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Purpose:  The objective of this proposal is to use current Market Rules and Operating Procedures to account for the commitment of additional generating resources that the ISO is forced to commit in order to restore reserves post contingency. This proposal attempts to reflect the costs associated with those units that are committed out of merit at LOL, for the purpose of post contingency reserves, in the ten-minute reserve markets .  These are costs that would otherwise not be priced in any of the existing NEPOOL reserve markets and are only reimbursed through uplift in the Energy Market.  The proposal is that operating reserve and its costs be recognized and contained to the extent possible solely within the Reserve Markets. 





Problem:  The ISO-NE Control Area at times has the single largest contingency in the eastern interconnection coupled with a relatively small amount of quick start units.  For reliability purposes, ISO-NE Forecasters schedule generation to provide for an additional 1000 to 1500 megawatts of Operating Reserve beyond that amount of capacity necessary to meet projected load and currently administered Operating Reserve requirements. The Forecaster also schedules an additional 400 to 600 megawatts in unit commitment for contingency protection against uncertainty in generator availability and load forecast error. At times ISO-NE commits about 1500 to 2000 MW of additional Operating Reserves beyond the amount recognized and priced in the Operating Reserve markets recognizing that, as the time of the forecast approaches, this additional capacity may be reduced somewhat as uncertainty is minimized and as resource flexibility allows.  





These generating resources are committed online to provide Operating Reserves or to allow flexible in merit generation to be backed down to provide Operating Reserves. However, because these resources are out of merit, they are placed at LOL for most or all of their dispatch cycle.  Market Rules do not allow these units to set the clearing price in the energy market while dispatched at LOL. Instead they are paid via uplift outside of the direct NEPOOL Market  as an Energy Uplift even if the resources were placed on line for Operating Reserve purposes.  This has the effect of reducing the hourly Energy Clearing Price (ECP), reducing the hourly Ten Minute Spinning and Ten Minute Non-Spinning Reserve prices while increasing the Operating Reserve available for dispatch by ISO-NE operators. Operating Reserve is essentially provided to ISO-NE for use at an Energy Uplift cost and not as an Operating Reserve Market cost. 





Proposal:  Because the ISO-NE is currently committing extra capacity (creating more Ten Minute Spinning Reserves) in order to restore reserves post contingency, OP#8 and its flexibility should be utilized to properly reflect these current practices.  The proposal to recognize current ISO-NE dispatch practice within existing rules can be broken down into two processes:








The Ten Minute-Reserve requirement should initially be increased by the amount of capacity that the ISO currently commits for additional Operating Reserves (The above estimated 1500 to 2000 MW of additional Operating Reserve value ISO-NE has determined necessary to carry to provide a proper level of contingency protection).  





The ratio between Ten Minute Spinning Reserve (TMSR) and Ten Minute Non-Spinning Reserve (TMNSR) currently used by ISO-NE is a fixed 50/50 split.  OP#8, however, provides the ISO-NE with both the authority and the responsibility to adjust the ratio between TMSR and TMNSR to levels the ISO believes are required to maintain system reliability.  The proposal is initially that ISO-NE fully recognizes its ability to change the ratio as necessary depending on system conditions. Secondly, this ratio should then be changed in order for the current TMNSR requirement to remain about the same and the TMSR to increase to follow the true TMSR ISO-NE is carrying hour by hour.  As a starting point, we suggest that TMSR be established as 75% of the total ten minute reserve requirement during on-peak hours.  The current 50/50 split may be reasonable for off-peak periods. ISO-NE should verify these values and if inadequate change them as appropriate. 





Operationally there would be no change to the ISO from what is currently being done. The only impact is to reflect the current unit commitment within the existing NEPOOL markets..  This practice will result in a unit commitment that honors the officially stated Operating Reserve requirements and will compensate generators committed for additional Spinning Reserve in the TMSR market.  This will result in a more efficient unit commitment which will have the effect of reducing Energy Uplift.  It may also be the step required to eliminate the need for LOL uplift due to post contingency reserve concerns.
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