROGRAM’s UNUSED FUEL INVENTORY COMPONENTS
	C. INCENTIVES FOR DUAL FUEL
	D. DUAL FUEL AUDITING

	III. conclusion
	Q:   DOES THIS CONCLUDE YOUR TESTIMONY?
	A:   Yes.
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