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III.H.1. INTRODUCTION

The severe cold winter weather of January 2004 brought to light a number of concerns regarding the interplay between natural gas and electric power markets in New England.  The problems revealed during the January 2004 cold snap event also highlighted a number of concerns for system operations and for the on-going reliability of the New England bulk power system during such severe winter weather conditions.  Subsequent stakeholder processes highlighted the impact of differences in scheduling time frames between the electric system (under Market Rule 1 and the Manuals) and the gas industry.  The electric system has utilized generation offers submitted by noon, day ahead, for the next electric day (12:01 a.m. - 12:00 p.m.) and scheduled generation in the Day-Ahead Energy Market between 12:00 noon and 4:00 p.m. and in real-time.  The gas pipeline system, however, relies on submittal of initial day-ahead gas nominations by 12:30 p.m. on the calendar day prior to the start of the gas day (10:00 a.m. to 9:59 a.m. following calendar day).  The majority of gas trading activity occurs between 8:00 a.m. and 11:00 a.m. one Business Day in advance of the gas day.  In many hours of the year, the gas pipeline system can provide additional scheduling flexibility after the initial day-ahead deadline, however, during extreme gas demand periods, significant volumes of gas need to be nominated consistent with the gas trading activity and by the initial day-ahead deadline.

Improved coordination of the different scheduling time frames between the gas and electric systems can increase operable capability during periods of extremely cold temperatures (cold snaps).  Extremely cold temperatures greatly increase the demand for natural gas in two ways: First cold temperatures increase the demand for natural gas used for heating.  Secondly , because large quantities of generation in New England use natural gas, the increased demand for electricity associated with cold weather requires more natural gas.  When these high demands occur on the natural gas pipeline system, intra-day nomination flexibility is often reduced significantly below that available in other periods.  As a consequence, greater market liquidity and nomination certainty in these periods exist prior to the initial day-ahead gas nomination deadline of 12:30 p.m. EST.  Advancing the electricity market schedule during these periods can improve access to natural gas-fired generation.

This Appendix H addresses formal processes that need to exist between the ISO, the owners of gas-fired generation and the natural gas industry.  Improved coordination with the pipeline suppliers will significantly improve the ISO’s ability to forecast and operate under Cold Weather Conditions.

This Appendix H addresses the circumstances under which economic outages are allowed during Cold Weather Conditions.

This Appendix H also addresses ISO scheduling during Cold Weather conditions that will allow natural gas units to receive their commitment status in sufficient time to purchase gas by the gas nomination deadline.

This Appendix H will provide electric scheduling certainty necessary to support day ahead gas nominations by owners of natural gas units.

This Appendix H defines processes that will enable the ISO to forecast and operate with greater certainty and facilitate higher unit availability during Cold Weather Conditions. 

This Appendix H includes definitions of key terms, responsibilities of market participants and the ISO, as well as rules for outage evaluation and reporting.

III.H.2. DEFINITIONS

For the purposes of this Appendix H, temperatures are the average of the temperatures obtained from the weather services for New England as described in SOP-OUTSCH.0040.0010 – Create Load Forecast (Attachment A), which is available on the ISO’s website at http://www.iso-ne.com/smd/system_operating_procedures/SOP-OUTSCH.0040.0010.doc.

“Effective Temperature” is equal to: dry bulb temperature - [windspeed X (65 – dry bulb temp) / 100].

“Effective Heating Degree Days” is equal to: 68 - (average of max and min effective temperature of the day).

“Cold Weather Conditions” Conditions exist when Effective temperatures ≤ 0 degrees F (on peak hours) and Effective Heating Degree Days ≥ 65.

“Cold Weather Watch”:  Days when Cold Weather Conditions are forecast to exist and the 7-Day Capacity Margin Forecast ≥ 1,000 MW.  Cold Weather conditions are forecasted to exist, the ISO forecasts sufficient capacity available.

“Cold Weather Warning”:  Days when Cold Weather Conditions are forecast to exist and the 7-Day Capacity Margin Forecast > 0 MW and < 1,000 MW.  Cold Weather conditions are forecasted to exist, the ISO forecasts tight capacity conditions.

“Cold Weather Event”:  Days when Cold Weather Conditions are forecast to exist and the 7-Day Capacity Margin Forecast ≤ 0 MW for an Operating day.  Cold Weather conditions are forecasted to exist, the ISO forecasts a system wide capacity deficiency requiring the implementation of OP-4 Actions.

III.H.3. PROCEDURES

III.H.3.1 ISO Responsibilities
III.H.3.1.1 Industry Coordination
.  During the Winter Capability Period, the ISO will confer with natural gas pipeline companies to review pipeline conditions for the coming week.  These discussions will focus on the weather and temperature forecasts, the anticipated demand on the natural gas pipelines and any posted notices issued by the pipeline operators.  These conversations will normally take place at least once a week (normally on Thursday) and may be held more frequently if conditions warrant.

III.H.3.1.2 ISO Cold Weather Condition Evaluation.

(a) Develop Capacity Margin Forecast.  Each day the ISO develops a 7-day Capacity Margin (surplus/deficiency) Forecast per SOP-OUTSCH.0040.0020 – Create Seven-Day Capacity Margin Forecast by 11:00 a.m., which includes the following:

· A review of any notices issued by gas pipeline operators, communications with Generators and an assessment of the potential unit availability impact of actions announced in those notices. 

· A review of forecasted weather conditions to determine if Cold Weather Conditions are forecast and an assessment of the potential impact of such weather conditions on natural gas unit availability.

(b) Evaluate Capacity Margin Forecast.  By noon each Friday, the ISO will perform a Cold Weather Conditions analysis for each day of the following week.  Cold Weather Conditions for each of the days of the following week will be classified as one of four conditions:

· Cold Weather Watch
· Cold Weather Warning 

· Cold Weather Event 

· No Cold Weather Conditions exist 

When a Cold Weather Watch, Warning or Event has been issued for a day or days in the following week, the ISO will perform a Cold Weather Conditions update each day leading up to the Cold Weather Condition day(s) by 11:00 a.m.  Updates to the Capacity Margin Forecast shall include information from natural gas pipeline notices.  The ISO forecast office shall use these notices and bulletins along with information from individual natural gas units to assist the evaluation of natural gas units’ availability for operable capacity purposes.  The ISO will not change operating limits due to this evaluation unless requested by Generator.

Updates to the Capacity Margin shall also include information on which dual fuel units normally operating on natural gas have switched to their secondary fuel.

Cold Weather Conditions updates will either reaffirm the condition, upgrade the condition or cancel the condition (with the exception of a cancellation of Cold Weather Event).

III.H.3.1.3 Cold Weather Condition Actions.

(a) Cold Weather Watch

(i) Cold Weather Watch declaration.  

· Cold Weather Watches will be made in advance for the following week.

· If the ISO declares a Cold Weather Watch for specific day(s) in the coming week a Special Notice will be prominently posted on the ISO’s website:

ISO-NE has issued a Cold Weather Watch for [dates].  Extreme Cold Weather Conditions are forecast.  ISO-NE forecasts that sufficient capacity is available to meet the forecasted demand and reserve requirements.”

· The ISO will notify the Satellites that a Cold Weather Watch has been declared.

(ii) Cold Weather Watch Actions.

· During a Cold Weather Watch, the ISO will only grant new economic outages for the Cold Weather Watch days if projected it will be able to maintain > 1000 MW of Capacity Margin.

(b) Declaration of Cold Weather Warning

(i) Cold Weather Warning declaration.

· Cold Weather Warnings will be made in advance for the following week.

· If the ISO declares a Cold Weather Warning for specific day(s) in the coming week a Special Notice will be prominently posted on the ISO’s website:

ISO-NE has issued a Cold Weather Warning for [dates].  Extreme Cold Weather Event conditions are forecast.  ISO-NE forecasts that sufficient capacity may not be available to meet the forecasted demand and reserve requirements.”

· The ISO will notify the Satellites that a Cold Weather Warning has been declared.

(ii) Cold Weather Warning Actions.
· When a Cold Weather Warning is issued, the ISO will request all permitted and equipped dual fuel units that normally burn natural gas to voluntarily take all necessary steps to prepare to switch to secondary fuel in anticipation of Cold Weather Event day(s).

· During a Cold Weather Warning, the ISO will cancel all Economic Outages for the Cold Weather Warning day(s).  The ISO will deny any new Economic Outage requests for such applicable day(s).  The ISO will request all Generators on Economic Outages to return to service in accordance with ISO New England Operating Procedure No. 5 – Generation Maintenance and Outage Scheduling (OP 5).

· The ISO will alert the Load Response Participants that they need to be prepared to activate if and when the ISO reaches the actions of OP 4 at which they are called.

(c) Declaring a Cold Weather Event

(i) Cold Weather declaration.
· Cold Weather Event Declarations will typically be made by and be made no later than 11:00 a.m. two (2) days prior to the Operating Day.  This will be the normal application of this process unless circumstances dictate an earlier notice time.  Once a Cold Weather Event is declared it will not be cancelled.

· If the ISO declares a Cold Weather Event for specific day(s), the following message will be posted on the ISO’s website:

“Cold Weather Event conditions are forecasted to exist.  ISO-NE forecasts that OP-4 actions will be taken to address capacity deficiency on [Operating Day(s)].  All Supply Offers, Demand Bids, Increment Offers and Decrement Bids and all External Transactions normally required to be submitted by 12:00 noon on [date] shall be due by 9:00 a.m. on [date].”

· The ISO will notify the Satellites that a Cold Weather Event has been declared.

(ii) Cold Weather Event Actions.  When a Cold Weather Event is declared the following actions will take place:

(1) The ISO will communicate the Cold Weather Event to State Regulators, the Electric/Gas Operations Committee, members of the Markets, Reliability and Participants Committees, and Lead Participants and Designated Entities.

(2) The ISO will communicate potential capacity shortages with the NPCC and PJM, and will seek assistance as required.

(3) The ISO will request all permitted and equipped dual fuel units which normally burn natural gas to voluntarily switch to secondary fuel for Cold Weather Event Day(s).  The ISO will communicate with dual fuel gas Generators to verify if they have switched or are planning to switch to alternate fuel.

(4) The ISO will change the Trading Deadline for the Cold Weather Event day(s) from 12:00 noon to 9:00 a.m. the day prior to the Operating Day. Between 9:00 a.m. and 4:00 p.m. the eMarket MUI will be closed.

(5) The ISO’s forecast office will perform Real-Time Resource Scheduling and Commitment (RT-RSC) Analysis at 9:00 a.m. on the day prior to the Operating Day.  The RT-RSC will include the following inputs:

· ISO Load Forecast and Reserve Requirement in accordance with ISO New England Operating Procedure No. 8 – Operating Reserve and Regulation (OP 8)

· External Transactions forecast (Day-Ahead External Transactions submitted by 9:00 a.m.)

· Participant Day-Ahead Generation Offers.

· Assumptions with regard to the real time operation of Generators that do not submit Day-Ahead Offers.

· Generation Requirements for Transmission (GRT) spreadsheet information.

· Must Run Generation for Voltage support (VAR), Special Constraint Resources (SCR) and local transmission (emergency work).

· Dispatchable Demand Pumps.

(6) Between 9:30 a.m. and 10:00 a.m. the day prior to the Operating Day, gas-fired units that are determined by this evaluation to be necessary to meet Load Forecast and Reserve Requirements in accordance with OP 8, will be advised that they will be pool-scheduled in the Day-Ahead Energy Market for a specified minimum set of hours.

(7) During the Re-Offer Period, after the natural gas Electronic Bulletin Board has been updated, the ISO’s forecast office will review the gas nominations to determine if natural gas units have confirmed gas supplies.  This information, along with information from individual natural gas units, will be used in the Reserve Adequacy Assessment.  The ISO will not change operating limits due to this process unless requested by Generator.

(8) During a Cold Weather Event, the ISO will cancel all Economic Outages for the Cold Weather Event day.  The ISO will deny any new Economic Outage requests for such day.  The ISO will request all Generators on Economic Outages to return to service in accordance with OP 5.

(9) The ISO will alert the Load Response Participants that they need to be prepared to activate if and when the ISO reaches the actions of OP 4 at which they are called.

(d) Day-Ahead Energy Market.  The commitment hours of operation for each gas fired unit, as determined in Section III.H.3.1.3(c)(ii)(6) above, will be input to the Day-Ahead Energy Market.  The Day-Ahead Energy Market will then be run as described in the ISO New England Manual for Market Operations, M-11 (Manual 11), with the Day-Ahead schedule published at 4:00 p.m. the day prior to the Operating Day.  The Re-offer period and the Reserve Adequacy Analyses (RAA) will run as described in ISO New England Manual 11.

III.H.3.2 Participant Responsibilities.

III.H.3.2.1 Offer Submission
.  Participants are responsible for submitting offers by the 9:00 a.m. trading deadline when a Cold Weather Event is declared.

III.H.3.2.2 Reporting Anticipated Generator Availability
.  Generator owners are responsible for reporting anticipated availability.  Availability will be based on the ability to procure natural gas or physical limitations that reduce Generator output.  The participants should contact the ISO’s forecast office.

III.H.3.2.3 Restoration of Generator Service
.  In the event that the ISO cancels an Economic Outage pursuant to this Appendix H, Generator owners are obligated to make best efforts to restore Generators on Economic Outages to service, as requested by the ISO, consistent with the restoration time and operating characteristics of the Generator.

III.H.3.3 Sunset Provision
.  This Appendix H shall cease to be in effect after April 15, 2006.

Reserved for future use.
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