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INVENTORIED ENERGY PROGRAMWINTER RELIABILITY SOLUTIONS


III.K		Inventoried Energy Program
For the winters of 2023-2024 and 2024-2025, the ISO shall administer an inventoried energy program in accordance with the provisions of this Appendix K. 

III.K.1.	Submission of Election Information
Participation in the inventoried energy program is voluntary. To participate in both the forward and spot components of the program, the information listed in this Section III.K.1 must be submitted to the ISO no later than the October 1 immediately preceding the start of the relevant winter (a separate election submission must be made for each winter) and must reflect an ability to provide the submitted inventoried and/or actual energy throughout the relevant winter period. To participate in the spot component of the program only, the information listed in this Section III.K.1 may be submitted to the ISO through the end of the relevant winter period, in which case participation will begin (prospectively only) upon review and approval by the ISO of the information submitted.

(a)	A list of the Market Participant’s assets that will participate in the inventoried and/or actual energy program, with a description for each such asset of: the Market Participant’s Ownership Share in the asset; the types of fuel it can use; the maximum amount of each fuel type that can be stored on site (and in upstream ponds) or, in the case of natural gas, the amount that is subject to a contract meeting the requirements described in Section III.K.1(a)(iii), as measured pursuant to the provisions of Section III.K.3.2.1.1(a); and a list of other assets at the same facility that share the fuel inventory (or, in the case of natural gas, a list of assets at the same or any other facility that can also take fuel pursuant to the same contract).

(i)	The following asset types may not be included in a Market Participant’s list of assets providing inventoried energy: Settlement Only Resources; assets not located in the New England Control Area; assets being compensated pursuant to a cost-of-service agreement (as described in Section III.13.2.5.2.5) during the relevant winter period; and assets that cannot operate on stored fuel (or natural gas subject to a contract as described in Section III.K.1(a)(iii)) at the ISO’s direction. The following asset types may not be included in a Market Participant’s list of assets providing actual energy: assets being compensated pursuant to a cost-of-service agreement (as described in Section III.13.2.5.2.5) during the relevant winter period.

(ii)	A Demand Response Resource with Distributed Generation may be included in a Market Participant’s list of assets.

(iii)	For any asset listed that will participate in the inventoried energy program using natural gas as a fuel type, the Market Participant must also submit an executed contract for firm delivery of natural gas. Any such contract must include no limitations on when natural gas can be called during a day, and must specify the parties to the contract, the volume of gas to be delivered, the price to be paid for that gas, the pipeline delivery point name and gas meter number of the listed asset, terms related to pipeline transportation to the meter of the listed asset (with indication of whether the gas supplier or another entity is providing the transportation), and all other terms, conditions, or related agreements affecting whether and when gas will be delivered, the volume of gas to be delivered, and the price to be paid for that gas.

(b)	For assets providing inventoried energy, a detailed description of how the Market Participant’s energy inventory will be measured after each Inventoried Energy Day in accordance with the provisions of Section III.K.3.2.1.1 and converted to MWh (including the rates at which fuel is converted to energy for each asset). Where assets share fuel inventory, if the Market Participant believes that fuel should be allocated among those assets in a manner other than the default approach described in Section III.K.3.2.1.1(d)(i), this description should explain and support that alternate allocation.

(c)	Whether the Market Participant is electing to participate in only the spot component of the inventoried and/or actual energy program or in both the forward and spot components.

(d)	If electing to participate in both the forward and spot components of the program, the total MWh value for which the Market Participant elects to be compensated at the forward rate (the “Forward Energy Inventory or Actual Energy Election”). For a forward inventory election, this MWh value must be less than or equal to the combined MW output that the assets listed by the Market Participant (adjusted to account for Ownership Share) could provide over a period of 72 hours, as limited by the maximum amount of each fuel type that can be stored on site (and in upstream ponds) for each asset and as limited by the terms of any natural gas contracts submitted pursuant to Section III.K.1(a)(iii). For a forward actual energy election, this MWh value must be less than or equal to the combined MW output that the assets listed by the Market Participant (adjusted to account for Ownership Share) could provide over a period of 24 hours, If the Market Participant is submitting one or more contracts for natural gas, the Market Participant must indicate whether any of the suppliers listed in those contracts have the capability to deliver vaporized liquefied natural gas to New England, and if so, what portion of its Forward Energy Inventory or Actual Energy Election, in MWh, should be attributed to liquefied natural gas (the “Forward LNG Inventory Election”). A Market Participant may make either a forward inventory election or forward actual energy election for each of its assets, but may not elect both for any individual asset. (For Market Participants electing to participate in only the spot component of the program, the Forward Energy Inventory or Actual Energy Election and Forward LNG Inventory Election shall be zero.)

III.K.1.1	ISO Review and Approval of Election Information
The ISO will review each Market Participant’s election submission, and may confer with the Market Participant to clarify or supplement the information provided. The ISO shall modify the amounts as necessary to ensure consistency with asset-specific operational characteristics, terms and conditions associated with submitted contracts, regulatory restrictions, and the requirements of the inventoried energy program. For election information that is submitted no later than October 1, the ISO will report the final program participation values to the Market Participant by the November 1 immediately preceding the start of the relevant winter, and participation will begin on December 1. For election information that is submitted after October 1 (spot component participation only), the ISO will, as soon as practicable, report the final program participation values and the date that participation will begin to the Market Participant.

(a)	In performing this review, the ISO shall reject all or any portions of a contract for natural gas that: 

(i)	does not meet the requirements of Section III.K.1(a)(iii); or 

(ii)	requires (except in the case of an asset that is supplied from a liquefied natural gas facility adjacent and directly connected to the asset) the Market Participant to incur incremental costs to exercise the contract that may be greater than 250 percent of the average of the sum of the monthly Henry Hub natural gas futures prices and the Algonquin Citygates Basis natural gas futures prices for the December, January, and February of the relevant winter period on the earlier of the day the contract is executed and the first Business Day in October prior to that winter period. 

(b)	In performing this review, if the total of the Forward LNG Inventory Elections from all participating Market Participants (excluding amounts to be supplied to an asset from a liquefied natural gas facility adjacent and directly connected to the asset) exceeds 560,000 MWh, the ISO shall prorate each such Forward LNG Inventory Election such that the sum of such Forward LNG Inventory Elections is no greater than 560,000 MWh, and each Market Participant’s Forward Energy Inventory or Actual Energy Election shall be adjusted accordingly.

III.K.1.2	Posting of Forward Energy Inventory or Actual Energy Election Amount
As soon as practicable after the November 1 immediately preceding the start of the relevant winter, the ISO will post to its website the total amount of Forward Energy Inventory or Actual Energy Elections and Forward LNG Inventory Elections participating in the inventoried energy program for that winter.

III.K.2		Inventoried Energy Base Payments
A Market Participant participating in the forward and spot components of the inventoried and/or actual energy program shall receive a base payment for each day of the months of December, January, and February. Each such base payment shall be equal to the Market Participant’s Forward Energy Inventory or Actual Energy Election (adjusted as described in Section III.K.1.1) multiplied by $82.49 per MWh and divided by the total number of days in those three months.



III.K.3		Inventoried Energy Spot Payments
A Market Participant participating in the spot component of the inventoried and/or actual energy program (whether or not the Market Participant is also participating in the forward component of the program) shall receive a spot payment for each Inventoried Energy Day as calculated pursuant to this Section III.K.3.

III.K.3.1	Definition of Inventoried Energy Day
An Inventoried Energy Day shall exist for any Operating Day that occurs in the months of December, January, or February and for which the average of the high temperature and the low temperature on that Operating Day, as measured and reported by the National Weather Service at Bradley International Airport in Windsor Locks, Connecticut, is less than or equal to 17 degrees Fahrenheit.

III.K.3.2	Calculation of Inventoried or Actual Energy Spot Payment
In the case of assets for which a forward inventory election was made, a Market Participant’s spot payment for an Inventoried Energy Day, which may be positive or negative, shall equal the Market Participant’s Real-Time Energy Inventory minus its Forward Energy Inventory or Actual Energy Election, with the difference multiplied by $8.25 per MWh.

In the case of assets for which a forward actual energy election was made, a Market Participant’s spot payment for an Inventoried Energy Day, which may be positive or negative, shall equal the Market Participant’s Real-Time Energy Delivery minus its Forward Energy Inventory or Actual Energy Election, with the difference multiplied by $8.25 per MWh.

In the case of assets for which no forward election was made, a Market Participant’s spot payment for an Inventoried Energy Day, which may only be positive, shall equal the Market Participant’s Real-Time Energy Inventory or Real-Time Energy Delivery, whichever value is greater for each of the assets, multiplied by $8.25 per MWh.



III.K.3.2.1	Calculation of Real-Time Energy Inventory
A Market Participant’s Real-Time Energy Inventory for an Inventoried Energy Day shall be the sum of the Real-Time Energy Inventories for each of the Market Participant’s assets participating in the program (adjusted as described in Section III.K.3.2.1.2) and a Market Participant’s Real-Time Energy Delivery for an Inventoried Energy Day shall be the sum of the Real-Time Energy Deliveries for each of the Market Participant’s assets participating in the program; provided, however, that where more than one Market Participant has an Ownership Share in an asset, the asset’s Real-Time Energy Inventory or Real-Time Energy Delivery will be apportioned based on each Market Participant’s Ownership Share.

III.K.3.2.1.1	Asset-Level Real-Time Energy Inventory or Real-Time Energy Delivery
Each asset’s Real-Time Energy Delivery will equal its actual, metered MWh delivery during the Energy Inventory Day, subject to meter data corrections.  Each asset’s Real-Time Energy Inventory will be determined as follows:

(a)	The Market Participant must measure and report to the ISO the Real-Time Energy Inventory for each of the assets participating in the program between 7:00 a.m. and 8:00 a.m. on the Operating Day immediately following each Inventoried Energy Day. The Real-Time Energy Inventory must be reported to the ISO both in MWh and in units appropriate to the fuel type and measured in accordance with the following provisions: 

(i)	Oil. The Real-Time Energy Inventory of an asset that runs on oil shall be the number of barrels of oil stored in a dedicated and in-service tank (located on site or at an adjacent location with direct pipeline transfer capability to the asset), excluding any amount that is unobtainable or unusable (due to priming requirements, sediment, volume below the suction line, or any other reason).

(ii)	Coal. The Real-Time Energy Inventory of an asset that runs on coal shall be the number of metric tons of coal stored on site, excluding any amount that is unobtainable or unusable for any reason.

(iii)	Nuclear. The Real-Time Energy Inventory of a nuclear asset shall be the number of days until the asset’s next scheduled refueling outage.

(iv)	Natural Gas. The Real-Time Energy Inventory for an asset that runs on natural gas shall be the amount of natural gas available to the asset pursuant to the terms of the relevant contracts submitted pursuant to Section III.K.1(a)(iii), adjusted to reflect any limitation that the suppliers listed in the contracts may have on the capability to deliver natural gas. The Market Participant must specify what portion of the asset’s Real-Time Energy Inventory, in MWh, is associated with liquefied natural gas.

(v)	Pumped Hydro. The Real-Time Energy Inventory of a pumped storage asset shall be the amount of water (in gallons or by elevation, consistent with the description provided by the Market Participant pursuant to Section III.K.1(b)) in the on-site reservoir that is available for generation, excluding any amount that is unobtainable or unusable for any reason.

(vi)	Pondage. The Real-Time Energy Inventory of an asset with pondage shall be the amount of water (in gallons or by elevation, consistent with the description provided by the Market Participant pursuant to Section III.K.1(b)) in on-site and upstream ponds controlled by the Market Participant with a transit time to the asset of no more than 12 hours, excluding any amount that is unobtainable or unusable for any reason.

(vii)	Biomass/Refuse. The Real-Time Energy Inventory of an asset that runs on biomass or refuse shall be the number of metric tons of the relevant material stored on site, excluding any amount that is unobtainable or unusable for any reason.

(viii)	Electric Storage Facility. The Real-Time Energy Inventory of an Electric Storage Facility shall be its available energy in MWh.

(b)	If the Market Participant fails to measure or report the energy inventory or fuel amounts for an asset as required, that asset’s Real-Time Energy Inventory for the Inventoried Energy Day shall be zero.

(c)	The Market Participant must limit each asset’s Real-Time Energy Inventory as appropriate to respect federal and state restrictions on the use of the fuel (such as water flow or emissions limitations).

(d)	The reported amounts are subject to verification by the ISO. As part of any such verification, the ISO may request additional information or documentation from a Market Participant, or may require a certificate signed by a Senior Officer of the Market Participant attesting that the reported amount of fuel is available to the Market Participant as required by the provisions of the inventoried energy program.

(e)	In determining final Real-Time Energy Inventory amounts for each asset, the ISO will:

(i)	adjust the reported amounts consistent with the results of any verification performed pursuant to Section III.K.3.2.1.1(d);

(ii)	allocate shared fuel inventory among the relevant assets in a manner that maximizes its use based on the efficiency with which the assets convert fuel to energy (unless information submitted pursuant to Section III.K.1(b) supports a different allocation) and that is consistent with any applicable contract provisions (in the case of natural gas) and maximum daily production limits of the assets sharing fuel inventory; and

(iii)	limit each asset’s Real-Time Energy Inventory to the asset’s average available outage-adjusted output on the Inventoried Energy Day for a maximum duration of 72 hours.

III.K.3.2.1.2	Proration of Liquefied Natural Gas
If the total amount of Real-Time Energy Inventory associated with liquefied natural gas (excluding amounts to be supplied to an asset from a liquefied natural gas facility adjacent and directly connected to the asset) exceeds 560,000 MWh, then the ISO shall prorate such Real-Time Energy Inventory associated with liquefied natural gas as follows:

(a)	any Real-Time Energy Inventory associated with liquefied natural gas that corresponds to a Market Participant’s Forward LNG Inventory Election (prorated as described in Section III.K.1.1(b)) shall be counted without reduction; and

(b)	any Real-Time Energy Inventory associated with liquefied natural gas that does not correspond to a Market Participant’s Forward LNG Inventory Election (prorated as described in Section III.K.1.1(b)) shall be prorated such that the sum of the Real-Time Energy Inventory associated with liquefied natural gas (including the amount described in Section III.K.3.2.1.2(a)) does not exceed 560,000 MWh.
III.K.4		Cost Allocation
Costs associated with the inventoried energy program shall be allocated on a regional basis to Real-Time Load Obligation, excluding Real-Time Load Obligation associated with Storage DARDs and Real-Time Load Obligation associated with Coordinated External Transactions. Costs associated with base payments shall be allocated across all days of the months of December, January, and February; costs associated with spot payments shall be allocated to the relevant Inventoried Energy Day.
WINTER RELIABILITY SOLUTIONS

III.K.1.	General.
(a) Term.  This Appendix K is intended to mitigate potential fuel-related system reliability issues within New England during the 2015-16, 2016-17 and 2017-18 winter seasons.  This Appendix K expires on March 15, 2018, 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.
(b) Eligibility.  Only Market Participants may provide the services described in this Appendix K.  A participating Generator Asset must: be located in New England; modeled in the EMS; and either (i) dispatchable as described in Operating Procedure #14, or (ii) Self-Scheduled for the entire winter period.  Market Participants may provide only one of the services described in Sections III.K.2 through III.K.4 herein.
(c) Offer Obligation.  Regardless of whether they have a Capacity Supply Obligation, Market Participants obligated hereunder 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 relevant winter.
(d) Fuel Retention Obligation.  Market Participants may not sell the fuel (or fuel rights) described herein during the winter(s) in which they are obligated, 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.
(e) October 1 Notice.  To participate in one of the services set out in Sections III.K.2 through III.K.4, a Market Participant must notify the ISO by the October 1 immediately preceding the relevant winter 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 for that winter.  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.  No later than October 15, the ISO will calculate the maximum potential cost of the program based on the submitted inventory levels and provide a summary to stakeholders.
(f) Shared Fuel Supply.  Generator Assets that share a fuel supply may participate in Sections III.K.2 and III.K.3 only if all Generator Assets sharing the fuel supply participate, in which case the fuel levels described below will be calculated in the aggregate.  Notwithstanding the foregoing, the ISO may exempt one or more Generator Assets from the participation requirement if the ISO determines at the beginning of the relevant winter period that the Generator Asset(s) are reasonably expected to be out of service for the relevant winter period.
(g) Determination of Compensation Rate.  As set forth below, compensation is determined with reference to a “Set Rate.”  The Set Rate establishes partial compensation for the per-barrel carrying costs of stored fuel oil.  
i. For each of the 2015-16, 2016-17 and 2017-18 winters, the ISO shall establish the Set Rate ($/bbl) and post it on its website no later than the preceding July 15, using the following formula:  
Set Rate = CC + OC + LC
		CC = Pf x rrf
Where:
Pf: 	Next October fuel price (Diesel, DFO) (Source:  NYMEX Futures) 
rrf: 	Risk-free return set at 0.73%
		OC = October 12-month put option premium calculated using K, S, σ
Where:
K: 	Strike Price = Pf
S: 	Price at expiry (i.e., price 12-months from Pf) (Source:  NYMEX Futures)
σ:	 Implied volatility on fuel put options on futures contracts (Source:  Bloomberg)
		LC = Pf x R
Where:
R: 	the implied risk premium on the after-tax weighted average cost of capital (i.e., WACC – rrf) (Source:  ISO-NE Sloped Demand Curve filing)
ii. Through conversion based on a fuel oil heat content of 6.0 MMBTU per barrel, the ISO shall calculate an equivalent rate for liquefied natural gas.  
iii. The Set Rate for the demand response service in Section III.K.4 shall be calculated as follows:

		DR Set Rate = Ro×[(1/Havg)×HRg×100MW×180h]/(100,000 kW×3 months)

Where:
Ro:	Oil program Set Rate in $/bbl
Havg:	MW-Weighted average 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

(h) Conflict.  Unless expressly stated otherwise, this Appendix K does not vary any other terms or conditions contained in the Tariff and other governing documents.
III.K.2.	Oil Fuel.
Pursuant to this service, Market Participants with oil-fired Generator Assets will secure fuel supply as of December 1 of the relevant winter and will be eligible for compensation to allay some of the costs related to unused fuel at the end of the winter.
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.
(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 of the relevant winter will demonstrate, their ability to run on oil.
(b) December 1 Oil Inventory.  In the notice specified in Section III.K.1(e), the Market Participant must set forth the Generator Asset’s expected level of oil inventory on December 1 of the upcoming winter.  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.2(c).  The December 1 inventory level will be deemed to include: oil that the ISO determines was burned to produce electricity on and after November 15 of that year, including during  an audit of dual fuel capability, provided that oil used in an audit must be replenished by the later of the upcoming 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.2. 
(c) Compensation.  Participating Generator Assets will be compensated after March 15 of the relevant winter 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. 2(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 10 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.  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 of the same year 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.
III.K.3.	Liquefied Natural Gas.
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 that winter.  
(a) Eligibility.  To be eligible, gas-fired Generator Assets, including dual fuel Generator Assets, must be capable of receiving pipeline gas or supplies of liquefied natural gas.    
(b) Proposed Contracts.  In the notice specified in Section III.K.1(e), the Market Participant must describe the contract for liquefied natural gas for which it proposes to receive compensation pursuant to this Section III.K.3.  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.3(c).  The ISO will review the notices and inform Market Participants of provisional acceptance (pending the certification specified in Section III.K.3(c) below) of contracts that meet the criteria in the preceding sentence and that, in the aggregate for each winter, 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 each 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.3(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) Compensation.  Participating Generator Assets will be compensated after March 1 of the relevant winter based on the formula below: 
(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.  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.4. 	Demand Response Service. 
All defined terms used in this Section III.K.4 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.  
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.4:  (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 the relevant 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.  
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 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.1(e).  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.  
i.	Monthly Payment for Assets Not Mapped to a Real-Time Demand Response Resource.  For each winter, Market Participants providing the demand response services described herein shall be compensated under this Appendix K through a monthly payment of the Set Rate 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 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.  
ii. Monthly Payment for Assets Mapped to a Real-Time Demand Response Resource.     For each winter, the monthly payment for assets that are mapped to a Real-Time Demand Response Resource will be the Set Rate 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 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.
iii. Energy Payment for Assets Not Mapped to a Real-Time Demand Response Resource.  For each winter, 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. 
iv. Energy Payment for Assets Mapped to a Real-Time Demand Response Resource.  For each winter 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] 
[image: ]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.4 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. 
v. 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.
vi. Non-Performance Charges.  The non-performance charges for assets providing the demand response services described in this Section III.K.4 shall be:
A. 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.  
B. For failure to submit valid meter data:  the provisions of Section III.K.4(c)(v) shall apply with regard to meter data deemed to be zero because of quality problems.

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 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.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 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(f) 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(f) shall apply, provided that 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 on May 31, 2018 as a result of an outage, 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.	Resource Auditing and Performance Monitoring. 
Participating Generator Assets must report their usable oil inventory levels and remaining contracted liquefied natural gas volumes to the ISO on the first of the month during the winter(s) in which they are providing services (or, in the case of Section III.K.5, are obligated to maintain fuel inventory) and as otherwise requested by the ISO.  These Market Participants must also 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.
In each winter, Market Participants providing the demand response service described in Section III.K.4 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.8A, 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.
[bookmark: _Toc363737457]III.K.7.	Settlements, Cost Allocation and Financial Assurance. 
(a) Cost Allocation and Settlement.
i. Compensation to Market Participants for services described in Sections III.K.2 and III.K.3 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 (1) Real-Time Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation associated with Coordinated External Transactions.  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 (1) Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation associated with Coordinated External Transactions.  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.4(f)(i)-(ii) for the demand response services described in Section III.K.4 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 (1) Real-Time Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation associated with Coordinated External Transactions.  The hourly compensation described in Section III.K.4(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 (1) Real-Time Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation associated with Coordinated External Transactions.  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 herein, 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 (1) Real-Time Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation contributions from Coordinated External Transactions.  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 (1) Real-Time Load Obligation associated with Dispatchable Asset Related Demand Resources (pumps only) and (2) Real-Time Load Obligation associated with Coordinated External Transactions.
(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 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 this Appendix K. shall result in a reduced refund pursuant to Section III.K.7(b) to Real-Time Load Obligation.


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 (date and years) (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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