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The Reliability Committee will be asked at its January 28, 2010 meeting to support revisions to Section 12 of Market Rule 1  that implement the FCM Working Group Design Basis Document that was considered by the Participants Committee at its November 6, 2009 Special Meeting.  At that meeting, the Participants Committee voted 69.06% in favor of a version of the DBD that included a number of amendments offered by Participants (the “PC-Supported DBD”).  In addition, the ISO requested a separate vote on its version of the DBD, which did not pass with a vote of 3.64% in favor (the “ISO DBD”).  In light of the actions taken by the Participants Committee, I have outlined in this memorandum several recommendations that the Reliability Committee may wish to follow in considering the FCM Market Rule revisions.

After review with ISO and several Participants, particularly those that offered amendments to the PC-Supported DBD, NEPOOL Counsel is recommending that the Reliability Committee begin its deliberations with the set of Market Rule revisions that implement the ISO DBD and that are supported at this time by ISO (the “Base Document”).  This recommendation, which has been vetted with the Participants Committee Vice-Chairs, is offered in recognition of the fact that several of the NEPOOL DBD Alternatives may no longer be supported by those that voted in favor of the PC-Supported DBD and that such Participants may desire to make alternative amendments to the Base Document instead.  In addition, to the extent that any Participant desires to initiate Reliability Committee consideration with the set of Market Rules that implement the PC-Supported DBD (as opposed to the ISO DBD), such individuals are strongly encouraged to contact myself (ekrunge@daypitney.com) or Bill Fowler, Vice-Chair (wfowler@sigmaconsult.com) as soon as possible to discuss your concerns.


In conjunction with this recommendation, the Reliability Committee should consider those deviations from the ISO DBD that were included in the PC-Supported DBD, all of which have been termed the “NEPOOL DBD Alternatives” and all of which are listed below in this memorandum (they are also all highlighted in blue in the Market Rule revisions posted for this meeting) prior to review of any other amendments offered by Participants to the Base Document.  Members of the Reliability Committee should be free to move to amend the Base Document to incorporate all of the NEPOOL DBD Alternatives or, if no such collective amendment is offered, to move to amend to incorporate any combination of alternatives.

Further information regarding the process that the Reliability Committee will use in reviewing such amendments will be distributed by the Chair and Vice-Chair.

NEPOOL DBD Alternatives


The following listing represents those NEPOOL DBD Alternatives described earlier in this memorandum (described in the order in which they appear in the FCM Market Rule revisions).  Such NEPOOL DBD Alternatives may be offered as an amendment to the Base Document, either individually, collectively, or in any combination, and will be considered, if offered, prior to any other amendments.  

Section III.12.4(b)(iii) (Found in Section 6B of the PC-Supported DBD) (“De-list Bids and Modeling of and Price Formation in Capacity Zones”)

The NEPOOL DBD Alternative would provide that only Permanent De-List Bids and Non-Price Retirement Requests would be allowed to trigger modeling of and price formation in the Capacity Zones.  This alternative would strike the references to Static De-List Bids, Export Bids, and Administrative Export De-List Bids from non-pivotal suppliers such that Section III.12.4(b)(iii) would now read:

(iii)
If the Load Zone in question is not modeled as a separate Capacity Zone as a result of the analysis described in Section III.12.4(a)(i) and Section III.12.4(a)(ii), then the ISO shall perform the analysis described in those sections again, except that the following amounts shall also be excluded from the total amount of capacity that is projected to be installed before the start of the relevant Capacity Commitment Period: the quantity of capacity that is subject to Permanent De-List Bids in the instant Forward Capacity Auction.  If, with that change, the total amount of capacity that is projected to be installed in the import-constrained Load Zone before the start of the relevant Capacity Commitment Period is greater than the Load Zone’s Export-Adjusted LSR, then the Load Zone shall not be modeled as a separate Capacity Zone in the Forward Capacity Auction.  Otherwise, the import-constrained Load Zone shall be modeled as a separate Capacity Zone in the Forward Capacity Auction.  

Section III.12.2.1.1(e) (Found in Section 7.C.i of the PC-Supported DBD) (“LRA Calculation and Remaining Interconnected Resources”)
The NEPOOL DBD Alternative would require that the calculation of the probabilistic local RA requirement/LSR include and recognize the reliability contribution expected from some amount of the remaining interconnected resources (initially, such amount will be zero) and would further require ISO to update its assumptions after the completion of the first two Capacity Commitment Periods (and every period thereafter) based on actual demonstrated offers into the energy market.  Please note that this alternative language has recently been drafted by ISO and has not previously been shared with the Reliability Committee.  This alternative would insert an additional subsection (e) in Section III.12.2.1.1 that would read:  
(e)  After the end of the second Capacity Commitment Period, and then after the end of each subsequent Capacity Commitment Period, the determination of the Local Resource Adequacy Requirement shall reflect the reliability contribution of resources without a Capacity Supply Obligation, based on actual demonstrated offers into the energy markets.
Section III.12.2.1.2(e) (Found in Section 7.E of the PC-Supported DBD) (“LSR Calculation and the Zonal TSA Requirement”)
The NEPOOL DBD Alternative would require that to the extent the zonal TSA requirement continues to exceed the Resource Adequacy requirement, the ISO commits to work with stakeholders to implement, as appropriate, any alternative solutions that might prove more effective and efficient for the markets and customers in the long-run, such as enhancements to the Locational Forward Reserve Markets, DR solutions, enhancements to the Regional System Planning process, etc.  
Consistent with the intent of those that proposed this language in the PC-Supported DBD, this alternative would not be included in the text of Market Rule 1, but rather would represent a recommendation, that, if accepted by the Reliability Committee, would compel NEPOOL counsel to report in any filings with the Commission, whether jointly with ISO if acceptable to ISO or as a separate NEPOOL filing.  Please note, however, that if any Participant wishes to propose Market Rule language to implement this alternative, they are free to offer such language as an amendment as well.
� Note that the Markets Committee may also consider a similar NEPOOL DBD Alternative in Section III.13.2.3.3(a)(2)(i) that implements Section 6B of the PC-Supported DBD.
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