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(February 28, 2013) 

 

 

I. INTRODUCTION 

On February 7, 2013, the New England Power Pool (“NEPOOL”) Participants 

Committee,
1
 in a joint filing with ISO New England Inc. (“ISO-NE”),

2
 submitted NEPOOL-

approved revisions to the Market Rules to significantly advance the bidding and commitment 

timelines associated with the Day-Ahead Energy Market (“DAM”)
3
 and the timing of ISO-NE’s 

Reserve Adequacy Analysis (“RAA”).
4
  As discussed in its transmittal letter and supporting 

                                                
1
  Capitalized terms not defined herein have the meanings as cited thereto in the Second Restated 

NEPOOL Agreement, Participants Agreement or the ISO-NE Transmission Markets and Services Tariff 

(the ISO-NE Tariff).  Section III of the Tariff is referred to as Market Rule 1. 

2
  See ISO New England Inc. and New England Power Pool, Filings of Market Rule Changes to 

Modify Day-Ahead Energy Market Schedule Docket No. ER-13-895-000, dated February 7, 2013 (the 

“Joint Filing”). 

3
  The Day-Ahead Energy Market produces economically binding commitments for Market 

Participants to provide energy the next Operating Day. For generators, this is reflected in a generation 

schedule developed through the DAM clearing process that provides the base unit commitment to meet 

next day electric load. 

4
  Reserve Adequacy Analyses are the analyses performed by ISO-NE at the close of the Re-Offer 

Period and periodically throughout the day to ensure that adequate resources are committed to meet 

forecasted load and operating reserve requirements.  The RAA process generally starts with a review of 
the adequacy of DAM committed resources to meet next-day forecasted load following the close of the 

Day-Ahead Re-Offer window.  The RAA review and, if necessary, unit commitment scheduling continues 

into and throughout the Operating Day every few hours.  The proposed changes in timing affect the 

timing of the start of the RAA process by permitting the first RAA, following the close of the Re-Offer 
Period, to occur hours earlier than current procedures. 
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materials (the “NEPOOL Transmittal Letter”),
5
 NEPOOL’s proposed Market Rule revisions (the 

“NEPOOL Proposal)
6
 are an alternative and preferred set of revisions to those proposed by ISO-

NE (the “ISO-NE Proposal”).  ISO-NE separately described and sought to support the ISO-NE 

Proposal in its transmittal letter and supporting materials (the “ISO-NE Transmittal Letter”).
7
  

The Commission is being asked in this proceeding to choose between those two proposals. 

In the ISO-NE Transmittal Letter, ISO-NE argues that its Proposal is preferable to the 

NEPOOL Proposal because it better addresses ISO-NE’s reliability concerns with the current 

DAM/RAA timelines.  It bases this argument on the fact that under its Proposal it could 

complete the initial RAA process by 4:00 P.M., one hour earlier than under the NEPOOL 

Proposal.  ISO-NE suggests this additional hour is material to the ability of gas generators to 

procure gas in time to satisfy their dispatch for the next day, and also ISO-NE’s ability to 

dispatch other generators fueled by oil and coal that require much longer start-up times.  In 

response to market concerns raised by NEPOOL that result from the fact that ISO-NE Proposal 

requires DAM bids and offers at 9:00 A.M., before there is any meaningful price discovery for 

next-day gas, ISO-NE asserts that the New England gas market will shift to accommodate the 

earlier deadline.  ISO-NE seeks to support all of its assertions with the testimony and supporting 

                                                
5
  See NEPOOL Transmittal Letter and attachments, Attachments N-1a – N-1h to the Joint Filing. 

6
  NEPOOL’s Proposal secured the strong recommendation of the NEPOOL Markets Committee 

(with 84.8% recommending Participants Committee support) and approval of the NEPOOL Participants 
Committee with a Vote of 70.15% in favor.  In contrast, ISO-NE’s Proposal was not supported by 

NEPOOL. 

7
  See ISO-NE Transmittal Letter and attachments, Attachments I-1a – I-1f to the Joint Filing. 



 

43135365.5  -3-  

 

exhibits of Peter Brandien, Vice President of System Operations for ISO-NE,
8
 and Richard 

Levitan, President of Levitan & Associates, Inc.
9
 

NEPOOL submits these Reply Comments to respond more directly and completely to 

ISO-NE’s arguments.  ISO-NE and NEPOOL had been working together on identifying 

appropriate market rule changes to address the problems stemming from a 10:00 P.M. initial 

RAA, which given the timing of pipeline nomination cycles and limited availability of traders 

from which to buy gas, is often too late to make gas supply arrangements for generators first 

identified for dispatch in that RAA.  Aware generally of ISO-NE’s arguments for its Proposal, 

NEPOOL in its Transmittal Letter explained why the NEPOOL Proposal was preferred because 

it at least accommodated the profound market concerns associated with ISO-NE’s much earlier 

DAM bid/offer deadline of 9:00 A.M.  It also explained at a high level why there was no 

meaningful difference from a reliability perspective between the NEPOOL Proposal that 

accommodated those concerns and the ISO-NE Proposal that accentuated them.
10

  In these Reply 

Comments and supporting rebuttal testimony, NEPOOL responds more particularly to the ISO-

NE Transmittal Letter and supporting information.   

Both the ISO-NE and NEPOOL Proposals begin to address very broad reliability and 

market concerns targeted at earlier day ahead scheduling of both gas and non-gas generating 

units, but as explained in Section II.A of these Reply Comments, the NEPOOL Proposal, with a 

10:00 A.M. DAM bid/offer deadline and a 5:00 P.M. initial RAA, is a far better starting point.  

The NEPOOL Proposal allows the region to realize virtually all of the advantages of an earlier 

                                                
8
  See Testimony of Peter T. Brandien and supporting exhibits ISO-20 to ISO-23, Attachment I-

1b to the Joint Filing (the “Brandien Testimony”). 

9
  See Testimony of Richard L. Levitan and supporting exhibits ISO-1 to ISO-13, Attachment I-1c 

to the Joint Filing (the “Levitan Testimony”). 

10
  See generally NEPOOL Transmittal Letter. 
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initial RAA schedule while minimizing the adverse impact on the markets by advancing the 

DAM schedule as much as possible without precluding meaningful and timely gas market price 

discovery.   

As to the material adverse market consequences of the ISO-NE Proposal, NEPOOL 

submits with these Reply Comments the joint testimony of Richard Tabors, Ph.D and Seabron 

Adamson (the “Tabors/Adamson Testimony”) (See Attachment 1 to these Reply Comments).  

The Tabors/Adamson Testimony shows through historic data that a 9:00 A.M. DAM offer 

deadline will virtually eliminate natural gas price discovery for next day gas that corresponds 

with the DAM offers being submitted.  Quantitative analysis of the data predicts that greater 

price risk for generators would result in additional costs to consumers in the range of $36 to $86 

million annually, or more.
11

  ISO-NE requests that the Commission and the markets accept any 

additional increase in costs on the belief that the gas markets will shift to accommodate an earlier 

DAM bid/offer deadline based on the testimony of Mr. Levitan.
 12

   Mr. Levitan presents no 

empirical evidence to support that speculation and has no reported gas trading experience.  Those 

who do have experiences in the markets, including Gordon Barr, Vice President, Commodity 

Portfolio Management, Capital Power Corporation (the “Barr Supplemental Testimony”) (See 

Attachment 2 to these Reply Comments) and Mr. Adamson, testify that the New England hub 

shares a common trading pattern with other far more liquid trading hubs in the nation, without 

regard to fundamental differences in offer deadlines for generators in those various regions.
13

  

Further, the Tabors/Adamson testimony explains that New England gas generators represent an 

extremely small percentage of a national trading market and, consequently, would not be 

                                                
11

  See Tabors/Adamson Testimony at pp. 8-9, 23. 

12
  See Levitan Testimony at pp. 8, 25-26; ISO-NE Transmittal Letter at p. 12. 

13
  See Barr Supplemental Testimony at pp. 2-3; Tabors/Adamson Testimony at p. 23-24. 
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expected to time-shift trading in the national gas markets.
14

  In response to the suggestion by Mr. 

Levitan and Mr. Brandien that the experience of the New York day-ahead market implies that a 

9:00 A.M. bid/offer deadline in New England would not adversely impact the market,
15

 these 

Reply Comments explain that actual experiences with the NYISO market validate NEPOOL’s 

concerns with ISO-NE’s Proposal.  

In response to ISO-NE’s attempt to characterize the differences between the NEPOOL 

and ISO-NE Proposals as having reliability implications, these Reply Comments demonstrate 

that there is no meaningful distinction from a reliability perspective between the two Proposals.  

These Reply Comments explain why the one additional hour that the ISO-NE Proposal would 

provide to arrange for intra-day and next-day gas will have little impact on generators’ ability to 

procure gas when needed.  During times of high liquidity and relatively low demand one hour 

should provide plenty of time, and during times of low liquidity and high demand even two 

hours may be insufficient.  The possibility on some occasional peak days that one hour could 

make the difference between procuring and not procuring gas does not justify the certainty on 

every day of the year that the market will be harmed by a 9:00 A.M. DAM bid/offer deadline. 

ISO-NE also seeks to support its reliability argument by suggesting that the completion 

of the initial RAA process at 5:00 P.M. would “mean that about 1,000 MW of the non-gas fired 

resources with the longest start-up times would not be available during the early morning ramp 

period, compared with the amount of non-gas fired resources that can be available when the 

initial RAA process is completed at 4:00 P.M.”
16

  This assertion overstates the facts to the point 

of inaccuracy.  The possibility of any material difference in the initial RAA at 4:00 P.M. versus 

                                                
14

  See Tabors/Adamson Testimony at p. 24. 

15
  See Brandien Testimony at pp. 18, 22; Levitan Testimony at pp. 28-29.   

16
  ISO-NE Transmittal Letter at p. 11. 
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5:00 P.M. is exceedingly remote and ISO-NE has all the tools it needs to ensure there is no 

adverse impact on reliability even in that remote instance.  In virtually all circumstances, both 

the NEPOOL and ISO-NE Proposals capture all needed RAA commitments at 5:00 P.M. and 

100% of any reliability benefit from advancing the initial RAA, but NEPOOL achieves that 

outcome with far less violence to the market. 

II. DISCUSSION 

A. IN THE FACE OF CONFLICT AND UNCERTAINTY, THE NEPOOL 

PROPOSAL IS A BETTER START TO ADDRESS IDENTIFIED 

CONCERNS 

Both the NEPOOL and ISO-NE Proposals would make dramatic changes to the DAM 

and RAA timelines.  ISO-NE appears to recognize the uncertainty that these proposed changes 

create and commits to review after a year the impact of whatever changes the Commission orders 

in this proceeding.  ISO-NE explains that such a review “will include consideration of any 

business process and software/hardware improvements that may allow the ISO to complete parts 

of the day-ahead clearing and RAA processes in a shorter time period.”
17

  Mr. Brandien goes on 

to explain that, with the benefit of actual facts and experience with market performance, “any 

issues that required prompt action would be addressed prior to the completion of the planned 

one-year review.”
18

 

The need for and appropriateness of this review further support the position that New 

England and its markets and consumers are better served by the Commission approving the 

NEPOOL Proposal which achieves all of the advantages of the advancement of the DAM and 

virtually all of the advantages of the advancement of the initial RAA timeline, with far less 

adverse market impact. The NEPOOL Proposal materially reduces the market risk associated 

                                                
17

  ISO-NE Transmittal Letter at p. 12; Brandien Testimony at pp. 24-25. 

18
  Brandien Testimony at p. 25. 
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with an earlier DAM offer deadline by allowing at least some useful information about next-day 

gas prices to be accounted for in DAM offers.
19

  The NEPOOL Proposal is supported by facts 

about how the current, natural gas market actually functions in practice and the testimony of 

those who are actually in the market about how those facts will impact future offers.
20

  As 

explained in the NEPOOL Transmittal Letter and further in these Comments, the NEPOOL 

Proposal makes at least 2,500 MWs of long lead time generation identifiable through the initial 

RAA process with sufficient time to meet morning pick-up.
21

   

ISO-NE opposes the NEPOOL Proposal, seeking instead one additional hour in the 

advancement in the initial RAA.  To gain that extra hour, though, ISO-NE would redefine the 

markets to essentially lose the entire benefit of actual next-day gas pricing data to inform DAM 

offers.
22

  ISO-NE was told directly by market participants who are in the marketplace each and 

every day that having an additional hour before the offer deadline will materially improve the 

information they have on which to base their offers and NEPOOL now provides further credence 

to this position with an evidentiary showing that the potential cost to consumers for a DAM offer 

deadline one hour earlier than the proposed 10:00 A.M. deadline can increase consumer costs in 

the range of $36 and $86 million annually or more.
23

  ISO-NE maintains that its “understanding” 

is that two hours, not one, are needed before 6:00 PM to secure intra-day gas when required, and 

that three hours, not two, are needed to secure next-day gas before the 7:00 P.M. evening 

                                                
19

  See Section II.B infra. 

20
  See generally Barr Supplemental Testimony; Tabors/Adamson Testimony; see also the initial 

Dedrickson Testimony, Attachment N-1b to the Joint Filing (the “Dedrickson Testimony”); the initial 

Barr Testimony, Attachment N-1c to the Joint Filing (the “Barr Testimony”); and the Affidavit of James 
A. Ginnetti, Attachment N-1d to the Joint Filing (the “Ginnetti Affidavit”). 

21
  See NEPOOL Transmittal Letter at p. 19 and Section II.C infra.  

22
  See Tabors/Adamson Testimony at pp. 7, 8, 10-11, 17, 19; Dedrickson Testimony at p. 13; 

Barr Testimony at pp. 2, 4-5; Ginnetti Affidavit at 5. 

23
  See Tabors/Adamson Testimony at pp. 8-9, 23; Section II.B infra. 
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nomination deadline.
24

  Testimony by those who are actually in the market directly contradicts 

this understanding.
25

 

Additionally, ISO-NE suggests that the New England bulk power system would be less 

reliable during hours for which it must manually direct the dispatch of 1,000 MWs of long lead 

time generators rather than having that unit commitment determined through the initial RAA.
26

  

NEPOOL explains why the hours in which the additional 1,000 MWs would be needed for 

reliability would be rare, observing that the concern is one of market efficiency, not reliability.  

The 1,000 MWs may still be scheduled in advance of the initial RAA as they are today.  Further, 

whatever market efficiency improvement that may arise during these rare hours is far 

outweighed by the adverse market impact from effectively losing each and every day the benefit 

of actual next-day pricing information upon which to construct offers.
27

  ISO-NE’s suggestion 

that the natural gas markets will adjust their trading patterns to accommodate an earlier DAM 

offer deadline
28

 is not only unsupported, but stands in contrast to the testimony proffered by 

NEPOOL that is informed by extensive experience in the natural gas markets.
29

 

In these circumstances, rather than start with the ISO-NE Proposal and impose with 

certainty an additional at least $36 million to $86 million costs in the market to achieve an 

                                                
24

  See ISO-NE Memorandum to the NEPOOL Participants Committee (dated January 2, 2013) 
“Day-Ahead Market and RAA Process Schedule Changes” at p. 2, available at http://www.iso-

ne.com/committees/comm_wkgrps/prtcpnts_comm/prtcpnts/mtrls/2013/jan42013/npc_20130104_addl_2

d.pdf; ISO-NE Transmittal Letter at p. 10.  

25
  See Dedrickson Testimony at p. 14-15. 

26
  See Brandien Testimony at pp. 5, 12. 

27
  See Section II.B infra and Section II.C. infra; Dedrickson Testimony at p. 13;  Ginnetti 

Affidavit at pp. 7-8. 

28
  See ISO-NE Transmittal Letter at p. 12; Levitan Testimony at p. 25; Brandien Testimony at p. 

22. 

29
  See generally Tabors/Adamson Testimony; Barr Supplemental Testimony; Ginnetti Affidavit; 

Dedrickson Testimony; Barr Testimony. 
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outcome with virtually no chance of better reliability benefits, NEPOOL urges the Commission 

instead to approve the NEPOOL Proposal but with the understanding and expectation that ISO-

NE will monitor and report on its experiences with advancing the initial RAA by five hours.  

This outcome has several advantages. 

• First, it allows the market and the Commission the benefit of actual experience 

with a much earlier initial RAA.  It allows ISO-NE the chance to collect and 

present data concerning actual hours and conditions, if any, when it is required 

manually to dispatch generation because of a 5:00 P.M. versus 4:00 P.M. initial 

RAA, something which it has not done here. 

• Second, such an approach accounts specifically for the fact that ISO-NE has the 

unilateral authority if it determines in good faith that a one hour difference would 

substantially and adversely impact system reliability or security (a determination 

that ISO-NE does not even hint could be the case) to submit a filing under Section 

205 of the Federal Power Act (“FPA”) that the Commission can consider in order 

to allow timely redress of ISO-NE’s concerns.
30

  Any such filing could be done 

on a highly expedited basis and, unlike ISO-NE’s opinions and speculation here, 

could be supported with actual facts. 

• Third, such an approach allows for the possibility and provides incentive for ISO-

NE to accelerate further its own processes and to implement software/hardware 

improvements in order to produce an initial RAA even earlier than the 5:00 P.M. 

deadline.  ISO-NE suggests that it would seek such improvements.  Importantly, 

changes to business processes and improvements can be accomplished without the 

need for additional Market Rule changes and would result both in being able to 

take advantage of better market data for DAM offers and still produce an even 

earlier RAA process.   

                                                
30

  Section 11.2 of the Participants Agreement provides that:   

“In Exigent Circumstances, ISO may unilaterally, upon written notice to the Participants 
Committee and Individual Participants, file with the Commission pursuant to Section 205, if 

necessary, and implement a new or amended Market Rule, Operating Procedure, Manual, 

Reliability Standard, provision of the Information Policy (subject to 11.3), General Tariff 
Provision, or Non-TO OATT Provision.”  

“Exigent Circumstances” are defined in the Section 1 of the Participants Agreement to be 

circumstances where the ISO determines in good faith “that (i) failure to immediately implement 
a new Market Rule, Operating Procedure, Reliability Standard, provision of the Information 

Policy, Non-TO OATT Provision or Manual would substantially and adversely affect (A) System 

reliability or security, or (B) the competitiveness or efficiency of the New England Markets, and 

(ii) invoking the procedures set forth in Section 11.1, 11.3 or 11.4 would not allow for timely 
redress of ISO’s concerns.”   
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• Fourth, with the benefit of more time, other specifically identified changes that 

could have more meaningful and direct impact on the problems sought to be 

addressed by the two Proposals can be further developed and possibly 

implemented.
31

 

 

In short, if actual experiences prove that ISO-NE-manually dispatched supplemental 

reserves can be further reduced, or that the loss of one hour between 4:00 P.M. and 5:00 P.M. in 

dispatch instructions proves to materially adversely impact the generators’ ability to consistently 

secure gas, ISO-NE has the ability quickly to seek to identify an “Exigent Circumstance” and file 

further changes with the benefit of actual data rather than opinions and speculation.  The 

Commission will then have actual facts upon which it can accept an incrementally more 

aggressive change in the New England energy markets.  In the meantime, market participants 

have the benefit of at least some next-day gas pricing data to produce better informed and 

potentially lower offers.   

B. ISO-NE HAS FAILED EITHER TO UNDERSTAND OR TO 

APPRECIATE THE ECONOMIC CONSEQUENCES CAUSED BY A 

SHIFT TO A 9:00 A.M. DAY-AHEAD ENERGY MARKET CLOSE 

Relying on the testimony of Richard Levitan, ISO-NE contends that a 9:00 A.M. DAM 

bid/offer deadline will not “constitute an undue burden” on traders and counterparties as the 

natural gas markets will adjust “and do so quickly without levying a significant risk premium” to 

accommodate ISO-NE’s “need to complete the RAA process by 4:00 P.M.”
32

  Mr. Levitan, 

presenting no supporting data and identifying no relevant experience, concludes that “if the 

markets can shift to accommodate a 10:00 A.M. bid/offer deadline,” they “should be able to shift 

                                                
31

  ISO-NE discusses in the ISO-NE Transmittal Letter some of these changes that it is 

considering and that still remain to be explored with stakeholders.  See ISO-NE Transmittal Letter at pp. 

3-7. 

32
  See Levitan Testimony at p. 25; Brandien Testimony at pp. 18, 21-22. 
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one additional hour earlier to accommodate the ISO’s proposed 9:00 A.M.”  He claims that any 

harm to the market would be “ephemeral.”
33

   

1. There Is No Meaningful Information From Trading in 

the Next-Day Gas Market To Support a 9:00 A.M. 

DAM Offer Deadline 

In contrast to Mr. Levitan’s opinions and speculation, analysis of data demonstrates that 

there will be a risk premium associated with a 9:00 A.M. DAM offer deadline that will 

materially increase costs.  The Tabors/Adamson Testimony presents the analysis of actual 

trading data on next-day gas trading on the IntercontinentalExchange, Inc. (“ICE”), the most 

visible and liquid natural gas market exchange.  That data shows virtually no trades before 8:00 

A.M.
34

  Indeed, there is limited liquidity in the marketplace even between 8:00 A.M. and 9:00 

A.M.
35

  The majority of all trades occurs between 9:00 A.M. and 10:00 A.M.
36

  The following  

Figure 1 from the Tabors/Adamson Testimony shows that data graphically:
37

  

                                                
33

  See Levitan Testimony at p. 28. 

34
  See Tabors/Adamson Testimony at pp. 6, 11. 

35
  See id.  

36
  See id.  

37
  See id. at p. 11. 
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NEPOOL has already explained with supporting testimony that market participants need 

an hour or more to determine a next-day price for their fuel in order to reflect that information in 

offers for their units, receive the necessary internal approvals, and enter and verify their offers in 

the ISO-NE system.
38

  Thus, if gas generators are forced to offer at 9:00 A.M as proposed by 

ISO-NE, for virtually all days, they will not have any useful current trading information and 

must base their offers on gas prices from the prior day.  The problems associated with this 

inability to base offers on current gas prices will be even more pronounced on every Tuesday 

when the latest available gas pricing to inform bids would be from the prior Friday.
39

 

Messrs. Tabors and Adamson demonstrate through their statistical analysis of historic 

data that price information from the prior days’ trading activity is not an accurate predictor of 

average natural gas prices for the following day.
40

  With a 10:00 A.M. DAM bid/offer deadline, 

                                                
38

  See Dedrickson Testimony at pp. 10-13; Barr Testimony at pp. 3-4; Ginnetti Affidavit at p. 4. 

39
  See Tabors/Adamson Testimony at p. 7. 

40
  See id. at pp. 15-19. 



 

43135365.5  -13-  

 

gas generators at least are able to base their offers on early trades in next-day gas that occur 

before 9:00 A.M.
41

  While these generators still would lose the ability to rely on information 

from the most liquid portion of the trading day, witnesses Tabors and Adamson demonstrate 

statistically that gas trading results between 8:00 A.M. and 9:00 A.M. provide valuable 

information on the final average natural gas price for next-day gas that the generator would be 

burning to support its DAM offers for the following day.
42

   

Accordingly, whether anecdotal from those in the markets, as based on the Dedrickson 

and Barr Testimony and Ginnetti Affidavit, or quantitative, as based on the analysis performed 

by Dr. Tabors and Mr. Adamson, there is unquestionably a significant difference in risk and 

information between DAM offers that must be submitted by 9:00 A.M. and those that must be 

submitted by a 10:00 A.M. deadline. 

2. The Risk Premium And Related Costs To The Markets 

Associated With a 9:00 A.M. DAM Offer Deadline Will 

Be Substantial  

The risk associated with a 9:00 A.M. offer deadline will result in significant added costs 

for the ISO-NE wholesale electricity markets, and ultimately will increase costs to consumers.  

Tabors and Adamson estimate that the ISO-NE Proposal will expose the wholesale electric 

markets in New England to a 1% to 2% risk premium that gas generators can reasonably be 

expected to include in their DAM offers to cover their value at risk associated with needing to 

rely on outdated fuel prices.
43

  That risk increases as gas supplies tighten and gas price volatility 

grows.  It increases still further when generators are required to rely on data that is more and 

                                                
41

  See Dedrickson Testimony at pp. 4-5, 8, 13; See Barr Testimony at pp. 2, 4-5; See Ginnetti 

Affidavit at pp. 2, 5-6. 

42
  See Tabors/Adamson Testimony at pp. 8, 11-17. 

43
  See Tabors/Adamson Testimony at pp. 8, 23. 



 

43135365.5  -14-  

 

more dated, such as on each and every Tuesday.  Thus, the potential risk could be significantly 

larger than even that suggested by their calculations using historic averages.
44

 

Based on the high correlation between gas prices and power prices, that risk premium 

translates into additional wholesale power costs in the range of $36 million to $86 million or 

higher annually.
45

  

3. The Next-Day Gas Market Will Not Shift To 

Accommodate ISO-NE 

Mr. Levitan is under the mistaken impression that trading for gas in New England will 

somehow shift to accommodate the change in the DAA and RAA schedules.  He apparently 

believes that the NEPOOL Proposal anticipates that markets will “shift to accommodate a 10:00 

A.M. bid/offer deadline” and then extrapolates that error to argue that the same markets can shift 

still an additional hour to accommodate at 9:00 A.M. deadline.
46

   

ISO-NE’s prediction that the next-day natural gas market will shift to accommodate an 

earlier DAM offer deadline has no basis in fact.  As Mr. Barr, who is responsible for Capital 

Power’s gas trading across North America, explains, the various trading hubs across the 

continent are interconnected, and trades at a relatively small trading hub like New England’s 

Algonquin hub do not materialize until there is liquidity and price transparency at much larger 

and more liquid hubs such as the Henry Hub.
47

  Tabors and Adamson confirm that observation.
48

  

With New England essentially at the end of the pipeline for its sources of gas, there is no basis to 

                                                
44

  See Tabors/Adamson Testimony at pp. 22-23. 

45
  See id. at pp. 8-9, 23. 

46
  See Levitan Testimony at p. 26.   

47
  See Barr Supplemental Testimony at pp. 2-3. 

48
  See Tabors/Adamson Testimony at p. 23-24.  
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believe that New England will trade ahead of, or will influence in any way, the trading of gas 

nationally.
49

 

Because the next day gas trading markets will not adjust to accommodate a change in 

New England’s DAM and RAA deadlines, the ISO-NE Proposal ensures a constant and enduring 

risk to the markets that would produce higher offers and electricity prices.  The NEPOOL 

Proposal strikes a reasonable balance in achieving the highly desired acceleration of the initial 

RAA while still providing some ability to rely on next day gas prices to inform DAM offers.   

4. The Experiences With The NYISO Market Undercut 

ISO-NE Arguments And Help To Prove Why The 

NEPOOL Proposal Is Preferable  

In its filing, ISO-NE pointed to the New York ISO (“NYISO”) day-ahead market 

apparently to imply that a 9:00 A.M. DAM bid/offer deadline in New England would not 

adversely impact the market.
50

  To support that conclusion, ISO-NE cites New York’s most 

recent annual report by its Market Monitoring Unit
51

 to the effect that the NYISO market 

performs competitively,
52

 produces efficient market outcomes, and that the day-ahead and real-

time prices generally converge.
53

  Indeed, Mr. Levitan goes so far as to opine that the NYISO 

                                                
49

  See id. 

50
  See Brandien Testimony at pp. 18-22; Levitan Testimony at pp. 8, 28-29 (citing Mr. Brandien). 

51
  2011 State of the Market Report for the New York ISO Markets, prepared by the Market 

Monitoring Unit for the New York ISO (Potomac Economics), dated April 2012, available at 

http://www.potomaceconomics.com/uploads/nyiso_reports/NYISO_2011_SOM_Report-Final_4-18-
12.pdf (referred to herein as the “2011 NYISO Markets Report”); see also Brandien Testimony at p. 22 

(Citing the 2011 NYISO Markets Report, ISO-NE claims that the day-ahead and real-time prices 

generally converge in the NYISO market). 

52
  See Brandien Testimony at p. 18. 

53
  See id. at p. 22. 
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experience shows that New England markets will adjust to accommodate a 9:00 A.M. DAM 

bid/offer deadline.
54

   

The NYISO experience (with its 5:00 A.M. day-ahead bid/offer deadline) does not 

support in any way ISO-NE’s insistence on advancing the DAM deadlines and RAA an hour 

earlier than the times in the NEPOOL Proposal.  Indeed, the NYISO experience validates the 

concerns of NEPOOL with the ISO-NE Proposal and helps to demonstrate why the NEPOOL 

Proposal is preferred.  

Looking first at ISO-NE’s reliance on the 2011 NYISO Markets Report by economist and 

market monitor Dr. David Patton, Dr. Tabors explains that the 2011 NYISO Markets Report 

does not support the conclusions reached by witnesses Brandien and Levitan.
55

  The 2011 

NYISO Markets Report focuses on the convergence between the day-ahead and real-time 

markets; it does not address the uncertainty of natural gas prices resulting from a 5:00 A.M. day-

ahead bid/offer close which is relevant here.
56

 

What reference to the NYISO market experience does demonstrate, though, is that next-

day gas trading will not shift to support an earlier DAM offer deadline.  NYISO requires day-

ahead offers to be submitted by 5:00 A.M., ensuring no price visibility for next-day gas to inform 

such offers.  Mr. Levitan acknowledges that New York generators must base their bids the day 

before the bidding deadline.
57

  This is so notwithstanding the fact that NYISO’s offer deadline is 

5:00 A.M. and New England’s current deadline is noon.  Thus, the NYISO experience actually 

contradicts Mr. Levitan’s conclusion that the gas markets will adjust, just as Mr. Ginnetti 

                                                
54

  See Levitan Testimony at pp. 28-29. 

55
  See Tabors/Adamson Testimony at p. 24-25. 

56
  See id.  

57
  See Levitan Testimony at p. 28.  
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observed in his Affidavit.
58

  In this regard, a review of  2012 transactions between the Algonquin 

and New York Transco Zone 6 hubs shows that the majority of trading at both hubs takes place 

between 8:30 A.M. to 10:30 A.M.
59

  The data underscores that the pattern of trading at the New 

York Transco Zone 6 hub is consistent with the trading pattern at Algonquin
60

 even though the 

New York day-ahead market closes at 5:00 A.M.  There has been no shift in New York trading 

to accommodate this earlier day-ahead market close.  

Exploring some of the key differences between the New York and New England markets 

is instructive and serves to reinforce why New England is far better served with the NEPOOL 

Proposal.  The fact that ISO-NE would cite the NYISO experience as it has is even more 

remarkable given some of the significant differences between the two markets, which ISO-NE 

has candidly acknowledged in other contexts:  

Fuel Diversity:  New York has diverse fuel sources
61

 and there “is a prevalence of dual-

fuel capability.”
62

  Further, New York requires that dual-fuel capable units in New York City and 

Long Island “switch to oil when electric loads reach defined peak threshold (which are adjusted 

for both summer and winter peak conditions).”
63

  In contrast, over 51% of New England’s 

                                                
58

  See Ginnetti Affidavit at pp. 5-6. 

59
  See Tabors/Adamson Testimony at p. 25. 

60
  See id.  

61
  ISO-NE Power Trends 2012: State of the Grid, at p. 18, available at http://www.nyiso.com/ 

public/webdocs/media_room/publications_presentations/Power_Trends/Power_Trends/power_trends_201
2_final.pdf.  

62
  FERC Staff Report on Gas-Electric Coordination Technical Conferences, p. 8 (Docket No. 

AD12-12-000) (November 15, 2012). 

63
  NYISO Comments submitted on March 30, 2012 in FERC Docket No. AD12-12 (“For 

example, gas-fired generators in New York City are generally required to have dual-fuel capability, 

maintain specified levels of back-up fuel, and to have automatic fuel switching capability or operate on 

alternate fuel during critical system conditions.  The fixed costs of dual-fuel capability are reflected in the 
capacity market demand curves for New York City.”). 
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energy came from gas-fired generation in 2011.
64

  The need to be able to rely on a visible and 

liquid next-day gas market is therefore even more important for New England than for New 

York, since the risk affects so many more resources.   

Bidding Flexibility:  NYISO permits generators to adjust their offers hourly during the 

day for dispatch decisions in the real-time market.
65

  For that reason, they are better able to offer 

their energy in real-time at pricing levels that ensure recovery of their fuel costs.  Thus, their loss 

of price transparency for the DAM offers is offset partially by allowing price adjustments 

through the day.   

In contrast to New York, ISO-NE currently does not permit any bidding flexibility after 

the Re-Offer Period and those bids control throughout the next electric day regardless of what is 

happening in the intra-day gas market.  This difference has prompted a recommendation from 

Dr. Patton, who is a Market Monitor for both New York and New England, that ISO-NE 

“provide suppliers with the flexibility to modify their offers closer to real time to reflect changes 

in marginal costs.”
66

  Recently, ISO-NE has begun to discuss with stakeholders a proposal that 

would allow New England generators to present modified bids during the day and soon will 

present, through the stakeholder processes, proposed Market Rule changes to reflect such a 

                                                
64

  FERC Staff Report on Gas-Electric Coordination Technical Conferences, at p. 5; see also id. at 

footnote 5. 

65
  See generally NYISO Day-Ahead Market Overview presented at the June 28-29, 2010 FERC 

Unit Commitment Model Conference, prepared by Shaun Johnson, Manager of Energy Market Products 

at NYISO, available at http://www.ferc.gov/eventcalendar/Files/20110628072825-Jun28-SesA1-

Johnson-NYISO.pdf; see also NYISO Market Participants User’s Guide, dated June 2012, available at  
http://www.nyiso.com/public/webdocs/markets_operations/documents/Manuals_and_Guides/Guides/User

_Guides/mpug.pdf. 

66
  2011 Assessment of the ISO New England Electricity Markets, prepared by the External 

Market Monitor for ISO-NE (Potomac Economics), dated June 2012, at p. xxiv, available at 

http://www.potomaceconomics.com/uploads/isone_reports/ISONE_2011_EMMU_Report_Final_June_20

12.pdf (referred to herein as the “2011 ISO-NE Markets Report”); see also id. at p. 104 (“In addition, we 

have recommended the ISO provide generators with additional flexibility to modify their offers closer in 
the real time (i.e., intra-day re-offers) to reflect changes in marginal costs.”). 
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proposal.
67

  Thus, stakeholders have not yet fully discussed or voted on that proposal.  However, 

even if ISO-NE is able, after stakeholder consideration, to successfully file and implement such 

changes, ISO-NE acknowledges that those changes could not become effective until late 2014 at 

the earliest.
68

  This fact accentuates why having some reliable basis for predicting next-day gas 

prices in New England is far more important than in New York.  

Virtual Trading:  NYISO has sought to maintain a relatively low price divergence 

between day-ahead and real-time prices (at the zonal level) through very active virtual trading.
69

  

Virtual trading allows market participants to arbitrage the price differences between day-ahead 

(which for New York are less informed) and real-time.
70

  In capturing “price divergences 

between markets of different time intervals (such as day-ahead versus real-time),” virtual 

transactions “can add market liquidity, reduce market inefficiencies and mitigate the market 

power of other buyers and sellers.”
71

  In New York, “a large number of market participants 

regularly submit virtual bids and offers.”
72

  The 2011 NYISO Markets Report notes that this 

pattern of increased virtual trading “reflects the market response to persistent day-ahead 

                                                
67

  See ISO-NE Presentation to the NEPOOL Markets Committee, “Energy Market Offer 
Flexibility: Proposed changes to the Energy Market” (dated February 6, 2013), available at 

http://www.iso-

ne.com/committees/comm_wkgrps/mrkts_comm/mrkts/mtrls/2013/feb562013/a11_iso_presentation_prop

osed_design_02_06_13.ppt; see also July 2012 ISO-NE White Paper, “Addressing Gas Dependence,” 
available at http://www.iso-ne.com/committees/comm_wkgrps/strategic_planning_ discussion/ 

materials/natural-gas-white-paper-draft-july-2012.pdf. 

68
  See 2013 ISO-NE Wholesale Markets Project Plan, at p. 21, available at http://www.iso-

ne.com/pubs/whlsle_mkt_pln/2013wmpp.pdf.  

69
  See generally 2011 NYISO Markets Report. 

70
  See id. at p. 31. 

71
  PJM Renewable Integration Study: Review of Industry Practice and Experience in the 

Integration of Wind and Solar Generation (November 2012), Section 3.6 Virtual Bidding, at p. 21, 

available at http://pjm.com/~/media/committees-groups/task-forces/irtf/postings/pris-task3b-best-

practices-from-other-markets-final-report.ashx.  

72
  2011 NYISO Markets Report at p. 22. 
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premiums throughout New York in 2011”
73

 and “helps to correct some persistent inconsistencies 

between the day-ahead and real-time markets and improve convergence.”
74

   

While ISO-NE permits virtual traders to transact at every pricing location, the virtual 

trading activity in New England is low by comparison.  One reason cited by ISO-NE’s External 

Market Monitor, in its 2011 ISO-NE Markets Report, is the fact that New England allocates Net 

Commitment Period Compensation (“NCPC”)
75

 costs on virtual transactions.
76

  The NYISO 

market does not have such a cost allocation scheme.  Both ISO-NE’s internal and external 

market monitors recommend changes to the NCPC cost allocation mechanism.
77

  Given the 

inability of New York market participants to rely on current next day gas prices, there may well 

be other reasons for the relatively inactive virtual trading market in New England, but that is still 

to be explored in the stakeholder process. 

The point of highlighting the differences between the New England and NYISO markets 

is not to suggest that the two markets should converge; they are different, are driven by different 

facts and circumstances, and produce different outcomes and challenges.  Rather, NEPOOL 

provides this comparison to emphasize how inappropriate it is for ISO-NE to rely on a 

                                                
73

  Id.  One could reasonably conclude that these persistent premiums in New York are analog to 

the risk premiums predicted in the Tabors/Adamson Testimony.  That correlation has not been studied 

and accordingly is not what NEPOOL is asserting here. 

74
  Id. at p. 23.  Query at least whether that reported persistent inconsistency is driven in part by 

New York’s requirement for day-ahead bids far ahead of price discovery for next day gas. 

75
  Net Commitment Payment compensation is a “make-whole” payment made to resources 

whose hourly commitment and dispatch by ISO-NE resulted in a shortfall between the resource’s offered 

value in the Energy and Regulation Markets and the revenue earned from output over the course of the 

day. 

76
  See 2011 ISO-NE Markets Report at p. viii. 

77
  See 2011 Annual Markets Report, prepared by the Internal Market Monitor for ISO-NE, dated 

May 15, 2012), at p. 4, available at http://www.iso-

ne.com/markets/mkt_anlys_rpts/annl_mkt_rpts/2011/2011_amr_final_051512.pdf; 2011 ISO-NE Markets 
Report at pp. ix, 16. 



 

43135365.5  -21-  

 

comparison to New York to support its Proposal.  Both New York and New England’s market 

monitors have reached the conclusion that their respective markets are workably competitive.
78

  

That conclusion, however, does not mean that New York is not experiencing risk premiums in its 

markets.  More to the point, nor does that conclusion justify imposing an offer deadline in New 

England that entirely denies gas generators the opportunity to rely on timely price information in 

their offers, an outcome compelled by the ISO-NE Proposal. 

As explained in Section II.A above, moving the deadlines to those identified in the 

NEPOOL Proposal helps the region to realize virtually all of the benefits of an even earlier  

initial RAA without eliminating the ability of generators to base their DAM offers on current 

next-day gas prices.  Given these key market differences with New York, the NYISO market 

experiences do not support ISO-NE’s efforts to advance those deadlines still one hour earlier 

than the NEPOOL Proposal.  Rather, those experiences provide support for why NEPOOL’s 

Proposal is preferable.  

C. THE MARKET ADVANTAGES OF THE NEPOOL PROPOSAL ARE 

NOT AT THE EXPENSE OF RELIABILITY  

ISO-NE claims that its Proposal has two reliability-related advantages to the NEPOOL 

Proposal.  Notwithstanding feedback directly from Market Participants who are actually in the 

New England market, ISO-NE claims that a 4:00 P.M. versus 5:00 P.M. initial RAA will 

somehow make a key difference in Market Participants’ ability to make nominations for intra-

day gas before the 6:00 P.M. intra-day nomination deadline and for next-day gas before the 7:00 

P.M. evening nomination deadline.
79

  ISO-NE goes on to suggest that a one hour difference in 

                                                
78

  See generally 2011 NYISO Markets Report; 2011 ISO-NE Markets Report. 

79
  See ISO-NE Transmittal Letter at pp. 9-11. 
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the publication of the initial RAA will make up to an additional 1,000 MWs of non-gas 

generation available during some days for an early morning ramp in load.
80

 

NEPOOL disagrees that there is any meaningful reliability advantage gained by ISO-NE  

advancing the initial RAA one more hour than the five hours already achieved under the 

NEPOOL Proposal.  As explained below, having an initial RAA at 4:00 P.M. versus 5:00 P.M., 

in virtually no circumstance provides generators with an advantage in procuring gas to meet the 

dispatch schedule reflected in the initial RAA.  Further, these Reply Comments explain why long 

lead time generation is available to ISO-NE under both Proposals and that the additional hour of 

notice from the initial RAA is not a reliability advantage. 

1. A 4:00 P.M. RAA Provides No Material Advantage over 

a 5:00 P.M. RAA 

In ISO-NE’s Transmittal Letter, ISO-NE argues that it becomes “significantly more 

difficult” to take all the steps necessary to purchase, schedule and nominate gas prior to the 6:00 

P.M. Intra-Day 2 and 7:00 P.M. evening nomination deadlines as normal business hours wind 

down.
81

  In this regard, Mr. Levitan opines that scheduling natural gas supply after a 4:00 P.M. 

or 5:00 P.M. initial RAA is a nuanced, complex and time consuming process and that the 

additional hour is desirable from a gas scheduling perspective.
82

  This belief is one basis for ISO-

NE’s assertion that reliability would be greater with a 4:00 P.M. initial RAA than it would be 

with a 5:00 P.M. initial RAA. 

While Market Participants would certainly welcome more time on occasional peak days 

to purchase and schedule gas, one extra hour in the vast majority of days would make little 

difference in their ability to procure gas when needed.  If gas is available, a 5:00 P.M. initial 

                                                
80

  Id. at p. 11. 

81
  Id. 

82
  See Levitan Testimony at pp. 13-14. 
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RAA, like a 4:00 P.M. RAA, provides all the time that is needed.
83

  When the gas has limited 

availability because, for example, there is very high demand or limited available transportation in 

the market, the difference between a 4:00 P.M. and 5:00 P.M. initial RAA would be marginally 

helpful at best, and more likely would have no impact at all since far more than even two hours 

would likely be needed and even that may not matter.   

Mr. Levitan’s own discussion of New England’s experiences with cold weather that 

occurred on January 22 through January 25, 2013, aptly illustrates this point.  Unquestionably, 

that was a very challenging time in the gas market with gas prices rising dramatically in response 

to greater demand.
84

  Tellingly, Mr. Levitan testifies that “traders and counterparties needed 

many hours throughout the day to confirm timely nominations for next-day scheduling 

commitments, only to discover by the Intra-Day 2 nomination deadline that constraints precluded 

the scheduling of incremental nominations for many efficient gas-fired combined cycle plants.”
85

  

Assuming he is accurate in this report, the facts only serve to suggest strongly that the events in 

January 2013 would not have benefited from a 4:00 P.M. versus a 5:00 P.M. initial RAA.
86

    

In short, it is beyond dispute that there may be greater comfort on some sporadic 

occasions in having one more hour between 4:00 P.M. and 5:00 P.M. to arrange gas 

procurement, but more comfort does not translate into more reliability.  Moreover, the cost of 

gaining that additional hour is the loss on each and every day of any knowledge of next-day gas 

                                                
83

  See Dedrickson Testimony at p. 15. 

84
  See Levitan Testimony at p. 10. 

85
  Levitan Testimony at pp. 10-11. 

86
  Mr. Levitan’s testimony underscores the difficulties associated with procuring gas under 

constrained situations: “During the late afternoon and early evening hours gas-fired generators often 

scramble to line up commodity supply, transportation and ancillary products to support next-day 

generation commitments.  Sometimes hours elapse into the early evening before a determination is made 
that fuel constraints preclude economic operation in the day-ahead market.”  Levitan Testimony at p. 32. 
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pricing on which to base DAM offers.  A tradeoff that, as has already been explained, has a very 

high cost.  

2. Both Proposals Expand Generation Available In The 

Initial RAA For Morning Load Pickup and There Is No 

Meaningful Reliability Difference Between The Two 

Proposals 

A second argument ISO-NE makes in favor of its Proposal over the NEPOOL Proposal is 

that “completion of the initial RAA process at 5:00 P.M. would also mean that about 1,000 MWs 

of non-gas-fired resources with the longest start-up times would not be available during the early 

morning ramp, compared with the amount of non-gas-fired resources that can be available when 

the initial RAA process is completed at 4:00 P.M.”
87

 

This purported advantage is overstated to the point of inaccuracy.  As NEPOOL has 

already explained in the NEPOOL Transmittal Letter and supporting materials, there is no 

difference between the NEPOOL Proposal and the ISO-NE Proposal in terms of ISO-NE’s 

ability and authority to call on resources that ISO-NE refers to as non-gas-fired resources.  So 

long as ISO-NE continues as it has to anticipate the need for these resources ahead of completing 

its initial RAA, there will be no reliability difference between a 5:00 P.M. and a 4:00 P.M. initial 

RAA.  

The only difference between the two proposals is the potential for some long lead time 

generation, which ISO-NE identifies as 800 to 1,000 MWs,
88

 being considered in the initial RAA 

at 4:00 P.M. rather than committed manually by ISO-NE.  ISO-NE candidly acknowledges that 

the availability of up to 1,000 MWs of long lead time resources may not be critical every day,
89

 

but fails to explain that the circumstances for even this to occur would be very infrequent at best.  

                                                
87

  ISO-NE Transmittal Letter at p. 11. 

88
  See Brandien Testimony at p. 20. 

89
  See ISO-NE Transmittal Letter at p. 11. 
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The 800 MWs to 1,000 MWs identified by ISO-NE represents essentially coal- and oil-fired 

steam generators which, if in completely cold conditions, could be ready to provide energy 

during morning load pick-up if notice was provided in a 4:00 P.M. initial RAA (e.g., to meet 

load requirements at 6:00 A.M. during load pick-up) but not be ready to provide energy in that 

same hour of morning pick-up after a 5:00 P.M. initial RAA (i.e., for the same 6:00 A.M. need).  

Aside from the undeniable fact that a manual dispatch order at 4:00 P.M. will have precisely the 

same reliability outcome as an initial RAA commitment at that time, for the one hour between 

the NEPOOL and ISO-NE Proposals to matter, a number of infrequent circumstances must 

coalesce: 

First, as ISO-NE recognizes, the times of concern would only be during high demand 

days.
90

  On other days, morning load pick-up is fully met by available resources already 

identified in the supply stack, including gas-fired generation, hydro-electric resources, imports, 

and other short lead time resources. 

Second, as ISO-NE also acknowledges, not only does there need to be a high demand 

day, but that high demand must occur during the time of year when there is a very early morning 

ramp “such as during the winter period.”
91

  There is a far lower likelihood of these two 

conditions occurring on a weekend.  

Third, a large proportion of the existing gas and hydro fleet, as well as imports, would 

have to be unavailable to meet the morning ramp.  As ISO-NE explains, a typical winter morning 

ramp would be approximately 5,000 MWs.
92

  Under normal circumstances, that morning ramp is 

                                                
90

  See id. 

91
  See id.  During the summer peak period, load which is heavily impacted by air conditioning 

requirements picks up later in the morning after the temperatures begin to rise.   

92
  See Exhibit ISO-21 of Brandien Testimony. 
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met mostly, if not entirely, with resources other than the infrequently-run oil or coal units (else 

they would not be “infrequently run.”).  For a one hour time difference in the RAA to imply a  

1000 MWs difference in available resources, ISO-NE would need to be calling on virtually the 

entire 5000 MWs of (non-gas) resources with slower start-up times to meet the morning ramp 

(which is itself about 5000 MWs).
93

  That could happen only if essentially all of the existing gas 

and hydro fleet, as well as imports, which are normally used for the morning ramp, are 

unavailable. 

Fourth, virtually the entire oil- and coal-fired fleet would need to be in cold shutdown for 

this number of MWs to make a difference for the one hour in question.  As shown in Exhibit 

ISO-23, with a 5:00 P.M. initial RAA, more than 5000 MWs of these generators would be 

available for some portion of the morning ramp if they were already operating or were warm or 

hot from operation within the past few days.
94

 

All these facts together demonstrate why there is no reasonable basis for distinguishing 

the two Proposals based on ISO-NE’s claim that up to 1,000 MWs of long lead time generators 

might be unavailable incrementally in the initial RAA for morning load pick up under the 

NEPOOL Proposal.  ISO-NE acknowledges that these units are called on only infrequently.
95

  

The infrequent hours of operation are spread across the entire year.  Among those infrequent 

hours, the only hours of operation that matter in seeking to distinguish the difference between a 

4:00 P.M. and 5:00 P.M. initial RAA are hours that (1) fall in the early morning ramp, and (2) 

fall within a cold weather peak day, and (3) fall on a weekday, and (4) occur when substantially 

                                                
93

  See ISO-NE graph referenced in NEPOOL Transmittal Letter at p. 18. 

94
  This is so since, as a general matter, steam units can take up to 72 hours to cool to the point of 

requiring the cold start-up time identified in the supply curve.  

95
  See Brandien Testimony at pp. 9, 16.  
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all of those steam units are all in cold status, and (5) occur when virtually all the gas-fired, 

hydro-electric, and import resources that normally meet the ramp are unavailable to contribute to 

the morning ramp.  ISO-NE, who alone has actual data that it can present to show the potential 

frequency of this occurring did not provide that data.  Even in hours when all five of these 

circumstances occur simultaneously, the only difference between the two Proposals would be 

whether ISO-NE operators must decide manually to commit any of this additional generation 

rather than being able to count on the initial RAA.   

In short, there is not a material difference between the two Proposals with respect to non-

gas-fired generation with long start-up times.  Admittedly there is a possibility that manual 

dispatch during some infrequent hours could raise some market efficiency issues during those 

hours if ISO-NE, as it has been doing recently, conservatively dispatches long lead time 

resources out of merit as supplemental reserves to provide greater assurance of reliability.  As 

between the NEPOOL and ISO-NE Proposals, market inefficiency might occur in those 

infrequent hours if ISO-NE’s manual dispatch directions between 4:00 P.M. and 5:00 P.M. were 

to call on more MWs than would have been called on under a computer-generated initial RAA at 

4:00 P.M.  However, this is a market efficiency and not a reliability issue.
96

   

For a small number of hours during the year, the possible improvement in market 

efficiency in this small respect does not justify the material adverse market impacts of the earlier 

DAM bid/offer deadline during every day of the year under the ISO-NE Proposal. 

 

                                                
96

  Even with a 10:00 P.M. initial RAA, there are very few instances in which system conditions 

require ISO-NE to call on emergency imports or real-time demand response.  Indeed, there was no call on 

these resources during the January 2013 event cited by Mr. Brandien.  See Brandien Testimony at p. 11.  

As Mr. Dedrickson explained in his Direct Testimony, these resources are available tools to ISO-NE in 
the event of reliability concerns in real time.  See Dedrickson Testimony at pp. 16-17. 
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III. CONCLUSION 

For the reasons stated herein, including the Tabors/Adamson and Barr supplemental 

testimonies, and in the NEPOOL Transmittal Letter and supporting testimony, the Commission 

should approve the NEPOOL Proposal, which is just and reasonable and preferable to the ISO-

NE Proposal. 

 Respectfully submitted, 

NEPOOL PARTICIPANTS COMMITTEE 
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 14 

I. BACKGROUND AND QUALIFICATIONS 15 

Q. DR. TABORS, PLEASE STATE YOUR FULL NAME AND BUSINESS 16 

ADDRESS. 17 

A. My name is Richard D. Tabors.  My business address is 1 Memorial Drive, Suite 1410, 18 

Cambridge, Massachusetts 02142 19 

Q. PLEASE SUMMARIZE YOUR QUALIFICATIONS AND EDUCATIONAL 20 

BACKGROUND 21 

A. I am the President and principal of Across the Charles, an economic and engineering 22 

consulting group located in Cambridge, Massachusetts and Senior Consultant at Greylock 23 

McKinnon Associates, an economics consulting group also in Cambridge, Massachusetts.  24 

From November 2004 until June 2012, I was a Vice President of Charles River 25 

Associates (“CRA”) and for multiple years co-head of the Energy & Environment 26 

Practice.  From 1989 until 2004, I was the founder and President of Tabors Caramanis & 27 

Associates, which was sold to CRA in 2004. 28 

 29 



2 
 

From 1976 until 2005, I was a member of the research staff and teaching faculty of 1 

Massachusetts Institute of Technology (“MIT”) where I was Assistant Director of the 2 

Laboratory for Electromagnetic and Electronic Systems (MIT’s power systems 3 

engineering group) and Deputy Director of the Technology & Policy Program within the 4 

School of Engineering. From 1970 to 1976 I was a researcher and Assistant Professor at 5 

Harvard University jointly in The College, the Graduate School of Design and the Center 6 

for Population Studies in the School of Public Health. 7 

 8 

I have spent much of my professional career at the interface between economics and 9 

engineering, primarily in the design and implementation of markets and market 10 

investment decisions in the electric power sector.  With Fred C. Schweppe, Michael C. 11 

Caramanis and Roger E. Bohn, I co-authored Spot Pricing of Electricity, which is 12 

generally considered the basic theoretical text for the design of electric energy and 13 

transmission markets worldwide.  Particularly relevant to my testimony here, I co-14 

authored, with Scott Englander and Robert Stoddard, an article “Who’s on First?  The 15 

Coordination of Gas and Power Scheduling” published in the June 2012 issue (Vol. 16 

25, Issue 5) of the Electricity Journal, which describes at some length the challenges 17 

faced by the differences between the electric and gas markets.  My resume is attached as 18 

Exhibit A to this Affidavit. 19 

 20 

During my professional career, I have provided expert testimony in over 50 legal matters 21 

throughout the United States, and internationally, including arbitrations, proceedings 22 

before the Federal Energy Regulatory Commission (“FERC” or the “Commission”), state 23 
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regulatory commissions and before the United States Congress in matters related to 1 

energy, the development of power projects, and the decisions to invest in the electric 2 

energy market. 3 

 4 

I received a BA from Dartmouth College in Biology and pre-medical science and an MSc 5 

and PhD from the Maxwell School of Syracuse University in Geography and Economics. 6 

Q. MR. ADAMSON, PLEASE STATE YOUR FULL NAME AND BUSINESS 7 

ADDRESS 8 

A. My name is Seabron Adamson.  My business address is 4 Brattle Street, Cambridge, 9 

Massachusetts 02138. 10 

Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND 11 

A. I received a B.S. degree in Physics in 1986 from the Georgia Institute of Technology and 12 

the M.S. degree in Applied Physics from the same institution.  I received a S.M. degree in 13 

Technology and Policy in 1992 from the Massachusetts Institute of Technology.  In 2007 14 

I received an M.A. degree in economics from Boston University. 15 

Q. PLEASE SUMMARIZE YOUR PROFESSIONAL EXPERIENCE 16 

A. I have over 20 years experience as an energy economist and analyst.  From 1992 to 1999 17 

I was employed as an economic consultant by London Economics, a UK-based 18 

economics consulting firm.  I set up the American office and subsidiary of that firm in 19 

1996 and ran it until the sale of the firm in 1999.  I was then a co-founder of Frontier 20 

Economics, an economics consulting group with offices in London, Melbourne 21 

(Australia) and Cambridge, Massachusetts.  In 2003 I joined Tabors Caramanis and 22 

Associates as a Director and was later a Vice President at Charles River Associates 23 

(CRA) from 2004 to 2008.  From about 2006 to 2008 I was co-head of the Energy and 24 
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Environment practice at CRA, focusing on the power and natural gas markets and 1 

especially on investment, trading and commercial advisory work.  I have provided expert 2 

testimony in proceedings before the Commission, state and provincial regulatory 3 

agencies and in U.S. and international arbitration proceedings. 4 

 5 

In 2008 I left CRA to join Tudor Investment Corporation, a major alternative investment 6 

firm, as a natural gas and power analyst in their energy and commodities group.  At 7 

Tudor, I was responsible for analysis of U.S. natural gas and power markets for the 8 

group.  I developed short term models of gas demand, supply, storage and pricing to 9 

support trading activities and advised on position risks and opportunities. 10 

 11 

I am currently an independent consultant on energy market economics and investment 12 

analysis, working with Greylock McKinnon on this matter.  My resume is attached as 13 

Exhibit B to this testimony. 14 

Q. PLEASE DESCRIBE YOUR ACADEMIC AND TEACHING ACTIVITIES IN 15 

THE ENERGY FIELD 16 

A. In addition to my consulting work, I am an adjunct lecturer at the A.B. Freeman School 17 

of Business at Tulane University, and a research associate of the Tulane Energy Institute.  18 

At Tulane I have co-taught a class in energy portfolio management and conducted 19 

research on the US power and natural gas industry and markets.  I have co-authored 20 

academic articles in Energy Economics, Energy Policy and other publications and I am 21 

the co-author of a chapter in a forthcoming book on financial transmission rights markets. 22 
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II. PURPOSE OF THE TESTIMONY 1 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 2 

A. Our testimony presents a rebuttal to the argument of ISO New England, Inc. (ISO-NE) 3 

and the testimony of Peter T. Brandien and Richard Levitan that the ISO-NE proposed 4 

resetting of the electric trading day to require that Day Ahead (DA) offers be submitted 5 

by 9:00 A.M. of the prior day is in the best interests of New England consumers. Our 6 

testimony provides empirical evidence showing that requiring DA offers to be submitted 7 

at 10:00 A.M. of the prior day allows for greater natural gas price discovery.  We explain 8 

that the ISO-NE proposal for a 9:00 A.M. deadline for Day Ahead (DA) energy offers 9 

would increase DA prices as generators add a risk premium to their offers.  It appears to 10 

us that ISO-NE has not taken this increased cost into account, believing that the market 11 

would adjust to an earlier offer deadline.  For reasons we explain, we disagree with ISO-12 

NE that these added costs will be transitory.  We also rebut the claim that David Patton’s 13 

2011 New York State of the Markets Report supports the argument of ISO-NE. 14 

Q. DOES YOUR TESTIMONY RELY UPON FACTS PROVIDED BY OTHERS? 15 

A. Yes.  We rely on the prior testimony of Mr. Leslie Dedrickson and Mr. Gordon Barr and 16 

the affidavit of Mr. James Ginnetti on behalf of NEPOOL which set forth the following 17 

two important facts: 18 

• Natural gas fired generators that offer into the DA market of ISO-NE require 19 

approximately one half hour of model analysis time after arriving at a prediction 20 

of next day gas prices in order to calculate their offers for the following day.   21 
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• Natural gas fired generators that offer into the DA market of ISO-NE, after they 1 

have identified their offers, generally require another approximately one half hour 2 

to verify and to enter and to confirm those offers to ISO-NE. 3 

Q. CAN YOU SUMMARIZE YOUR FINDINGS? 4 

A. Yes.  Our findings are based on our knowledge of both the electricity market structure in 5 

New England and on the natural gas markets in North America.  In addition, our findings 6 

are based on our analysis of next day natural gas trades that took place on the 7 

IntercontinentalExchange, Inc. (ICE) from January 4, 2010 through January 2, 2013 for 8 

trading next day gas each trading day prior to the 12:30 P.M. ICE deadline. 9 

 10 

From that information, we reach the following findings: 11 

• Transactions in the next day natural gas market on ICE are very heavily 12 

concentrated from 8:30 A.M. to 10:30 A.M. Eastern Time (7:30 A.M. to 9:30 13 

A.M. Central Time) with no trades before 7:30 A.M.; roughly 3% of all trades are 14 

before 8:30 A.M.; 93% are between 8:30 A.M. and 10:30 A.M. and 3% of the 15 

trades occur after 10:30 A.M. 16 

• Given today’s 12:00 P.M. close of offers, generators are able to base their DA 17 

offers upon the full next day natural gas market information, i.e. the generator 18 

offers and the natural gas market are both for the following day.  Generators’ 19 

offers into the DA power market can thus be based on very up-to-date gas prices 20 

which more closely match the operations of the DA electricity market.  For 21 

Tuesday through Friday delivery days, this means that the next day gas data 22 

corresponds to the maximum extent possible to the time frame for which the 23 
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generator offers are submitted (recognizing as we do that the electric day runs 1 

from midnight to midnight and the gas day runs from 10:00 A.M. to the following 2 

10:00 A.M.).  On Friday, natural gas generators have full next day natural gas 3 

market information that then is used as a basis for their weekend offers covering 4 

the electric market offers not only for Saturday, but also Sunday and Monday.  5 

• With a shift from 12:00 P.M. to 9:00 A.M. closing of the DA market offers under 6 

ISO-NE’s proposal, virtually all of the gas price discovery that formerly was 7 

learned from the next day natural gas market would now be lost.  Because of the 8 

time needed to formulate and enter DA offers, under the 9:00 A.M. offer deadline 9 

in the ISO-NE proposal, only information available on natural gas market 10 

transactions before 8:00 A.M. could be used.  During the three year period of data 11 

that we examined, there were only three transactions earlier than 8:00 A.M. and 12 

all of those were after 7:55 A.M.   13 

• A 9:00 A.M. offer deadline would further reduce natural gas price discovery for 14 

the weekend time period.  Whereas the current structure allows Saturday, Sunday 15 

and Monday offers to be based on the Friday next day gas market, a 9:00 A.M. 16 

close would require that Saturday offers be based on Thursday’s next day gas 17 

market; and that Sunday and Monday and now, critically, Tuesday be based on 18 

Friday’s next day gas market.  This effectively means that offers to the power 19 

market all would be based on at least one day old gas market information on bid 20 

day Tuesday, Wednesday, Thursday, Friday and Saturday.  Sunday would be 21 

based on two day old information, Monday on three day old information, and 22 

Tuesday on four day old information. 23 
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• Closing the DA market at 10:00 A.M., as proposed by NEPOOL, would allow 1 

natural gas fired generators to base their offers on next day natural gas price 2 

information from bids, asks and transactions that occur before 9:00 A.M. for the 3 

next day.  While this is less transparency than is currently available for DA offers, 4 

at least there would be a limited number of transactions within that time block, 5 

and statistically these transactions provide valuable information on the final 6 

average natural gas price for the day for which DA offers apply. 7 

• Statistically, the price information from the prior day are far less correlated with 8 

the final average natural gas price for the day on which DA offers apply than are 9 

data from early trading on the same day.  10 

• Theoretically and practically there would be a cost – a risk premium – that 11 

generators must place on their offers based upon their uncertainty in the actual gas 12 

price relative to their knowledge of the gas market at the time that they must make 13 

their offers.  This uncertainty increases, and with it the magnitude of any risk 14 

premium, with increased time between knowledge of actual market prices and the 15 

time at which those prices must be used to form offers for the DA market. 16 

• We estimate that there would be risk premiums of at least 1-2% that would be 17 

added to the price of gas incorporated into the DA market offers by natural gas 18 

fired generators resulting from 9:00 A.M. DA offer deadline as opposed to a 19 

10:00 A.M. deadline.  Given the size of the New England market and the fact that 20 

natural gas is generally the fuel that sets the locational marginal price (LMP), we 21 

estimate that the gross impact upon the wholesale market would be increased 22 
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wholesale energy costs in New England of approximately $36 to $86 million 1 

annually or more. 2 

III. HISTORY OF DAY AHEAD NATURAL GAS TRANSACTIONS 3 

Q. WHAT EVIDENCE/INFORMATION DO YOU HAVE REGARDING THE 4 

HISTORY OF DAY AHEAD NATURAL GAS TRANSACTIONS? 5 

A. We reviewed three years of hourly fixed price transaction data for trades that occurred at 6 

the Algonquin Citygate (“Algonquin”) which is largely recognized as the liquid trading 7 

post for New England gas trades.  These data are from trades on the ICE from January 4, 8 

2010 through January 2, 2013.  These data cover all trades that took place on ICE in the 9 

Next Day natural gas market at Algonquin.  Except for two trades during the three year 10 

period that took place five minutes before 8:00 A.M., all of these trades took place 11 

between 8:00 A.M. and 12:30 P.M. Monday through Friday.  We also reviewed ICE next 12 

day Transco Zone 6 New York transactions for 2012 that allowed us to compare 13 

transactions at that trading hub with those at Algonquin.  We noted, as is discussed later, 14 

that the trading patterns for 2012 at both hubs were nearly identical. 15 

Q. WHY DID YOU DEPEND UPON ICE DATA FOR YOUR ANALYSIS? 16 

A. The data available from ICE reflects the most transparent market for next day natural gas 17 

delivered in New England.  In addition, the ICE data are, to our knowledge, the only data 18 

available with detail transaction time stamps, allowing us to see when transactions 19 

actually occurred.   20 

Q. WAS THERE OTHER NATURAL GAS MARKET DATA AVAILABLE TO YOU 21 

FOR COMPARISON? 22 

A. Other than as stated, we had no other data on timing of transactions.  However, in order 23 

to assess whether experience with next-day gas trading on ICE is similar to other 24 
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exchanges, we reviewed and compared daily trading information from both ICE and 1 

Platts for Algonquin for the period of February 1 to February 19, 2013.  Comparing the 2 

two, on some days there were difference of a few percentage points. 3 

Q. WHAT DO YOU CONCLUDE FROM THAT COMPARISON?  4 

A. We conclude that the three years of ICE data that we have reviewed is broadly 5 

representative of the next day natural gas market at Algonquin. 6 

Q. IS ALL NATURAL GAS PURCHASED BY NATURAL GAS GENERATORS 7 

PURCHASED IN THE NEXT DAY NATUAL GAS MARKET? 8 

A. No, natural gas generators may purchase gas through a variety of contract mechanisms 9 

and market structures, only one of which is the next day natural gas market at a trading 10 

point like Algonquin.  However, for gas purchased earlier, the "spot" nature of the next 11 

day trading market helps define the opportunity cost of using gas for power generation 12 

over other uses - such as heating homes.  Economically, the next day market at a liquid 13 

hub such as Algonquin will define the immediate price of gas.  There are also intra-day 14 

markets for gas in New England (and other regions), but these are less liquid and 15 

transparent.  16 

Q. HOW DID YOU EVALUATE THE ICE DATA THAT YOU RECEIVED? 17 

A. We divided the data set into those days in which the day ahead market for natural gas fed 18 

directly into only the next day’s electric prices (Monday through Friday), separated from 19 

the next day market for Friday, which is used for the weekend and market days 20 

immediately preceding holidays. 21 

Q. WHY DID YOU MAKE THIS SEPARATION? 22 

A. Currently, natural gas price data for Monday through Thursday is applied to the next 23 

day’s day ahead electric market, so Monday’s next day gas market becomes the price of 24 
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natural gas for generators’ offers into the Tuesday electrical DA market.  By contrast, the 1 

Friday natural gas next day market covers the information that a generator will use to 2 

place its day ahead offers for the period of Saturday through the following Monday.  This 3 

same multi-day offer process is used for holidays.  As an example, in 2012 the 4
th
 of July 4 

fell on a Wednesday and as a result the natural gas market on Tuesday, the 3
rd

 of July was 5 

the last information that electric generators had upon which to make their offers for both 6 

the 4
th
 and 5

th
 of July. 7 

Q. ARE THERE DISCERNABLE PATTERNS TO THE TIMING OF 8 

TRANSACTIONS AND THE PRICES OF THOSE TRANSACTIONS? 9 

A. Yes, there are multiple distinct and repetitive patterns that emerge.  10 

The first of these is that the vast majority (87%) of the trades take place between 8:30 11 

A.M. and 10:00 A.M. of every day.  There are occasional trades before 8:30 A.M. (3%), 12 

and virtually no trades before 8:00 A.M.  Figure 1 shows the half hourly trading pattern at 13 

Algonquin for the three years of ICE data that we reviewed.  14 

 15 

FIGURE 1: Percentage of Transactions by Half Hourly Block January 16 

2010 to January 2013  17 
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 1 

The second point is that the average price between 8:00 A.M. and 9:00 A.M. is highly 2 

correlated with the average price between 9:00 A.M. and 10:00 A.M..  The importance of 3 

this fact will become clear later in our testimony. 4 

Q. HAVE YOU COMPARED THE AVERAGE LOAD-WEIGHTED NATURAL GAS 5 

PRICE FOR TRANSACTIONS THAT OCCURRED THROUGH THE NEXT 6 

DAY MARKET? 7 

A. Yes, Figure 2 shows the volume weighted average price on a monthly basis for the three 8 

years that we reviewed. 9 

 10 

FIGURE 2: Monthly Average of Weighted Average Next Day Natual 11 

Gas Price From 8:00 A.M. to 9:00 A.M. and from 9:00 12 

A.M. to 10:00 A.M. in $/MMBtu 13 

 14 
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Q. WHAT IS THE SIGNIFICANCE OF THE RANGE OF NATURAL GAS PRICE 1 

TRANSACTIONS? 2 

A. As Figure 2 indicates, the price of natural gas in the ICE transactions from 8:00 A.M. to 3 

9:00 A.M. tracks closely the price of natural gas in the 9:00 A.M. to 10:00 A.M. time 4 

block.  While this is still true during times of constraint on the system when gas prices are 5 

higher, the spread between the two blocks tends to be wider. 6 

Q. HOW CLOSELY DO THE PRICES FORM 8:00 A.M. TO 9:00 A.M. 7 

CORRELATE WITH THOSE FROM 9:00 A.M. TO 10:00 A.M.? 8 

A. The prices for these two time blocks are highly correlated as is shown graphically in 9 

Figure 3.  Undertaking a simple statistical analysis that focuses on the question of how 10 

good a predictor the 8:00 A.M. to 9:00 A.M. price is of the price from 9:00 A.M. to 10:00 11 

A.M., a simple visual inspection of Figure 3 indicates that the prices form a nearly 12 

straight line and only show a modest spread when the pipelines are constrained, i.e., when 13 

prices have been above $10/MMBtu.  As also shown on Figure 3, the coefficient of 14 

determination (R
2
) is 0.98, an excellent fit. 15 

 16 
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FIGURE 3: Average Next Day Natural Gas Price 8:00 A.M. to 9:00 1 

A.M. v. Average Next Day Natural Gas Price 9:00 A.M. to 2 

10:00 A.M.  3 

 4 

Q. WHAT IS THE SIGNIFICANCE OF THIS CORRELATION BETWEEN THE 5 

8:00 A.M. TO 9:00 A.M. PRICES AND THE 9:00 A.M. TO 10:00 A.M. PRICES? 6 

A. The importance of the relationship between the prices in these two time blocks is that if 7 

one is able to observe the prices in the next day gas market between 8:00 A.M. and 9:00 8 

A.M. (29% of the total), they will have a much higher confidence in their forecast of the 9 

average market price for all next day gas transactions that occur on that day.  10 

Q. WHAT IS THE IMPORTANCE OF THIS FACT? 11 

A. The importance of this fact lies in the structure of offers for the DA market.  Knowing 12 

what has transacted between 8:00 A.M. and 9:00 A.M. provides a generator making an 13 

offer with a very good forecast of what the final average of the next day gas price will be.  14 

Q. WHY DO YOU BELIEVE THIS IS OF PARTICULAR IMPORTANCE FOR THE 15 

DECISION AT ISSUE HERE? 16 

A. If generators can use prices in the market from 8:00 A.M. to 9:00 A.M. in formulating 17 

their offers, they will have a very good idea of out-turn gas prices on the day.  This then 18 

minimizes the financial risk associated with making an offer before they have results 19 

from a liquid market incorporating the latest information on weather, demand, pipeline 20 

constraints and other factors.  They therefore have a reduced risk of making an offer 21 

before information about the price of next day gas is available and then discovering that 22 

gas is more expensive than expected. 23 
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Q. HAVE YOU EVALUATED THE PRICE INFORMATION THAT A NATURAL 1 

GAS GENERATOR PURCHASING FROM THE NEXT DAY NATURAL GAS 2 

MARKET WOULD HAVE IF THE ISO-NE PROPOSED TIME LINE IS 3 

IMPLEMENTED?  4 

A. Yes we have.  As discussed above, given the generators’ time requirements to calculate 5 

their offers and then to enter and verify those offers in the ISO-NE system, natural gas 6 

price information that would be used for their DA generator offers would largely have to 7 

come from the prior day’s gas market, or almost 24 hours ahead of the time for which 8 

their offers are made and nearly 40 hours before the day on which they are to provide the 9 

energy associated with those offers. 10 

Q. DID YOU UNDERTAKE AN ANALYSIS SIMILAR TO THAT SHOWN IN 11 

FIGURE 3 FOR THE RELATIONSHIP BETWEEN THE PRIOR DAY 12 

AVERAGE NEXT DAY GAS PRICE RELATIVE TO THE NEXT DAY GAS 13 

PRICE? 14 

A. Yes, Figure 4 presents graphically the relationship between the prior, next day average 15 

price and the next day average price, using the ICE data.  Even comparing Figures 3 and 16 

4 visually, one can see that the distribution of Figure 4 is significantly greater than that in 17 

Figure 3.  Statistically the R
2
 in Figure 3 is 0.98 and that in Figure 4 is 0.76. 18 
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 1 

FIGURE 4: Prior Day Next Day v. Next Day Average Natural Gas 2 

Prices. 3 

 4 

Q. DOES THE DATA IN FIGURE 4 SUGGEST THAT GAS PRICES FROM THE 5 

PRIOR DAY NEXT DAY MARKET PROVIDE LESS USEFUL INFORMATION 6 

TO GENERATORS MAKING OFFERS? 7 

A. Yes. A lot can change in a day, especially with regards to the New England weather, and 8 

Figure 4 illustrates that the relationship between the prior day next day prices and the 9 

current day prices is weak, especially on high demand days when prices in general are 10 

high and volatile.  11 
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Q. WHY IS THIS POINT CRITICAL IN DIFFERENTIATING THE NEPOOL 1 

PROPOSAL FROM THAT OF ISO-NE? 2 

A. Under the NEPOOL proposal DA offers would be due at 10:00 A.M.  Given the time 3 

requirements for preparing and submitting offers as explained by other witnesses, this 4 

would allow Algonquin price data from the 8:00 A.M. to 9:00 A.M. time period to be 5 

used in formulating DA offers.  Prices in this 8:00 A.M. to 9:00 A.M. window, when the 6 

Algonquin market on ICE becomes more liquid, closely track prices later in the 9:00 7 

A.M. to 10:00 A.M. time window, as they are based on near contemporaneous 8 

information as regards to weather and other factors.  Therefore, a 10:00 A.M. DA offer 9 

deadline under the NEPOOL proposal would not materially increase price risk relative to 10 

the current 12:00 P.M. offer deadline.  Under the 9 A.M. deadline proposed by ISO-NE, 11 

only gas price information before 8:00 A.M. could be used.  There are virtually no 12 

transactions on ICE for Algonquin before 8:00 A.M.  Under the ISO-NE proposal, 13 

however, that would be when generators would need to assess the gas market to 14 

formulate their offers.  In the absence of actual gas market information for next day gas, 15 

generators would be forced largely to rely on gas price information on the prior day in 16 

formulating their offers.  As the spread in Figure 4 shows, this would lead to far greater 17 

uncertainty about natural gas prices in developing offers. 18 

Q. DO YOU IMPLY THAT GENERATORS THAT CAN CURRENTLY USE NEXT 19 

DAY PRICE INFOMATION WOULD BE LEFT ONLY WITH THE PRIOR 20 

DAY'S PRICE TO FORECAST GAS PRICES TO CREATE THEIR OFFERS?  21 

A. No, it is certainly not our understanding that generators use only next day natural gas 22 

price information in preparing their offers into the DA market.  The next day gas prices 23 

traded on ICE and in other markets are a major input, however.  However, under the ISO-24 

NE proposal, generators would be forced to rely more heavily on forecasts of weather 25 
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and pipeline availability as well as historical data in order to predict future prices.  This 1 

prediction necessarily would be less accurate than offers that use data from a live, 2 

transparent and liquid market providing market-determined prices in preparing their 3 

offers. 4 

Q. MR. ADAMSON, DO YOU HAVE RELEVANT PRACTICAL INSIGHT ON 5 

WEATHER FORECASTS AND HOW THIS CAN AFFECT NEXT DAY PRICES? 6 

A. Yes. In my previous role, I was a natural gas analyst for a trading group and I spent a 7 

great deal of time building short-term models of regional and local natural gas demand. 8 

The nature of these models helps explain the issue here.  In the short-run, demand for 9 

natural gas is significantly a function of temperature, especially in the heating season in 10 

New England. In winter, heating demand is strongly related to "heating degree-days" 11 

(HDDs), which are often defined as the difference between the temperature and 65 12 

degrees Fahrenheit.  Changes in temperature have a large impact on HDD and hence on 13 

gas demand. In summer, gas demand effects are generally related to electric power 14 

demand for cooling, and hence "cooling degree-days". 15 

 16 

The short-term natural gas market, as one might expect, is an insatiable consumer of 17 

current and forecast weather data, and many specialized data services exist to fit this 18 

need.  The gas market quickly incorporates new information on weather (and other 19 

factors such as supply issues).  At root, much of the detailed weather forecast information 20 

comes from large quantitative modeling systems maintained by government agencies 21 

such as the U.S. National Weather Service and the European Centre for Medium-Range 22 

Weather Forecasting.  The results of these models (and there are various types of 23 

models), generally comes out in cycles, with a new set of forecasts every six hours or so.  24 
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Analysts can in some cases use these model results directly, or many use commercial 1 

services which aggregate this information and release it every morning and later in the 2 

day. Weather forecasts get priced into the market quickly, so the market often responds 3 

sharply when forecasts change. Forecasts are more reliable closer to the prediction hour, 4 

so a forecast for Wednesday's temperature on Monday will not be as accurate as one 5 

made on Tuesday. By moving the offer deadline, the ISO-NE proposal is effectively 6 

requiring generators to construct offers based on gas market prices incorporating out-of-7 

date forecasts from the day before, which have less predictive power. 8 

Q. IS THERE ANY QUESTION IN YOUR MINDS THAT THE SHIFT TO A 9:00  9 

A.M. OFFER DEADLINE WOULD INCREASE GAS PRICE RISKS FOR 10 

GENERATORS? 11 

A. No. If gas-fired generators need to rely on less current information on next day gas 12 

market conditions, there is no question that they increase their risks of making offers into 13 

the day ahead power market that would result in financial losses if the actual purchase 14 

price of the gas to fulfill their DA commitment is more expensive than reflected in their 15 

offers.  16 

Q. HOW WILL THIS INCREASE IN UNCERTAINTY AFFECT THE OFFERS OF 17 

NATURAL GAS FIRED GENERATORS IN THE DAY AHEAD MARKET? 18 

A. Given the increase in the level of price uncertainty between the next day (offer day) and 19 

prior day natural gas prices, individuals responsible for developing the offers for the DA 20 

market, if behaving in an economically rational way, would need to add a risk premium 21 

to cover the now increased possibility that their offer into the DA market would be based 22 

on a value for natural gas that is too low. 23 

Q. HOW WOULD SOMEONE RESPONSIBLE FOR CALCULATING AN OFFER 24 

FOR THE DAY AHEAD POWER MARKET ARRIVE AT THE LEVEL OF RISK 25 

PREMIUM TO BE APPLIED IN THEIR OFFER? 26 
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A. There are a number of factors that would be incorporated into development of the risk 1 

premium.  Certainly the initial point of departure would be a statistical analysis of 2 

historical data that related the prior day next day gas prices to the prices that were seen in 3 

the next day gas market.  This would be a similar analysis to that discussed earlier and 4 

shown in Figure 4.  The next step would be to look at the impact that these day-to-day 5 

changes in prices could have on the daily profits and losses of the generator and the 6 

magnitude of these risks.  One would then need to consider how this risk might be 7 

managed or priced in a way that reflects the physical dynamics of the New England 8 

market.  There is no direct and obvious way in the New England market to hedge inter-9 

day the risks associated with the ISO-NE proposal.  To develop a risk premium would 10 

therefore require the use of market data to calculate a risk premium that the market would 11 

charge to absorb this risk from observable market data. 12 

Q. ISN’T IT THE CASE THAT, ON AVERAGE, THE GAS PRICE WILL 13 

EFFECTIVELY BE ABOVE THE FORECAST VALUE HALF OF THE TIME 14 

AND BELOW IT HALF OF THE TIME SO THAT THE GAS GENERATORS 15 

WILL COME OUT EVEN IN THE LONG RUN? 16 

A. Yes, that may be true, even if forecasts are unbiased, however, there are still risks over 17 

time that someone in the market must be paid to take.  In this situation, the generator 18 

currently has minimal price-related risk associated with making offers and that risk would 19 

be much larger under the ISO-NE proposal.  A reasonable question to ask is how would 20 

the market reflect these risk prices as there would be economic costs which generators 21 

would face in buying gas under the ISO-NE proposal which could be reflected in offers 22 

into the ISO-NE market.  23 

Q. IS THERE A SINGLE ANSWER TO THIS CALCULATION? 24 
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A. No.  There is no single answer as this risk is not currently priced in the market and there 1 

is no risk instrument available in the market which specifically hedges this peculiar risk.  2 

However, it is possible to bracket the risk premium reasonably using actual market data 3 

and an economic model which represents the key elements of the risks involved. 4 

Q. WOULD THIS RISK PREMIUM BE SIGNIFICANT? 5 

A. Yes.  It is likely that it would be especially significant on days when demands (for power 6 

and gas) are high, and congestion on gas pipelines into New England makes next day gas 7 

prices very volatile.  On such days, as shown in Figure 4, next day gas prices can move 8 

very substantially between days.  In this case, the risk of relying on gas prices from the 9 

prior day market is high.   10 

Q. HAVE YOU ESTIMATED THE RISK PREMIUM USING ACTUAL GAS 11 

MARKET DATA? 12 

A. Yes.  The details of our methodology for pricing this risk are covered in Exhibit C to our 13 

testimony.  Our model is a simple one, but reflects the basic structure of the problem.  We 14 

used historical data on Algonquin next day gas prices to analyze the historical volatility 15 

in day-to-day prices.  We then use this historical volatility data to calculate –using a 16 

standard option model – the price of a one-day call option that would cover the risks.  In 17 

essence, the call option would cover the risks that prices would rise from their prior day 18 

levels that the generator reflected in its offers into the DA market.  There would also be 19 

transaction costs (such as a bid-ask spread on the option) associated with purchasing such 20 

an option to hedge the risks.  The magnitude of these costs forms a basis for estimating 21 

the net market price of the gas purchase price risk. 22 

Q. WHY NOT USE THE OPTION PRICE DIRECTLY AS THE RISK PREMIUM? 23 
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A. Using the full option price directly as the risk premium could overstate the risks the 1 

generator would face.  For example, assume that the generator added the full risk 2 

premium into its DA offer and, due to the structure of that market, it was always able to 3 

recover the full premium.  It would be protected from the risk that actual next day prices 4 

were higher than reflected in its DA offer, but would make money in those times when 5 

the actual price was lower.  We wanted to eliminate in our calculation this possibility, 6 

and under the idealized payoff structure of an option, the amount paid for the option (the 7 

daily “option fee”) would offset the amount that the generator could make.  These may 8 

balance out.  What cannot balance out are the transaction costs (such as the bid-ask 9 

spreads) associated with such an option.  The generator would be left paying that cost 10 

unless this risk was reflected in power market prices. 11 

Q. IS THIS AN APPROACH THAT A GENERATOR WOULD USE IN 12 

ESTIMATING A RISK PREMIUM? 13 

A. As indicated, the option structure described briefly above, and in greater detail in Exhibit 14 

C, is a reasonable way of estimating a risk premium from available market data and is an 15 

approach we would recommend if in our consulting role.  It would not, however, be the 16 

only possible way for establishing an appropriate risk premium to include in offers. 17 

Q. USING THE OPTION MODEL OF A RISK PREMIUM, WHAT VALUES DO 18 

YOU CALCULATE?  19 

A. Using the method we have described, we calculated that the risk premium would be 20 

between 1% and 2%. To make those calculations, we necessarily made simplifying 21 

assumptions, but we consider those assumptions to be reasonable and likely to 22 

underestimate the risk premium. 23 



23 
 

Q. BASED UPON YOUR CALCULATIONS, COULD YOU ESTIMATE THE 1 

ANNUAL DOLLAR IMPACT OF THE RISK PREMIUM ON THE NEW 2 

ENGLAND ELECTRICITY MARKET? 3 

A. Yes.  To make such an estimate on a simplified basis, we looked at the relationship 4 

between the prices of energy and natural gas.  Historic data shows that those prices are 5 

linked, especially in peak periods.  Given the recent relationship between the gas and 6 

electricity markets in New England, a risk premium between 1% and 2% on natural gas 7 

next day prices would translate into additional costs to the New England Market of 8 

between $36 to $86 million dollars annually.  9 

Q. DO YOU BELIEVE THAT SUCH VALUES ARE MATERIAL WITH RESPECT 10 

TO THE NEW ENGLAND MARKET? 11 

A. Yes. Any risk premium will increase daily electricity prices that will translate into 12 

increased costs to consumers in New England.  Even risk premiums much smaller than 13 

we have calculated would raise prices in ways that should be considered.  We believe 14 

increased energy costs could be even higher than this calculated amount when one 15 

considers, for example, the increasing volatility as demand increases and the fact that we 16 

have priced only one-day options, ignoring that the ISO-NE proposal implies the need for 17 

a four-day option every weekend. 18 

Q. DO YOU BELIEVE THAT THE GAS MARKET TRADING AT ALGONQUIN 19 

WILL SHIFT TO MEET AN EARLIER DAY AHEAD OFFER DEADLINE FOR 20 

NEW ENGLAND NATURAL GAS FIRED GENERATORS? 21 

A. In our opinion there is no basis upon which to assume that next day natural gas trading at 22 

Algonquin would shift to accommodate an early offer deadline by generators.  New 23 

England generator natural gas demand represents a very small proportion of the US 24 

natural gas market.  New England gas consumption accounts for only 5.8% of US natural 25 

gas demand in the electric power sector and only 1.8% of total US natural gas demand.  26 



24 
 

New England is essentially at the end of the pipeline for all the major producing regions 1 

in the country.  As a result, prices in New England depend not only of the price of gas at 2 

the most liquid trading points near its production, but depends also on congestion and 3 

capacity constraints based on demand (e.g., weather) and supply conditions at other 4 

points in the natural gas supply system that may be a considerable distance from New 5 

England.  Trading and pricing and timing at Algonquin are therefore intimately linked to 6 

conditions and trading elsewhere in the US natural gas market, and we see no basis for 7 

concluding that trading times and practices across a broad range of regions and firms will 8 

shift to accommodate the relatively small demand from New England generators.  9 

Q. MR. LEVITAN CITES THE 2011 STATE OF THE MARKET REPORT FOR 10 

THE NEW YORK ISO MARKETS PREPARED BY POTOMAC ECONOMICS 11 

DATED APRIL 2012 AS PROOF THAT AN EARLIER DA OFFER DEADLINE 12 

WILL NOT HARM THE MARKETS.  DO YOU AGREE? 13 

A. No.  Dr. Patton stated that the day ahead market is functioning efficiently because there is 14 

price convergence between the day ahead and the real time markets.  Any price premium 15 

from uncertainty in prices in the next day natural gas markets in New York will be 16 

incorporated into the offer prices into the DA electric market in the same manner as we 17 

have discussed.  This price premium will carry through the DA market and into the real 18 

time market.  For this reason the two markets will, as Dr. Patton has stated, converge.  19 

They will converge around electricity prices that have any natural gas price risk premium 20 

incorporated in them. 21 

Q. IS THERE EVIDENCE THAT DR. PATTON UNDERSTANDS THAT THERE 22 

ARE ADDED COSTS TO THE NEW YORK MARKET CAUSED BY 23 

UNCERTAINTIES IN THE NATURAL GAS MARKET? 24 

A. Yes.  The New York State of the Market Report for 2010 includes a footnote 16 that 25 

states in part “[a]nother factor that leads to inaccurate revenue estimates is that fuel 26 
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expenses in the analysis are based on day-ahead natural gas price indices, although some 1 

generators may incur higher costs to obtain natural gas.  Combustion turbines frequently 2 

purchase natural gas in the intraday market, which generally trades at a slight premium.  3 

Combined-cycle units may also incur additional fuel charges when the amount of fuel 4 

they burn in real time differs from the amount of fuel they nominate day-ahead.”   5 

Q. MR LEVITAN HAS STATED THAT THE MARKET WILL ADJUST TO THE 6 

TIMING OF THE NEW ENGLAND MARKET.  THE NEW YORK MARKET 7 

CLOSES EARLIER THAN THAT IN NEW ENGLAND.  IS THERE EVIDENCE 8 

THAT THE TIMING OF GAS MARKET TRADES REFLECTS ANY 9 

DIFFERENCE BETWEEN THE NEW ENGLAND AND NEW YORK MARKETS 10 

IN LIGHT OF THEIR VERY DIFFERENT DEADLINES FOR DA OFFERS? 11 

A. No.  We have compared the trading patterns of transactions at Algonquin Citygate and 12 

Transco Zone 6 New York.  The majority of trading at both hubs takes place between 13 

8:30 A.M. and 10:30 A.M.  There are an inconsequential number of trades that take place 14 

before 8:00 A.M. in either market.  The timing of transactions at Transco Zone 6 and 15 

Algonquin are highly similar even though the early New York market closing has been in 16 

effect for more than a year.  As we discussed above in our testimony, the timing of 17 

natural gas transactions is driven by market forces that are much broader than the forces 18 

on generators in New England.  19 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 20 

A. Yes it does. 21 
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Richard D. Tabors, Ph.D. is an economist and scientist with 35 years of domestic and international 

experience in energy planning and pricing, international development, and water and wastewater 

systems planning.  He is currently President and Principal of Across the Charles an energy, water 

and wastewater consulting group in Cambridge, Senior Consultant at Greylock McKinnon of 

Cambridge and an Affiliate of the MIT Energy Initiative. Prior to forming Across the Charles Dr. 

Tabors was Vice President of Charles River Associates. 

From 1976 until 2006 Dr. Tabors held a variety of position at Massachusetts Institute of Technology 

culminating in the title of Senior Research Engineer and Senior Lecturer.  These positions involved 

research development and supervision as well as academic teaching and included being Assistant 

Director of the power systems engineering laboratory (LEES) and associated director of the 

Technology and Policy master’s program.   Prior to MIT Dr. Tabors was Assistant Professor of City 

and Regional Planning and a member of the teaching faculty of the College of Arts & Sciences at 

Harvard University.  At present he is a visiting professor of Electrical Engineering at the University 

of Strathclyde, Glasgow, Scotland.  

Dr. Tabors was a member of the team at MIT that developed the theory of spot pricing (Spot Pricing 

of Electricity Kluwer Academic, 1989) upon which real-time pricing (RTP) and locational marginal 

pricing (LMP) of electricity and transmissions services are based.  While still at MIT Dr. Tabors and 

coauthors Michael Caramanis & Roger Bohn formed Tabors Caramanis & Associates (1988) that 

was sold to Charles River Associates in 2004. 

Dr. Tabors provides expert assistance and testimony in regulatory and arbitration cases in the 

energy sector at the Federal, State and Provincial levels in North America and provides technical 

assistance in electricity markets and market development worldwide.  His strength both in academia 

and in private practice is in the development and management of effective, client and problem 

focused teams that bring intellectual originality and rigor to the challenges of energy markets. 
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EXPERIENCE  

2012–Present President and Principal Across the Charles, an Energy and Environmental 

Consulting Group, Cambridge, MA and Senior Consultant, Greylock McKinnon 

Associates 

2004–2012 Vice President, Charles River Associates 

• Co-director of Energy & Environment practice area. 

2004–Present Visiting Professor of Electrical Engineering, University of Strathclyde,  

Glasgow, Scotland 

1986–2006 Senior Lecturer, Technology and Policy Program, Massachusetts Institute of 

Technology (MIT) 

1988–2004 Founder and Principal, Tabors Caramanis & Associates, Inc. 

1989–1998 Lecturer, Department of Electrical Engineering and Computer Science, MIT 

• “Introduction to Power Systems Operations and Planning.” 

1992–1998 Senior Research Engineer, Laboratory for Electromagnetic and Electronic Systems, 

MIT 

1985–1998 Assistant Director, Laboratory for Electromagnetic and Electronic Systems, MIT 

• Responsible for laboratory administration and research in power systems 

economics and planning, research on power systems monitoring and control, 

principal investigator on research program in performance based monitoring 

and control. 

1990–1993 Principal Research Associate, MIT 

• Co-Faculty “Planning for Water and Sewerage” and “Dealing with the Complete 

System,” MIT Summer Session. 

1984–1989 Co-Faculty “Power Systems Planning & Operation: Methodologies for Dealing with 

an Uncertain Future”, MIT Summer Session. 

1978-1988 Lecturer, Department of Urban Studies and Planning, MIT 

1973-1988 Principal, Meta Systems  
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• utilities group in power systems planning, pricing and systems analysis 

1985–1987 Faculty, Course 11.944, Department of Urban Studies and Planning (co-taught as 

KSG S115 with P. Rogers) “Energy Sector Planning in Developing Countries.” 

1971–1976 Research Associate and Member, Center for Population Studies,  

Harvard University 

• Research on resource and environmental planning in developing nations of 

South Asia and Africa. 

1978–1984 Program Manager, Utility Systems, MIT Energy Laboratory 

• Economic and systems research and development in electric and gas utility 

systems; including the integration of new generation systems (photovoltaics) 

into the grid. 

1979-1983 Project Manager and Principal Investigator, Electric Generation Expansion Analysis 

System (EGEAS) Project, under contract to EPRI, MIT Energy Laboratory. 

1977-1982 Project Manager and Principal Investigator, Photovoltaics Project, under contract to 

U. S. Department of Energy, MIT Energy Lab. 

1976-1977 Economist, Photovoltaics Project, MIT Energy Laboratory and Lincoln Laboratory. 

1976-1977 Energy Economist, New England Energy Management Information Systems 

(NEEMIS), Energy Laboratory, MIT. 

1974-1976 Assistant Professor of City and Regional Planning, Harvard University. 

1973-1976 Research Fellow, Environmental Systems Program, Division of Engineering and 

Applied Physics, Harvard University. 

1971–1977 Co-Faculty, with Professor R. Revelle, Natural Science 118, & 119, Human 

Population and Natural Resources, and Population & Environment and in Urban 

Setting, Harvard University. 

1973-1974 Lecturer on City and Regional Planning, Graduate School of Design, Harvard 

University. 

1971 Resident Representative, Harvard University, East Pakistan (Bangladesh) Land, 

Water and Power System Study, Dacca, East Pakistan. 

1970 Graduate Administrative and Teaching Assistant to A. K. Campbell, Dean, Maxwell 

Graduate School of Citizenship and Public Affairs, Syracuse University. 

1969–1970 Syracuse University Intern, Economic Division, USAID Pakistan. 
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• Informal advisor on Regional Economic Planning to the Urban Development 

Directorate, Planning Department, Government of East Pakistan (Bangladesh). 

CONSULTING EXPERIENCE 

• For the City of New York provided technical and analytic support in the evaluation of the 

possible closing of the Indian Point Nuclear Generating Station including analysis of the impact 

of the Fukushima Nuclear accident (2011) 

• Provided technical and economic strategy and regulatory assistance to off-shore wind 

developer  (2009 – Present) 

• In cooperation with Merrill Energy, provide expert advice on implementation of legislation to 

recover capital cost of transmission investment in Peru. (2010) 

• Direct and provide consulting advice to the Federal Electricity & Water Authority in the United 

Arab Emirates on corporate reorganization. (2007-2011) 

• Provide expert testimony to major US independent power producer in arbitration with steam 

host. (2007 – Present) 

• Direct and provide expert services and consulting advice to Electricite du Liban on revenue 

recovery through development of AMI systems. (2006 – Present) 

• Direct and provide consulting services to Electricite du Liban on restructuring of distribution 

services.  (2006 – Present) 

• Provide expert testimony in multiple contract disputes between bankrupt Independent Power 

Producer and power marketer.  (2004 – 2006) 

• Provide expert analytic assistance to Private Equity Fund on purchase of generation assets 

within the United States (2006- 2007). 

• Member, Board of Directors, NeuCo Corporation. 

• Direct and provide consulting services to Abu Dhabi Water and Electricity Authority on 

distribution system performance. (2003–2005) 

• Direct and provide expert testimony on the development of the MidWest Independent System 

Operator. (2002–Present) 

• Direct and provide expert testimony on long-term contract market in California. (2002–Present) 

• Direct and provide expert testimony in purchase, contracting and regulatory approval of 

Midwestern transmission system. (2002–2003) 
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• Direct and provide expert testimony in 9-billion dollar California Electric refund case (2001–

Present) 

• Direct and provide expert testimony and consulting to major U.S. market and generator in the 

redesign of the California electricity market. (2002–Present) 

• Member of the Blue Ribbon Task Force on design of electricity auctions of the California Power 

Exchange with Alfred Kahn, Peter Cramton and Robert Porter. (2000–2001) 

• Member, Board of Directors of Dynamic Knowledge Corporation, Glasgow, Scotland. (2001–

Present) 

• Consultant to more than 20 power development companies for evaluation of locational value of 

new generation and transmission. (1999–Present) 

• Consultant to and member of Technology Advisory Board, Excelergy Corporation, 

development of utility billing and system auction software. (1999–Present) 

• Consultant to a Midwest utility for development of transmission congestion pricing structure. 

(1999–2001) 

• Consultant to transmission asset development team of major U.S. corporation. (1999–2000) 

• Consultant to and member of advisory board of Altra Energy Systems, electronic trading 

software and platform development company for electronic trading of electricity. (1998–2001) 

• Consultant to major U.S. paper manufacturer for federal regulatory change required to 

interconnect a new co-generation facility. (1998–2000) 

• Consultant to major Midwest utility in the development of an independent transmission 

company and the required tariffs. (1998–2002) 

• Consultant with Enron Capital and Trade Resources on U.S. electricity restructuring with 

specific assignments in California, New York, Massachusetts and New England.  Includes 

testimony in California “Blue Book” en banc hearings and participation in California Competitive 

Power Market Working Group. (1994–2001) 

• Consultant to the Office of the Attorney General, Commonwealth of Massachusetts for Electric 

Utility Industry Restructuring. (1995–1998)   

• Consultant with Sithe Energy on electricity pricing and electric industry restructuring. (1995–

1998)   

• Consultant with Independent Power Producers of New York (IPPNY) on restructuring of 

electric sector in New York. (1995–1998) 
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• Consultant to the Department of the Attorney General, State of Rhode Island and Providence 

Plantation for electric utility industry restructuring. (1996–1997) 

• Consultant to the New England Competitive Power Coalition providing support for development 

of a blueprint for restructuring the New England Power Pool. (1995–1997)   

• Consultant to ABB/Systems Control on transmission pricing and power systems operations. 

(1994–1997) 

• Consultant to a major western utility for the development of transmission pricing strategies. 

(1994–1996) 

• Development of real-time pricing strategies and rates for Oglethorpe Power Company, Atlanta, 

GA. (1995–1996)   

• Consultant on the background to electric industry restructuring to Central Vermont Public 

Service. (1995) 

• Development of real-time pricing rate response experiments for NYSERDA, EPRI and 

ESSERCo in ConEd and NYSEG service territories: Response to real-time pricing. (1989–

1994) 

• Development of marginal, cost-based, transmission system pricing system for the National 

Grid Company (NGC) of the United Kingdom. (1991–1993) 

• Development of real-time rate structure and evaluation of customer impacts for Central Maine 

Power Company. (1990–1991) 

• Development of purchase and transmission strategy for major U.S. independent power 

producer. (1990) 

• Conservation and load management analysis and testimony for Boston Gas Company. (1987–

1988) 

• Development of Electric Power Systems Consulting Group, Meta Systems Inc. (1985–1988) 

• Variable energy cost/spot pricing studies under contract to Integrated Communications 

Systems of Atlanta.  Utilities included Mid-South and Pacific Gas and Electric, Southern 

California Edison, Central and South West. (1984-1987) 

• Metcalf & Eddy Engineering, analysis of economic benefits of cogeneration/district heating for 

Columbia Point housing, Boston Redevelopment Authority. (1984–1985) 

• Value of reliability study for Public Service of New Mexico. (1984)   

• With East-West Center, Honolulu, Hawaii, study of electric futures of northeast Asia, Japan, 

Korea and Taiwan. (1983–1984) 
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• Independent variable energy cost spot pricing studies for Georgia Power, Florida Power and 

Light, Florida Power Corp., Tampa Electric and Gulf Power. (1983–1984)   

• Petroleum pricing study, Philippines for IBRD. (1983–1984) 

• Lignite pricing for electric power generation, Thailand.  For IBRD (1982–1983) 

• Independent, review of electric power futures for combustion engineering. (1982) 

• Consultant, Microwave Associates, Inc., on electric load management and control. (1980-1981) 

• Urban energy impact statement for HUD. (1979–1980) 

• Consultant, Urban Systems Research and Engineering.  Projects included:  Analysis of Boston 

wastewater management plan for C.E.Q.; definition of 'modal' urban areas for environmental 

impact analysis using the EPA developed SPACE/SEAS model; Interceptor project to evaluate 

the impact of EPA interceptor grants program or land use patterns in suburban and rural areas 

of EPA Regions 2, 4, 6; Rural growth project analyzing regional development in 

non-metropolitan multi-county areas in the United States. (1971–1977) 

• Urban systems research and engineering analysis of Boston wastewater management plan for 

C.E.Q. (1977) 

• Bangladesh energy study for Asian Development Bank and UNDP. (1975–1976) 

• Urban systems research and engineering, definition of model urban areas for environmental 

impact analysis using the EPA developed SPACE/SEAS model. (1975–1976)  

• Land use and environmental quality modeling and case study analysis of land use impacts on 

water and air quality. Case studies focused on the Mill River basin in the New Haven SMSA. 

(1974–1975) 

• Member, Technical Advisory Panel for Educational Evaluation in Massachusetts, Office of the 

Commissioner in Education, Commonwealth of Massachusetts. (1973–1974) 

• Lake Chad polder development study of agricultural development with low-lift irrigation 

pumping in the area immediately surrounding Lake Chad. (1974)   

• Urban systems research and engineering, interceptor sewer project to evaluate the impact of 

EPA interceptor grants program on land use patterns in suburban and rural areas of EPA 

Regions, 2,4,6. (1974) 

• Decision-making and flood plain management in the Connecticut River valley, study for New 

England River Basin Commission. (1973) 
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FIELDS OF EXPERTISE 

• Energy economics / energy pricing 

• Power systems operations and planning 

• Asset valuation: Generation, Transmission and Generation 

• Water and wastewater management 

• Corporate strategic planning and analysis 

• Corporate reorganization and management 

PROFESSIONAL AFFILIATIONS 

• Institute of Electrical and Electronic Engineers 

• American Waterworks Association 

• International Association of Energy Economists 

• Energy Bar Association 

PUBLICATIONS 

Books, Book Chapters, and Monographs  

The Definition of Multifunctional Planning Regions:  A Case Study of East Pakistan.  A report to the 

East Pakistan Land, Power and Water Study, Harvard University Center for Population Studies, 

May 1971. 

“Preferences for Municipal Services of Citizens and Political Leaders:  Somerville, MA, 1971.”  With 

M.A. Vinovskis.  Population Policymaking in the American States:  Issues and Processes, D.C. 

Heath and Co., May 1974. 

The Syracuse Metropolitan Regions:  A Background for Paretian Environmental Analysis. 

Environmental Systems Program, Harvard University (ESP Monograph), September 1974. 

Population Policymaking in the American States:  Issues and Processes.  With Bergman, Elihu, 

D. Carter, R. Cook, and D. Weir.   D.C. Heath and Co., May 1974. 

“Framework for the  Analysis of State and  Local  Population  Policy.”  Population Policymaking in 

the American States: Issues and Processes, D.C. Heath and Co., May 1974. 
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Interceptor Sewers and Urban Sewers.  With Binkley, Collins, Kanter.  D.C. Heath and Co., October 

1975. 

Land Use and the Pipe: Planning for Sewerage.  With M. Shapiro and P.P. Rogers.  D.C. Heath and 

Co., November 1976. 

“Infrastructure Planning.”  In ASPO, Rural and Small Town Planning, The Old West Regional 

Commission, 1978. 

“Utility Services.”  In So, Stollman, Beal, and Arnold, eds., The Practice of Local Government 

Planning, International City Management Assoc., December 1979. 

“Energy Demand Estimation.”  With R. deLucia, In Jacoby and deLucia, eds., Energy Planning in 

Developing Countries:   The Case of Bangladesh, John Hopkins Press, 1982. 

“Traditional/Renewable Energy Sources.”  With R. DeLucia.  In Jacoby and deLucia, eds., Energy 

Planning in Developing Countries:  The Case of Bangladesh, Johns Hopkins Press, 1982. 

“Utility Spot Pricing to Coordinate Deregulated Utilities, Customers and Generators.”  With R. Bohn 

and F. Schweppe.  In Plummer, Ferrar and Hughes, eds., Electric Power Strategic Issues:  

Deregulation and Diversification, Johns Hopkins Press, 1982. 

Electric Generation Expansion Analysis System, Vols. 1 & 2.  With M. Caramanis and 

F.C. Schweppe.  With Stone & Webster Engineering, Vols. 3, 4 & 5, EPRI, Palo Alto, CA, Report 

No. EL-2561, 1983. 

“Electrical Utility Load Management Systems.”  A.H. El-Abiad ed., Power Systems Analysis and 

Planning, McGraw-Hill, 1983. 

“Cogeneration:  Ownership and Operating Economics.”  A.H. El-Abiad ed., Power Systems Analysis 

and Planning, McGraw-Hill, 1983. 

“The New (Alternative) Electric Generation Technologies:  An Evaluation of Their Potential.”  A.H. 

El-Abiad ed., Power Systems Analysis and Planning, McGraw-Hill, 1983. 

“Using Spot Pricing to Coordinate Deregulated Utilities, Customers and Generators.”  With R. Bohn, 

and F. Schweppe.  In Plummer, Ferrar and Hughes, eds., Electric Power Strategic Issues, Public 

Utilities Reports Inc., 1983. 

“An Approach to Deregulating the Generation of Electricity.”  With R. Bohn, B. Golub, and 

F.C. Schweppe.  In Plummer, Ferrar and Hughes, eds., Electric Power Strategic Issues:  

Deregulation and Diversification, Public Utility Reports, 1984. 

“Utility Finance and Planning in Japan, Korea and Taiwan.”  With M. Castillo-Bonet.  In Kim, Smith 

and Rose, eds., Electric Futures of Asia and the Pacific, East West Press Center, Honolulu, 1986. 
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Electricity in Northeast Asia: The Experiences of Japan, Korea, and Taiwan.  Greenwood Press, 

Westport, CT, 1987.  

Spot Pricing of Electricity.  With F.C. Schweppe, M.C. Caramanis, and R. Bohn.  Kluwer Academic 

Press, 1988. 

Energy Aftermath:  How We Can Learn from the Blunders of the Past to Develop our Energy 

Future.  With T.H. Lee and B.C. Ball.  Harvard Business School Press, Boston, 1989. 

“Transitional Strategies for Emissions Reduction in the Electric Power Sector.”  With B. L. Monroe, 

III.  In J. Tester and N. Ferraro, eds., Energy and Environment in the 21st Century,  MIT Press, 

1991. 

“Engineering Economic Analysis:  Applications to Electric Utility Investment Planning.”  In M. 

Baughman ed., Engineering Economic Analysis: Overview and Current Applications, IEEE Tutorial, 

1992. 

“Unbundling the U.S. Electric Power Industry: A Blueprint for Change.”  With Fernando, Kleindorfer, 

Pickel, and Robinson.  Tabors Caramanis & Associates, March, 1995. 

Articles and Reviews 

“A Preliminary View of Economic Change and Urbanization:  Bangladesh 2000.”  In Thomas and 

Lavan, eds., West Bengal and Bangladesh:  Perspectives from 1972, Asian Studies Center, 

Michigan State University, South Asia Series No. 21, 1973. 

“Urbanization and War: Inertia in Urban Migration in Bangladesh.”  Presented to the XXVI Annual 

Meeting of the Association for Asian Studies, Boston, MA, April 1974. 

“Land Values and Public Investment in Urban Fringe Areas: A Case Study of Clay, New York.”  With 

M. Shapiro.  Papers and Proceedings of the Northeast Regional Science Association, 1975. 

Review of Greenberg et al., “Solid Waste Planning in Metropolitan Regions” in Annual of Regional 

Science, June 1978. 

“A Louisiana Case Study: Towards a Single System of Substrate Regions.”  With C. S. Binkley.  

Growth and Change, January 1980. 

“Homeostatic Utility Control.”  With F. C. Schweppe, J. L. Kirtley, H. R. Outhred, F. H. Pickel, and A. 

J. Cox.  IEEE Transactions on Power Apparatus and Systems, Vol. PAS-99, No. 3, May/June 1980. 

“Rate and Penetration Analysis, the Impact of Distributed Photovoltaic Power Systems within the 

Utility Grid System.”  With A. Cox, S. Finger, and A. Burns. IEEE Transactions, IEEE 14th 

Photovoltaic Specialists Conference, 1980. 
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“Economic Integration of New Energy Technologies into the Grid Using Homeostatic Control.”  

Invited paper, IEA Conference on New Energy Conversion Technologies, April 1981. 

“Economic Operation of Distributed Power Systems within  an Electric Utility.”  With S. Finger and 

A. Cox.  IEEE Transactions on Power Apparatus and Systems, Vol. PAS-100, No. 9, September 

1981. 

“Solar Energy/Utility Interface:  The Technical Issues.” With D.C. White. Energy, The International 

Journal, January 1982. 

“Homeostatic Control for Electric Power Usage.”  With F. C. Schweppe and J. L. Kirtley.  IEEE 

Spectrum, Vol. 19, No. 7, pp. 44–48, July 1982. 

“The Introduction of Non-Dispatchable Technologies as Decision Variables in Long-Term 

Generation Expansion Models.” With M. C. Caramanis, K. S. Nochur, and F. C. Schweppe. IEEE 

Transaction on Power Apparatus and Systems, Vol. PAS-101, No. 8, August 1982. 

“Wisconsin Study Shows Homeostatic Control has High Potential for Industrial Loads.”  With F. C. 

Schweppe.  Modern Power Systems, Vol. 3, No. 1, pp. 43-46, January 1983. 

“Homeostatic Control: The Utility Customer Marketplace for Electric Power.”  With F. C. Schweppe 

and J. L. Kirtley.  In Local Heat and Power Generation:  A New Opportunity for British Industry, 

Interscience Enterprise, U.K., 1983. 

“Deregulating the Electric Utility Industry.”  With F. C. Schweppe and R. Bohn.  The Energy Journal, 

January 1984. 

“Electricity Spot Prices in Developing Countries.”  National Development, November 1984. 

“Evaluation of Spot Price Based Electricity Rates.” With F.C. Schweppe and M. C. Caramanis. IEEE 
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of the Court in No. 00-568. State of New York, et al v. Federal Energy Regulatory Comm’n, et al 

and Enron Power Marketing, Inc v Federal Energy Regulatory Comm’n et al May, 2001 

Signed as Amicus in Amicus Curiae of Leading Economists and Educators who have Designed, 

Studied, Taught and Written about Electricity Markets in support of the Court in No. 11-1486, 

Electric power Supply Association, et al, v Federal Energy Regulatory Commission, et al.  June 

2012 

Led the Amicus Curiae of Electrical Engineers, Scientists and Economists in Support of the Court in 

writ of certiorari, Metropolitan Edison Company and Pennsylvania Electric Company v. 

Pennsylvania Public Utility Commission, August 2012. 

 



  
  

 

EXHIBIT B 

 

Resume of Seabron Adamson 



 

 

 

 

 

SEABRON C. ADAMSON 

Seabron Adamson is an independent energy economist and analyst focusing on investments in the 

gas and power sector. From to 2008 to 2010 he was an analyst with Tudor Investment Corporation, 

as part of their energy and commodities trading group. In this role he did extensive analysis of short-

term gas markets to support an active trading book, and built weather-driven models of short-term 

gas demand.  

Seabron was formerly a Vice President of CRA and co-Head of the firm’s Energy and Environment 

practice from 2006 to 2008. In this role he led a team of 15-20 professionals in the Enterprise and 

Asset Investment group, focusing on the quantitative analysis of energy markets to support 

investment decisions. His clients included major investment banks, international energy companies, 

private equity firms, hedge and sovereign wealth funds and national and multilateral governmental 

and lending agencies. 

Seabron also has significance experience in energy regulation and litigation matters, in North 

America, the European Union and other countries. Seabron has testified in international arbitration 

proceedings regarding energy sector disputes in Latin America, China, Canada and other countries. 

He has provided expert testimony before the Federal Energy Regulatory Commission, the Ontario 

Energy Board, and state public utility commissions.  

Prior to joining CRA, he was a Director of Tabors Caramanis & Associates. Seabron was a co-

founder of the Frontier Economics Group, an international economics consulting group. He 

previously founded the U.S. practice of London Economics and managed the American office until 

the company’s sale in 1999. He was a consultant with London Economics, based in the U.K. from 

1992 to 1996. 

Seabron also serves as an adjunct lecturer at the A.B Freeman School of Business at Tulane 

University, where he has taught a class on energy portfolio management, and is a research 

associate of the Tulane Energy Institute. He has published a number of articles in peer-reviewed 

academic journals and conference proceedings on electricity and gas markets. He is the co-author 

of a forthcoming book chapter on financial transmission rights markets. 

EDUCATION 

Boston University M.A., Economics 

M.I.T.   S.M., Technology and Policy 

Georgia Tech  M.S., Applied Physics 

Georgia Tech  B.S., Physics 
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EXPERIENCE HIGHLIGHTS 

Present  Independent consultant (through private LLC) 

2008 - 2010   Gas and Power Analyst, Tudor Investment Corporation, Boston, MA/London UK. 

Senior power and gas analyst for a major US alternative investment firm. Analyzed 

gas and power markets as part of the energy and commodities trading group, as 

well as developed models of gas markets.  

2004 - 2008 Vice President (and Co-Head, Energy and Environment Practice), Charles River 

Associates, Boston, MA. Led a wide range of major consulting projects in the 

energy sector, especially focusing on investment valuation, due diligence and 

market analysis. Co-Head of the E&E practice from 2006-2008, and managed 

Enterprise and Asset Investment team of ~20 professionals within the practice. 

2003 - 2004   Director, Tabors Caramanis & Associates. Managed projects on economic analysis 

of energy markets and energy sector asset valuations. 

1999 - 2003  Founder and President, Frontier Economics Inc. Co-founder of Frontier Economics 

Group, an international economics consulting firm with offices in Cambridge, MA, 

London, UK and Melbourne, Australia. Managed major client assignments 

regarding litigation and energy market analysis. Provided extensive expert 

testimony on market competition issues, market design, and regulatory economics. 

1996 -1999 President, London Economics Inc. Started US subsidiary of major European 

economics consulting firm. Advised major energy sector clients on market 

development, restructuring, retail competition, and mergers and acquisitions. 

Advised clients on significant M&A transactions. 

1992 – 1996 Consultant, Senior Consultant and Managing Consultant, London Economics Ltd. 

(UK). Provided economic and strategic advice to major UK and international energy 

clients operating in the natural gas and electricity markets. 

1990 – 1992 Research Assistant, Massachusetts Institute of Technology. Research on carbon 

reduction strategies for the US power industry sponsored by U.S. EPA and EPRI. 

1988 –1990 Research engineer, Itek Optical Systems. Developed and implemented 

interferometry techniques for fabrication of the primary of the Keck 10-meter 

telescope, the world’s largest optical telescope. 
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CONSULTING/PROFESSIONAL EXPERIENCE 

Generation sector transactions, modelling and strategy 

• Led CRA project team (Mexico and European assets) assisting an Asian sovereign wealth 

fund and utility in bidding in an auction for a 50% stake in InterGen, consisting of generating 

assets in the UK, Netherlands, and Mexico. Led team modeling CFE contracts for valuation 

of Mexican assets and advised on fuel and regulatory risks. Also the CRA team was 

responsible for building the PPA financial models for InterGen's UK and Dutch assets. 

• Advisor to an infrastructure fund (part of a major global investment bank) analyze a 

potential investment in a 1000 MW combined cycle project in Ontario, Canada. Conducted 

extensive market and PPA modeling for the fund. 

• Built detailed financial models for the contracted assets of a major US generator, used in 

valuing the business. This included extensive modeling of complex cogen contracts. 

• Analysis and modeling of IPP operations in El Salvador as part of an international 

arbitration between a US IPP owner and the state electricity company in El Salvador. 

• Valued 4 thermal plants in the Southeast US to be acquired by the private equity arm of a 

major US investment bank. 

• Developed a detailed model of operations for a large 500 MW cogen plant in Canada, which 

involved extensive modeling of plant operations under different operating regimes involving 

combinations of gas and steam turbines, HRSGs, etc. 

• Led CRA project team in helping a Fortune 500 generation firm develop its generation 

expansion strategy, reporting directly to the CEO and board of directors. Analyzed markets, 

synergies with current businesses and scope for diversification. 

• Power market consultant for a major private equity group on long-term valuation issues 

associated with a nuclear power plant in Louisiana; 

• Valuation associated with divestiture of the 775 MW Dam Head Creek CCGT plant owned 

by Entergy in the United Kingdom. 

• Valuation of major power plant contracts in the Alberta (Canada) market as part of a 

government-mandated auction process. 

• Advice to a private equity fund on various thermal sector transactions across the United 

States. 

• Advisor to a UK-based group on the potential acquisition and financing of the Fiddler's Ferry 

and Ferrybridge thermal power stations in the United Kingdom. 

• Advisor to a major UK utility group on UK power market issues. 
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• Advisor to Scottish Power on transmission charging arrangements in the UK  and their 

potential impact on generation assets (thermal and wind) in Scotland and England. 

• Analysis of the economics of a large CCGT/cogen plant in Ontario as part of a dispute. 

• Valuation of a portfolio of gas-fired generation assets in the United States for a Fortune 500 

utility. 

• Advice to European and Asian utility groups seeking to diversify into the North American 

generation market. 

• Work with KKR, Credit Suisse First Boston and Conjunction LLC on development of major 

HVDC line into New York City 

• Advice on generation market investments to a private equity group; 

• Lead market advisor to the AES Corporation on the issuance of $600 million in Pass-

Through Certificates under Rule 144A, backed by the revenues of four merchant coal-fired 

plants purchased by AES from NYSEG. The transaction, which was rated by S&P, Moody’s 

and Fitch/IBCA, also included a $120 million lease equity facility 

• Market analysis for Bank of America in support of the debt financing of generating assets in 

New England 

• Market and transmission advisor to a private client on purchase of the 4000 MW+ 

generation business of New England Electric Systems in New England 

• Valuation of PG&E thermal assets for bidder . 

• Advice to private clients on the acquisition of the generating businesses of Boston Edison 

Company and Central Maine Power. 

• Advice to NationsBank on merchant plant financing in the United States. 

• Market analysis and strategic advice on the acquisition and restructuring of Destec Energy, 

an IPP developer formerly owned by Dow Chemical, including valuation of a large number 

of cogen facilities. 

• Financial modeling in support of a possible acquisition and restructuring of a regulated US 

utility by an energy company.. 

• Assessment of market opportunities and target utilities for a private client, in conjunction 

with client’s investment banking team.. 

• Analysis and modeling of the New England Power Pool, ERCOT, WSPP and other bulk 

power markets in M&A transactions for various private clients. 
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Contract, portfolio and risk analysis 

• Advice to major market participant on risk pricing issues associated with plant operations in 

the NYISO, and provided all economic analysis in successful negotiation of agreement with 

the NYISO Independent Market Adviser on pricing of such risks 

• Analyzed contract portfolio decisions of British distribution utilities using a Markowitz mean-

variance approach, on behalf of the British regulator OFFER; 

• Analyzed contract portfolio composition for New England market participant (1999); 

• Development of contract-based divestiture model for Alberta Department of Energy, forming 

the basis of the Alberta Electric Utilities Act Amendments of 1998.  

• Analyzed off-take contract in the Alberta contract auction, on behalf of a bidder (2000); 

• Analysis of NEES Standard Offer contract as part of a major acquisition, examining risk and 

cashflow impacts to bidder (1997); 

• Analysis of California RMR contracts for major bidder (1997); 

• Analysis of risks in British Gas indexed long-term gas contracts, as part of IPP development 

decisions (1993-94); 

Natural gas and liquids 

• Lead gas analysis for a major investment fund highly active in the North American natural 

gas sector. Led development of analytical models, and continually updated supply/demand 

balance forecasts in support of trading activities. Analyzed trading positions and profitability. 

• Built fundamental supply and demand models used in the management of a large gas 

trading book. 

• Analysis of US unconventional shale gas production, and its impact on the future of US gas 

supply. Detailed analysis and modeling of shale gas economics in several of the major 

shale plays (Barnett, Marcellus, etc.) 

• Analysis of natural gas liquids (NGLs) markets in the United States and its impact on 

natural gas prices. Analyzed prices of major NGL end products (ethane, propane, natural 

gasoline, etc.) and production economics for E&P firms. 

• Support for one of the world's largest purchasers of liquefied natural gas (LNG) including 

analysis of global LNG supply/demand balances, risks to current pricing structures, etc.   

• Analysis of European and North Atlantic basin LNG markets, including scope for arbitrage 

of US (Henry Hub) and UK (NBP) natural gas markets. 
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• Advice to various clients on the UK natural gas markets, especially regarding security of 

supply issues, long-term natural gas contract valuation, energy efficiency issues and 

network regulation. 

• Analysis of strategy for oil tar production and export potential for PdVSA in Venezuela. 

Electricity and natural gas restructuring 

• Extensive advice to various clients on Ontario electric restructuring issues, including retail 

competition issues; 

• Adviser to the Dutch Government and DTe on natural and power issues, including gas 

supply issues, merger approvals, HVDC transmission investment etc. 

• Advice to OFGEM (UK electricity and gas regulator) on various power and gas issues. 

• Analysis of market power for market-based rates authorization before FERC of PHI 

Holdings; 

• Extensive advice to Mirant on the New England and New York market designs 

• Advisor to EDP (Portugal) on various market and restructuring issues associated with the 

Spanish/Portuguese energy markets. 

• Advice to a major utility client on assessing financial impact of market rule issues related to 

joining the PJM Interconnection; 

• Advice to a utility client on the design of the Alliance RTO 

• Analysis for RTO West on adaptability of PJM rule set to RTO West 

• Witness for EPMI/EES in FERC refund proceedings relating to western energy markets.  

• Expert witness and advisor for the New England Generators on congestion management, 

multi-settlement and other market re-design issues regarding ISO New England before the 

FERC 

• Expert witness before the Federal Energy Regulatory Commission for Cabrillo Power LLC 

(Dynegy, Inc.) on reliability must-run contract design 

• Preparation of affidavit for filing with FERC by KeySpan on pricing of non-spinning reserve 

in the New York ISO 

• Advisor to Dynegy Inc. on continuing redesign efforts of the California ISO 
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• Analysis of the restructured New England Power Pool rules and operations as part of major 

acquisition. Also work on the NEPOOL design for a major US power marketer (1997-98), 

and subsequently for a major generator 

• Advisor to a private client on development of the Alliance ISO 

• Advisor on transmission pricing proposals and other aspects of ERCOT ISO design to a 

major Texas electricity company 

• Advice to Pacific Gas and Electric on the design of the California power market, including 

forwards markets, ancillary services and settlement 

• Advisor to Duke Power on restructuring issues  

Network regulation (electricity and natural gas) 

• Advisor and expert witness to the Ontario G10 utilities, GPU Inc., et al on distribution 

performance-based ratemaking before the Ontario Energy Board 

• Advisor and expert witness to the Attorney General of the Commonwealth of Massachusetts 

regarding the Joint Petition of Eastern Enterprises and Colonial Gas Company for 

Approvals of Merger before the Massachusetts Department of Telecommunications and 

Energy 

• Advisor and expert witness to the Attorney General of the Commonwealth of Massachusetts 

regarding the Joint Petition of Boston Edison Company and Commonwealth Energy 

Systems for Approvals of Merger before the Massachusetts Department of 

Telecommunications and Energy 

Other natural gas and power sector 

• Analysis of pricing terms in British Gas long-term gas contracts; 

• Restructuring of major natural gas utility in Central Asia (Uzbekneftegas), 1994-1995.  

• Competition Implementation Plan for PG&E Distribution Business Unit (PG&E, 1996). 

• Vertical integration strategy study for Petroleos de Venezuela (1997). 

• Advice to a range of Regional Electricity Companies and other clients on contract analysis, 

IPP contracts and a range of other issues (1992/96). 

• Review of Economic Purchasing by the RECs for the UK Office of Electricity Regulation 

(OFFER) (1992/93). 

• Assistance to ESKOM (South Africa) in establishing its power pool (1995/96). 

• Comparative Efficiency Study (Electricity Supply Association of Australia, 1993/94). 
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• Electricity Pricing Study for Slovenia (EBRD).  

• Electricity Tariff Study (for Kenya Power & Lighting Co., World Bank, 1993). 

FIELDS OF EXPERTISE 

• Energy Economics 

• Energy Markets Design and Analysis 

• Financial Analysis of Energy Sector Mergers and Acquisitions 

PROFESSIONAL AFFILIATIONS 

• International Association for Energy Economics 

• Academic reviewer for The Energy Journal, Energy Policy, Ecological Economics and other 

journals. 

PUBLICATIONS 

Articles and Reviews 

Seabron Adamson and A.J. Goulding, “The ABCs of Market Power Mitigation: Use of Auctioned 

Biddable Contracts to Enhance Competition in Generation Markets”, The Electricity Journal, 

December, 1998.  

S. Adamson and A. Sagar, “Managing Climate Risks through a Tradable Contingent Securities 

Approach”, Energy Policy, January 2002. 

Sabine Schnittger and Seabron Adamson, “Retail Competition in Electricity – Market Prices 

Revisited”, The Electricity Journal, July 2001. 

Seabron Adamson, “Industry Structures and Market Mechanisms”, Public Utilities Fortnightly, April 

1995. 

S. Adamson, R. Laslett, R. Bates and A. Pototschnig, Market-Based Control of Air Pollution in 

Krakow, Poland: Can Economic Incentives Help? World Bank Technical Paper, 1994. 

S. Adamson, “Auctioned Biddable Contracts for Mitigation of Electricity Market Power”, presentation 

at an invited seminar at the Office of Economic Policy, Federal Energy Regulatory Commission, 

1998. 

Seabron Adamson and Kevin Wellenius, “Determination of Horizontal Market Power Abuse in 

Wholesale Electricity Markets”, paper presented at the POWER conference, University of California 

at Berkeley, 2000. 



Seabron Adamson 
Page 9 

   
 
 

 

S. Adamson, T. Noe and G. Parker, "Efficiency of Financial Transmission Rights Markets in 

Centrally Coordinated Periodic Auctions", Energy Economics, Vol. 32, No. 4, 2010. 

S. Adamson and G. Parker, Productivity and Technological Change in Shale Gas Production: An 

Econometric Analysis of Well Data from the Haynesville Shale", paper presented at the International 

Association of Energy Economics international conference, Stockholm, June 2011. 

S. Adamson and G. Parker, “Participation and Efficiency in the New York Financial Transmissions 

Rights Markets”, chapter in forthcoming book Financial Transmission Rights: Analysis, Experiences 

and Prospects, edited by J. Rossellon and T. Krisitansen, 2013. 

Selected Expert Testimony and Reports (Last 10 Years) 

Testimony in an American Arbitration Association proceeding regarding the terms of an energy 

sales contract in the Northeast United States. 

Testimony before an Ontario arbitration tribunal with respect to a major contract dispute for a gas-

fired cogeneration plant; 

Written testimony before FERC on market power and market-based rate authorization of PHI 

Holdings and affiliate companies (2002 and 2005); 

Testimony in UNCITRAL arbitration in Geneva regarding an energy sales agreement in Latin 

America. 

Testimony in ICC arbitration regarding coal generation technology licensing in China (settled before 

final hearing). 

Testimony of Seabron C. Adamson on behalf of Calpine Corporation before the Federal Energy 

Regulatory Commission in Southern Power, Docket ER03-713, November 2003. 



  
  

 

EXHIBIT C 

 

Methodology  

 



 

Estimating the risk premium under the ISO-NE proposal 

 

 

Introduction 

There is no standard formula for calculating a risk premium associated with the exact type of 

natural gas purchase price risk occasioned by the ISO-NE proposal.  The results of any 

calculation will depend in part on the economic model used for that calculation.  In this 

attachment we describe the simple calculations  we have used to estimate a reasonable range 

for the gas price premium associated with the ISO-NE proposal.  As explained, we believe that 

this estimate is conservatively low, and that the actual risk premium could be higher. 

The price risk associated with the ISO-NE proposal is related to the volatility in prices from day 

to day at the Algonquin City Gate (“Algonquin”).  In our economic model, a gas-fired generator 

in the DA market must base its offer on a prediction of the price for next day gas using actual 

results for the prior day, as next day gas prices corresponding to the DA offer day are not yet 

available. This timing change substantially magnifies the risk – which was minimal under the 

current system of offers – of DA offers at or near the margin being insufficient to cover the 

actual prices for the gas used the following day. In that circumstance, the gas-fired generator 

would lose money, either out of pocket or in the form of opportunity costs. It also could, if 

course, make money if actual prices for gas that is burned are lower than reflected in its DA 

offer. Given a long enough series of daily prices, we would expect (and indeed see in the data) 

no statistically significant mean difference between prior-day and offer-day Algonquin prices for 

next day gas. However, there is substantial variation in next day gas prices from day to day and 

this variation creates risk for gas-fired generators at or near the margin in the DA market.  

The ISO-NE proposal effectively would require generators to engage in “risk arbitrage”, and 

hence deploy additional capital both to execute their gas trades and cover their  losses.1 As risk 

capital has an opportunity cost for a generator, a risk premium will be required for those costs 

unless they are insured elsewhere in the market. 

In order to estimate the risk premium for a generator, we used a well-accepted method to 

determine what it might cost to hedge these risks using options on Algonquin next day natural 

gas prices. The calculation assumes that a generator making an offer could hedge its risks on a 

day-to-day basis using a simple option structure. Our calculation uses actual Algonquin gas 

price volatility data to estimate call option prices since there are no market-traded options in 

next day Algonquin gas of which we are aware. The cost to the generator of hedging the risks 

would then be related to the total costs of purchasing such options, which would include 

considerable bid-ask spreads. Based on estimated bid-ask spreads, we calculate a minimum 

risk premium that would be needed to cover such option costs.  

                                                             
1
  Cf.  Schleifer, A. and R. Vishny, “The Limits of Arbitrage”, Journal of Finance, Vol. 52, No. 1 (March 1997), 

pp. 35-55. 
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Volatility in daily gas prices 

In analyzing short-term risks, analysts and traders use the concept of daily volatility, which is 

defined as the standard deviation of daily logarithmic returns. So, for example, if the price varies 

from 10 on one day to 11 the next day, the daily logarithmic return is the natural log of (11/10), 

which is 0.095. 

Using the ICE data for Algonquin next day prices, we calculated the daily volatility for all of the 

weekdays where the prior day and the offer day is only one day apart – eliminating the weekend 

and holiday issues described in our testimony. For the entire data period, the historical daily 

volatility was 0.13. Volatility was significantly higher in 2012 because of increasing constraints 

on the gas system, and we expect more recent volatility will better predict future volatility until 

there is additional supply. Nonetheless, we used the entire sample period volatility, which we 

think understates the current volatility and, correspondingly, predicts a lower risk premium.  The 

average Algonquin price for all of the data used was $4.78/mmbtu.    

An option approach 

One way to think about the problem of estimating day-ahead risk premia is to consider the 

pricing of a short-term option on Algonquin prices.2  A generator at the margin loses money 

each time the actual next day price on the offer day is higher than the prior day’s. In option 

terms, the generator could in theory insure its risk in the market by buying a call option (priced 

fairly based on historical volatility data) on Algonquin gas prices on each day that it makes an 

offer, ensuring that when prices rise above those reflected in its offer, it has hedged its risks and 

prevented losses. If we assume prior day prices have no difference on average from offer day 

prices, it follows that the underlying price and the strike price of the option are the same.3  Since 

our time scales are short, we have not reflected any time-value of money in pricing these 

options. We did not calculate option costs and the risk premium over weekends and holidays, 

which we would expect to be higher, as option prices are larger over longer time horizons.  

We used a simple and standard Black-Scholes model for pricing the options, 4 Using this 

approach and the 0.13 historical volatility value over the entire data period produces an 

idealized call option cost of $0.25/mmbtu-day. This call option cost represents approximately 

5% of the average gas price.   

The cost of such an option cannot be used directly as a risk premium, though, for the following 

reason. If the generator was able to recover the full cost of the option in each and every day in 

the power market, it would be insulated entirely from risks of prices rising after the offer was 

made (e.g. the prior day price was lower than the actual price on the offer day, since the option 
                                                             
2
  For a simple and approachable summary of option and risk terms, see Edwards, D,W,, Energy Trading and 

Investing, New York: McGraw-Hill (2010). 

3
  Such an option is said to be “at the money”. 

4
  A standard text on options is Hull, J., Options, Futures and Other Derivatives, New York, Prentice-Hall 

(2009). The Black-Scholes model, in simplified terms, is a mathematic model used for valuing options based 
on a number of economic assumptions. The Black-Scholes model is widely used as a basic pricing tool for 
options prices in many cases.  
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would pay off on those days), but could benefit on days when prices fell. There are therefore 

some days when this call option price may be too high for the risks faced. We wish to eliminate 

this possibility in our calculation,, and note that in an idealized option with a known distribution, 

the option cost the generator would be forced to pay (before any transactions costs, such as 

bid-ask spreads on the option) offsets any gains to the upside.  

What is left to be paid by the generator – and which would form the minimum basis for the risk 

premium - would be the considerable transactions costs associated with such options. These 

transactions costs are related to the bid-ask spreads on such options.  There is no direct data 

here available on the bid-ask spread in Algonquin gas next day options, as such options are not 

traded.  The best we can rely on is knowledge of bid-ask spreads from related well-traded 

option markets.  

The bid-ask spreads on options on the Henry Hub NYMEX futures contracts, for example, relate 

to one of the most liquid and heavily traded commodity markets in the world.  Even so, there are 

bid-ask spreads on options on the most heavily traded contracts, such as options on the front 

month futures.  These spreads are on the order of 3% to 4% of the option price.  On options that 

are less liquid (not on the very front contracts or even somewhat “off the money”) the spreads 

grow rapidly. 

There are reasons these bid-ask spreads are comparatively low for Henry Hub gas futures. The 

market is extremely large and liquid, so a market-maker selling options (such as the 

commodities desk of a bank) has excellent transparency and real-time price data on the 

underlying contract.  More importantly, as the underlying NYMEX natural gas futures are widely 

traded, the options seller (e.g. the bank) can cheaply and effectively hedge much of its price risk 

from selling the option through an offsetting position in the futures market.5  In the Algonquin 

next day gas market, none of these approaches are possible, and daily volatility is generally 

higher than it is in Henry Hub natural gas futures. Nor is there any significant amount of short-

term storage with the flexibility to allow these risks to be hedged physically.  In effect, any 

Algonquin gas options market-maker would effectively have to sell a “naked” option.  This would 

be extremely risky in a constrained and illiquid gas market exhibiting a large tail risk in price 

changes.  We conclude that the bid-ask spreads on an equivalent Algonquin option would be 

much higher – at least 20% of the option value, and could be even higher. 

Using this approach, we estimate a minimum risk premium (related to the bid-ask spread) of 

$0.05/mmbtu  (20% of the calculated option price of $0.25/mmbtu) is reasonable, and use an 

upper bound of $0.12/mmbtu. To put these values in context, during periods of high gas 

demand Algonquin next day prices can move by $5/mmbtu from day to day.   

We did not attempt to account for additional fixed or variable costs that might be associated with 

managing these gas price risks, which could include additional staffing, systems and 

management time.  Nor did we attempt to account for any additional transactional or brokerage 

costs that might be associated with active risk management strategies for purchasing next day 

                                                             
5
  This is known as a “delta hedge” and effectively underpins much of the pricing of options. 
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gas. Furthermore, we ignored the complex quantity risks that might be created between the next 

day gas and power markets. 

Impact on the New England DA market 

Natural gas is a major generation fuel in New England, and any proposal which raises the 

economic price of gas used by generators will impact DA electricity prices. For estimation 

purposes we translated our impact on natural gas prices to DA electricity prices using simple 

regressions of daily New England hub power prices (peak and off-peak) versus the volume 

weighted average daily Algonquin next day price, where such a price was available.  For peak 

periods, the regression shows a clear relationship and a coefficient on the gas price of 6.59 – 

similar to the heat rate of an efficient combined cycle generation plant of 7100 btu/kWh (7.1 

mmbtu/MWh).  For the off-peak periods, the coefficient was much lower at 4.72. We used these 

regression results and the risk premium per mmbtu of gas to estimate a risk premium adder to 

the power price, using 2012 data on actual DA energy in MW to estimate impacts on peak and 

off-peak prices separately. This calculation provides an estimated additional cost of power of 

$0.33 to $0.79/MWh for peak periods and $0.24 to $0.57/MWh for off-peak periods.  

To complete this admittedly simplified analysis, we multiplied these per MWh cost impacts by 

DA demand in each period in 2012. The final estimated cost impact to the New England power 

market these calculations produce is approximately $36 million to $86 million per annum. This is 

a price impact on the order of 1% to 2% of energy costs, based on estimated total electric 

energy costs of $5.2 billion in 2012.6   

While the exact value of the risk premium and its potential impact on energy prices is subject to 

model uncertainty, we believe this simplified model provides a reasonable and likely low 

estimate of the costs of a price risk premium associated with moving the DA offer time to 9:00 

A.M. as proposed by ISO-NE. Whatever an actual risk premium would prove to be, there can be 

little doubt that there will be a risk premium and that the impact of that premium on the market 

would be significant.  

   

                                                             
6
  ISO New England Inc., “2012 Wholesale Electricity Prices in New England Fell to Lowest Level Since 2003”, 

press release dated January 23, 2013. 
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SUPPLEMENTAL TESTIMONY OF GORDON BARR 10 

 
Q. What is your name and with whom are you affiliated? 11 

A. My name is Gordon Barr and I am the Vice President of Commodity Portfolio 12 

Management for Capital Power Corporation (“Capital Power”).    13 

Q. Have you previously testified in this proceeding? 14 

A. Yes, my testimony in this proceeding was included in a filing on February 7, 2013 as 15 

Attachment N-1c to the New England Power Pool (“NEPOOL”) Participants 16 

Committee’s Transmittal Letter.  17 

Q. Your earlier testimony in this proceeding indicated that Capital Power relies on the 18 

information from the IntercontinentalExchange, Inc. (“ICE”) as one source of 19 

prices for natural gas at various locations relevant to Capital Power’s plants.  Do 20 

you look at bid-ask spreads on the ICE platform? 21 

A. In my capacity of leading the Commodity Portfolio Management group, I have a team of 22 

seven individuals who are regularly trading in the North American natural gas markets 23 

and utilize ICE for a significant portion of that business and thus utilize the bid-ask 24 

spreads on the ICE platform in conducting their activities.  They spend the majority of 25 

their business day monitoring the ICE platform and other relevant information sources.  I 26 

oversee their actions and in that capacity I will also look at the bid-ask spreads on the 27 

ICE platform; however, the frequency with which I look at the bid-ask spreads is less 28 

than that of my natural gas trading team.    29 

Q. What are bid-ask spreads and how does reviewing them help inform your decision-30 

making? 31 
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A. The bid-ask spread is the difference at any location and point in time between the highest 1 

price that a buyer is willing to pay for natural gas (i.e., the “bid” price) and the lowest 2 

price for which a seller is willing to sell it (i.e., the “ask” price).  As I explained in my 3 

earlier testimony, Capital Power relies heavily on its assessment of the value of gas in 4 

determining its offer parameters for the Day-Ahead Energy Market (“DAM”).  That 5 

assessment for our New England plants is largely determined by our consideration of 6 

prices and conditions at the Algonquin Citygate hub on the Algonquin pipeline  7 

(“Algonquin”), which is further informed by conditions in surrounding trading hubs and 8 

neighboring markets.  At Algonquin, the bid-ask spreads can be quite large, especially 9 

early in the morning when market information at that location pertaining to natural gas is 10 

limited.  This very limited liquidity and transparency in the market, with corresponding 11 

wide bid-ask spreads, exposes us to far more price risk, as I explained in my earlier 12 

testimony. 13 

Q.   In reviewing the bid-ask spreads on the ICE platform, what observations can you 14 

make with respect to the spreads in the hours leading up to New England’s current 15 

DAM bid/offer deadline of 12:00 noon EST? 16 

A. In general, the bid-ask spreads are wide early in the morning and narrow as liquidity in 17 

the market increases.  Narrowing occurs at different times each day but on the whole; 18 

such spreads are wide throughout the early morning hours and in almost all cases, prior to 19 

9:00 A.M.   20 

Q. Are you familiar with gas trading at trading hubs other than Algonquin?  21 

A. Yes, my group is responsible for purchasing gas in other areas of the continent as well. 22 

For example, we purchase gas for our Alberta power facilities at the AECO Hub.  In 23 

addition, our gas trading group trades financial and physical natural gas at most of the 24 

major physical trading hubs in North America including most of the areas surrounding 25 

our assets.  26 

Q. Your earlier testimony in this proceeding described next day gas trading as it 27 

evolves in New England each day.  Is that daily pattern of trading similar to next 28 

day gas trading elsewhere on the continent? 29 
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A. Yes.  In our experience, the trading patterns in one location are generally tracked in other 1 

locations across North America.  As the trading day progresses, the bid offer spreads tend 2 

to narrow until market participants begin consummating transactions and fair market 3 

values begin to be established.  However, the more liquid hubs have bid-ask spreads that 4 

are less wide than the more illiquid locations such as Algonquin.  In our experience, 5 

Henry Hub, which is the most liquid trading hub for North American gas, provides one 6 

leading indicator of potential gas prices at other trading hubs.  We have information 7 

concerning the basis differences between liquid hubs under various conditions.  Thus, in 8 

formulating our bids to purchase gas, our gas traders will look both at actual prices seen 9 

in the early trading at the location where we need the gas, as well as prices in other more 10 

liquid trading points. 11 

Q.   ISO-NE in its filing suggests that a 9:00 A.M. DAM offer deadline will not be a 12 

problem for the markets because the next day gas market trading will shift to 13 

accommodate the needs of New England generators.  Do you agree? 14 

A. Absolutely not. 15 

Q.     Why not? 16 

A. The natural gas markets are continental in scope, New England is a smaller demand area 17 

and at the end of the pipelines from liquid trading hubs.  I do not believe that  trading 18 

across the rest of the continent will adjust because generators in New England want 19 

earlier price data.  Gas markets are just too interconnected and trading in New England is 20 

heavily impacted by what is happening closer to the source of the gas and all points 21 

served from that source.  In fact, when natural gas demand in New England is very high, 22 

we have found price bid-ask spreads to be very wide and price convergence even more 23 

delayed from larger more liquid hubs such as Henry Hub. I do not believe that it is 24 

reasonable to expect that trading at  Algonquin, which handles such a small percentage of 25 

gas trading in the continental  natural gas market, will somehow shift to allow reasonable 26 

next day price transparency early enough to support a 9:00 A.M. offer deadline.  It is 27 

particularly concerning to Capital Power that ISO-NE would base its proposal in part on 28 

an expectation that such a change would occur.  29 
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Q. Does this conclude your supplemental testimony? 1 

A. Yes. 2 
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I declare under penalty of perjury that the foregoing is true and correct. 1 

             2 

       3 

         Gordon Barr  4 

 5 

Executed on: February 28, 2013 6 
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