
 
 

 
 
 

 
 
 
 

September 22, 2014 
 

 
VIA ELECTRONIC FILING 
 
Honorable Kimberly D. Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 
 

Re: ISO New England Inc. and New England Power Pool, Docket No. ER14-___-000 
Regulation Market Dispatch Changes 
 

Dear Secretary Bose:  

Pursuant to Section 205 of the Federal Power Act,1 ISO New England Inc. (the “ISO”) 
joined by the New England Power Pool (“NEPOOL”) Participants Committee2 (together, the 
“Filing Parties”), hereby jointly submit this transmittal letter and revised tariff provisions to 
make several changes to the new Regulation Market that is planned to be implemented on March 
31, 2015 (the “Regulation Market Dispatch Changes”).3  In support of the changes, the ISO is 
submitting the supporting testimony of Jonathan B. Lowell, Principal Analyst in the ISO’s 
Market Development Department, which is sponsored solely by the ISO (the “Lowell 
Testimony”). 

I. DESCRIPTION OF THE FILING PARTIES; COMMUNICATIONS 

The ISO is the private, non-profit entity that serves as the regional transmission 
organization (“RTO”) for New England. The ISO operates the New England bulk power system 
and administers New England’s organized wholesale electricity market pursuant to the ISO 

1 16 U.S.C. § 824d (2006 and Supp. II 2009). 
2 Capitalized terms used but not defined in this filing are intended to have the meaning given to such terms in the 
ISO New England Inc. Transmission, Markets and Services Tariff (“ISO Tariff”), the Second Restated New England 
Power Pool Agreement, and the Participants Agreement.  Market Rule 1 is Section III of the ISO Tariff.   
3 Under New England's RTO arrangements, the rights to make this filing of changes to Market Rule 1 under Section 
205 of the Federal Power Act are the ISO's.  NEPOOL, which pursuant to the Participants Agreement provides the 
sole Market Participant stakeholder process for advisory voting on ISO matters, supported the changes reflected in 
this filing and accordingly, joins in this Section 205 filing. 
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Tariff and the Transmission Operating Agreement with the New England transmission owners. 
In its capacity as an RTO, the ISO also has the objective to assure that the bulk power supply 
system within the New England Control Area conforms to proper standards of reliability as 
established by the Northeast Power Coordinating Council and the North American Electric 
Reliability Corporation. 

NEPOOL is a voluntary association organized in 1971 pursuant to the New England 
Power Pool Agreement, and it has grown to include more than 430 members.  The Participants 
include all of the electric utilities rendering or receiving services under the ISO Tariff, as well as 
independent power generators, marketers, load aggregators, brokers, consumer-owned utility 
systems, demand response providers, developers, end users and a merchant transmission 
provider.  Pursuant to revised governance provisions accepted by the Commission in ISO New 
England Inc. et al., 109 FERC ¶ 61,147 (2004), the Participants act through the NEPOOL 
Participants Committee. The Participants Committee is authorized by Section 6.1 of the Second 
Restated NEPOOL Agreement and Section 8.1.3(c) of the Participants Agreement to represent 
NEPOOL in proceedings before the Commission.  Pursuant to Section 2.2 of the Participants 
Agreement, “NEPOOL provide[s] the sole Participant Process for advisory voting on ISO 
matters and the selection of ISO Board members, except for input from state regulatory 
authorities and as otherwise may be provided in the [ISO] Tariff, [Transmission Operating 
Agreement] and the Market Participant Services Agreement included in the [ISO] Tariff.”All 
correspondence and communications in this proceeding should be addressed to the undersigned 
for the ISO and NEPOOL as follows: 

To the ISO: 
 
James H. Douglass, Esq.* 
ISO New England Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 
Tel: (413) 540-4559 
E-mail: jdouglass@iso-ne.com   
 

To NEPOOL: 
 
Stacy Dimou* 
Vice-Chair 
NEPOOL Markets Committee  
P.O. Box 566 
Bangor, ME  04402 
Tel: (207) 669-2116 
E-mail: stacy.dimou@earthlink.net 

  
David T. Doot, Esq.* 
Sebastian M. Lombardi, Esq.* 
Day Pitney LLP 
242 Trumbull Street 
Hartford, CT 06103-3499 
Tel: (860) 275-0663 
Fax: (860) 830-6082 
E-mail: dtdoot@daypitney.com 
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*Persons designated for service4 
 
II. STANDARD OF REVIEW 

The instant revisions are submitted pursuant to Section 205 of the Federal Power Act, 
which “gives a utility the right to file rates and terms for services rendered with its assets.”5  
Under Section 205, the Commission “plays ‘an essentially passive and reactive’ role”6 whereby 
it “can reject [a filing] only if it finds that the changes proposed by the public utility are not ‘just 
and reasonable.’”7  The Commission limits this inquiry “into whether the rates proposed by a 
utility are reasonable -- and [this inquiry does not] extend to determining whether a proposed rate 
schedule is more or less reasonable than alternative rate designs.”8  The revision “need not be the 
only reasonable methodology, or even the most accurate.”9  As a result, even if an intervenor or 
the Commission develops an alternative proposal, the Commission must accept this Section 205 
filing if it is just and reasonable.10   

III. DESCRIPTION AND RATIONALE FOR THE REGULATION MARKET 
DISPATCH CHANGES 

Background 

In 2011, the Commission issued Order No. 755 to address market design concerns 
involving the regulation markets in the organized wholesale power markets.11  Order No. 755 
requires, among other things, that regulation markets include: (1) separate clearing prices and 
payments for regulation capacity and service; (2) regulation service (or “mileage”) payments that 
reflect the amount of “movement” of each regulation resource in response to dispatch 
instructions, and; (3) the inclusion of energy market opportunity costs in the regulation capacity 
clearing price.  In 2013 the Commission accepted a new regulation market design for New 

4 Due to the joint nature of this filing, the Filing Parties respectfully request a waiver of Section 385.203 of the 
Commission’s regulations to allow the inclusion of more than two persons on the service list in this proceeding. 
5 Atlantic City Elec. Co. v. FERC, 295 F.3d 1, 9 (D.C. Cir. 2002).   
6 Id. at 10 (quoting City of Winnfield v. FERC, 744 F.2d 871, 876 (D.C. Cir. 1984).   
7 Id.  
8 City of Bethany v. FERC, 727 F.2d 1131, 1136 (D.C. Cir. 1984).   
9 Oxy USA, Inc. v. FERC, 64 F.3d 679, 692 (D.C. Cir. 1995).   
10 Cf. Southern California Edison Co., et al., 73 FERC ¶ 61,219 at 61,608 n.73 (1995) (“Having found the Plan to be 
just and reasonable, there is no need to consider in any detail the alternative plans proposed by the Joint Protesters.” 
(citing City of Bethany, 727 F.2d at 1136)).   
11 Frequency Regulation Compensation in the Organized Wholesale Power Markets, Order No. 755, 137 FERC ¶ 
61,064 (2011) (“Order No. 755”), reh’g denied, 138 FERC ¶ 61,123 (2012). 
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England that complies with Order No. 755.12  The new market is scheduled to be implemented 
on March 31, 2015.13 

Earlier this year, the ISO and NEPOOL submitted a filing in Docket No. ER14-1537 to 
make several changes to the new regulation market design and to implement the new design on 
May 21, 2014, several months earlier than originally planned. In the course of reviewing that 
filing, the Commission rejected all of the proposed changes14 and raised a concern about the 
ability of limited energy resources to participate in the new regulation market in a not unduly 
discriminatory manner.15  Specifically, the Commission expressed concern that, under the 
revised rules, only market participants with limited energy resources would be required to limit 
the amount of capacity they offer in order to avoid potential penalties for non-performance due 
to fading or drift.16  The Commission noted that this concern has been addressed in other regions 
in different ways, including the use of a method called active charge state management (used in 
the California, New York and MISO regions) and through the use of separate but coordinated 
AGC signals (as is used in the PJM region).17  Since the issuance of the May 20, 2014 Order, the 
ISO has been working with stakeholders to develop an approach to address the concerns raised 
by the Commission. 

The New Rule Changes 

The Filing Parties have adopted an approach for addressing the Commission’s concerns 
about the non-discriminatory participation of limited energy resources in the regulation market 
that relies on the use of separate but coordinated dispatch signals, as is used in the PJM region.  
This approach is reflected in revisions to Section III.14.6 of the market rules to provide an 
energy-neutral dispatch option for non-generation resources.18  The energy-neutral dispatch 
option works by sending dispatch instructions that result in dispatching an approximately equal 
amount of energy above and below the midpoint of a resource’s regulating range over a 
relatively short period of time (5-15 minutes).  The energy-neutral nature of this approach is 

12 ISO New England Inc. and New England Power Pool, Order on Proposed Tariff Revisions, 143 FERC ¶ 61,250 
(2013) (the “June 20, 2013 Order”).   The June 20 Order required the ISO to submit a compliance filing concerning 
the inclusion of inter-temporal opportunity costs in regulation market bids.  The ISO submitted the required 
compliance filing and it was accepted pursuant to a letter order issued on October 7, 2013. 
13 The ISO submitted a filing on August 1, 2014 in Docket No. ER12-1643 to extend the effective date of the new 
regulation market from October 1, 2014 to March 31, 2015.  The Commission has not yet acted on the filing. 
14 ISO New England Inc., Order Rejecting Proposed Tariff Changes, 147 FERC ¶ 61,135 (2014) (the “May 20, 2014 
Order”). 
15 May 20, 2014 Order at P 27. 
16 Id. at P 26. 
17 Id. at P 27. 
18 As the Commission recognized in Order No. 755, it is “appropriate to base a resource’s accuracy on how well it 
follows the dispatch signal and not on its contribution to correcting ACE.”  Order No. 755 at P 151.  See, also, 
Lowell Testimony at pp.7-8. 
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intended to eliminate the potential for limited energy storage-based regulation technologies to 
“fade” under certain circumstances.  This approach has been accepted by the Commission for use 
in the PJM region.19  The Lowell Testimony provides additional detail concerning the use of the 
energy-neutral dispatch method.20 

  The Regulation Market Dispatch Changes also include additional revisions to the 
previously-accepted rules to clarify certain provisions, correct errors and to conform the rules to 
the expected implementation of the energy market offer flexibility changes in December 2014.  
Each of these additional revisions is explained and supported in the Lowell Testimony.  As 
shown by the results of the stakeholder process discussed below in Section IV of this filing, all of 
the rule changes were unanimously supported by NEPOOL stakeholders, including most of those 
that are most affected by the implementation of the new regulation market. 

IV. STAKEHOLDER PROCESS 

The NEPOOL Markets Committee, at its September 3-4, 2014 meeting, voted to 
recommend NEPOOL Participants Committee support for the Regulation Market Dispatch 
Changes with no opposition and one abstention noted.21  Following Markets Committee 
consideration and recommendation of the changes, the matter was presented to the Participants 
Committee for its consideration and vote.  The Participants Committee, at its September 12, 
2014 meeting, voted unanimously to support the Regulation Market Dispatch Changes with no 
opposition and one abstention noted.22 

V. REQUESTED EFFECTIVE DATE 

The ISO requests an effective date for the Regulation Market Dispatch Changes of March 
31, 2015.  
   
VI. ADDITIONAL SUPPORTING INFORMATION 

Section 35.13 of the Commission’s regulations generally requires public utilities to file 
certain cost and other information related to an examination of traditional cost-of-service rates.23  
However, the Regulation Market Dispatch Changes does not involve traditional “rates,” and the 

19 PJM Interconnection, L.L.C., Order On Compliance Filing, 139 FERC ¶ 61,130 at P 43 (2012). 
20 Lowell Testimony at pp. 4-8. 
21 The one abstention at the Markets Committee was registered by Beacon Power, LLC (“Beacon Power”).  During 
the Markets Committee discussion, Beacon Power indicated that it generally supported the energy-neutral dispatch 
approach but that it would register an abstention because the ISO was not yet able to provide certain details 
concerning how the energy-neutral dispatch method would be implemented. 
22 Just like at the Markets Committee, the single abstention recorded at the Participants Committee was registered by 
Beacon Power. 
23 18 C.F.R. § 35.13 (2012). 
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Filing Parties are not traditional investor-owned utilities.  In light of these circumstances, the 
Filing Parties submit the following additional information in substantial compliance with 
relevant provisions of Section 35.13, and request a waiver of Section 35.13 of the Commission’s 
regulations to the extent the content or form deviates from the specific technical requirements of 
the regulations. 

35.13(b)(1) - Materials included herewith are as follows:  

♦ This transmittal letter; 

♦ Redlined substitute tariff sheets; 

♦ Clean substitute tariff sheets; 

♦ Testimony of Jonathan B. Lowell, Principal Analyst in the ISO’s Market 
Development Department, sponsored solely by the ISO;  

♦ List of governors, utility regulatory agencies in Connecticut, Maine, 
Massachusetts, New Hampshire, Rhode Island and Vermont, and other entities, to 
which a copy of this filing has been sent. 

35.13(b)(2) - The Filing Parties request that the revisions become effective March 31, 
2015.  

35.13(b)(3) - Pursuant to Section 17.11(e) of the Participants Agreement, Governance 
Participants are being served electronically rather than by paper copy.  The names and addresses 
of the Governance Participants are posted on the ISO’s website at http://www.iso-
ne.com/regulatory/ferc/nepool/gov_prtcpnts_eserved.pdf.  A copy of this transmittal letter and 
the accompanying materials have also been sent to the governors and electric utility regulatory 
agencies for the six New England states that comprise the New England Control Area, the New 
England Conference of Public Utility Commissioners, Inc., and to the New England States 
Committee on Electricity.  Their names and addresses are shown in the attached listing.  In 
accordance with Commission rules and practice, there is no need for the Governance Participants 
or the entities identified in the listing to be included on the Commission’s official service list in 
the captioned proceeding unless such entities become intervenors in this proceeding. 

35.13(b)(4) - A description of the materials submitted pursuant to this filing is contained 
in Section VI of this transmittal letter.  

35.13(b)(5) - The reasons for this filing are discussed in Section III of this transmittal 
letter. 

35.13(b)(6) - The ISO’s approval of the revisions is evidenced by this filing.  With 
respect to NEPOOL’s support, as noted in Section IV of this transmittal letter, the Regulation 
Market Dispatch Changes reflect the outcome of the Participant Processes required by the 
Participants Agreement, and is supported by the NEPOOL Participants Committee. 
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35.13(b)(7) - The Filing Parties do not have knowledge of any relevant expenses or costs 
of service that have been alleged or judged in any administrative or judicial proceeding to be 
illegal, duplicative, or unnecessary costs that are demonstrably the product of discriminatory 
employment practices. 

VII. CONCLUSION 

For the reasons stated herein, the Filing Parties respectfully request that the Commission 
accept the Regulation Market Dispatch Changes as filed, without condition, suspension, or 
hearing, to be effective as requested on March 31, 2015.   

Respectfully submitted, 
 

ISO NEW ENGLAND INC. 
 
By:  /s/ James H. Douglass  
James H. Douglass, Esq. 
ISO New England Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 
(413) 535-4000 

 
      Its Attorney 
 
 

NEPOOL PARTICIPANTS COMMITTEE 
 
By:  /s/ Sebastian M. Lombardi  
Sebastian M. Lombardi, Esq. 
Day Pitney LLP 
242 Trumbull Street 
Hartford, CT 06103 
(860) 275-0663 
 
Its Attorney 

 
 



 

III.13.7.   Performance, Payments and Charges in the FCM.  

During each month within each Capacity Commitment Period (“Obligation Month”), each resource that 

acquired or shed a Capacity Supply Obligation for that Capacity Commitment Period (or any portion 

thereof) will be subject to payments, charges, penalties and adjustments for such activity.  In addition, all 

resources with a Capacity Supply Obligation as of the beginning of the Obligation Month shall  have their 

performance measured throughout the month, based on the resource’s availability during any Shortage 

Events in the Obligation Month.  

 

In the event of a change in the Lead Market Participant for a resource that has a Capacity Supply 

Obligation, the Capacity Supply Obligation shall remain associated with the resource and the new Lead 

Market Participant for the resource shall be bound by all provisions of this Section III.13 arising from 

such Capacity Supply Obligation. The Lead Market Participant for the resource at the start of an 

Obligation Month shall be responsible for all payments and charges associated with that resource in that 

Obligation Month.  

 

III.13.7.1.   Performance Measures.  

 

III.13.7.1.1.   Generating Capacity Resources.  

During each Capacity Commitment Period, each Generating Capacity Resource having a Capacity Supply 

Obligation for that Capacity Commitment Period (or any portion thereof) will have its performance 

measured during each Obligation Month based on the resource’s availability during any  Shortage Events 

during the month.  

 

III.13.7.1.1.1.   Definition of Shortage Events.  

(a)  In all Capacity Zones,  any period of thirty or more contiguous minutes of Reserve Constraint 

Penalty Factor activation for Ten-Minute Non-Spinning Reserves shall be a Shortage Event.  

 

(b) Prior to June 1, 2017, in any Capacity Zone, any period of thirty or more contiguous minutes of 

Reserve Constraint Penalty Factor activation for the “minimum TMOR” requirement sub-category of the 

system-wide Thirty-Minute Operating Reserves requirement (described in Section III.2.7A(c)) when 

Action 2 under Operating Procedure No. 4 has also been implemented for the entire Capacity Zone shall 

also be a Shortage Event.  Beginning on June 1, 2017, in any Capacity Zone, any period of thirty or more 

contiguous minutes of Reserve Constraint Penalty Factor activation for the “minimum TMOR” 
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requirement sub-category of the system-wide Thirty-Minute Operating Reserves requirement (described 

in Section III.2.7A(c)) shall also be a Shortage Event. 

 

(c)  Prior to June 1, 2017, in an import-constrained Capacity Zone, as determined pursuant to Section 

III.13.2.3.4, a Shortage Event shall also be Action 2 under Operating Procedure No. 4, or any Operating 

Procedure No. 7 event, that is declared for the entire import-constrained Capacity Zone for thirty or more 

contiguous minutes and that is not also declared for the entire Rest-of-Pool Capacity Zone.   Beginning on 

June 1, 2017, in an import-constrained Capacity Zone, as determined pursuant to Section III.13.2.3.4, a 

Shortage Event shall also be any period of thirty or more contiguous minutes of Reserve Constraint 

Penalty Factor activation for the local Thirty-Minute Operating Reserves requirement (described in 

Section III.2.7A(c)) that is declared for the entire import-constrained Capacity Zone. 

 

(d)  In all cases, to be considered discrete Shortage Events, such events must be separated by at least 

2.5 hours. Events that would satisfy the definition of Shortage Events except that they are separated by 

less than 2.5 hours shall be considered a single Shortage Event with a duration equal to the sum of the 

lengths of the underlying events. There shall be no more than two Shortage Events per Capacity Zone per 

day. If there are more than two Shortage Events in a day, only the first two Shortage Events that occur 

will be recognized.  

 

(e)  For the purposes of Section III.13.7.1.1.1(d), Shortage Events that cross daily boundaries will be 

considered to occur on the day in which the Shortage Event was triggered. Availability during Shortage 

Events that cross monthly boundaries will be applied to the Obligation Month in which the Shortage 

Event was triggered.  

 

III.13.7.1.1.1.A  Shortage Event Availability Score.  

For each Shortage Event, the ISO shall calculate a Shortage Event Availability Score for each resource, as 

follows: For each hour containing any portion of the Shortage Event, the ISO shall multiply the resource’s 

hourly availability score by the number of minutes of the Shortage Event in that hour, and then divide the 

product by the total number of minutes in the Shortage Event. The resulting values for each hour shall 

then be added together to determine the resource’s Shortage Event Availability Score.  

 

III.13.7.1.1.2.   Hourly Availability Scores.  

The ISO shall calculate an availability score for each resource for each hour that contains any portion of a 

Shortage Event. A resource’s availability score for an hour, expressed as a percentage which may not 
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exceed 100 percent, shall be the sum of the resource’s available MW in that hour plus any adjustments 

pursuant to Section III.13.7.1.1.4 divided by the resource’s Capacity Supply Obligation.  In the event that 

there are no Shortage Event hours during a month, no availability penalties will be assessed.  

 

III.13.7.1.1.3.   Hourly Available MW.  

A resource’s available MW in each hour that contains any portion of a Shortage Event shall be 

determined pursuant to the provisions of this Section III.13.7.1.1.3, provided, however, that in no case 

shall a resource’s available MW in an hour exceed that resource’s CNR Capability (reduced by the hourly 

integrated delivered MW for any External Transaction sale or sales from that resource).  

 

(a)  For a resource that is on-line with a metered output greater than zero and following ISO dispatch 

instructions, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted 

or redeclared by the Lead Market Participant.  

 

 (b)  For a resource that is off-line with a metered output equal to zero and available for dispatch and 

following ISO dispatch instructions and has a cold notification time plus cold start time of thirty minutes 

or less, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted or 

redeclared by the Lead Market Participant.  

 

 (c)  For a resource that is off-line with a metered output equal to zero and available for dispatch and 

following ISO dispatch instructions and has a cold notification plus cold start-up time of less than or 

equal to 12 hours (16 hours, during the first five Capacity Commitment Periods for resources with 

notification plus start-up times greater than 12 hours as of June 16, 2006) and the output, up to the 

Capacity Supply Obligation, was competitively offered into the Energy Market (i.e., capacity from the 

listed portion of the resource was offered at or below the appropriate Reference Level plus applicable 

conduct thresholds) but was not committed by the ISO and was consequently unavailable within 30 

minutes, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted or 

redeclared by the Lead Market Participant.  

 

(d) For a resource that is off-line but not meeting the requirements of either Section III.13.7.1.1.3(b) 

or Section III.13.7.1.1.3(c), the available MW in an hour shall be zero. 

 

(e) For a resource that is on-line but not able to follow ISO dispatch instructions, the available MW 

in an hour shall be the resource’s metered output for the hour. 
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(f) Where a resource is not committed due to an outage or derate of transmission equipment within 

the New England Control Area, other than an outage or de-rate of transmission equipment that is 

controlled by the owner of the resource or that constitutes a radial lead to a resource in the New England 

Control Area (other than radial leads to Wyman 4 and Stony Brook), that resource’s available MW in an 

hour shall not be reduced as  result. Maine Independence Station shall be considered available when 

derated or not committed because of a transmission constraint. 

 

(g) Where a resource is denied a self-schedule request by the ISO and therefore was not available in 

the Real-Time Energy Market, that resource’s available MW in an hour shall not be reduced as a result. 

 

(h) Where a New Generating Capacity Resource that has cleared in the Forward Capacity Auction 

has completed construction but due to a planned transmission facility (e.g., a radial interconnection) not 

being in service is not able to achieve Commercial Operation and cannot conduct its capability audit by 

the first day of the Obligation Month, that resource’s available MW in an hour shall not be reduced as a 

result (i.e., the resource shall not be subject to an availability penalty as a result). 

 

(i)  Where a New Generating Capacity Resource that has cleared in the Forward Capacity Auction 

has completed construction but due to a planned transmission facility (e.g., a radial interconnection) not 

being in service is not able to achieve Commercial Operation, and is able to conduct a capability audit, 

that resource’s available MW in an hour shall not be reduced as a result (i.e., the resource shall not be 

subject to an availability penalty as a result).  

 

(j)  Where a resource is associated with one or more External Transaction sales submitted in 

accordance with Section III.1.10.7(f), that  resource will have its hourly available MW reduced by the 

hourly integrated delivered MW for the External Transaction sale or sales.  

 

III.13.7.1.1.4.   Availability Adjustments.  

 

(a)  A resource’s hourly availability score may be increased using a Supplemental Availability 

Bilateral as described in Section III.13.5.3. Where all of the requirements of Section III.13.5.3 are met, 

the amount of available MW from the Supplemented Capacity Resource during each hour of the Shortage 

Event will be increased by the amount of supplemental capacity specified in the Supplemental 

Availability Bilateral, provided, however, that only available capacity above the Supplemental Capacity 
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Resource’s Capacity Supply Obligation, if any, during each hour of the Shortage Event may be counted as 

supplemental capacity for the Supplemented Capacity Resource.  The sum of these amounts will be 

counted in determining the availability score of the Supplemented Availability Resource for the Shortage 

Event.  

 

(b)  A resource’s hourly availability score may be increased when an asset associated with the 

resource is on a planned outage that was approved in the ISO’s annual maintenance scheduling process. 

Market Participants may indicate when submitting a planned outage request that the outage is to be 

considered exempt as described in ISO New England Operating Procedure No. 5.  In such cases the 

associated resource’s hourly available MWs may be increased by an amount up to the outage MWs 

requested, provided that the resource has not exceeded the maintenance allotment hour limit regarding 

exempt approved planned outages at the time of the Shortage Event as described in the ISO New England 

Manuals.  In the case of a Settlement Only Resource, a planned outage scheduled in either December or 

January or during the period June 1 through September 15 may not be used to increase the resource’s 

hourly availability score as described in this subsection. 

 

III.13.7.1.1.5.   Poorly Performing Resources.  

Prior to the Forward Capacity Auction qualification process, the ISO shall determine whether a resource 

meets the following two criteria:  in the most recent four consecutive Capacity Commitment Periods or 

the most recent 4 years in which the resource assumed a Capacity Supply Obligation: (a) the resource 

received 3 annual availability scores of less than or  equal to 40 percent; and (b) the resource has failed to 

be available in its entirety during ten or more Shortage Events during that same period.  The annual 

availability score for each Capacity Commitment Period shall be equal to the average of all availability 

scores as calculated for each hour during each Shortage Event. If both of these criteria are met, the 

resource shall be considered a Poorly Performing Resource and shall not be eligible to participate in any 

subsequent Forward Capacity Auctions, and may not assume an obligation through the reconfiguration 

auctions, or Capacity Supply Obligation Bilaterals until it either achieves an availability score of 60 

percent or higher in three consecutive Capacity Commitment Periods or 3 consecutive years, or 

demonstrates to the ISO that the reasons for the inadequate availability scores have been remedied.  For 

the purposes of determining whether a resource is a Poorly Performing Resource, its availability score 

while it is de-listed shall not be considered.  For the purposes of returning from poorly performing status, 

the ISO, at the request of the resource owner, may consider performance while de-listed, but in no case 

shall the ISO use non-consecutive years for evaluating a resource’s performance.  
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III.13.7.1.2.   Import Capacity.  

The performance of an Import Capacity Resource with a Capacity Supply Obligation will be measured 

during Shortage Events as defined in Section III.13.7.1.1.1.  An Import Capacity Resource’s Shortage 

Event Availability Score and hourly availability score shall be calculated in the manner described in 

Section III.13.7.1.1.1.A and III.13.7.1.1.2, respectively (with the hourly availability score adjusted 

pursuant to Section III.13.7.1.2.1, as appropriate).  An Import Capacity Resource’s available MW in each 

hour that contains any portion of a Shortage Event shall be determined as follows:  

 

(a)  Where the corresponding External Transactions are delivering energy in accordance with ISO 

dispatch instructions, the resource’s available MW in the hour shall be equal to the MW associated with 

the External Transactions, as submitted by the Market Participant.  

 

(b)  Where the corresponding External Transactions have been offered in accordance with the 

provisions of Section III.13.6.1.2 and is not delivering energy during the hour because the ISO has not 

requested dispatch of the transaction, the resource’s available MW in the hour shall be equal to the MW 

associated with the External Transactions, as submitted by the Market Participant.    

 

(c)  Where the corresponding External Transactions have not been offered in accordance with the 

provisions of Section III.13.6.1.2 or have been offered in accordance with the provisions of Section 

III.13.6.1.2 and are not delivering energy during the hour despite ISO requested dispatch of the 

transaction, the resource’s available MW in the hour shall be zero.  

 

(d)  Where the Import Capacity Resource was offered in accordance with the provisions of Section 

III.13.6.1.2 but cannot make Real-Time deliveries of energy because the relevant external interface is 

already flowing at its Total Transfer Capability into New England in Real-Time, the resource’s available 

MW in the hour shall be equal to the MW associated with the External Transactions, as submitted by the 

Market Participant.   

 

III.13.7.1.2.1.   Availability Adjustments.  

The hourly availability score of an Import Capacity Resource that qualified as being backed by a single 

External Resource may be increased when the associated External Resource is on a planned outage in the 

same manner as described in Section III.13.7.1.1.4(b).  

 

III.13.7.1.3.    Intermittent Power Resources.  
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The performance measure for Intermittent Power Resources, including Intermittent Settlement Only 

Resources will be included in the determination of their summer and winter Qualified Capacity as 

described in Section III.13.1.1.2.2.6 and Section III.13.1.2.2.2.    

 

III.13.7.1.4.   Settlement Only Resources.  

 

III.13.7.1.4.1.   Non-Intermittent Settlement Only Resources.  

A Non-Intermittent Settlement Only Resource’s Shortage Event Availability Score and hourly availability 

score shall be calculated in the manner described in Section III.13.7.1.1.1.A and III.13.7.1.1.2, 

respectively.  Its available MW in an hour of a Shortage Event shall be the resource’s metered output for 

the hour.  

 

III.13.7.1.4.2.   Intermittent Settlement Only Resources.  

The performance measure for Intermittent Settlement Only Resources will be included in the 

determination of their summer and winter Qualified Capacity as described in Section III.13.1.1.2.2.6 and 

Section III.13.1.2.2.2.  

 

III.13.7.1.5.    Demand Resources.  

 

III.13.7.1.5.1.    Capacity Values of Demand Resources.  

The Capacity Value of a Demand Resource for an Obligation Month shall be its Demand Reduction 

Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the summer Installed 

Capacity Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO 

for the Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the 

Demand Resource clears, multiplied by one plus the percent average avoided peak transmission and 

distribution losses used by the ISO in its calculations of the Installed Capacity Requirement for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears. Beginning with the Capacity Commitment Period starting June 1, 2012 the Capacity 

Value of a Demand Resource for an Obligation Month shall be its Demand Reduction Value for the 

month as determined pursuant to Section III.13.7.1.5.3 multiplied by one plus the percent average avoided 

peak transmission and distribution losses used to calculate the Installed Capacity Requirement for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears. For the first Forward Capacity Auction, the value of the Installed Capacity Requirement 
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divided by the 50/50 summer system peak load forecast shall be 1.143, and one plus the percent average 

avoided peak transmission and distribution losses shall be 1.08.  

 

III.13.7.1.5.1.1.   Special Provisions for Demand Resources that Cleared in the First through 

Seventh Forward Capacity Auctions in which Project Sponsor Elected to 

have its Capacity Supply Obligation and Capacity Clearing Price Apply for 

Multiple Capacity Commitment Periods.  

For a Demand Resource that cleared in the Forward Capacity auction for the Capacity Commitment 

Period beginning June 1, 2010 in which the Project Sponsor elected to have its Capacity Supply 

Obligation and Capacity Clearing Price continue to apply after the Capacity Commitment Period 

beginning June 1, 2010, the Capacity Value of that Demand Resource for an Obligation Month shall be its 

Demand Reduction Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the 

product of 1.143 and 1.08. For a Demand Resource that cleared in the Forward Capacity Auction for the 

Capacity Commitment Period beginning June 1, 2011 in which the Project Sponsor elected to have its 

Capacity Supply Obligation and Capacity Clearing Price continue to apply after the Capacity 

Commitment Period beginning June 1, 2011, the Capacity Value of that Demand Resource for an 

Obligation Month shall be its Demand Reduction Value for the month as determined pursuant to Section 

III.13.7.1.5.3 multiplied by the product of 1.161 and 1.08. For a Demand Resource that cleared in the 

Forward Capacity Auction for any of the Capacity Commitment Periods beginning June 1, 2012 through 

the Capacity Commitment Period beginning in which the Project Sponsor elected to have its Capacity 

Supply Obligation and Capacity Clearing Price continue to apply in a future Capacity Commitment 

Period, the Capacity Value of that Demand Resource for an Obligation Month shall be its Demand 

Reduction Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the product 

of 1.08. This special provision shall cease to apply once the period elected by the Project Sponsor to have 

its Capacity Supply Obligation and Capacity Clearing Price continue to apply after the Capacity 

Commitment Period associated with the Forward Capacity Auction in which its Demand Resource offer 

cleared has expired.  

 

III.13.7.1.5.2.    Capacity Values of Certain Distributed Generation.  

For those Distributed Generation resource assets that are capable of generating energy in excess of the 

facility load and capable of delivering the excess generation to the power grid, if across Demand 

Resource On-Peak Hours, Demand Resource Seasonal Peak Hours, Real-Time Demand Response Event 

Hours, or Real-Time Emergency Generation Event Hours, as appropriate, a Distributed Generation 

resource asset’s monthly average hourly output is greater than the monthly average hourly load of the 
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end-use customer to which the resource is directly connected, the Capacity Value of the portion of output 

exceeding the customer’s load for the month will be the Demand Reduction Value for that portion of the 

output. No average avoided peak transmission and distribution losses shall be applied to Net Supply 

associated with a Demand Response Asset, Demand Response Resource, or Demand Response Capacity 

Resource. 

 

III.13.7.1.5.3.   Demand Reduction Values.  

A Demand Reduction Value is a quantity of reduced demand produced by a Demand Resource and is 

calculated pursuant to Section III.13.7.1.5.4, III.13.7.1.5.5, III.13.7.1.5.6, III.13.7.1.5.7 and III.13.7.1.5.8.  

 

III.13.7.1.5.4.   Calculation of Demand Reduction Values for On-Peak Demand Resources.  

Monthly Demand Reduction Values shall be established for the months of June, July, August, December, 

and January and seasonal Demand Reduction Values for the remaining calendar months. The monthly 

Demand Reduction Value of On-Peak Demand Resources shall be equal to its Average Hourly Load 

Reduction or Average Hourly Output over Demand Resource On-Peak Hours in the month.  

 

III.13.7.1.5.4.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of On-Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of June, July and 

August. The summer seasonal Demand Reduction Value shall apply to the months of September, 

October, November, April and May.  

 

III.13.7.1.5.4.2.  Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of On-Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of December and 

January. The winter seasonal Demand Reduction Value shall apply to the months of February and March.  

 

III.13.7.1.5.5.  Calculation of Demand Reduction Values for Seasonal Peak Demand 

Resources.  

Monthly Demand Reduction Values shall be established for the months of June, July, August, December, 

and January and seasonal Demand Reduction Values for the remaining calendar months. The monthly 

Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to its Average Hourly Load 

Reduction or Average Hourly Output over Demand Resource Seasonal Peak Hours in the month. If there 

are no Demand Resource Seasonal Peak Hours in the months of July, August, or January, the Demand 
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Reduction Value for those months shall be equal to:  (i) the Demand Reduction Value established for the 

previous month if the previous month’s Demand Reduction Value was calculated using Seasonal Peak 

Hours or (ii) the Seasonal DR Audit results if the Demand Reduction Value for the previous month was 

not calculated using Seasonal Peak Hours.  If there are no Demand Resource Seasonal Peak Hours in the 

months of June or December, the Demand Reduction Value of that resource for those months shall be 

equal to (i) the first applicable seasonal audit, if conducted in that month, or (ii) where there was no audit 

conducted in the month, the applicable previous seasonal Demand Reduction Value. 

 

III.13.7.1.5.5.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to 

the simple average of its monthly Demand Reduction Values in the most recent months of June, July and 

August. This summer seasonal Demand Reduction Value will apply to the months of September, October, 

November, April and May.  

 

III.13.7.1.5.5.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of December and 

January. This winter seasonal Demand Reduction Value will apply to the months of February and March.  

 

III.13.7.1.5.6.   [Reserved.]  

 

III.13.7.1.5.6.1.   [Reserved.] 

 

III.13.7.1.5.6.2.   [Reserved.] 

 

III.13.7.1.5.7.    Demand Reduction Values for Real-Time Demand Response Resources.  

Demand Reduction Values are determined on a monthly basis. For the months of June, July, August, 

December, and January, the Demand Reduction Value of a Real-Time Demand Response Resource is the 

simple average of its Hourly Calculated Demand Resource Performance Values in the month.  

 

If there are no Real-Time Demand Response Event Hours for a Real-Time Demand Response Resource in 

the months of July, August, or January, the Demand Reduction Value of that resource for those months 

shall be equal to (i) the Demand Reduction Value established for the previous month if the previous 

month’s Demand Reduction Value was calculated using Real-Time Demand Response Event Hours or (ii) 
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the sum of the audit values of the assets mapped to the Real-Time Demand Response Resource in that 

month if the Demand Reduction Value for the previous month was not calculated using Real-Time 

Demand Response Event Hours.  If there are no Real-Time Demand Response Event Hours for a Real-

Time Demand Response Resource in the months of June or December the Demand Reduction Value of 

that resource for those months shall be equal to (i) the first applicable seasonal audit, if conducted in that 

month, or (ii) the sum of the audit values of the assets mapped to the Real-Time Demand Response 

Resource in that month.  

 

III.13.7.1.5.7.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of a Real-Time Demand Response Resource for 

September, October, November, April and May shall be equal to (i) the simple average of its Demand 

Reduction Values in the most recent months of June, July and August if there are no Real-Time Demand 

Response Event Hours in the month or (ii) the simple average of (a) the simple average of its Demand 

Reduction Values in the most recent months of June, July and August and (b) its Demand Reduction 

Value, established using the method specified in Section III.13.7.1.5.7, across the Real-Time Demand 

Response Event Hours in the month if there are Real-Time Demand Response Event Hours in the month.  

 

III.13.7.1.5.7.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of a Real-Time Demand Response Resource for February 

and March shall be equal to (i) the simple average of its Demand Reduction Values in the most recent 

months of December and January if there are no Real-Time Demand Response Event Hours in the month 

or (ii) the simple average of (a) the simple average of its Demand Reduction Value in the most recent 

months of December and January and (b) its Demand Reduction Value, established using the method 

specified in Section III.13.7.1.5.7, across the Real-Time Demand Response Event Hours in the month if 

there are Real-Time Demand Response Event Hours in the month.  

 

III.13.7.1.5.7.3.   Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Demand Response Resources.  

The Hourly Calculated Demand Resource Performance Value shall be computed for each Real-Time 

Demand Response Resource receiving a Dispatch Instruction for a Real-Time Demand Response Event 

Hour. The Hourly Calculated Demand Resource Performance Value shall be computed as (i) the Real-

Time Demand Response Resource’s Capacity Supply Obligation, divided by (ii) the summer Installed 

Capacity Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO 

for the Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the 
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Demand Resource clears, divided by (iii) one plus the percent average avoided peak transmission and 

distribution losses used in the calculation of the Installed Capacity Requirement for the Forward Capacity 

Auction immediately preceding the Forward Capacity Auction in which the Demand Resource clears, and 

multiplied by (iv) one plus the quotient of Hourly Real-Time Demand Response Resource Deviation and 

the amount of load reduction or output that the Market Participant with the resource was instructed to 

produce from that resource pursuant to Dispatch Instructions.  

 

III.13.7.1.5.7.3.1.  Determination of the Hourly Real-Time Demand Response Resource 

Deviation.  

An Hourly Real-Time Demand Response Resource Deviation shall be calculated for each Real-Time 

Demand Response Resource as the difference between the Average Hourly Load Reduction or Average 

Hourly Output of the Real-Time Demand Response Resource and the amount of load reduction or output 

that the Market Participant with the resource was instructed in the Dispatch Instruction to produce in the 

Real-Time Demand Response Event Hour. The calculation of the Hourly Real-Time Demand Response 

Resource Deviation shall be determined in a manner that reflects that Real-Time Demand Response 

Resources are allowed 30 minutes from the beginning of the first Real-Time Demand Response Event 

Hour in consecutive Real-Time Demand Response Event Hours in a Dispatch Instruction for the same 

Operating Day to achieve the load reduction amount indicated in the Dispatch Instruction when such 

resources are dispatched in response to Real-Time Demand Resource Dispatch Hours. The Total Negative 

Hourly Demand Resource Deviations for each hour shall be calculated as the absolute value of the sum of 

the negative Hourly Real-Time Demand Response Resource Deviations and negative Hourly Real-Time 

Emergency Generation Deviations from all Real-Time Demand Response Resources and Real-Time 

Emergency Generation Resources receiving Dispatch Instructions in the same hour in the same Load 

Zone or, starting on June 1, 2011, in the same Dispatch Zone. The Total Positive Hourly Demand 

Resource Deviations for each hour shall be calculated as the sum of the positive Hourly Real-Time 

Demand Response Resource Deviations and positive Hourly Real-Time Emergency Generation 

Deviations from all Real-Time Demand Response Resources and Real-Time Emergency Generation 

Resources receiving Dispatch Instructions in the same hour in the same Load Zone or, starting on June 1, 

2011, in the same Dispatch Zone. If the Hourly Real-Time Demand Response Resource Deviation is 

greater than zero in any Real-Time Demand Response Event Hour, the Hourly Real-Time Demand 

Response Resource Deviation shall be multiplied by the lesser of: (i) one, or; (ii) the ratio of the Total 

Negative Hourly Demand Resource Deviations divided by the Total Positive Demand Resource 

Deviations in the same Load Zone in the hour or, starting on June 1, 2011, in the same Dispatch Zone in 

the hour.  
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III.13.7.1.5.8.   Demand Reduction Values for Real-Time Emergency Generation Resources.  

Demand Reduction Values shall be determined on a monthly basis. For the months of June, July, August, 

December, and January, the Demand Reduction Value of a Real-Time Emergency Generation Resource 

shall be the simple average of its Hourly Calculated Demand Resource Performance Values in the month. 

  

If there are no Real-Time Emergency Generation Event Hours for a Real-Time Emergency Generation 

Resource in the months of July, August, or January, the Demand Reduction Value for those months shall 

be equal to (i) the Demand Reduction Value established for the previous month if the previous months 

Demand Reduction Value was calculated using Real-Time Emergency Generation Event Hours or (ii) the 

sum of the audit values of the assets mapped to the Real-Time Emergency Generation Resouce in that 

month if the Demand Reduction Value  for the previous month was not calculated using Real-Time 

Emergency Generation Event Hours.  If there are no Real-Time Emergency Generation Event Hours for a 

Real-Time Emergency Generation Resource in the months of June or December, the Demand Reduction 

Value of that resource for those months shall be equal to (i) the first applicable seasonal audit, if 

conducted in that month, or (ii) the sum of the audit values of the assets mapped to the Real-Time 

Emergency Generation Resouce in that month.  

 

III.13.7.1.5.8.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value for the months of September, October, November, April 

and May shall be equal to the simple average of the Demand Reduction Values in the most recent months 

of June, July and August if there are no Real-Time Emergency Generation Event Hours in the month. If 

there are Real-Time Emergency Generation Event Hours in the months of September, October, 

November, April or May, the Demand Reduction Value shall be equal to the Demand Reduction Value, 

established using the method specified in Section III.13.7.1.5.8, during all the Real-Time Emergency 

Generation Event Hours in the month.  

 

III.13.7.1.5.8.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value for the months of February and March shall be equal to the 

simple average of the Demand Reduction Values in the most recent months of December and January if 

there are no Real-Time Emergency Generation Event Hours in the month. If there are Real-Time 

Emergency Generation Event Hours in the months of February or March, the Demand Reduction Value 

shall be equal to the Demand Reduction Value, established using the method specified in Section 

III.13.7.1.5.8 during all the Real-Time Emergency Generation Event Hours in the month.  
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III.13.7.1.5.8.3.   Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Emergency Generation Resources.  

The Hourly Calculated Demand Resource Performance Value shall be computed for each Real-Time 

Emergency Generation Resource receiving a Dispatch Instruction for a Real-Time Emergency Generation 

Event Hour. The Hourly Calculated Demand Resource Performance Value shall be computed as (i) the 

Real-Time Emergency Generation Resource’s Capacity Supply Obligation, divided by (ii) the summer 

Installed Capacity Requirement divided by the 50/50 summer system peak load forecast for the Forward 

Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand Resource 

clears, divided by (iii) one plus the percent average avoided peak transmission and distribution losses 

used in the calculation of the Installed Capacity Requirement for the Forward Capacity Auction 

immediately preceding the Forward Capacity Auction in which the Demand Resource clears, and 

multiplied by (iv) one plus the quotient of Hourly Real-Time Emergency Generation Resource Deviation 

and the amount of load reduction or output that the Market Participant with the resource was instructed to 

produce from that resource pursuant to Dispatch Instructions.  

 

III.13.7.1.5.8.3.1.  Determination of the Hourly Real-Time Emergency Generation Resource 

Deviation.  

An Hourly Real-Time Emergency Generation Resource Deviation shall be calculated for each Real-Time 

Emergency Generation Resource as the difference between the Average Hourly Output or Average 

Hourly Load Reduction of the Real-Time Emergency Generation Resource and the amount of output that 

the Market Participant with the resource was instructed in the Dispatch Instruction to produce in the Real-

Time Emergency Generation Event Hour. The calculation of the Hourly Real-Time Emergency 

Generation Resource Deviation shall be determined in a manner that reflects that Real-Time Emergency 

Generation Resources are allowed 30 minutes from the beginning of the first Real-Time Emergency 

Generation Event Hour in consecutive Real-Time Emergency Generation Event Hours in a Dispatch 

Instruction for the same Operating Day to achieve the load reduction amount indicated in a Dispatch 

Instruction. The Total Negative Hourly Demand Resource Deviations for each hour shall be calculated as 

the absolute value of the sum of the negative Hourly Real-Time Demand Response Resource Deviations 

and negative Hourly Real-Time Emergency Generation Deviations from all Real-Time Demand Response 

Resources and Real-Time Emergency Generation Resources receiving Dispatch Instructions in the same 

hour in the same Load Zone or, starting on June 1, 2011, in the same Dispatch Zone. The Total Positive 

Hourly Demand Resource Deviations for each hour shall be calculated as the sum of the positive Hourly 

Real-Time Demand Response Resource Deviations and positive Hourly Real-Time Emergency 
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Generation Deviations from all Real-Time Demand Response Resources and Real-Time Emergency 

Generation Resources receiving Dispatch Instructions in the same hour in the same Load Zone or, starting 

on June 1, 2011, in the same Dispatch Zone. If the Hourly Real-Time Emergency Generation Resource 

Deviation is greater than zero in any Real-Time Emergency Generation Event Hour, the Hourly Real-

Time Emergency Generation Resource Deviation shall be multiplied by the lesser of: (i) one, or; (ii) the 

ratio of the Total Negative Hourly Demand Resource Deviations divided by the Total Positive Demand 

Resource Deviations in the same Dispatch Zone in the hour.  

 

III.13.7.1.5.9.  Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Demand Response Resources and Real-Time Emergency 

Generation Resources Starting with the Capacity Commitment Period 

beginning June 1, 2012.  

Starting with the Capacity Commitment Period beginning June 1, 2012, the divisor described in (ii) of 

Sections III.13.7.1.5.7.3 and III.13.7.1.5.8.3, which is equal to the summer Installed Capacity 

Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears, shall be eliminated from the determination of Hourly Calculated Demand Resource 

Performance Values, with the exception of Demand Resources that cleared in the Forward Capacity 

Auctions for the Capacity Commitment Periods beginning June 1, 2010 and June 1, 2011 in which the 

Project Sponsor elected to have its Capacity Supply Obligation and Capacity Clearing Price continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which its 

Demand Resource offer cleared. For Demand Resources with such multi-year Capacity Supply 

Obligations the divisor described in (ii) of Sections III.13.7.1.5.7.3 and III.13.7.1.5.8.3 shall continue to 

apply until the period elected by the Project Sponsor to have its Capacity Supply Obligation and Capacity 

Clearing Price continue to apply after the Capacity Commitment Period associated with the Forward 

Capacity Auction in which its Demand Resource offer cleared has expired.  

 

III.13.7.1.5.10.  Demand Response Capacity Resources. 

The performance of a Demand Response Capacity Resource with a Capacity Supply Obligation will be 

measured during Shortage Events as defined in Section III.13.7.1.1.1.  A Demand Response Capacity 

Resource’s Shortage Event Availability Score and hourly availability score shall be calculated in the 

manner described in Section III.13.7.1.1.1.A and III.13.7.1.1.2, respectively (with the hourly availability 

score adjusted pursuant to Section III.13.7.1.2.1).  For the portion associated with the ability to reduce 

demand, availability for Demand Response Capacity Resources would be adjusted for average avoided 
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peak transmission and distribution losses as described in Section III.13.7.1.5.1 and Section 

III.13.7.1.5.1.1.  For the portion associated with the ability to provide Net Supply, availability for 

Demand Response Capacity Resources would not be adjusted for average avoided peak transmission and 

distribution losses. 

 

III.13.7.1.5.10.1 Hourly Available MW. 

A Demand Response Capacity Resource’s available MW in each hour that contains any portion of a 

Shortage Event shall be determined based upon the sum of its associated Demand Response Resources as 

follows, provided, that in no case shall a Demand Response Capacity Resource’s available MW in an 

hour exceed that resource’s Qualified Capacity from the Forward Capacity Auction for the current 

Capacity Commitment Period per Section III.13.1.4.1.  For purposes of the following calculations, when 

the output of a Real-Time Emergency Generation Asset exceeds the Demand Response Baseline, adjusted 

pursuant to Section III.8B.5, of a Demand Response Asset located at the same Retail Delivery Point and 

Net Supply is produced, any Net Supply of a Net Supply Generator Asset located at the same Retail 

Delivery Point, hourly Desired Dispatch Point and Economic Maximum Limit of the Net Supply 

Generator Asset, shall be reducted by the difference between the Real-Time Emergency Generation 

Asset’s output and the adjusted Demand Response Baseline of the Demand Response Asset. 

 

(a) For a Demand Response Resource that reduces demand and is following Dispatch Instructions 

and for any associated Net Supply Generator Assets that are following Dispatch Instructions  where the 

total Desired Dispatch Point for the Demand Response Resource and the associated Net Supply Generator 

Assets is less than (the Maximum Reduction plus the Economic Maximum Limit for any associated 

available Net Supply Generator Assets) and greater than or equal to the Minimum Reduction, the 

available MW in an hour shall be the greater of (the resource’s Real-Time Demand Reduction Obligation 

plus the Net Supply for any associated available Net Supply Generator Assets) and the lesser of (the 

resource’s Demand Response Baseline as adjusted pursuant to Section III.8B.5 plus the Economic 

Maximum Limit for any associated available Net Supply Generator Assets), the resource’s Hourly 

Adjusted Audited Demand Reduction, or (the resource’s Maximum Reduction as submitted or redeclared 

by the Lead Market Participant for the resource plus the Economic Maximum Limit for any associated 

available Net Supply Generator Assets as submitted or redeclared by the Lead Market Participant). 

 

(b) For a Demand Response Resource that reduces demand and is following Dispatch Instructions 

and for any associated Net Supply Generator Assets that are following Dispatch Instruction where the 

total Desired Dispatch Point for the Demand Response Resource and the associated Net Supply Generator 

Page 16 



Assets is equal to Maximum Reduction plus the Economic Maximum Limit for any associated available 

Net Supply Generator Assets) or (Maximum Reduction plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets equals Minimum Reduction plus Economic Minimum 

Limit for any associated available Net Supply Generator Assets) or total Desired Dispatch Point for the 

Demand Response Resource and the associated Net Supply Generator Assets is less than the Minimum 

Reduction plus Economic Minimum Limit for any associated available Net Supply Generator Assets, the 

available MW in an hour shall be the resource’s Real-Time Demand Reduction Obligation plus any 

associated Net Supply. 

 

(c) For a Demand Response Resource that has reduced demand or any associated Net Supply 

Generator Assets have been dispatch but are not responding to Dispatch Instructions where the Real-Time 

Demand Reduction Obligation plus any associated Net Supply is less than the total Desired Dispatch 

Point for the Demand Response Resource and the associated Net Supply Generator Assets, the available 

MW in an hour shall be the resource’s Real-Time Demand Reduction Obligation plus any associated Net 

Supply for the hour. 

 

(d) For a Demand Response Resource that has reduced demand or any associated Net Supply 

Generator Assets that have been dispatch but are not responding to Dispatch Instructions where the Real-

Time Demand Reduction Obligation is greater than the total Desired Dispatch Point for the Demand 

Response Resource and the associated Net Supply Generator Assets, the available MW in an hour shall be 

the lesser of the resource’s Real-Time Demand Reduction Obligation plus any associated Net Supply and 

Hourly Adjusted Audited Demand Reduction for the hour. 

 

(e) For a Demand Response Resource that is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Offered Full Reduction Time (adjusted for the 

Audited Demand Reduction) and an Audited Full Reduction Time (adjusted for the Maximum Reduction 

and Economic Maximum Limit for any associated available Net Supply Generator Assets) of thirty 

minutes or less, the available MW in an hour shall be the lesser of (the lesser of (the resource’s Maximum 

Reduction, as submitted or redeclared by the Lead Market Participant, and Actual Load) plus the sum of 

the Economic Maximum Limits for any associated available Net Supply Generator Assets as submitted or 

redeclared by the Lead market Participant) or Hourly Adjusted Audited Demand Reduction. 

 

(f) For a Demand Response Resource that is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Audited Full Reduction Time (adjusted for the 
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Maximum Reduction and Economic Maximum Limit for any associated available Net Supply Generator 

Assets as submitted or redeclared by the Lead Market Participant) or Offered Full Reduction Time 

(adjusted for the Audited Demand Reduction) greater than thirty minutes and less than or equal to 12 

hours, the available MW shall be zero unless the duration of the Shortage Event exceeds the Audited Full 

Reduction Time (adjusted for the Maximum Reduction and Economic Maximum Limit for any associated 

available Net Supply Generator Assets) and Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction), in which case the available MW in an hour shall be the lesser of (the lesser of (the 

resource’s Maximum Reduction, as submitted or redeclared by the Lead Market Participant, the 

resource’s Actual Load plus Economic Maximum Limits for any associated available Net Supply 

Generator Assets as submitted or redeclared by the Lead Market Participant or the resource’s Hourly 

Adjusted Audited Demand Reduction time weighted to reflect the portion of the hour in which the 

Demand Response Resource Notification Time and Demand Response Resource Start-Up Time exceeded 

the Shortage Event duration. 

 

(g) For a Demand Response Resource that (i) is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Audited Full Reduction Time (adjusted for the 

Maximum Reduction plus Economic Maximum Limit for any associated available Net Supply Generator 

Assets) or Offered Full Reduction Time (adjusted for the Audited Demand Reduction) greater than 12 

hours or (ii) is unavailable to reduce demand, the available MW shall be zero. 

 

III.13.7.1.5.10.1.1 Adjusted Audited Demand Reduction. 

A Demand Response Resource’s Adjusted Audited Demand Reduction shall be determined as follows.  

For purposes of these calculations, when the output of a Real-Time Emergency Generation Asset exceeds 

the Demand Response Baseline, adjusted pursuant to Section III.8B.5 of a Demand Response Asset 

located at the same Retail Delivery Point and Net Supply is produced, the Economic Maximum Limit of 

the Net Supply Generator Asset at the same location shall be reduced by the difference between the Real-

Time Emergency Generation Asset’s output and the adjusted Demand Response Baseline of the Demand 

Response Asset: 

 

(a) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) equal to its Audited Full Reduction Time (adjusted for the Maximum Reduction plus 

Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction set equal to the resource’s Audited Demand Reduction. 
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(b) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) greater than its Audited Full Reduction Time (adjusted for the Maximum Reduction 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction calculated as: 

 

 ((the Audited Full Reduction Time adjusted for the (Maximum Reduction plus Economic 

Maximum Limit for any associated available Net Supply Generator Assets)) divided by (the Offered Full 

Reduction Time adjusted for the Audited Demand Reduction)) multiplied by the lesser of (the Audited 

Demand Reduction or (Maximum Reduction as submitted or redeclared by the Lead Market Participant 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets)).  

 

(c) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) less than its Audited Full Reduction Time (adjusted for the Maximum Reduction 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction calculated as: 

 

 ((the Offered Full Reduction Time adjusted for the Audited Demand Reduction) divided by (the 

Audited Full Reduction Time adjusted for the (Maximum Reduction plus Economic Maximum Limit for 

any associated available Net Supply Generator Assets))) multiplied by the lesser of (the Audited Demand 

Reduction or (Maximum Reduction as submitted or redeclared by the Lead Market Participant plus 

Economic Maximum Limit for any associated available Net Supply Generator Assets)). 

 

III.13.7.1.5.10.1.2 Hourly Adjusted Audited Demand Reduction. 

The Hourly Adjusted Audited Demand Reduction shall be calculated as the time weighted average of the 

Adjusted Audited Demand Reduction and Audited Demand Reduction for the period the resource was 

dispatched. 

 

III.13.7.1.5.10.2 Availability Adjustments. 

The hourly availability score of a Demand Response Capacity Resource shall be increased in the same 

manner as described in Section III.13.7.1.1.4(a).  The hourly availability score of a Demand Response 

Capacity Resource comprised of an aggregation of one or more Demand Response Resources shall be 

adjusted as described in Section III.13.7.1.1.4(b).  In the case of Demand Response Resources comprised 

of an aggregation of one or more Demand Response Assets with a demand reduction and any Net Supply 
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of less than 5 MW achieved by the asset in the most recent seasonal audit of the associated Demand 

Response Capacity Resource, a planned outage of the equipment used to produce the demand reduction  

scheduled in either December or January or during the period June 1 through September 15 may not be 

used to increase the resource’s hourly availability score as described in Section III.13.7.1.1.4(b). 

 

In addition, the hourly availability score of a Demand Response Capacity Resource shall be increased as 

described in this subsection: 

 

(a) A Demand Response Capacity Resource’s hourly availability score shall be increased, subject to 

verification by the ISO, when one or more Demand Response Assets of a Demand Response Resource 

associated with the Demand Response Capacity Resource is on a forced curtailment or scheduled 

curtailment. 

 

(i) A forced curtailment can be submitted to the ISO as described in the ISO New England 

Manuals for any reductions in demand that occur as a result of actions outside the control of the 

Demand Response Asset that is subject to the forced curtailment.  The forced curtailment can be 

submitted or revised during the resettlement process and cannot exceed the demand reduction 

achieved by the Demand Response Asset in the most recent seasonal audit of the associated 

Demand Response Capacity Resource. 

(ii) A scheduled curtailment must be submitted to the ISO at least 15 days ahead of the start 

of the curtailment to be eligible for an adjustment for any reductions in load that are the result of 

a scheduled plant shutdown or maintenance of energy consuming equipment.  The scheduled 

curtailment cannot exceed the demand reduction achieved by the Demand Response Asset in the 

most recent seasonal audit of the associated Demand Response Capacity Resource.  Scheduled 

curtailments must be a minimum of a single calendar day, and shall not exceed a total of 14 

calendar days per Capacity Commitment Period. 

 

(b) The sum of the availability adjustments for an hour may not exceed: 

 

(i) for a Demand Response Resource that has received a Dispatch Instruction to reduce its 

demand, the lesser of the resource’s Demand Response Baseline as adjusted pursuant to Section 

III.8B.5 plus Economic Maximum Limit for any associated available Net Supply Generator 

Assets)and Audited Demand Reduction adjusted down by the greater of (the Maximum 

Reduction, as submitted or redeclared by the Lead Market Participant plus Economic Maximum 
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Limit for any associated available Net Supply Generator Assets), or (Real-Time Demand 

Reduction Obligation plus Net Supply for any associated Net Supply Generator Asets).  For 

purposes of this calculation, when the output of a Real-Time Emergency Generation Asset at the 

same location exceeds the Demand Response Baseline, adjusted pursuant to Section III.8B.5, of a 

Demand Response Asset located at the same Retail Delivery Point, any Net Supply and the 

Economic Maximum Limit of the Net Supply Generator Asset at the same location shall be 

reduced by the difference between the Real-Time Emergency Generation Asset’s output and 

adjusted Demand Response Baseline of the Demand Response Asset. 

 

(ii) for a Demand Response Resource that as not received a Dispatch Instruction to reduce its 

demand, the lesser of the resource’s Actual Load plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets, as submitted or redeclared by the Lead Market 

Participant), and the Audited Demand Reduction adjusted down by (the Maximum Reduction, as 

submitted or redeclared by the Lead Market Participant plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets, as submitted or redeclared by the Lead Market 

Participant). 

 

III.13.7.1.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources are subject to the availability penalties and credits as defined by their 

resource type.  

 

III.13.7.2.   Payments and Charges to Resources.  

Resources acquiring or shedding a Capacity Supply Obligation shall be subject to payments and charges 

in accordance with this Section III.13.7.2.  Such resources will also be subject to adjustments as detailed 

in Section III.13.7.2.7.  

 

III.13.7.2.1.   Generating Capacity Resources.  

 

III.13.7.2.1.1.   Monthly Capacity Payments.  

Each resource that has: (i) cleared in a  Forward Capacity Auction, except for the portion of resources 

designated as Self-Supplied FCA Resources or for resources not commercial during an Obligation Month 

pursuant to Section III.13.7.1.1.3(h); (ii) cleared in a reconfiguration auction; or (iii) entered into a 

Capacity Supply Obligation Bilateral shall be entitled to a monthly payment (subject to the  adjustments 

in Section III.13.7.2.7) or charge during the Capacity Commitment Period as follows:  
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(a)  Forward Capacity Auction. For a resource whose offer has cleared in a Forward Capacity 

Auction, the monthly capacity payment shall equal the product of its cleared capacity (or in the case 

described in Section III.13.7.1.1.3(i), the lesser of the resource’s Capacity Supply Obligation or its 

audited amount) and the Capacity Clearing Price in the appropriate Capacity Zone in the New England 

Control Area as adjusted pursuant to Section III.13.2.7.3(b) and as adjusted by applicable indexing for 

resources with additional Capacity Commitment Period elections pursuant to Section III.13.1.1.2.2.4 in 

the manner described below (the "FCA Payment").  For a resource that has elected to have the Capacity 

Clearing Price and the Capacity Supply Obligation apply for more than one Capacity Commitment 

Period, payments associated with the Capacity Supply Obligation and Capacity Clearing Price (indexed 

using the Handy-Whitman Index of Public Utility Construction Costs in effect as of December 31 of the 

year preceding the Capacity Commitment Period) shall continue to apply after the Capacity Commitment 

Period associated with the Forward Capacity Auction in which the offer clears, for up to four additional 

and consecutive Capacity Commitment Periods, in whole Capacity Commitment Period increments only.    

 

(b)  Reconfiguration Auctions. For a resource whose offer or bid has cleared in an annual or 

monthly reconfiguration auction, the monthly capacity payment or charge shall be equal to the product of 

its cleared capacity and the appropriate reconfiguration auction clearing price in the Capacity Zone in 

which the resource cleared.  

 

(c)  Capacity Supply Obligation Bilaterals. For resources that have acquired or shed a Capacity 

Supply Obligation through a Capacity Supply Obligation Bilateral, the monthly capacity payment or 

charge shall be equal to the product of the Capacity Supply Obligation being assumed or shed and price 

associated with the Capacity Supply Obligation Bilateral.    

 

III.13.7.2.2.   Import Capacity.  

Import Capacity Resources shall receive monthly capacity payments utilizing the same methodology as 

that used for Generating Capacity Resources set forth in Section III.13.7.2.1.  

 

III.13.7.2.2.A.   Export Capacity.  

If there are any Export Bids or Administrative Export De-list Bids from resources located in an export-

constrained Capacity Zone or in the Rest-of-Pool Capacity Zone that have cleared in the Forward 

Capacity Auction and if the resource is exporting capacity at an export interface that is connected to an 

import-constrained Capacity Zone or the Rest-of-Pool Capacity Zone that is different than the Capacity 
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Zone in which the resource is located, then charges and credits are applied as follows (for the following 

calculation, the Capacity Clearing Price will be the value prior to PER adjustments).  

 

Charge Amount to Resource Exporting = [Capacity Clearing Price location of the interface - Capacity 

Clearing Price location of the resource ] x Cleared MWs of Export Bid or Administrative Export De-List 

Bid]  

 

Credit Amount to Capacity Load Obligations in the Capacity Zone where the export interface is 

located= [Capacity Clearing Price location of the interface - Capacity Clearing Price location of the resource ] x 

Cleared MWs of Export Bid or Administrative Export De-list Bid]  

 

Credits and charges to load in the applicable Capacity Zones, as set forth above, shall be allocated 

in proportion to each LSE’s Capacity Load Obligation as calculated in Section III.13.7.3.1.  

 

III.13.7.2.3.    Intermittent Power Resources.  

An Intermittent Power Resource shall be entitled to monthly payments during the Capacity Commitment 

Period calculated in the same manner as that used for Generating Capacity Resources as described in 

Section 13.7.2.1, except that any reduction in the Capacity Supply Obligation of an Intermittent Power 

Resource made pursuant to Section III.13.4.2.1.2.2.2.3 shall be at the same payment rate applicable to the 

reduced MW, such that there is a net zero payment for the reduced MW.  

 

III.13.7.2.4.   Settlement Only Resources.  

 

III.13.7.2.4.1.   Non-Intermittent Settlement Only Resources.  

Non-Intermittent Settlement Only Resources shall be entitled to monthly payments during the Capacity 

Commitment Period calculated in the same manner as that used for Generating Capacity Resources as 

described in Section III.13.7.2.1.  

 

III.13.7.2.4.2.   Intermittent Settlement Only Resources.  

Intermittent Settlement Only Resources shall be entitled to monthly payments during the Capacity 

Commitment Period calculated in the same manner as that used for Generating Capacity Resources as 

described in Section III.13.7.2.1, except that any reduction in the Capacity Supply Obligation of an 

Intermittent Settlement Only Resource made pursuant to Section III.13.4.2.1.2.2.2.3 shall be at the same 

payment rate applicable to the reduced MW, such that there is a net zero payment for the reduced MW.  
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III.13.7.2.5.   Demand Resources.  

 

III.13.7.2.5.1.  Monthly Capacity Payments for All Resources Except Real-Time 

Emergency Generation Resources.  

For all Demand Resources except for Real-Time Emergency Generation Resources, the monthly payment 

shall be calculated in the same manner as for Generating Capacity Resources as described in Section 

III.13.7.2.1.1.   

 

III.13.7.2.5.2.  Monthly Capacity Payments for Real-Time Emergency Generation 

Resources.  

For Real-Time Emergency Generation Resources, monthly payments shall be calculated in the same 

manner as for Generating Capacity Resources as described in Section III.13.7.2.1.1, except that such 

payments may also be adjusted as described in Section III.13.2.3.3(f).   

 

III.13.7.2.5.3.  Energy Settlement for Real-Time Demand Response Resources 

A Market Participant with Real-Time Demand Response Assets associated with a Real-Time Demand 

Response Resource that is dispatched or audited pursuant to Section III.13 shall be paid or charged for 

demand reductions, adjusted for net supply as described in Section III.E1.8.3 and for the percent average 

avoided peak distribution losses, at the Real-Time LMP for the Load Zone in which the Real-Time 

Demand Response Resource is located.  The demand reduction paid or charged shall be net of the Real-

Time Demand Reduction Obligation of Real-Time Demand Response Assets that are part of the Real-

Time Demand Response Resource that received payment pursuant to Sections III.E1.9.2.1 or III.E1.9.2.2 

for the same dispatch or audit period.  Demand reductions eligible for payments or charges pursuant to 

this section shall be those produced during Real-Time Demand Response Event Hours or, in the case of 

an audit, for the period during which the ISO has requested the resource to audit. 

 

III.13.7.2.5.4.  Energy Settlement for Real-Time Emergency Generation Resources 

A Market Participant with Real-Time Emergency Generation Assets associated with a Real-Time 

Emergency Generation Resource that is dispatched or audited pursuant to Section III.13 shall be paid or 

charged for demand reductions or generator output, adjusted as described in Section III.E1.8.3 or 

III.13.7.2.5.4.1 and for the percent average avoided peak distribution losses for the portion of the asset 

reducing demand, at the Real-Time LMP for the Load Zone in which the Real-Time Emergency 

Generation Resource is located for Capacity Commitment Periods commencing prior to June 1, 2017, and 
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at the Real-Time LMP for the Dispatch Zone in which the Real-Time Emergency Generation Resource is 

located for Capacity Commitment Periods commencing on or after June 1, 2017.  Demand reductions or 

generator output eligible for payments or charges pursuant to this section shall be those produced during 

Real-Time Emergency Generation Event Hours or, in the case of an audit, for the period during which the 

ISO has requested the resource to audit. 

III.13.7.2.5.4.1  Adjustment for Net Supply Generator Assets 

For Capacity Commitment Periods commencing on or after June 1, 2017, when the output of a Real-Time 

Emergency Generation Asset exceeds the Demand Response Baseline, adjusted pursuant to Section 8B.5, 

of a Demand Response Asset located at the same Retail Delivery Point and Net Supply is produced, the 

output eligible for payments will be set equal the adjusted Demand Response Baseline of the Demand 

Response Asset. 

 

 

III.13.7.2.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources shall not receive monthly capacity payments for the portion of the resource 

designated as a Self-Supplied FCA Resource.  Charges to load associated with Self-Supplied FCA 

Resources are calculated pursuant to Section III.13.7.3.  

 

III.13.7.2.7.   Adjustments to Monthly Capacity Payments.  

Monthly capacity payments to resources with a Capacity Supply Obligation as of the beginning of the 

Obligation Month will be adjusted as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.1.  Adjustments to Monthly Capacity Payments of Generating Capacity 

Resources.  

 

III.13.7.2.7.1.1.  Peak Energy Rents.  

Payments to New Generating Capacity Resources and Existing Generating Capacity Resources with 

Capacity Supply Obligations, except for resources not commercial as described in Section 

III.13.7.1.1.3(h) or Section III.13.7.1.1.3(i), shall be decreased by Peak Energy Rents (“PER”) calculated 

in each Capacity Zone, as determined pursuant to Section III.13.2.3.4 in the Forward Capacity Auction, as 

provided below. The PER calculation shall utilize hourly integrated Real-Time LMPs.  For each Capacity 

Zone in the Forward Capacity Auction, as determined pursuant to Section III.13.2.3.4, PER shall be 

computed based on the load-weighted Real-Time LMPs for each Capacity Zone, using the Real-Time 

Hub Price for the Rest-of-Pool Capacity Zone.    
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III.13.7.2.7.1.1.1.  Hourly PER Calculations.  

(a)  For hours with a positive difference between the hourly Real-Time energy price and a strike 

price, the ISO shall compute PER for each hour ("Hourly PER") equal to this positive difference in 

accordance with the following formula, which includes scaling adjustments for system load and 

availability:   

 

Hourly PER($/kW) = [(LMP - Strike Price) * [Scaling Factor] * [Availability Factor]  

Where:    

 

Strike Price = the heat rate x fuel cost of the PER Proxy Unit described below.  

 

Scaling Factor = the ratio of actual hourly integrated system load (calculated as the sum of Real-

Time Load Obligations for the system as calculated in the settlement of the Real-Time Energy 

Market and adjusted for losses and including imports delivered in the Real-Time Energy Market) 

and the 50/50 predicted peak system load reduced appropriately for Demand Resources, used in 

the most recent calculation of the Installed Capacity Requirement for that Capacity Commitment 

Period, capped at an hourly ratio of 1.0.  

 

Availability Factor = 0.95  

 

(b) PER Proxy Unit characteristics shall be as follows:   

 

 (i)  The PER Proxy Unit shall be indexed to the marginal fuel, which shall be the higher of 

ultra low-sulfur No. 2 oil measured at New York Harbor plus a seven percent markup for 

transportation or day-ahead gas measured at the Algonquin City Gate, as determined on a daily 

basis;  

 

(ii)  The PER Proxy Unit shall be assumed to have no start-up, ramp rate or minimum run 

time constraints;  

 

(iii)  The PER Proxy Unit shall have a 22,000 Btu/kWh heat rate.  This assumption shall be 

periodically reviewed after the first Capacity Commitment Period by the ISO to ensure that the 

heat rate continues to reflect a level slightly higher than the marginal generating unit in the region 
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that would be dispatched as the system enters a scarcity condition.  Any changes to the heat rate 

of the PER Proxy Unit shall be considered in the stakeholder process in consultation with the 

state utility regulatory agencies, shall be filed pursuant to Section 205 of the Federal Power Act, 

and shall be applied prospectively to the settlement of future Forward Capacity Auctions.  

 

III.13.7.2.7.1.1.2.  Monthly PER Application.  

(a)  The Hourly PER shall be summed for each calendar month to determine the total PER for that 

month ("Monthly PER").  The ISO shall then calculate the Average Monthly PER earned by the proxy 

unit.  The Average Monthly PER shall be equal to the average of the Monthly PER values for the 12 

months prior to the Obligation Month.  The PER deduction for each resource shall be calculated as 

follows:  

 

PER Adjustment = the minimum of:  (i) the PER cap or (ii) the Average Monthly PER x PER 

Capacity Supply Obligation.  

 

Where the PER cap for each resource equals the FCA Payment, plus the product of the net value 

of any other Capacity Supply Obligations assumed or shed after the Forward Capacity Auction 

for the same Capacity Commitment Period multiplied by the Capacity Clearing Price applicable 

to that resource’s location from that Forward Capacity Auction. Where the calculation results in a 

PER cap value less than zero, the PER cap will be revised to zero.  

 

Where the PER Capacity Supply Obligation is equal to the minimum of the Capacity Supply Obligation 

or the Capacity Supply Obligation less any Capacity Supply Obligation MW from any portion of a Self-

Supplied FCA Resource.  However, if the Capacity Supply Obligation less any Capacity Supply 

Obligation from any portion of a Self-Supplied FCA Resource is less than zero, it will be zero for 

purposes of comparing it to the Capacity Supply Obligation in the PER Capacity Supply Obligation 

calculation.   

 

(b)  PER shall be deducted from capacity payments independently of availability penalties.  

 

(c)  FCA Payment minus PER may not be negative for any month.  

 

III.13.7.2.7.1.2.  Availability Penalties.  
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Availability penalties shall be assessed for each resource with a Capacity Supply Obligation as of the 

beginning of the Obligation Month. The penalty will be based on the Capacity Clearing Price (as adjusted 

pursuant to Section III.13.2.7.3(b) or as described in Section III.13.2.8) in the Capacity Zone in which the 

resource is located for the relevant Capacity Commitment Period, regardless of whether the resource 

assumed the Capacity Supply Obligation through a Forward Capacity Auction, a reconfiguration auction, 

or a Capacity Supply Obligation Bilateral.  

 

For capacity resources that are partially or fully unavailable during a Shortage Event:  

 

(a)  Penalties shall be determined and assessed on a resource-specific basis. Penalties shall be 

calculated for each Shortage Event during an Obligation Month and assessed on a monthly basis, subject 

to the availability penalty caps outlined in Section III.13.7.2.7.1.3.  

 

(b)  The penalty per resource for each Shortage Event shall be equal to:  

Penalty = [Resource’s Annualized FCA Payment]*PF*[1 – Shortage Event Availability Score]  

 

Where:  

 

Annualized FCA Payment =  the relevant Capacity Clearing Price, or in the case of Inadequate 

Supply or Insufficient Competition, the payment as described in Section III.13.2.8, (as adjusted 

pursuant to Section III.13.2.7.3(b)) multiplied by the resource’s Capacity Supply Obligation as of 

the beginning of the Obligation Month multiplied by 12.  

 

PF = .05 for Shortage Events of 5 hours or less. PF is increased by .01 for each additional hour 

above 5 hours.  

 

III.13.7.2.7.1.3.  Availability Penalty Caps.  

The following caps will apply to the total availability penalties assessed to a resource. If a resource with a 

Capacity Supply Obligation sheds or acquires an obligation outside the relevant Obligation Month, the 

Annualized FCA Payment shall not be prorated. Caps are resource-specific and partial year assumption or 

transfer of a Capacity Supply Obligation through Capacity Supply Obligation Bilaterals or 

reconfiguration auctions does not affect the application of the cap to each resource independently.  
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(a)  Per Day. In no case shall the total penalties for all Shortage Events in an Operating Day exceed 

10 percent of a resource’s Annualized FCA Payment for that Capacity Commitment Period.    

 

(b) Per Month. The sum of a resource's penalties arising from unavailability during an Obligation 

Month may not exceed two and one-half times the Annualized FCA Payment, divided by twelve, for that 

Obligation Month. The sum of a resource's penalties arising from unavailability due to a single outage of 

four days or less but spanning two calendar months may not exceed two and one-half times the average of 

the Annualized FCA Payments, divided by twelve, for both months.  

 

(c) Per Capacity Commitment Period. In determining the availability penalties for the Obligation 

Month, a resource’s cumulative availability penalties for a Capacity Commitment Period may not exceed 

its Annualized FCA Payment (less PER adjustments) for that Capacity Commitment Period.    

 

III.13.7.2.7.1.4.  Availability Credits for Capacity Demand Response Capacity Resources, 

Generating Capacity Resources, Import Capacity Resources and Self-

Supplied FCA Resources.  

On a monthly basis, penalties received from unavailable resources shall be redistributed to Demand 

Response Capacity Resources, Generating Capacity Resources and Import Capacity Resources with 

Capacity Supply Obligations and to designated Supplemental Capacity Resources without a Capacity 

Supply Obligation that have a valid Supplemental Availability Bilateral (pursuant to Section III.13.5.3.2) 

that were available (pursuant to Section III.13.7.1.1.3, Section III.13.7.1.5.10.1) in  the respective hours 

on a Capacity Zone basis as follows: For each Obligation Month, the penalties assessed for the Shortage 

Events during the month will be credited to those resources identified above that were available, in whole 

or in part, during the Shortage Events, pro-rata by hourly available MW in the relevant Capacity Zones.  

Self-Supplied FCA Resources shall be eligible to receive their pro rata share of availability penalties paid 

by other capacity resources.  

 

III.13.7.2.7.2.   Import Capacity.  

In addition to the adjustment in this section, Import Capacity Resources shall also be subject to the same 

adjustments as Generating Capacity Resources as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.2.1.  External Transaction Offer and Delivery Performance Adjustments.  

In the event that the conditions in Section III.13.6.1.2.1 are not met in any hour of an Operating Day, the 

Import Capacity Resource will be subject to the following:  
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(a)  If in any hour of an Operating Day a priced External Transaction associated with an Import 

Capacity Resource with a Capacity Supply Obligation is offered above both the offer threshold for the 

Operating Day and the offer threshold of the prior Operating Day, and for any priced External 

Transactions from the New York Control Area also is offered above the corresponding hourly day-ahead 

energy price (NYISO Location-Based Marginal Price) at the source interface, the Market Participant with 

the Import Capacity Resource will pay a penalty equal to the product of the Import Capacity Resource’s 

Capacity Supply Obligation and the corresponding interface Capacity Clearing Price as adjusted in 

Section III.13.2.7.3(b), divided by the number of days in the month.  

 

(b)  For every hour of an Operating Day that the total amount offered from all External Transactions 

associated with an Import Capacity Resource is less than the Import Capacity Resource’s Capacity Supply 

Obligation, the Market Participant with the Import Capacity Resource will pay a penalty equal to the 

product of the difference between the Capacity Supply Obligation and the total amount of energy offered 

for that hour and the corresponding interface Capacity Clearing Price as adjusted in Section 

III.13.2.7.3(b), divided by the number of hours in the month.  For each Operating Day only the greater of 

the total penalties in either the Day-Ahead Energy Market or Real-Time Energy Market will be assessed. 

For the purposes of this section the total energy offered will be adjusted in accordance with Section 

III.13.7.1.1.4(b) for any amount that was unavailable due to an outage approved in the ISO’s annual 

maintenance scheduling process. 

 

(c) Except as specified in Section III.13.7.2.7.2.2, for every hour the total energy from an External 

Transaction associated with an Import Capacity Resource delivered in real-time to the New England 

Control Area is less than the energy requested, the Market Participant with the Import Capacity Resource 

will pay a penalty equal to the product of the difference between the quantity requested and the quantity 

delivered and the corresponding interface Capacity Clearing Price as adjusted in Section III.13.2.7.3(b), 

divided by the number of hours in the month.   

 

Any External Transaction associated with an Import Capacity Resource that is determined to be in 

economic merit during the next-hour scheduling process will be considered a requested transaction and 

the ISO may request all or a portion of each transaction.  

 

A Market Participant’s total penalty amount for a single Operating Day for each Import Capacity 

Resource shall be no more than the product of the Import Capacity Resource’s Capacity Supply 

Page 30 



Obligation and the corresponding interface Capacity Clearing Price as adjusted in Section III.13.2.7.3(b), 

divided by the number of days in the month.  

 

Each Obligation Month the penalty amounts from all Market Participants with Import Capacity Resources 

will be allocated to all Market Participants based on their pro-rata share of Capacity Load Obligation 

within each Capacity Zone in the Obligation Month, with each Capacity Zone allocated an amount based 

on the pro-rata share of total capacity credits within each Capacity Zone.  

 

III.13.7.2.7.2.2.   Exceptions.  

a)  No penalty will be assessed if the applicable external interface is fully loaded and the energy 

from an External Transaction that would otherwise be requested cannot flow. If the transfer capability of 

the applicable external interface is zero in the import direction it will be considered fully loaded for the 

purpose of this section.  

 

b)  No penalty will be assessed if the delivered energy from a priced External Transaction associated 

with the New York Control Area is less than requested when the Real-Time Energy Market price at the 

source location (NYISO Location-Based Marginal Price) is higher than the Real-Time LMP at the 

associated External Node, provided that Operating Procedure No. 4 has not been declared due to a 

system-wide capacity deficiency.  

 

c)  No penalty will be assessed during periods when the ISO has taken action to reduce import 

transactions due to a Minimum Generation Emergency condition or due to ramping constraints.  

 

d)  No penalty will be assessed on the affected external interface during periods when minimum-

flow or directional-flow constraints have occurred, when the ISO was unable to utilize the automated 

check-out processes for the external interface, or when in-hour curtailments have occurred.  

 

III.13.7.2.7.3.   Intermittent Power Resources.  

Monthly capacity payments to Intermittent Power Resources are subject to PER adjustments but are not 

subject to any additional availability penalties.  

 

III.13.7.2.7.4.   Settlement Only Resources.  

 

III.13.7.2.7.4.1.  Non-Intermittent Settlement Only Resources.  
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Non-Intermittent Settlement Only Resources are subject to the same PER adjustments and availability 

penalties as Generating Capacity Resources as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.4.2.  Intermittent Settlement Only Resources.  

Monthly capacity payments to Intermittent Power Resources are subject to PER adjustments but are not 

subject to any additional availability penalties.  

 

III.13.7.2.7.5.    Demand Resources.  

Demand Response Capacity Resources shall be subject to the same adjustments as Generating Capacity 

Resources as described in Section III.13.7.2.7.1. 

 

III.13.7.2.7.5.1.  Calculation of Monthly Capacity Variances.  

For each month, the Monthly Capacity Variance of a Real-Time Emergency Generation, Real-Time 

Demand Response, On-Peak and Seasonal Peak Demand Resource shall be calculated by subtracting the 

Demand Resource’s Capacity Supply Obligation for the month from the Demand Resource’s monthly 

Capacity Value. If a Demand Resource’s Monthly Capacity Variance is zero, the Demand Resource will 

not be subject to Demand Resource Performance Penalties or Demand Resource Performance Incentives.  

 

III.13.7.2.7.5.2.  Negative Monthly Capacity Variances. 

With the exception of a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 

offer cleared, if a Demand Resource’s Monthly Capacity Variance is a negative value, the Real-Time 

Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak Demand Resource 

shall be subject to a Demand Resource Performance Penalty equal to the absolute value of the Monthly 

Capacity Variance multiplied by the Capacity Clearing Price (as adjusted pursuant to Section 

III.13.2.7.3(b)) in the Forward Capacity Auction for the relevant Capacity Commitment Period or in the 

case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price in the 

Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f).  If a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 
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offer cleared has a Monthly Capacity Variance with a negative value, the Demand Resource Performance 

Penalty for such a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource shall be set according to the Capacity Clearing Price applicable to the 

Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak Demand 

Resource (as adjusted pursuant to Section III.13.2.7.3(b)), indexed using the Handy-Whitman Index of 

Public Utility Construction Costs in effect as of December 31, of the year preceding the Capacity 

Commitment Period applicable to the Demand Resource for the particular Capacity Commitment Period 

or in the case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price 

in the Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f), indexed using the Handy-Whitman Index of Public Utility Construction Costs, applicable 

to the Demand Resource for the particular Capacity Commitment Period. 

 

III.13.7.2.7.5.3.  Positive Monthly Capacity Variances.  

With the exception of a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 

offer cleared, if a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource’s Monthly Capacity Variance is a positive value, then the Demand 

Resource shall be eligible to receive a Demand Resource Performance Incentive based on the Monthly 

Capacity Variance multiplied by the Capacity Clearing Price (as adjusted pursuant to Section 

III.13.2.7.3(b)) in the Forward Capacity Auction for the relevant Capacity Commitment Period, or in the 

case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price in the 

Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f),  provided that the sum of the Demand Resource Performance Penalties in the month in the 

Capacity Zone where the Demand Resource or Real-Time Emergency Generation Resource is located is 

equal to or greater than the sum of the Demand Resource Performance Incentives in the same month in 

that Capacity Zone.  If a Demand Resource that has elected to have the Capacity Supply Obligation and 

the Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue 

to apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which 

that offer cleared has a Monthly Capacity Variance with a positive value, then the Demand Resource 

Performance Incentive for such a Demand Resource shall be set according to the Capacity Clearing Price 

applicable to the Demand Resource for the particular Capacity Commitment Period (as adjusted pursuant 

to Section III.13.2.7.3(b)), indexed using the Handy-Whitman Index of Public Utility Construction Costs 
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or in the case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price 

in the Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f), indexed using the Handy-Whitman Index of Public Utility Construction Costs, applicable 

to the Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak 

Demand Resource for the particulate Capacity Commitment Period in effect as of December 31 of the 

year preceding the Capacity Commitment Period, provided that the sum of the Demand Resource 

Performance Penalties in the month in the Capacity Zone where the Demand Resource or Real-Time 

Emergency Generation Resource is located is equal to or greater than the sum of the Demand Resource 

Performance Incentives in the same month in that Capacity Zone.    

 

III.13.7.2.7.5.4.  Determination of Net Demand Resource Performance Penalties and Demand 

Resource Performance Incentives.   

Demand Resource Performance Penalties and Demand Resource Performance Incentives shall be 

determined for each Capacity Zone as follows:  if the sum of the Demand Resource Performance 

Penalties in a month in a Capacity Zone is less than the sum of the Demand Resource Performance 

Incentives in the same month in that Capacity Zone, then the total amount of Demand Resource 

Performance Penalties shall be paid on a pro-rata basis, based on the non-prorated Demand Resource 

Performance Incentives of each Demand Resource with a positive Monthly Capacity Variance. The total 

amount of the Demand Resource Performance Incentives in a month in a Capacity Zone cannot exceed 

the total amount of the Demand Resource Performance Penalties in the same month in that Capacity 

Zone.  

 

The total of the Demand Resource Performance Incentives in a month in a Capacity Zone cannot exceed 

the total of the Demand Resource Performance Penalties in the same month in that Capacity Zone.  If the 

total Demand Resource Performance Penalties in a month in a Capacity Zone exceeds the total Demand 

Resource Performance Incentives in the same month in that Capacity Zone, the difference shall not be 

collected from load serving entities in that Capacity Zone (the ultimate purchaser of capacity). 

 

III.13.7.2.7.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources shall not be subject to a PER adjustment on the portion of the resource that 

is self-supplied, but shall be subject to the availability penalties and caps applicable to their resource 

types.  

 

III.13.7.3.   Charges to Market Participants with Capacity Load Obligations.  
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A load serving entity with a Capacity Load Obligation as of the end of the Obligation Month shall be 

subject to a charge equal to the product of: (a) its Capacity Load Obligation in the Capacity Zone; and (b) 

the applicable Net Regional Clearing Price. The Net Regional Clearing Price is defined as the sum of the 

total payments as defined in Section III.13.7.2 paid to resources with Capacity Supply Obligations in the 

Capacity Zone (excluding any capacity payments and charges made for Capacity Supply Obligation 

Bilaterals), less PER adjustments for resources in the zone as defined in Section 13.7.2.7.1.1, adjusted for 

any Demand Resource Performance Penalties in excess of Demand Resource Performance Incentives as 

described in Section III.13.7.2.7.5.4, and including any applicable export charges or credits as determined 

pursuant to Section III.13.7.2.2.A divided by the sum of all Capacity Supply Obligations (excluding (i) 

the quantity of capacity subject to Capacity Supply Obligation Bilaterals and (ii) the quantity of capacity 

clearing as Self-Supplied FCA Resources) assumed by resources in the zone.  A load serving entity 

satisfying its Capacity Load Obligation by a Self-Supplied FCA Resource shall not receive a credit for 

any PER payment for its Capacity Load Obligation so satisfied.  

 

III.13.7.3.1.   Calculation of Capacity Requirement and Capacity Load Obligation.  

The ISO shall assign each load serving entity a Capacity Requirement prior to the commencement of each 

Obligation Month for each Capacity Zone established in the Forward Capacity Auction pursuant to 

Section III.13.2.3.4.  The Capacity Requirement for each month and Capacity Zone shall equal the 

product of: (i) the total of the system-wide Capacity Supply Obligations (excluding the quantity of 

capacity subject to Capacity Supply Obligation Bilaterals) plus HQICCs; and (ii) the ratio of the sum of 

all load serving entities’ annual coincident contributions to the system-wide annual peak load in that 

Capacity Zone from the calendar year two years prior to the start of the Capacity Commitment Period to 

the system-wide sum of all load serving entities’ annual coincident contributions to the system-wide 

annual peak load from the calendar year two years prior to the start of the Capacity Commitment Period. 

The following loads are assigned a peak contribution of zero for the purposes of assigning obligations and 

tracking load shifts: load associated with pumping of pumped hydro generators, if the resource was 

pumping; Station service load that is modeled as a discrete Load Asset and the Resource is complying 

with the maintenance scheduling procedures of the ISO;load that is modeled as an Asset Related Demand 

or discrete load asset and is exclusively related to an Alternative Technology Regulation Resource 

following AGC dispatch instructions; and transmission losses associated with delivery of energy over the 

Control Area tie lines.  

 

A load serving entity’s Capacity Requirement for each month and Capacity Zone shall equal the product 

of:  (i) the Capacity Zone’s Capacity Requirement as calculated above and (ii) the ratio of the sum of the 
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load serving entity’s annual coincident contributions to the system-wide annual peak load in that Capacity 

Zone from the calendar year prior to the start of the Capacity Commitment Period to the sum of all load 

serving entities’ annual coincident contributions to the system-wide annual peak load in that Capacity 

Zone from the calendar year prior to the start of the Capacity Commitment Period.  

 

A load serving entity’s Capacity Load Obligation shall be its Capacity Requirement, adjusted as 

appropriate to account for any relevant Capacity Load Obligation Bilaterals, HQICCs, and Self-Supply 

FCA Resource designations. A Capacity Load Obligation can be a positive or negative value.  A Market 

Participant that is not a load serving entity shall have a Capacity Load Obligation equal to the net 

obligation resulting from Capacity Load Obligation Bilaterals, HQICC, and Self-Supply FCA Resource 

designations.  

 

A Demand Resource's Demand Reduction Value will not be reconstituted into the load of the Demand 

Resource for the purpose of determining the Capacity Requirement for the load associated with the 

Demand Resource. 

 

III.13.7.3.1.1.   HQICC Used in the Calculation of Capacity Requirements.  

In order to treat HQICCs as a load reduction, each holder of HQICCs shall have its Capacity Requirement 

in the Capacity Zone in which the HQ Phase I/II external node is located as specified in Section III.13.1.3 

adjusted by its share of the total monthly HQICC amount.  

 

III.13.7.3.1.2.   Charges Associated with Self-Supplied FCA Resources.  

The capacity associated with a Self-Supplied FCA Resource shall be treated as a credit toward the 

Capacity Load Obligation of the load serving entity so designated by such resources as described in 

Section III.13.1.6. The amount of Self-Supplied FCA Resources shall be determined pursuant to Section 

III.13.1.6.  

 

III.13.7.3.1.3.   Charges Associated with Dispatchable Asset Related Demands.  

Dispatchable Asset Related Demand resources will not receive Forward Capacity Market payments, but 

instead each Dispatchable Asset Related Demand resource will receive an adjustment to its share of the 

associated Coincident Peak Contribution based on the ability of the Dispatchable Asset Related Demand 

resource to reduce consumption.  The adjustment to a load serving entity’s Coincident Peak Contribution 

resulting from Dispatchable Asset Related Demand resource reduction in consumption shall be based on 

the Nominated Consumption Limit submitted for the Dispatchable Asset Related Demand resource.    
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The Nominated Consumption Limit value of each Dispatchable Asset Related Demand resource is subject 

to adjustment as further described in the ISO New England Manuals, including adjustments based on the 

results of Nominated Consumption Limit audits performed in accordance with the ISO New England 

Manuals. 

 

III.13.7.3.2.  Excess Revenues. 

Revenues collected from load serving entities in excess of revenues paid by the ISO to resources shall be 

paid by the ISO to the holders of Capacity Transfer Rights, as detailed in Section III.13.7.3.3. 

 

III.13.7.3.3.  Capacity Transfer Rights. 

 

III.13.7.3.3.1.  Definition and Payments to Holders of Capacity Transfer Rights. 

The ISO shall create Capacity Transfer Rights (“CTRs”) for each internal interface associated with a 

Capacity Zone established in the Forward Capacity Auction (as determined pursuant to Section 

III.13.2.3.4).  Based upon results of the Forward Capacity Auction and reconfiguration auctions, the total 

CTR fund will be calculated as the difference between the charges to load serving entities with Capacity 

Load Obligations and the payments to Capacity Resources as follows:  The system-wide sum of the 

product of each Capacity Zone’s Net Regional Clearing Price and absolute value of each Capacity Zone’s 

Capacity Load Obligations, as calculated in Section III.13.7.3.1, minus the sum of the monthly capacity 

payments to Capacity Resources within each zone, as adjusted for PER and for Demand Resource 

Performance Penalties net of Demand Resource Performance Incentives. 

 

Each Capacity Zone established in the Forward Capacity Auction (as determined pursuant to Section 

III.13.2.3.4) will be assigned its portion of the CTR fund. 

 

For CTRs resulting from an export constrained zone, the assignment will be calculated as the product of: 

(i) the Net Regional Clearing Price for the Capacity Zone to which the applicable interface limits the 

transfer of capacity minus the Net Regional Clearing Price for the Capacity Zone from which the 

applicable interface limits the transfer of capacity; and (ii) the difference between the absolute value of 

the total Capacity Supply Obligations obtained in the exporting Capacity Zone, adjusted for Capacity 

Supply Obligations associated with Self-Supply FCA Resources, and the absolute value of the total 

Capacity Load Obligations in the exporting Capacity Zone.  
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For CTRs resulting from an import constrained zone, the assignment will be calculated as the product of: 

(i) the Net Regional Clearing Price for the Capacity Zone to which the applicable interface limits the 

transfer of capacity minus the Net Regional Clearing Price for the absolute value of the Capacity Zone 

from which the applicable interface limits the transfer of capacity; and (ii) the difference between 

absolute value of the total Capacity Load Obligations in the importing Capacity Zone and the total 

Capacity Supply Obligations obtained in the importing Capacity Zone, adjusted for Capacity Supply 

Obligations associated with Self-Supply FCA Resources.  

 

The value of CTRs specifically allocated pursuant to Sections III.13.7.3.3.2(c), III.13.7.3.3.4, and 

III.13.7.3.3.6 shall be calculated as the product of:  (i) the Capacity Clearing Price (as adjusted pursuant to 

Section III.13.2.7.3(b)) for the Capacity Zone to which the applicable interface limits the transfer of 

capacity minus the Capacity Clearing Price (as adjusted pursuant to Section III.13.2.7.3(b)) for the 

Capacity Zone from which the applicable interface limits the transfer of capacity; and (ii) the MW 

quantity of the specifically allocated CTRs across the applicable interface. The value of the specifically 

allocated CTRs will be deducted from the associated Capacity Zone’s portion of the CTR fund. The 

balance of the CTR fund will then be allocated to the load serving entities as set forth in Section 

III.13.7.3.3.2.  

 

III.13.7.3.3.2.   Allocation of Capacity Transfer Rights.  

For Capacity Zones established in the Forward Capacity Auction as determined pursuant to Section 

III.13.2.3.4, the CTR fund shall be allocated among load serving entities using their Capacity Load 

Obligation (net of HQICCs) described in Section III.13.7.3.1. Market Participants with CTRs specifically 

allocated under Section III.13.7.3.3.6 will have their specifically allocated CTR MWs netted from their 

Capacity Load Obligation used to establish their share of the CTR fund.  

 

(a)  Connecticut Import Interface. The allocation of the CTR fund associated with the Connecticut 

Import Interface shall be made to load serving entities based on their Capacity Load Obligation in the 

Connecticut Capacity Zone.    

 

(b)  NEMA/Boston Import Interface. Except as provided in Section III.13.7.3.3.6 of Market Rule 1, 

the allocation of the CTR fund associated with the NEMA/Boston Import Interface shall be made to load 

serving entities based on their Capacity Load Obligation in the NEMA/Boston Capacity Zone.  
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 (c)  Maine Export Interface. Casco Bay shall receive specifically allocated CTRs of 325 MW across 

the Maine Export Interface for as long as Casco Bay continues to pay to support the transmission 

upgrades.  Each municipal utility entitlement holder of a resource constructed as a Pool-Planned Unit in 

Maine shall receive specifically allocated CTRs across the Maine Export Interface equal to the applicable 

seasonal claimed capability of its ownership entitlements in such unit as described in Section 

III.13.7.3.3.6.  The balance of the CTR fund associated with the Maine Export Interface shall be allocated 

to load serving entities with a Capacity Load Obligation on the import-constrained side of the Maine 

Export Interface.  

 

III.13.7.3.3.3.   Allocations of CTRs Resulting From Revised Capacity Zones.  

The portion of the CTR fund associated with revised definitions of Capacity Zones shall be fully allocated 

to load serving entities after deducting the value of applicable CTRs that have been specifically allocated.  

Allocations of the CTR fund among load serving entities will be made using their Capacity Load 

Obligations (net of HQICCs) as described in Section III.13.7.3.3.1.  Market Participants with CTRs 

specifically allocated under Section III.13.7.3.3.6 will have their specifically allocated CTR MWs netted 

from the Capacity Load Obligation used to establish their share of the CTR fund.  

 

(a)  Import Constraints. The allocation of the CTR fund associated with newly defined import-

constrained Capacity Zones restricting the transfer of capacity into a single adjacent import-constrained 

Capacity Zone shall be allocated to load serving entities with Capacity Load Obligations in that import-

constrained Capacity Zone.    

 

(b)  Export Constraints. The allocation of the CTR fund associated with newly defined export-

constrained Capacity Zones shall be allocated to load serving entities with Capacity Load Obligations on 

the import-constrained side of the interface.    

 

III.13.7.3.3.4.   Specifically Allocated CTRs Associated with Transmission Upgrades.  

(a)  A Market Participant that pays for transmission upgrades not funded through the Pool PTF Rate 

and which increase transfer capability across existing or potential Capacity Zone interfaces may request a 

specifically allocated CTR in an amount equal to the number of CTRs supported by that increase in 

transfer capability.  

 

(b)  The allocation of additional CTRs created through generator interconnections completed after 

February 1, 2009 shall be made in accordance with the provisions of the ISO generator interconnection or 
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planning standards. In the event the ISO interconnection or planning standards do not address this issue, 

the CTRs created shall be allocated in the same manner as described in Section III.13.7.3.3.2.    

(c)  Specifically allocated CTRs shall expire when the Market Participant ceases to pay to support the 

transmission upgrades.   

 

(d)  CTRs resulting from transmission upgrades funded through the Pool PTF Rate shall not be 

specifically allocated but shall be allocated in the same manner as described in Section III.13.7.3.3.2.  

 

III.13.7.3.3.5.   [Reserved.]  

 

III.13.7.3.3.6.   Specifically Allocated CTRs for Pool Planned Units.  

In import-constrained Capacity Zones, in recognition of longstanding life of unit contracts, the municipal 

utility entitlement holder of a resource constructed as Pool-Planned Units shall receive an initial 

allocation of CTRs equal to the applicable seasonal claimed capability of the ownership entitlements in 

such unit.  Municipal utility entitlements are set as shown in the table below and are not transferrable.    
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Millstone 

3  

 

Seabrook  Stonybrook 

GT 1A  

Stonybrook 

GT 1B  

Stonybrook 

GT 1C  

Stonybrook 

2A  

Stonybrook 

2B  

 

Wyman 

4 

Summer  Winter  

(MW) (MW)  

Nominal 

Summer 

(MW)  1155.001  1244.275  104.000  100.000  104.000  67.400  65.300  586.725  

  

Nominal 

Winter 

(MW)  1155.481  1244.275  119.000  116.000  119.000  87.400  85.300  608.575  

  

           

Danvers  0.2627%  1.1124%  8.4569%  8.4569%  8.4569%  11.5551%  11.5551%  0.0000%  58.26  63.73  

Georgetown  0.0208%  0.0956%  0.7356%  0.7356%  0.7356%  1.0144%  1.0144%  0.0000%  5.04  5.55  

Ipswich  0.0608%  0.1066%  0.2934%  0.2934%  0.2934%  0.0000%  0.0000%  0.0000%  2.93  2.37  

Marblehead  0.1544%  0.1351%  2.6840%  2.6840%  2.6840%  1.5980%  1.5980%  0.2793%  15.49  15.64  

Middleton  0.0440%  0.3282%  0.8776%  0.8776%  0.8776%  1.8916%  1.8916%  0.1012%  10.40  11.07  

Peabody  0.2969%  1.1300%  13.0520%  13.0520%  13.0520%  0.0000%  0.0000%  0.0000%  57.69  60.26  

Reading  0.4041%  0.6351%  14.4530%  14.4530%  14.4530%  19.5163%  19.5163%  0.0000%  82.98  92.77  

Wakefield  0.2055%  0.3870%  3.9929%  3.9929%  3.9929%  6.3791%  6.3791%  0.4398%  30.53  32.64  
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This allocation of CTRs shall expire on December 31, 2040. If a resource listed in the table above retires 

prior to December 31, 2040, however, its allocation of CTRs shall expire upon retirement.  In the event 

that the NEMA zone either becomes or is forecast to become a separate zone for Forward Capacity 

Auction purposes, National Grid agrees to discuss with Massachusetts Municipal Wholesale Electric 

Company (“MMWEC”) and Wellesley Municipal Light Plant, Reading Municipal Light Plant and 

Concord Municipal Light Plant ("WRC") any proposal by National Grid to develop cost effective 

transmission improvements that would mitigate or alleviate the import constraints and to work 

cooperatively and in good faith with MMWEC and WRC regarding any such proposal.  MMWEC and 

WRC agree to  support any proposals advanced by National Grid in the regional system planning process 

to construct any such transmission improvements, provided that MMWEC and WRC determine that the 

proposed improvements are cost effective (without regard to CTRs) and will mitigate or alleviate the 

import constraints.  

 

III.13.7.3.4.   Forward Capacity Market Net Charge Amount.  

The Forward Capacity Market net charge amount for each Market Participant as of the end of the 

Obligation Month shall be equal to the sum of: (a) its Capacity Load Obligation charge; (b) its revenues 

from any applicable specifically allocated CTRs; (c) its share of the CTR fund; and (d) any applicable 

export charges. 

 



 

III.14    Regulation Market. 

III.14.1   Regulation Market System Requirements. 

The Regulation Capacity Requirement and Regulation Service Requirement are determined based on 

historical control performance and compliance with NERC and NPCC control standards.  The Regulation 

Capacity Requirement and Regulation Service Requirement will be published on the ISO’s website.  

 

During abnormal system conditions, the ISO may deviate from the Regulation Capacity Requirement or 

Regulation Service Requirement to maintain system reliability. 

 

III.14.2   Regulation Market Eligibility. 

To be eligible to provide Regulation, a Resource must satisfy the following conditions:  

(a) Physical Parameters. 

(i) Automatic Response Rate. 

  (1) The minimum Automatic Response Rate is 1 MW/minute. 

(ii) Regulation Capacity. 

(1) The minimum Regulation Capacity of a generating unit will be determined based 

on unit size and operating characteristics and must be greater than or equal to: (a) 5 

megawatts, and; (b) two times the generating unit’s AGC SetPoint Deadband plus one.   

(2) The minimum Regulation Capacity of a Resource that is not a generating unit is 

no less than one megawatt after aggregation.  

 

(b) Regulation Technical Requirements. 

A Resource providing Regulation must: 

(i) be located within the New England Control Area. 

 

(ii) meet the technical requirements specified in ISO New England Operating Procedure No. 

14, Technical Requirements for Generators, Demand Resources and Asset Related Demands and 

ISO New England Operating Procedure No. 18, Metering and Telemetering Criteria. 

 

(iii) be capable of receiving and following AGC SetPoints sent electronically at four-second 

intervals. 

 

(iv) have a demonstrated capability to reliably follow Dispatch Instructions, consistent with 

normal operating characteristics and physical offer parameters, including Regulation Capacity 

 



 

and Automatic Response Rate.  Resources without an operational history of providing Regulation 

must establish and demonstrate this capability as follows: 

(1) Demand Response Regulation Resources, Dispatchable Asset Related Demand, 

Alternative Technology Regulation Resources and any Resource with less than one-hour 

sustainability must participate in the Regulation test environment specified in Section 

III.14.9. 

(2) All Resources must satisfy a minimum responsiveness test that demonstrates that 

a Resource can follow AGC SetPoints. 

 

(c) Aggregation. 

Non-generation sub-resources less than one megawatt in size may be aggregated into a single Resource to 

meet the Regulation Market eligibility requirements specified in Section III.14.2.   

 

A single AGC SetPoint will be sent every AGC cycle to the aggregated Resource.  A Market Participant 

with an aggregated Resource is responsible for management and control of the individual, aggregated 

sub-resources to ensure an accurate aggregate response to the AGC SetPoint.  The sub-resources may be 

geographically dispersed, provided: 

(i) all of the sub-resources are located within the New England Control Area 

 

(ii) the sub-resources are metered and recorded in a manner that allows real-time 

performance to be measured against Dispatch Instructions and provides for the retention of the 

recorded information for purposes of verification, accounting for any performance offsets from 

other loads, generation or devices under the direct or indirect control of the aggregator as 

specified in ISO New England Operating Procedure No. 18, Metering and Telemetering Criteria. 

 

(iii) communications and metering are installed and tested for each sub-resource in 

accordance with ISO New England Operating Procedure No, 18, Metering and Telemetering 

Criteria and ISO New England Operating Procedure No. 14, Technical Requirements for 

Generators, Demand Resources and Asset Related Demands.   

 

 III.14.3   Regulation Market Offers. 

(a)  A Market Participant providing Regulation must submit a Supply Offer.  The Supply Offer shall 

remain effective until cancelled or replaced by the Market Participant.  The Supply Offer must specify the 

following offer parameters:  

 



 

(i) Regulation unit status (available/unavailable) 

Regulation unit status for each hour in an Operating Day must be submitted daily prior to the 

close of the Re-Offer Period.  After initial submission, unit status may be modified at any time. 

 

(ii) Regulation High Limit 

For generating units, the Regulation High Limit must be less than or equal to a generating unit’s 

Economic Maximum Limit.  For Dispatchable Asset Related Demand, the Regulation High Limit 

must be greater than or equal to a Dispatchable Asset Related Demand’s Minimum Consumption 

Limit.   

 

(iii) Regulation Low Limit 

For generating units, the Regulation Low Limit must be greater than or equal to a generating 

unit’s Economic Minimum Limit.  For Dispatchable Asset Related Demand, the Regulation Low 

Limit must be less than or equal to a Dispatchable Asset Related Demand’s Maximum 

Consumption Limit.   

 

(iv) Automatic Response Rate (MW/minute) 

 

(v) Regulation Capacity Offer ($/MW) 

The Regulation Capacity Offer price must be greater than or equal to $0/MW and may not exceed 

$100/MW.  A Market Participant may include estimated inter-temporal opportunity costs in its 

Regulation Capacity Offer price. 

 

(vi) Regulation Service Offer ($/MW of instructed movement) 

The Regulation Service Offer price must be greater than or equal to $0/MW of instructed 

movement and may not exceed $10/MW of instructed movement. 

 

(b) Additional Constraints on Offer Parameters.   

(i) Regulation offer parameters that exceed recent historical performance for Regulation 

Capacity or Automatic Response Rate will be constrained to reflect values consistent with the 

demonstrated performance of the Resource.  The Resource of a Market Participant that submits 

offer parameters inconsistent with demonstrated performance will be disqualified from selection 

to provide Regulation until the submitted parameters are modified to be consistent with 

demonstrated performance.  

 



 

 

(ii)  A Resource that is dispatchable in the Real-Time Energy Market and providing 

Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation 

provided as follows:  the upper limit of the Resource’s energy dispatch range will be reduced by 

the amount of Regulation Capacity, and the lower limit of the Resource’s energy dispatch range 

will be increased by the amount of Regulation Capacity.   

 

(c)  Sustainability.  

Regulation Capacity offers for Resources with less than one-hour sustainability will be evaluated in the 

selection process using a capacity value adjusted to reflect historical performance when dispatched at the 

non-adjusted value.  The adjusted value will account for the Resource’s demonstrated ability to follow the 

AGC dispatch signal over an hour at the offered Regulation Capacity level.  The percentage adjustment 

will be reevaluated periodically to account for changes in the performance of the Resource.  Resources 

with no historical performance record will be evaluated pursuant to the regulation resource test 

environment specified in Section III.14.9.   

 

Adjusted Regulation Capacity will be used for the purpose of selecting Resources to meet the Regulation 

Capacity Requirement and for determining Regulation Capacity compensation.     

 

Resources will be dispatched for Regulation in accordance with the unadjusted Regulation Capacity offer 

parameters.     

 

For a storage-based resource, sustainability is measured based on full rate of charge/discharge starting 

from a half-full status.   

 

III.14.4    Regulation Market Administration. 

A Market Participant may modify Regulation offer parameters at any time, however the offer parameters 

in place at the start of a settlement interval will remain in effect through the end of the settlement interval.  

The most recent offer parameters will be used when new Resources are selected for a new settlement 

interval.   

 

III.14.5   Regulation Market Resource Selection. 

Resources are selected to provide Regulation from eligible and available Resources to meet the 

Regulation Capacity Requirement and Regulation Service Requirement at the least-cost based on 

 



 

Regulation Capacity Offers, Regulation Service Offers, estimated energy opportunity costs, impacts on 

system production costs, and operational requirements related to reliability, including a minimum 

aggregated response rate and minimizing short-term changes in the assignment of Resources to provide 

Regulation.  For the purposes of least-cost Resource selection, the following penalty factors are used for 

any violation of the Regulation requirements constraint: 

(1)(a) when the Energy Component of the Real-Time Locational Marginal Price at the reference point is 

at least $100/MW the penalty factor is $100/MW plus the Energy Component of the Real-Time 

Locational Marginal Price at the reference point for each megawatt of Regulation Capacity shortfall, and  

(b)    when the Energy Component of the Real-Time Locational Marginal Price at the reference point is 

less than $100/MW the penalty factor is the maximum of either zero or $100 plus the Energy Component 

of the Real-Time Locational Marginal Price at the reference point for each megawatt of Regulation 

Capacity shortfall and: 

(2) $10/MW for each megawatt of Regulation Service shortfall.  In addition, selection will consider 

opportunity cost sensitivities associated with large changes in the estimated opportunity cost of a 

Resource due to the shape of the Resource’s Supply Offer price curve.   

 

An eligible Resource may be omitted from providing Regulation due to operational restrictions, 

including, but not limited to, binding transmission constraints, planned shutdown prior to the end of the 

settlement interval, or known or anticipated system operating conditions.   

 

The ISO may deviate from the market-based Resource selections to maintain system reliability.  

  

If one or more Resources providing Regulation become unavailable, a new selection process may be 

conducted to obtain the Resources needed to fulfill the Regulation Capacity Requirement and the 

Regulation Service Requirement and new clearing prices determined pursuant to Section III.14.8(a). 

 

In the event one or more Resources have equivalent least-cost characteristics in the selection process, the 

Resource with the larger Regulation Capacity value will be selected or, if the Regulation Capacity value 

is also equal, the Resource with the earliest Supply Offer submission time will be selected. 

 

III.14.6   Delivery of Regulation Market Products. 

Resources selected for Regulation are dispatched to reduce the New England Control Area’s area control 

error as needed to ensure reliability and compliance with NERC and NPCC control standards. 

 

 



 

Resources that are generating units are dispatched based on relative response rates using multi-valued 

AGC SetPoints with AGC SetPoint Deadbands.  Resources that are not generating units may be 

dispatched using one of the following methods: 

(a) an energy-neutral trinary dispatch that calculates AGC SetPoints equal to one of the following 
three values: Regulation High Limit, Regulation Low Limit, and a midpoint between the 
Regulation High Limit and the Regulation Low Limit; 

(b) a relative response rate dispatch using multi-valued AGC SetPoints with AGC SetPoint 
Deadbands, or; 

(c) an energy-neutral relative response rate dispatch using multi-valued AGC SetPoints with AGC 
SetPoint Deadbands. 

A Market Participant may change the dispatch method for a non-generating unit.  Dispatch methodology 

may be changed to be effective at the start of every calendar quarter.  Requests to change the dispatch 

method of a non-generating resource must be received no later than 30 Business Days before the 

requested effective date of the change. Dispatch will be coordinated with the objective of achieving 

consistent and non-discriminatory treatment of Resources providing similar offer parameters.  

 

AGC SetPoints will be established to cost-effectively meet reliability criteria based on the current area 

control error, the Automatic Response Rate and offer parameters of the selected Resources, as well as the 

current and predicted state of the system. 

 

III.14.7   Performance Monitoring. 

The performance of a Resource providing Regulation will be monitored in Real-Time.  For each 

settlement interval, a Resource is considered to be non-performing if, after a grace period, the Resource is 

not responding to AGC SetPoints at a rate at least equal to a percentage of its Automatic Response Rate 

or outside a tolerance band around the AGC SetPoint that is equal to a percentage of the Regulation 

Capacity of the Resource.  The grace period will be between two and four minutes.  The percentage of the 

Automatic Response Rate will be between 80 and 95 percent.  The percentage of the Regulation Capacity 

of the Resource will be between 5 and 15 percent.  The specific values will be published on the ISO’s 

website.   

 

A Resource that changes its direction of movement in a manner inconsistent with the AGC SetPoint is 

considered non-performing for the remainder of the settlement interval.  

 

Compensation adjustments for non-performing Resources are addressed in Section III.14.8(b)(iv).  

 



 

 

III.14.8  Regulation Market Settlement and Compensation.  

 

(a) Calculation of Regulation Clearing Prices. 

 

(i) Regulation Service clearing prices. 

The Regulation Service clearing price is set equal to the highest Regulation Service Offer of the 

Resources selected to provide Regulation pursuant to Section III.14.5.  

 

(ii) Regulation Capacity clearing prices.  

The Regulation Capacity clearing price is set such that total compensation from the Regulation 

Service clearing price and the Regulation Capacity clearing price will, based on a uniform 

clearing price applied to all selected Resources, ensure recovery of as-bid costs for Regulation 

Capacity, estimated Regulation Service, estimated energy opportunity costs, and the Resource-

specific incremental cost savings payment determined for each Resource for the planned duration 

of the settlement interval.   

 

The incremental cost savings provided by each Resource is assessed by determining the least-cost 

selection of Resources as specified in Section III.14.5 both with and without the particular 

Resource.  The incremental cost savings for the settlement interval is the estimated total cost of 

Regulation without the Resource minus the estimated total cost of Regulation with the Resource, 

including the application of penalty factors to any violation of the Regulation requirements 

constraint. 

 

(b) Compensation to Regulation Providers. 

 

(i) A Market Participant with a Resource that is selected to provide Regulation and that 

complies with the dispatch and performance requirements in Section III.14 shall receive: 

(1) A capacity payment equal to the amount of Regulation Capacity selected times 

the Regulation Capacity clearing price.  

 

(2) A service payment equal to the amount of service provided, while the Resource is 

considered to be performing as specified in Section III.14.7, as measured by the absolute 

value of the Resource’s scheduled movement at the claimed rate of response without 

 



 

delay, in megawatts, toward the AGC SetPoint in response to AGC dispatch signals times 

the Regulation Service clearing price.  

 

(ii) Calculation of Actual Energy Opportunity Costs. 

A Resource-specific Regulation energy opportunity cost for those Resources dispatchable in the 

Real-Time Energy Market is determined for each settlement interval that the Resource is selected 

to provide Regulation.  The Regulation energy opportunity cost shall be equal to the product of (i) 

the absolute value of the deviation of the Resource’s dispatch level necessary to follow the ISO’s 

Regulation signals from the Resource’s expected dispatch level if it had been dispatched in 

economic merit order and (ii) the absolute value of the difference between the Real-Time Price at 

the Node associated with the Resource and the megawatt weighted average Supply Offer or 

Demand Bid price for the energy associated with the deviation of the Resource’s expected 

dispatch level if it had been dispatched in economic merit order.  The Regulation energy 

opportunity cost for a Resource that is dispatched pursuant to Section III.1.10.9(e) shall be equal 

to zero for the settlement interval. Regulation energy opportunity costs are only incurred when a 

Resource is providing Regulation. 

 

(iii) Make-Whole Payment 

If revenues from the Regulation Capacity clearing price and the Regulation Service clearing price 

are insufficient to cover a Market Participant’s as-bid costs for the actual Regulation Capacity and 

the amount of Regulation Service provided during a settlement interval plus actual energy 

opportunity costs as calculated in Section III.14.8(b)(ii), a make-whole payment will be provided 

for the period that the Resource is considered to be performing as specified in Section III.14.7. 

 

(iv) Performance Adjustments.  

A selected Resource’s capacity payment will be reduced to reflect the proportion of time the 

Resource was determined to be non-performing pursuant to Section III.14.7.   

 

(v) Compensation for Replacement Resources 

If system conditions require the ISO to designate additional Resources in order to satisfy 

Regulation requirements for the remainder of a settlement interval without completing the 

selection process described in Section III.14.5, compensation for replacement Resources will be 

made according to the Resource’s actual performance using the Regulation Capacity clearing 

 



 

price, the Regulation Service clearing price, and any make-whole payments as specified in 

Section III.14.8(b)(iii).    

 

(c) Regulation Charges. 

Each Market Participant shall have a Regulation charge equal to its pro rata share of the Regulation 

Capacity Requirement and Regulation Service Requirement for the settlement period based on the Market 

Participant’s total Real-Time Load Obligation.  The total cost of providing Regulation for each settlement 

period is charged to Market Participants based on their pro rata share of Real-Time Load Obligation 

during the period.  For the purposes of allocating Regulation charges, the Real-Time Load Obligation of a 

Dispatchable Asset Related Demand providing Regulation shall be limited to the Minimum Consumption 

Limit of the Resource.  

 

(d) Net Energy Settlement for Alternative Technology Regulation Resources. 

  A Market Participant with an Alternative Technology Regulation Resource that is interconnected and 

metered at a single location may register the resource as a combination of the following asset types for the 

purpose of regulation energy market settlement:  

  1) an Alternative Technology Regulation Resource for the settlement of regulation capacity and 

regulation service;  

 2) a Settlement-Only Generator,  if not greater than or equal to 5 MW, or otherwise a non-

dispatchable, non-regulation capable Generator Asset for settlement of net energy injections that result 

from following AGC dispatch instructions;   

 3) an Asset Related Demand for settlement of net energy consumption; and  

 4) a load asset for settlement of net energy consumption for which the Real-Time Load 

Obligation is separately reported to the ISO. 

 

 

III.14.9  Regulation Market Testing Environment.  

The ISO administers a regulation resource test environment that allows Market Participants to evaluate or 

demonstrate the performance of Resources without an operational history of providing Regulation prior to 

participation in the Regulation Market.  

 

Resources providing Regulation under the regulation resource test environment will be compensated for 

the Regulation Capacity and Regulation Service provided in response to AGC SetPoints at the lowest of 

the Regulation Capacity Offer prices and Regulation Service Offer prices offered for any Resource 

 



 

selected during each settlement interval. Resources that are also dispatchable in the Real-Time Energy 

Market will be compensated for Regulation energy opportunity costs incurred while operating under the 

regulation resource test environment.   

 

Resources performing a minimal responsiveness test will not be compensated for Regulation. 

 

A Resource may only provide Regulation under the regulation test environment until sufficient 

operational information has been collected to verify reasonable operating parameters for the Resource or 

to determine that the Resource does not meet the eligibility requirements necessary to participate in the 

Regulation Market. 
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NCPC ACCOUNTING 

 

III.F.1.  General.  

For purposes of NCPC calculations: 

a. Effective Offers. An Effective Offer for a Resource is (1) the Supply Offer used in making the 

decision to commit the Resource, and (2) the Supply Offer used in making the decision to dispatch 

the Resource at a Desired Dispatch Point above its Economic Minimum Limit, and is subject to the 

following conditions, 

i. The Effective Offer used in making the decision to commit the Resource establishes the 

quantity and price pairs for output up to the Resource’s Economic Minimum Limit, the Start-

Up Fee, the No-Load Fee, and the operating limits used for NCPC calculations. 

ii. In the event the Resource’s Economic Minimum Limit is increased after the decision to 

commit the Resource, the energy price parameter for output at the Economic Minimum Limit 

used in making the decision to commit the Resource will be applied as the energy price 

parameter for additional output up to the increased Economic Minimum Limit. 

iii. In the event a Minimum Generation Emergency is declared, the Economic Minimum Limit 

will be replaced with the Emergency Minimum Limit for purposes of determining the energy 

price parameter of the Effective Offer. 

iv. The Effective Offer takes account of mitigation applied to the Supply Offer, whether 

performed prior to or after the commitment or dispatch decision is made. 

v. The Effective Offer takes account of a reduction in the energy price parameter, the Start-Up 

Fee or the No-Load Fee that is made prior to the end of the Resource’s Commitment Period. 

vi. In the event the ISO approves the Resource’s synchronization to the system as a Pool-

Scheduled Resource earlier than its scheduled time, the Effective Offer takes account of the 

lesser of the energy price parameter, the Start-Up Fee and the No-Load Fee in place for the 

scheduled Commitment Period or the actual early release-for-dispatch time. 

vii. A Resource that is online providing synchronous condensing is considered to be in a hot 

temperature state for the purpose of determining the Start-Up Fee for the Effective Offer 

when the Resource is requested to switch from synchronous condensing to provide energy. 

 

b. Treatment of Self-Schedules.  
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i. In the Day-Ahead Energy Market, a Resource that is committed as a Self-Schedule is treated as 

having a Supply Offer with a Start-Up Fee equal to $0, a No-Load Fee equal to $0, and an 

energy price parameter for output up to the Resource’s Economic Minimum Limit equal to 

the Energy Offer Floor.  Any amounts (MW) offered above the Economic Minimum Limit 

are evaluated based on the energy price parameters specified in the Supply Offer. 

ii. In the Real-Time Energy Market, a Resource that is committed as a Self-Schedule is treated as 

having a Supply Offer with a Start-Up Fee equal to $0, a No-Load Fee equal to $0, and an 

energy price parameter for output up to the Resource’s Economic Minimum Limit equal to 

$0/MWh.  Any amounts (MW) offered above the Economic Minimum Limit are evaluated 

based on the energy price parameters specified in the Supply Offer.  For any hour for which a 

Resource is dispatched pursuant to Section III.1.10.9(e), the Start-Up Fee and No-Lead Fee 

are equal to $0.  

iii. If the Resource’s Supply Offer contains a Self-Schedule for fewer contiguous hours than its 

Minimum Run Time, the minimum number of additional hours required to satisfy the 

Resource’s Minimum Run Time will be treated as a Self-Schedule in the Day-Ahead Energy 

Market and Real-Time Energy Market.  If the Resource is committed for one or more hours 

immediately prior to and contiguous with the Self-Schedule, the hours of that prior 

Commitment Period will be counted toward satisfying the Resource’s Minimum Run Time 

before hours subsequent to the Self-Schedule are counted.  If the Resource’s Supply Offer 

contains two Self-Schedules separated by less than the Resource’s Minimum Down Time, the 

hours between the two Self-Schedules will be treated as a Self-Schedule in the Day-Ahead 

Energy Market and Real-Time Energy Market. 

c. [Reserved.] 

d. Supply Offers Applicable When Minimum Run Time Carries Into Second Operating Day.  If a 

Resource that is committed in either (i) the Day-Ahead Energy Market, or (ii) the Resource Adequacy 

Analysis prior to the start of the Operating Day must continue to operate across an Operating Day 

boundary to satisfy its Minimum Run Time, the Supply Offer in place for hour ending 24 of the 

Operating Day is used to establish the Effective Offer for the period of the Minimum Run Time in the 

second Operating Day. If a Resource that is committed during the Operating Day must continue to 

operate across the Operating Day boundary to satisfy its Minimum Run Time, the Supply Offer in 

place for the second Operating Day is used to establish the Effective Offer for the period of the 

Minimum Run Time in the second Operating Day. 
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e. Supply Offers Applicable When Committed Prior to Day-Ahead Energy Market. If a Resource 

is committed for an Operating Day prior to the Day-Ahead Energy Market, the Supply Offer in place 

for the Operating Day at the time of the commitment is used to establish the Effective Offer for the 

period of the commitment. 

f. Eligibility for NCPC Credits When Performing Audits or Facility and Equipment Testing.   

 Market Participants are not eligible for NCPC Credits when conducting audits or Facility and 

Equipment Testing under the following conditions: 

i. When a Market Participant requests that some hours of the commitment of a Pool-Scheduled 

Resource be used to satisfy an audit, and the Market Participant has changed the Resource’s 

Economic Minimum Limit for those hours for the purpose of conducting the audit, the Market 

Participant is not eligible for Real-Time Dispatch NCPC Credits for the hours during which the audit 

is conducted.   

ii. When a Market Participant Self-Schedules a Resource to perform the audit, the Market 

Participant is not eligible for Real-Time Commitment NCPC Credits for the duration of the Self-

Schedule and is not eligible for Real-Time Dispatch NCPC Credits for the hours during which the 

audit is conducted.  

iii. When a Market Participant requests that an audit be performed that requires the ISO to dispatch 

the Resource for the audit without advance notice the Market Participant is not eligible for Real-Time 

Commitment NCPC Credits for the duration of the commitment or Real-Time Dispatch NCPC 

Credits for the hours during which the audit is conducted. 

iv. When an ISO-Initiated Claimed Capability Audit is performed pursuant to III.1.5.1.4, the Market 

Participant is not eligible for Real-Time Commitment NCPC Credits or Real-Time Dispatch NCPC 

Credits for the hours during which the audit is conducted if both of the following are true: 

1. the Resource had a summer or winter Seasonal Claimed Capability equal to 0 MW at the 

beginning of the current Capability Demonstration Year, and 

2. the ISO Initiated Claimed Capability Audit is the first Claimed Capability Audit that the Resource 

performs during that Capability Demonstration Year. 

v. When a Market Participant notifies the ISO that it is conducting Facility and Equipment Testing 

for a Pool-Scheduled Resource, the Economic Minimum Limit in place at the time of the commitment 

decision is used for calculating Real-Time Commitment NCPC Credits and the Market Participant is 
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not eligible for Real-Time Dispatch NCPC Credits for the hours during which the Facility and 

Equipment Testing is conducted. 

vi. When a Market Participant notifies the ISO that it is conducting Facility and Equipment Testing 

for a Resource that Self-Scheduled, the Market Participant is not eligible for Real-Time Commitment 

NCPC Credits for the duration of the commitment and is not eligible for Real-Time Dispatch NCPC 

Credits for the hours during which the Facility and Equipment Testing is conducted. 

The Real-Time NCPC Credit calculation for a Resource performing an audit uses the Start-Up Fee, 

No-Lead Fee and Economic Minimum Limit in the Effective Offer applicable to the Commitment 

Period during which the audit is conducted, and does not take account of any increases to the 

Economic Minimum Limit value that take place in the course of the audit. 

g. Coordinated External Transactions are Not Eligible for NCPC. Notwithstanding anything to the 

contrary in this Appendix F, Market Participants are not eligible to receive NCPC Credits for 

Coordinated External Transactions purchases or sales. 

h. Following Dispatch Instructions.  Generation Resources with an Economic Maximum Limit less 

than or equal to 50 MWs are considered to be following a Dispatch Instruction if the actual output of 

the Resource is not greater than 5 MWs above its Desired Dispatch Point and is not less than 5 MWs 

below its Desired Dispatch Point for each interval in the hour. If the Resource violates this criterion in 

any interval during the hour, the Resource is considered to be not following Dispatch Instructions for 

the entire hour.  

 

 

Section III.F.2. NCPC Credits 

III.F.2.1 Day-Ahead Energy Market NCPC Credits 

 

III.F.2.1.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a 

Resource with a Supply Offer that clears the Day-Ahead Energy Market in an hour are eligible 

for Day-Ahead Energy Market NCPC Credits for the hour. 

 

III.F.2.1.2. Settlement Period.  For purposes of calculating Day-Ahead Energy Market 

NCPC Credits, a settlement period is a period of one or more contiguous hours in an Operating 
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Day for which a Resource has cleared in the Day-Ahead Energy Market. A new settlement period 

will begin any time a Resource’s designation changes to or from a Fast Start Generator and the 

Resource is committed with the changed designation. 

 

III.F.2.1.3. Eligible Quantity.  The eligible quantity of energy for a Resource is the amount 

of energy the Resource clears in the Day-Ahead Energy Market for each hour of the settlement 

period. 

 

III.F.2.1.4 Hourly Cost.  The hourly cost for a Resource is equal to the energy price 

parameter for the eligible quantity, the Start-Up Fee and the No-Load Fee as reflected in the 

Effective Offer for each hour of the settlement period, subject to the following conditions.  

 

III.F.2.1.4.1 The Start-Up Fee is apportioned equally over the hours from the time the 

Resource is scheduled to begin its commitment through the end of the Commitment Period during 

which the Minimum Run Time is scheduled to expire.   

 

III.F.2.1.4.2 When the period of hours over which the Start-Up Fee is apportioned carries over 

into a subsequent Operating Day, the corresponding settlement period for the beginning of the 

subsequent Operating Day includes the remaining portion of the Start-Up Fee. 

 

III.F.2.1.5 Hourly Revenue.  The hourly revenue for a Resource is equal to the Day-Ahead Price 

for each hour of the settlement period multiplied by the eligible quantity for the Resource. 

  

III.F.2.1.6 Credit Calculation (non-Fast Start Generator).  The Day-Ahead Energy Market 

NCPC Credit for a Resource, other than a Fast Start Generator, is equal to the greater of (i) zero, and; (ii) 

the total hourly cost for the Resource in all hours of the settlement period minus the total hourly revenue 

for the Resource in all hours of the settlement period. 

 

III.F.2.1.7 Credit Calculation (Fast Start Generator).  The Day-Ahead Energy Market NCPC 

Credit for a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, 
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and; (ii) the hourly cost for the Resource in an hour minus the hourly revenue for the Resource in the 

hour. 

III.F.2.2 Real-Time Energy Market NCPC Credits 

Real-Time Energy Market NCPC Credits include a Real-Time Commitment NCPC Credit and a Real-

Time Dispatch NCPC Credit. 

 

III.F.2.2.1 Eligibility for Credit.  All Market Participants with an Ownership Share in a Resource 

with a Supply Offer that has been submitted in the Real-Time Energy Market in an hour are eligible for 

Real-Time Energy Market NCPC Credits for the hour. 

 

III.F.2.2.2 Real-Time Commitment NCPC Credits 

 

III.F.2.2.2.1. Settlement Period.  For purposes of calculating Real-Time Commitment NCPC Credits, 

a settlement period is a period of one or more contiguous hours in an Operating Day during which a 

Resource is online and operating pursuant to one or more commitments in the Day-Ahead Energy Market 

or Real-Time Energy Market. A new settlement period will begin any time a Resource’s designation 

changes to or from a Fast Start Generator and the Resource is committed with the changed designation. In 

the event of an interruption in operation of a Resource, operation will be considered contiguous if the 

Resource returns to operation in accordance with the original commitment issued prior to the interruption. 

 

III.F.2.2.2.2. Eligible Quantity. 

 

III.F.2.2.2.2.1. For determining the hourly costs used in calculating a Real-Time Commitment NCPC 

Credit, the eligible quantity of energy for a Resource is the amount of energy equal to the lesser of the 

Resource’s actual metered output or Economic Dispatch Point for the hour. 

 

III.F.2.2.2.2.2 For determining the hourly revenues used in calculating a Real-Time Commitment NCPC 

Credit, the eligible quantity of energy for a Resource is the lesser of the Resource’s actual metered output 

or Economic Dispatch Point for the hour, except that actual metered output is used as the eligible quantity 

(i) when the Resource is not eligible for a Real-Time Dispatch NCPC Credit and the Real-Time Price is 
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not below zero for the hour, (ii) when the Resource is ramping from an offline state to be released for 

dispatch and (iii) after the Resource has been released for shutdown. 

 

III.F.2.2.2.3. Hourly Cost.  The hourly cost for a Resource is equal to the energy price parameter for 

the eligible quantity as reflected in the Effective Offer, and the Start-Up Fee and No-Load Fee as reflected 

in the Effective Offer, for each hour of the settlement period, subject to the following conditions.  

 

III.F.2.2.2.3.1 The energy cost for an hour excludes the cost of energy produced when the Resource is 

ramping from an offline state to be released for dispatch and energy produced after the Resource has been 

released for shutdown. 

 

III.F.2.2.2.3.2 The Start-Up Fee is apportioned equally over the hours from the time the Resource is 

released for dispatch through the end of the Commitment Period during which the Minimum Run Time is 

scheduled to expire, subject to the following conditions:  

(a) The Start-Up Fee is reduced in proportion to the number of minutes after 30 the Resource is 

released for dispatch, as measured from the time the Resource was scheduled to be released 

for dispatch, divided by the time from when the Resource was scheduled to be released for 

dispatch through the end of the Commitment Period during which the Minimum Run Time 

was scheduled to expire. 

(b) The Start-Up Fee is excluded from the hourly costs calculation if the Resource is 

synchronized to the system prior to its scheduled synchronization time without the ISO’s 

approval of the Resource’s synchronization as a Pool-Scheduled Resource. 

(c) The portion of the Start-Up Fee apportioned to any hour during which the Resource is not 

online because the Resource has tripped is excluded from the hourly cost calculation, except 

in the event the Resource is not online due to a trip that results from equipment failure 

involving equipment located on the electric network beyond the low voltage terminals of the 

Resource’s step-up transformer.  It is the responsibility of the Lead Market Participant for the 

Resource to inform the ISO at xtrip@iso-ne.com within 30 days that the trip was the result of 

such a transmission-related event.  

(d) The Start-Up Fee is not reduced when the Resource has shutdown with the ISO’s approval 

prior to the end of its Commitment Period. 

Page 62 



 

(e) The additional Start-Up Fee for a Resource requested to re-start following a trip is 

apportioned equally over the remaining hours of the Commitment Period when the ISO 

requests a Resource to re-start to complete its Commitment Period. 

(f) When the period of hours over which the Start-Up Fee is apportioned carries over into a 

subsequent Operating Day, the corresponding settlement period for the beginning of the 

subsequent Operating Day includes the remaining portion of the Start-Up Fee. 

 

III.F.2.2.2.3.3. The No-Load Fee is applied to each hour during the period when the Resource is online 

following its release for dispatch and prior to its release for shutdown.  The No-Load Fee is pro-rated for 

the hour during which the Resource is released for dispatch, the hour during which the Resource is 

released for shutdown, and any other hour during which the Resource operates for less than 60 minutes. 

 

III.F.2.2.2.4 Hourly Revenue. The hourly revenue for a Resource is equal to the Real-Time Price for 

each hour of the settlement period multiplied by the eligible quantity.  The hourly revenue for an hour is 

increased by the amount by which the hourly revenues in the Real-Time Dispatch NCPC Credit 

calculation in Section III.F.2.2.3.4 exceed the hourly costs in the Real-Time Dispatch NCPC Credit 

calculation in Section III.F.2.2.3.3 for that hour.  The revenues when the Resource is ramping from an 

offline state to be released for dispatch are apportioned equally to the hours of the Minimum Run Time. 

 

III.F.2.2.2.4.1. Revenues for output up to the Resource’s Economic Minimum Limit in a Self-Scheduled 

hour, calculated as the Real-Time Price multiplied by the output, are excluded from the hourly revenue 

for the Real-Time Commitment NCPC Credit calculation. 

 

III.F.2.2.2.5 Credit Calculation (for non-Fast Start Generators).  The Real-Time Commitment 

NCPC Credit for a Resource, other than a Fast Start Generator, is equal to: 

 

(a)  for the portion of each Commitment Period within a settlement period that contain hours of 

the Minimum Run Time, the greater of (i) zero, and; (ii) the total hourly cost for the Resource 

for the period minus the total hourly revenue for the Resource for the period, 

 

plus,  
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(b) for each remaining hour of the settlement period following the completion of the Minimum 

Run Time, the greater of ((i) zero, and; (ii) the maximum potential net revenues for the 

Resource in the period) minus the actual net revenues for the Resource in the period, where 

(i) The maximum potential net revenue is the maximum accumulated net 

hourly revenue for operating and then shutting down during the 

period. 

(ii) The actual net revenue is the accumulated net hourly revenue over the 

period. 

(iii) The net hourly revenue is the hourly revenues minus hourly costs in each 

hour of the period. 

 

III.F.2.2.2.6. Credit Calculation (for Fast Start Generators).  The Real-Time Commitment NCPC 

Credit for a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, 

and; (ii) the hourly cost for the Resource in an hour minus the hourly revenue for the Resource in the 

hour. 

III.F.2.2.3. Real-Time Dispatch NCPC Credits 

 

III.F.2.2.3.1 Settlement Period.  For purposes of calculating Real-Time Dispatch NCPC Credits, a 

settlement period is an hour when the Desired Dispatch Point and the actual metered output for a 

Resource are each greater than its Economic Dispatch Point, excluding any period of time when the 

Resource is ramping from an offline state to be released for dispatch and after the Resource has been 

released for shutdown. 

 

III.F.2.2.3.2. Eligible Quantity.   

 

III.F.2.2.3.2.1. For determining the hourly costs used in calculating a Real-Time Dispatch NCPC Credit, 

the eligible quantity of energy for a Resource is the Resource’s Economic Dispatch Point for the hour 

subtracted from the lesser of the Resource’s actual metered output or Desired Dispatch Point for the hour. 
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III.F.2.2.3.2.2. For determining the hourly revenues used in calculating a Real-Time Dispatch NCPC 

Credit, the eligible quantity of energy for a Resource is the Resource’s actual metered output for the hour 

minus the Resource’s Economic Dispatch Point for the hour, except that the Resource’s Economic 

Dispatch Point for the hour subtracted from the lesser of the Resource’s actual metered output or Desired 

Dispatch Point for the hour is used as the eligible quantity when the Real-Time Price is below zero for the 

hour. 

 

III.F.2.2.3.3 Hourly Cost.  The hourly cost for a Resource is equal to the energy price parameter for 

the eligible quantity as reflected in the Effective Offer and does not include the Start-Up Fee or the No-

Load Fee. 

 

III.F.2.2.3.4 Hourly Revenue.  The hourly revenue for a Resource is equal to the Real-Time Price for 

the hour multiplied by the eligible quantity, plus the portion of regulation opportunity costs attributed to 

operation in response to Regulation AGC dispatch signals at a level above the Resource’s expected 

economic dispatch level, as specified in Section III.14.8(b)(ii). 

 

III.F.2.2.3.5. Credit Calculation.  The Real-Time Dispatch NCPC Credit for a Resource in an hour is 

equal to the greater of (i) zero and (ii) the hourly cost minus the hourly revenue for the Resource. 

 

III.F.2.3. Special Case NCPC Credit Calculations 

 

III.F.2.3.1. Day-Ahead External Transaction Import and Increment Offer NCPC  

Credits 

 

III.F.2.3.1.1. Eligibility for Credit.  All Market Participants with pool-scheduled External Transaction 

imports or Increment Offers at an External Node are eligible for Day-Ahead External Transaction Import 

and Increment Offer NCPC Credits, with the exception of External Transactions that are conditioned 

upon Congestion Costs not exceeding a specified level.   
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III.F.2.3.1.2. Hourly Offer.  The Day-Ahead offer for a pool-scheduled External Transaction import 

or Increment Offer at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the offer price.  

 

III.F.2.3.1.3. Hourly Revenue.  The Day-Ahead revenue for a pool-scheduled External Transaction 

import or Increment Offer at an External Node for an hour is equal to the cleared Day-Ahead transaction 

amount (MW) for the hour multiplied by the Day-Ahead Price.  

 

III.F.2.3.1.4. Credit Calculation.  A Day-Ahead External Transaction Import and Increment Offer 

NCPC Credit for an External Transaction import or Increment Offer, for an hour, is equal to any portion 

of the Day-Ahead offer in excess of the Day-Ahead revenue for the hour; provided, however, that if a 

Market Participant has a pool-scheduled External Transaction import or Increment Offer for a given 

External Node and hour and the Market Participant or its Affiliate also has an External Transaction export 

or Decrement Bid for the same External Node and hour, the Day-Ahead External Transaction Import and 

Increment Offer NCPC Credit for the hour is calculated only for any amount (MW) of the External 

Transaction import or Increment Offer at the External Node for the hour that is not offset by the amount 

(MW) of the External Transaction export or Decrement Bid at the External Node for the hour.  If multiple 

External Transaction imports or Increment Offers at an External Node are eligible for a Day-Ahead 

External Transaction Import and Increment Offer NCPC Credit, then for purposes of the offsetting 

determination in the prior sentence External Transaction imports and Increment Offers will be offset in 

order from the highest to the lowest-priced transactions or offers.   

 

III.F.2.3.2. Day-Ahead External Transaction Export and Decrement Bid NCPC Credits 

 

III.F.2.3.2.1. Eligibility for Credit.  All Market Participants with pool-scheduled External Transaction 

exports or Decrement Bids at an External Node are eligible for Day-Ahead External Transaction Export 

and Decrement Bid NCPC Credits, with the exception of External Transactions that are conditioned upon 

Congestion Costs not exceeding a specified level. 

 

III.F.2.3.2.2. Hourly Bid.  The Day-Ahead bid for a pool-scheduled External Transaction export or 

Decrement Bid at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the bid price.  
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III.F.2.3.2.3. Hourly Cost.  The Day-Ahead cost for a pool-scheduled External Transaction export or 

Decrement Bid at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the Day-Ahead Price at the External Node.  

 

III.F.2.3.2.4. Credit Calculation.  A Day-Ahead External Transaction Export and Decrement Bid 

NCPC Credit for an External Transaction export or Decrement Bid, for an hour, is equal to any portion of 

the Day-Ahead hourly cost in excess of its Day-Ahead hourly bid for the hour; provided, however, that if 

a Market Participant has a pool-scheduled External Transaction export or Decrement Bid for a given 

External Node and hour and the Market Participant or its Affiliate also has an External Transaction import 

or Increment Offer for the same External Node and hour, the Day-Ahead External Transaction Export and 

Decrement Bid NCPC Credit for the hour is calculated only for any amount (MW) of the External 

Transaction export or Decrement Bid at the External Node for the hour that is not offset by the amount 

(MW) of the total cleared External Transaction import or Increment Offer at the External Node for the 

hour.  If multiple External Transaction exports or Decrement Bids at an External Node are eligible for a 

Day-Ahead External Transaction Export and Decrement Bid NCPC Credit, then for purposes of the 

offsetting determination in the prior sentence External Transaction exports and Decrement Bids will be 

offset in order from the lowest to the highest-priced transactions or bids. 

 

III.F.2.3.3. Real-Time External Transaction NCPC Credits (Import and Export) 

 

III.F.2.3.3.1. Eligibility for Credit.  All Market Participants that submit pool-scheduled External 

Transactions (import or export) are eligible for Real-Time External Transaction NCPC Credits, with the 

exception of External Transactions to wheel energy through the New England Control Area. 

 

III.F.2.3.3.2. Eligible Quantity. 

 

(a) For each hour, the eligible quantity of energy for an External Transaction in the Real-Time 

Energy Market that either (i) did not clear in the Day-Ahead Energy Market, or (ii) cleared in the 

Day-Ahead Energy Market and the price was subsequently revised in the Re-Offer Period, is the 

External Transaction amount (MW) pool-scheduled in the Real-Time Energy Market. 
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(b) For each hour, the eligible quantity of energy for an External Transaction in the Real-Time 

Energy Market that cleared in the Day-Ahead Energy Market and the price was not subsequently 

revised in the Re-Offer Period, is the Real-Time scheduled transaction amount in excess of the 

cleared Day-Ahead scheduled transaction amount. 

 

III.F.2.3.3.3. Hourly Offer. The hourly offer for a pool-scheduled External Transaction import for an 

hour is equal to the eligible quantity multiplied by the offer price for the hour. 

 

III.F.2.3.3.4. Hourly Revenue. The hourly revenue for a pool-scheduled External Transaction import 

for an hour is equal to the eligible quantity multiplied by the Real-Time Price for the hour. 

 

III.F.2.3.3.5. Hourly Bid. The hourly bid for a pool-scheduled External Transaction export for an hour 

is equal to the eligible quantity multiplied by the bid price for the hour. 

 

III.F.2.3.3.6. Hourly Cost. The Real-Time cost for a pool-scheduled External Transaction export for 

an hour is equal to the eligible quantity multiplied by the Real-Time Price. 

 

III.F.2.3.3.7. Credit Calculation. A Real-Time External Transaction NCPC Credit for an External 

Transaction import for an hour is equal to any portion of the hourly offer in excess of the hourly revenue.  

A Real-Time External Transaction NCPC Credit for an External Transaction export for an hour is equal to 

any portion of the hourly cost in excess of the hourly bid. 

III.F.2.3.4. Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand 

Resources (Pumps Only) Postured for Reliability 

 

III.F.2.3.4.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a 

Dispatchable Asset Related Demand Resource are eligible for real-time posturing NCPC credits for the 

pumping of a Dispatchable Asset Related Demand Resource that has been Postured to increase 

consumption. 
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III.F.2.3.4.2. Eligible Quantity. The eligible quantity for a Resource for each hour is the lesser of the 

Desired Dispatch Point or the Resource’s actual metered consumption. 

 

III.F.2.3.4.3. Hourly Bid. The hourly bid is the greater of, for the eligible quantity of the Resource, the 

Demand Bid for the hour at the time the ISO initiates the Posturing action or the Demand Bid for the hour 

if revised after the Posturing action is initiated.   

 

III.F.2.3.4.4. Hourly Cost. The hourly cost is equal to the eligible quantity multiplied by the Real-

Time Price. 

 

III.F.2.3.4.5. Credit Calculation.  The real-time posturing NCPC credit for an hour for the pumping 

of a Postured Dispatchable Asset Related Demand Resource is equal to any portion of the hourly cost in 

excess of the hourly bid. 

 

III.F.2.3.5. Real-Time Synchronous Condensing NCPC Credits 

 

III.F.2.3.5.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a Resource 

that is dispatched as a Synchronous Condenser are eligible for Real-Time Synchronous Condensing 

NCPC Credits. 

 

III.F.2.3.5.2. Condensing Offer Amount.  The condensing offer amount for a Resource is equal to the 

number of hours that the Resource is dispatched as a Synchronous Condenser in an Operating Day 

multiplied by the hourly price to condense as specified in the Offer Data for the Resource.  For a 

Resource committed from an offline state to provide synchronous condensing, the condensing offer 

amount includes the condensing start-up fee as specified in the Offer Data for the Resource.  In the event 

an hourly price to condense or condensing start-up fee is not included in the Offer Data for the Resource 

for the hours that the Resource is dispatched as a Synchronous Condenser, the value for the parameter 

will be zero. 
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III.F.2.3.5.3. Credit Calculation.  The Real-Time Synchronous Condensing NCPC Credit for a 

Resource for an Operating Day is equal to the condensing offer amount for that Operating Day.   

 

III.F.2.3.6. Cancelled Start NCPC Credits 

 

III.F.2.3.6.1. Eligibility for credit.  All Market Participants with an Ownership Share in a Pool-

Scheduled Resource are eligible for Cancelled Start NCPC Credits if the ISO cancels its commitment of 

the Pool-Schedule Resource before the Resource is synchronized to the New England Transmission 

System, except that a Market Participant is not eligible for a credit under the following conditions: 

 

(a) The start is cancelled before the commencement of the Notification Time;  

(b) The Resource’s Notification Time as reflected in the Effective Offer is equal to or greater than 24 

hours; 

(c) The Resource is synchronized to the New England Transmission System for a Self-Schedule 

within the period of time equal to the lesser of its Minimum Down Time or 10 hours after 

receiving the ISO cancelled start order; or 

(d) The Resource fails to meet its scheduled synchronization time and the ISO cancelled start order is 

issued more than two hours after the Resource’s scheduled synchronization time. 

 

III.F.2.3.6.2. Credit Calculation.  The Cancelled Start NCPC Credit for a Resource is equal to the 

Start-Up Fee reflected in the Effective Offer multiplied by the percentage of the Notification Time, as 

reflected in the Effective Offer, that the Resource completed prior to the ISO cancelled start order, where: 

 

(a) The percentage of Notification Time completed is equal to the number of minutes after the start 

of the Notification Time the Resource was cancelled divided by the Notification Time, and 

cannot exceed 100%. 

 

III.F.2.3.7. Hourly Shortfall NCPC Credits 
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III.F.2.3.7.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a generating 

Resource that is pool-scheduled in the Day-Ahead Energy Market are eligible for Hourly Shortfall NCPC 

Credits for an hour if the ISO cancels its commitment of a non-Fast Start Generator or does not dispatch a 

Fast Start Generator for the hour and the Resource is offline and available for operation, except that a 

Market Participant is not eligible for a credit under the following conditions: 

  

(a) The Resource has been Postured for all or part of the hour; 

(b)  The Resource is a Limited Energy Resource that has been Postured during a prior hour in the 

Operating Day; or 

(c)  The Resource is an Intermittent Power Resource. 

 

III.F.2.3.7.2. Settlement Period. For purposes of calculating Hourly Shortfall NCPC Credits, a 

settlement period is a period of one or more contiguous hours in an Operating Day during which a 

Resource is eligible for an Hourly Shortfall NCPC Credit. A new settlement period will begin any time a 

Resource’s designation changes to or from a Fast Start Generator and the Resource is committed with the 

changed designation. 

 

III.F.2.3.7.3. Eligible Quantity. The eligible quantity for each hour of the settlement period is: 

 

(a) zero for a Fast Start Generator in the event the total of the energy price parameter, Start-Up Fee 

parameter and No-Load Fee parameter of the Supply Offer in the Real-Time Energy Market for the 

amount of energy cleared in the Day-Ahead Energy Market for the hour is greater than the total of the 

corresponding parameters of the Effective Offer in the Day-Ahead Energy Market for the hour; 

i. For purposes of this evaluation, (1) if the ISO is not able to honor a request to be Self-

Scheduled for the hour under Section III.1.10.9(d), the Start-Up Fee, No-Lead Fee and energy 

at the Economic Minimum Limit are equal to $0, and (2) if the ISO is not able to honor a 

request to be dispatched for the hour under Section III.1.10.9(e), the Start-Up Fee and No-

Lead Fee are equal to $0 and the energy at the requested dispatch level is the Energy Price 

Floor. 

(b) the Day-Ahead Economic Minimum Limit for a non-Fast Start Generator in the event the total of the 

energy price parameter of the Supply Offer in the Real-Time Energy Market for the amount of energy 

cleared in the Day-Ahead Energy Market above the Day-Ahead Economic Minimum Limit for an 
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hour is greater than the total of the corresponding parameters of the Effective Offer in the Day-Ahead 

Energy Market for the hour;  

 

and if neither (a) nor (b) applies, then 

 

(c) the minimum of (i) the amount of energy cleared in the Day-Ahead Energy Market for an hour and 

(ii) the Resource’s Economic Maximum Limit or a Limited Energy Resource limit imposed for the 

hour in the Real-Time Energy Market. 

 

III.F.2.3.7.4. Credit Calculation (for non-Fast Start Generators). The Hourly Shortfall NCPC 

Credit for a Resource, other than a Fast Start Generator, is equal to: 

(a) the greater of (i) zero and (ii) the total of (the Real-Time Price minus the Day-Ahead Price for an 

hour, multiplied by the Day-Ahead Economic Minimum Limit for the hour) for all hours of the 

settlement period, 

plus 

(b) for each hour of the settlement period, the greater of (i) zero and (ii) the Real-Time Price minus the 

Day-Ahead Price for an hour, multiplied by the eligible quantity minus the Day-Ahead Economic 

Minimum Limit for the hour. 

 

III.F.2.3.7.5. Credit Calculation (for Fast Start Generators). The Hourly Shortfall NCPC Credit for 

a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, and (ii) the 

Real-Time Price minus the Day-Ahead Price for an hour, multiplied by the eligible quantity for the hour. 

 

III.F.2.3.8. Real-Time Posturing NCPC Credits for Limited Energy Resources Postured for 

Reliability 

 

III.F.2.3.8.1. Eligibility for Credit. All Market Participants with an Ownership Share in a Limited 

Energy Resource are eligible for real-time posturing NCPC credits for any Operating Day during which 

the Resource has been Postured, when a request to minimize the as-bid production costs of the Resource 

has been submitted. For purposes of calculating real-time posturing NCPC credits, the Resource is treated 
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as a Fast Start Generator only if it is designated as such at the time of the commitment decision for the 

Commitment Period during which the Resource was Postured, and if not the Resource is treated as a non-

Fast Start Generator.  If the Resource is offline at the time it is Postured, then its designation as a Fast 

Start Generator or non-Fast Start Generator is determined as of the time of the Posturing decision. 

 

III.F.2.3.8.2. Settlement Period. For purposes of calculating real-time posturing NCPC credits for 

Limited Energy Resources, a settlement period is the period of one or more contiguous hours from the 

initiation of Posturing through the end of the Operating Day.  

 

III.F.2.3.8.3 Resources Sharing a Single Fuel Source. When Limited Energy Resources that share a 

fuel source are Postured, for purposes of calculating real-time posturing NCPC credits the energy 

available to the Postured Resources will be allocated among the Postured Resources sharing the fuel 

source as indicated by estimates of available energy provided by the Lead Market Participant for each 

Resource prior to Posturing. 

 

III.F.2.3.8.4. Estimated Replacement Cost of Energy. The estimated replacement cost of energy is 

(i) the average of the Day-Ahead Prices for hours ending 3 through 5 in the subsequent Operating Day for 

pumped storage generators, or (ii) the product of the oil index price multiplied by the oil-fired generator 

proxy heat rate for fuel oil-fired generators, or (iii) zero for Resources other than pumped storage 

generators and fuel oil-fired generators. 

For fuel oil-fired generators, the oil index price is the ultra low-sulfur No. 2 oil measured at New 

York Harbor plus a seven percent markup for transportation, and the oil-fired generator proxy 

heat rate is the average of the heat rate at Economic Min and the heat rate at Economic Max, 

where the heat rate at Economic Min is, for a Resource, the average hourly energy price 

parameter of the Supply Offer at the Resource’s Economic Minimum Limit at the time of the 

Posturing decision divided by the oil index price, and  the heat rate at Economic Max is, for a 

Resource, the average hourly energy price parameter of the Supply Offer at the Resource’s 

Economic Maximum Limit at the time of the Posturing decision divided by the oil index price. 

 

III.F.2.3.8.5. Estimated Revenue. The estimated revenue for a Resource is the optimized energy 

output multiplied by the Real-Time Price for all hours in the settlement period. The optimized energy 
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output is estimated for each hour by allocating the Postured energy to hours that the Resource would have 

operated had it not been Postured based on Real-Time Prices in the Operating Day, subject to the 

following conditions: 

 

(a) the optimized energy output determination will take account of the  Resource’s Economic Minimum 

Limit, and Economic Maximum Limit. 

(b) the optimized energy output determination will take account of the estimated avoided cost of 

replacing energy that is not allocated to any hour and remains available at the end of the Operating 

Day. 

(c) for non-Fast Start Generators, the optimized energy output is calculated for the contiguous hours from 

the time the Resource is Postured until the available energy is depleted. 

 

III.F.2.3.8.6. Estimated Avoided Replacement Cost. The estimated avoided replacement cost for an 

Operating Day is the remaining energy that would have been available at the end of the Operating Day 

had the Resource operated in accordance with the optimized energy output determination in Section 

III.F.2.3.8.5, plus any increase in the remaining energy resulting from pumping during the Operating Day 

after the Resource is Postured, multiplied by the estimated replacement cost of energy. 

 

III.F.2.3.8.7. Actual Revenue. The actual revenue for a Resource is the actual metered output 

multiplied by the Real-Time Price for all hours in the settlement period. 

 

III.F.2.3.8.8. Actual Avoided Replacement Cost. The actual avoided replacement cost for an 

Operating Day is the actual remaining energy at the end of the Operating Day multiplied by the estimated 

replacement cost of energy. 

 

III.F.2.3.8.9. Credit Calculation. The real-time posturing NCPC credit for Limited Energy Resources 

is equal to the greater of (i) zero and (ii) the estimated revenue plus the estimated avoided replacement 

cost, minus the actual revenue plus the actual avoided replacement cost. 

III.F.2.3.9. Real-Time Posturing NCPC Credits for Generators (Other Than Limited Energy 

Resources) Postured for Reliability 
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III.F.2.3.9.1. Eligibility for Credit. All Market Participants with an Ownership Share in a generating 

Resource, other than a Limited Energy Resource, are eligible for real-time posturing NCPC credits for the 

hours during which the Resource has been Postured. 

 

III.F.2.3.9.2. Settlement Period. For purposes of calculating real-time posturing NCPC credits, a 

settlement period is an hour during which the generating Resource is Postured. 

 

III.F.2.3.9.3. Offer Used for Estimated Hourly Revenue and Cost. For purposes of calculating real-

time posturing NCPC credits, the offer parameters used to estimate revenue and cost for an hour are: 

 

(a) the higher of the energy price parameter specified in (i) the Supply Offer for the hour at the time the 

ISO Postures the Resource, or (ii) the Supply Offer for the hour at the start of the hour. 

(b) for Resources Postured offline, the Start-Up Fee and No-Load Fee specified in the Supply Offer for 

the hour at the time the Resource is Postured. 

(c) for Resources Postured to remain online but reduce output, the Start-Up Fee and No-Load Fee are 

calculated pursuant to Section III.F.2.2.2.3. 

 

III.F.2.3.9.4. Estimated Hourly Revenue. The estimated hourly revenue for a Resource is the 

optimized energy output multiplied by the Real-Time Price for the hour. The optimized energy output is 

estimated for each hour by determining where the Resource would have operated had it not been Postured 

based on Real-Time Prices.  The optimized energy output determination will take account of the energy 

price parameter of the Supply Offer and the Resource’s Economic Minimum Limit and Economic 

Maximum Limit. 

 

III.F.2.3.9.5. Estimated Hourly Cost. The estimated hourly cost for a Resource is the energy price 

parameter of the Supply Offer for the optimized energy output for the hour, plus the Start-Up Fee and the 

No-Load Fee, subject to the following conditions: 

 

(a) For a Fast Start Generator Postured offline, the Start-Up Fee is included in each hour’s cost and is 

not subject to apportionment. 
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(b) For a non-Fast Start Generator Postured offline, the Start-Up Fee is apportioned, in accordance 

with Section III.F.2.2.2.3.2, as if its commitment had not been cancelled. 

For purposes of determining the estimated hourly cost for a Resource, the Resource is treated as a Fast 

Start Generator only if it is designated as such at the time of the commitment decision for the 

Commitment Period during which the Resource was Postured, and if not the Resource is treated as a non-

Fast Start Generator.  If the Resource is offline at the time it is Postured, then its designation as a Fast 

Start Generator or non-Fast Start Generator is determined as of the time of the Posturing decision. 

 

III.F.2.3.9.6. Actual Hourly Revenue. The actual hourly revenue for a Resource is the actual metered 

output multiplied by the Real-Time Price for the hour. 

 

III.F.2.3.9.7. Actual Hourly Cost. The actual hourly cost for a Resource Postured to remain online but 

reduce output is the energy price parameter of the Supply Offer in place at the start of the hour for the 

actual metered output, plus the Start-Up Fee and No-Load Fee calculated pursuant to Section III.F.2.2.2.3. 

The actual hourly cost for a Resource Postured offline is zero.  

 

III.F.2.3.9.8. Credit Calculation. The real-time posturing NCPC credit for a generator, other than a 

Limited Energy Resource, is equal to the greater of (i) zero and (ii) the estimated hourly revenue minus 

the estimated hourly cost, minus the actual hourly revenue minus actual hourly cost. 

 

III.F.2.4. Apportionment of NCPC Credits 

 

Each of the Day-Ahead Energy Market NCPC Credits for a non-Fast Start Generator are apportioned to 

the hours with negative net revenues in proportion to each hour’s negative net revenue divided by the sum 

of the negative net revenue for all hours in the settlement period.   

 

Each of the Real-Time Commitment NCPC Credits for a non-Fast Start Generator is apportioned as 

follows: (i) for the portion of each Commitment Period within a settlement period that contains hours of 

the Minimum Run Time, to the hours with negative net revenues in proportion to each hour’s negative net 

revenue divided by the sum of the negative net revenue in the portion of the Commitment Period, and (ii) 
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for all remaining hours of the settlement period, to the hours with negative net revenues in proportion to 

each hour’s negative net revenue divided by the sum of the negative net revenue in the period.   

 

Each of the Hourly Shortfall NCPC Credits for a non-Fast Start Generator for energy cleared in the Day-

Ahead Energy Market at the Resource’s Economic Minimum Limit is apportioned to the hours in which 

the Real-Time Price exceeds the Day-Ahead Price, for all hours in the settlement period . 

 

The following NCPC credits are assigned to the hours for which the credit was calculated: 

• Day-Ahead Energy Market NCPC Credits for Fast Start Generators, 

• Real-Time Commitment NCPC Credits for Fast Start Generators, 

• Real-Time Dispatch NCPC Credits for all Resources, 

• Day-Ahead External Transaction Import and Increment Offer NCPC Credits, 

• Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, 

• Real-Time External Transaction NCPC Credits, 

• Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand Resources 

(Pumps Only) Postured for Reliability, 

• Hourly Shortfall NCPC Credits for Fast Start Generators, and  

• Hourly Shortfall NCPC Credits for non-Fast Start Generators for energy cleared in the 

Day-Ahead Energy Market above the Resource’s Economic Minimum Limit. 

 

III.F.2.5. NCPC Credit Designation for Purposes of NCPC Cost Allocation.  Each hourly credit 

for Day-Ahead Energy Market NCPC Credits, Real-Time Commitment NCPC Credits, Real-Time 

Dispatch NCPC Credits, Day-Ahead External Transaction Import and Increment Offer NCPC Credits, 

Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, Real-Time External 

Transaction NCPC Credits, Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand 

Resources (Pumps Only) Postured for Reliability, Hourly Shortfall NCPC Credits, and Real-Time 

Posturing NCPC Credits for Generators (Other Than Limited Energy Resources) Postured For Reliability, 

and each daily credit for Real-Time Synchronous Condensing NCPC Credits, Cancelled Start NCPC 

Credits, and Real-Time Posturing NCPC Credits for Limited Energy Resources Postured for Reliability, 

is designated as first contingency, second contingency, voltage (VAR), distribution (SCR), ISO initiated 
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audits and Minimum Generation Emergency consistent with the reason provided by the ISO when issuing 

a Dispatch Instruction for the Resource.  If there is more than one reason provided by the ISO when 

issuing the Dispatch Instruction, the NCPC Credits are divided equally for purposes of the above 

designations.  With the exception of Day-Ahead External Transaction Import and Increment Offer NCPC 

Credits and Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, the hourly credits 

are summed to determine the total credits for each NCPC Charge category for a day. 

III.F.3.   Charges for NCPC  

 

III.F.3.1.  Cost Allocation.  

III.F.3.1.1 Day-Ahead Energy Market NCPC Cost Allocation.  NCPC costs for the Day-Ahead 

Energy Market are allocated and charged as follows: 

(a) The total NCPC cost for the Day-Ahead Energy Market associated with Pool-Scheduled 

Resources scheduled in the Day-Ahead Energy Market for the provision of voltage or VAR 

support (including Synchronous Condensers and Postured Resources but excluding Special 

Constraint Resources) are charged in accordance with the provisions of Schedule 2 of Section 

II of the Transmission, Markets and Services Tariff. 

(b) The total NCPC cost for the Day-Ahead Energy Market for resources designated as Special 

Constraint Resources in the Day-Ahead Energy Market are allocated and charged in 

accordance with Schedule 19 of Section II of the Transmission, Markets and Services Tariff. 

(c) The total NCPC cost for the Day-Ahead Energy Market for resources identified as Local 

Second Contingency Protection Resources for the Day-Ahead Energy Market for one or more 

Reliability Regions is allocated and charged in accordance with Section III.F.3.3.  

(d) For each External Node, the total NCPC cost for Day-Ahead External Transaction Import and 

Increment Offer NCPC Credits at an External Node for an hour is allocated and charged to 

Market Participants based on their pro-rata share of the sum of their Day-Ahead Load 

Obligations at the External Node for the hour. 

(e) For each External Node, the total Day-Ahead External Transaction Export and Decrement 

Bid NCPC Credits at an External Node for an hour is allocated and charged to Market 

Participants based on their pro-rata share of the sum of their Day-Ahead Generation 

Obligations at the External Node for the hour. 

(f) All remaining NCPC costs for the Day-Ahead Energy Market are allocated and charged to 

Market Participants based on their pro rata daily share of the sum of of Day-Ahead Load 

Obligations over all Locations (including the Hub), 
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III.F.3.1.2. Real-Time Energy Market NCPC Cost Allocation.  NCPC costs for the Real-Time 

Energy Market are allocated and charged as follows, subject t the conditions in Section III.F.3.1.3: 

(a) The total NCPC cost for the Real-Time Energy Market associated with Pool-Scheduled 

Resources scheduled in the Real-Time Energy Market for the provision of voltage or VAR 

support (including Synchronous Condensers and Postured Resources but excluding Special 

Constraint Resources) are allocated and charged in accordance with the provisions of 

Schedule 2 of Section II of the Transmission, Markets and Services Tariff. 

(b) The total NCPC cost for the Real-Time Energy Market for resources designated as Special 

Constraint Resources in the Real-Time Energy Market are allocated and charged in 

accordance with Schedule 19 of Section II of the Transmission, Markets and Services Tariff. 

(c) The total ISO initiated audit NCPC cost for resources performing an ISO initiated audit is 

allocated and charged to Market Participants based on their pro rata daily share of the sum of 

their Real-Time Load Obligations, excluding Real-Time Load Obligations associated with 

Dispatchable Asset Related Demand Resources (pumps only). 

(d) The total NCPC cost for resources following Dispatch Instructions while being postured in 

the Real-Time Energy Market is allocated and charged to Market Participants based on their 

pro rata daily share of the sum of their Real-Time Load Obligations, excluding Real-Time 

Load Obligations associated with postured Dispatchable Asset Related Demand Resources 

(pumps only). 

(e) The total NCPC cost for the Real-Time Energy Market for resources identified as Local 

Second Contingency Protection Resources for the Real-Time Energy Market for one or more 

Reliability Regions is allocated and charged in accordance with Section III.F.3.3. 

(f) Total Minimum Generation Emergency Credits within a Reliability Region are allocated and 

charged hourly to Market Participants based on each Market Participant’s pro rata share of 

Real-Time Generation Obligations, excluding that portion of a Market Participant’s Real-

Time Generation Obligation within a Reliability Region that is eligible for a Real-Time 

Dispatch NCPC Credit pursuant to Section III.F.2.2.3 during a Minimum Generation 

Emergency. 

(g) All remaining NCPC costs for the Real-Time Energy Market are allocated and charged to 

Market Participants based on their pro rata daily share of the sum of the absolute values of a 

Market Participant’s (i) Real-Time Load Obligation Deviations in MWhs during that 

Operating Day; (ii) generation deviations for Pool-Scheduled Resources not following 

Dispatch Instructions, Self-Scheduled Resources with dispatchable increments above their 

Self-Scheduled amounts not following Dispatch Instructions, and Self-Scheduled Resources 
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not following their Day-Ahead Self-Scheduled amounts other than those Self-Scheduled 

Resources that are following Dispatch Instructions, including External Resources, in MWhs 

during the Operating Day; and (iii) deviations from the Day-Ahead Energy Market for 

External Transaction purchases in MWhs during the Operating Day.  The Real-Time 

deviations calculation is specified in greater detail in Section III.F.3.2. 

 

III.F.3.1.3 Additional Conditions for Real-Time Energy Market NCPC Cost Allocation. 

(a) If a generation resource has been scheduled in the Day-Ahead Energy Market and the ISO 

determines that the unit should not be run in order to avoid a Minimum Generation 

Emergency, the generation owner will be responsible for all Real-Time Energy Market 

Deviation Energy Charges but will not incur generation related deviations for the purpose of 

allocating NCPC costs for the Real-Time Energy Market.  

(b) Any difference between the actual consumption (Real-Time Load Obligation) of 

Dispatchable Asset Related Demand Resources and Dispatchable Asset Related Demand bids 

that clear in the Day-Ahead Energy Market that result from operation in accordance with the 

ISO’s instructions shall be excluded from the Market Participant Real-Time Load Obligation 

Deviation for the purpose of allocating costs for Real-Time Energy Market NCPC Credits. 

 

 

III.F.3.2 Market Participant Share of Real-Time Deviations for Real-Time Energy Market 

NCPC Credits.  

Each Market Participant’s pro-rata share of the Real-Time deviations for Real-Time Energy Market 

NCPC Credits is the following:  

 

(a)  If the Day-Ahead Economic Minimum Limit is equal to the Real-Time Economic Minimum 

Limit and the Real-Time Economic Minimum Limit is greater than or equal to the Resource’s Desired 

Dispatch Point:  Real-Time generation deviation is the greater of the absolute value of (actual metered 

output – cleared Day-Ahead MWh) or (actual metered output – Real-Time Economic Minimum Limit) 

for each generating Resource. If the deviation calculated above is less than or equal to 5% of cleared Day-

Ahead MWh or less than or equal to 5 MWh, then deviation = 0.  

 

(b)  If the Day-Ahead Economic Minimum Limit is not equal to Real-Time Economic Minimum 

Limit and the Real-Time Economic Minimum Limit is greater than or equal to the Resource’s Desired 

Dispatch Point:  Real-Time generation deviation is the greatest of the absolute value of (actual metered 
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output – cleared Day-Ahead MWh) or (actual metered output – Real-Time Economic Minimum Limit) or 

(Real-Time Economic Minimum Limit – Day-Ahead Scheduled Economic Minimum Limit) for each 

generating Resource.  

 

If the deviation calculated above is less than or equal to 5% of cleared Day-Ahead MWh or less than or 

equal to 5 MWh, then deviation = 0.  

 

(c)  If the Resource’s Desired Dispatch Point is greater than the Resource’s Real-Time Economic 

Minimum Limit and the Resource is not following ISO Dispatch Instructions: Real-Time generation 

deviation is the absolute value of (actual metered output - Desired Dispatch Point).  

 

If the deviation calculated above is less than or equal to 5% of Desired Dispatch Point or less than or 

equal to 5 MWh, then deviation = 0.  

 

plus  

(d) for each Pool Scheduled generating Resource:  

 

(i)  If the Resource is not following Dispatch Instructions and has cleared Day-Ahead and has an 

actual metered output greater than zero and has not been ordered off-line by the ISO for reliability 

purposes:  Real-Time generation deviation is the absolute value of (actual metered output − Desired 

Dispatch Point) for each generating Resource. 

If the deviation calculated above is less than or equal to 5% of Desired Dispatch Point or less than or 

equal to 5 MWh, then deviation = 0.  

 

(ii)  If the Resource is not following Dispatch Instructions, has cleared Day-Ahead, that has an actual 

metered output equal to zero and has not been ordered off-line by the ISO for reliability purposes:  Real-

Time generation deviation is the absolute value of (actual metered output – cleared Day-Ahead MWh) for 

each generating Resource.  

 

If the deviation calculated above is less than or equal to 5% of cleared Day-Ahead MWh or less than or 

equal to 5 MWh, then deviation = 0.  

 

plus,  
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(e)  the sum of the hourly absolute values for the Operating Day of the Participant’s Real-Time Load 

Obligation Deviation  

[NOTE:  External Transaction sales curtailed by the ISO are omitted from this calculation],  

where each Market Participant’s Real-Time Load Obligation Deviation for each hour of the 

Operating Day is the sum of the difference between the Market Participant’s Real-Time Load Obligation 

and Day-Ahead  Load Obligation over all Locations (including the Hub). 

 

plus,  

 

(f)  the sum of the hourly absolute values for the Operating Day of the Participant’s Real-Time 

Generation Obligation Deviation at External Nodes except that positive Real-Time Generation Obligation 

Deviation at External Nodes associated with Emergency energy that is scheduled by the ISO to flow in 

the Real-Time Energy Market are not included in this calculation.  

[Note:  External Transaction purchases curtailed by the ISO are omitted from this calculation],  

where each Market Participant’s Real-Time Generation Obligation Deviation at External Nodes 

for each hour of the Operating Day is the sum of the difference between the Market Participant’s Real-

Time Generation Obligation and Day-Ahead Generation Obligation over all External Nodes.  

 

plus,  

(g)  the absolute value of the total over all Locations of the Market Participant’s Increment Offers.  

 

[Please note that for purposes of this calculation an Increment Offer that clears in the Day-Ahead Energy 

Market always creates a Real-Time generation deviation.]  

 

III.F.3.3  Local Second Contingency Protection Resource NCPC Charges.  

Each Market Participant’s pro-rata share of the cost for Day-Ahead Energy Market NCPC Credits and 

Real-Time Energy Market NCPC Credits for resources designated to provide Local Second Contingency 

Protection is based on its daily pro-rata share of the daily sum of the hourly Real-Time Load Obligations 

for each affected Reliability Region, subject to the following conditions:  

 

(a) The External Node associated with an External Transaction sale that is, in accordance with 

Market Rule 1 Section III.1.10.7(h), a Capacity Export Through Import Constrained Zone 

Transaction or an FCA Cleared Export Transaction shall be considered to be within the 

Reliability Region from which the External Transaction is exporting for the purpose of 
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calculating a Market Participant’s pro-rata share of the cost for Real-Time Energy Market NCPC 

Credits for resources designated to provide Local Second Contingency Protection. The External 

Node of a Capacity Export Through Import Constrained Zone Transaction or an FCA Cleared 

Export Transaction is the External Node defined by the Forward Capacity Auction cleared Export 

Bid or Administrative Export De-List Bid associated with the External Transaction sale.  

 

(b)  For hours in which there is an NCPC cost for a resource providing Local Second Contingency 

Protection and ISO is selling Emergency energy to an adjacent Control Area, the scheduled amount of 

Emergency energy at the applicable External Node will be included in the calculation of a Market 

Participant’s pro rata share of the cost for Real-Time Energy Market NCPC Credits for resources 

designated to provide Local Second Contingency Protection as if the Emergency energy sale were a Real-

Time Load Obligation within each affected Reliability Region. The pro rata share calculated for the 

Emergency Energy Transaction shall be included in the charges under an agreement for purchase and sale 

of Emergency energy with the applicable adjacent Control Area.  

 

For purposes of the calculation of Local Second Contingency Protection Resource NCPC Charges, 

Emergency energy sales by the New England Control Area to an adjacent Control Area at the External 

Nodes (see ISO New England Manual 11 for further discussion of the External Nodes) listed below shall 

be associated with the Reliability Region(s) indicated in the table:  

 

External 
Node 
Common 
Name 

Associated Transmission 
Facilities 

Reliability 
Region(s) 

Allocator 

NB-NE 
External Node 

Keene Road-Keswick (3001) 
Lepreau-Orrington (390/3016) tie 
line 

Maine 100% to Maine 

HQ Phase I/II 
External Node 

HQ-Sandy Pond 3512 & 3521 
Lines 

West Central 
Massachusetts 

100% to West Central 
Massachusetts 

Highgate 
External Node 

Bedford-Highgate (1429 Line) Vermont 100% to Vermont 

NY Northern 
AC External 
Node 

Plattsburg – Sandbar Line (PV-20 
Line) 
Whitehall – Blissville Line (K-7 
Line)  
Hoosick- Bennington Line (K-6 
Line)   
Rotterdam – Bearswamp Line 
(E205W Line)  

Vermont,  
 
Vermont 
 
Vermont 
 
West Central 
Massachusetts 

Allocated 
proportionally to the 
Vermont, West 
Central 
Massachusetts and 
Connecticut 
Reliability Regions 
based on the Normal 
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External 
Node 
Common 
Name 

Associated Transmission 
Facilities 

Reliability 
Region(s) 

Allocator 

 
Alps – Berkshire Line (393Line)   
 
Pleasant Valley – Long 
 Mountain Line (398 Line)   
 
 

 
West Central 
Massachusetts 
 
Connecticut 
 
 
 

Limits as described 
in Appendix A to 
OP-16 of the 
transmission 
facilities connecting 
these Reliability 
Regions to the New 
York Control Area.    

NY NNC 
External Node 

Northport-Norwalk Harbor 
(601,602 and 603 Lines) 

Connecticut 100% to Connecticut 

NY CSC 
External Node 

Shoreham-Halvarsson Converter 
(481 Line) 

Connecticut 100% to Connecticut 

 

 

(c) For each month, the ISO performs an evaluation of total Local Second Contingency Protection 

Resource NCPC charges for each Reliability Region.  If, for any Reliability Region, the magnitude of 

such charges is sufficient to satisfy two conditions, a partial reallocation of the charges, from Market 

Participants with a Real-Time Load Obligation in that Reliability Region to Transmission Customers with 

Regional Network Load in that Reliability Region, is triggered. For all calculations performed under the 

provisions of this sub-paragraph c, the term Market Participant will include an adjacent Control Area and 

the term Real-Time Load Obligation will include MWh of Emergency energy sold in the circumstances 

described in subparagraph a above and will exclude Real-Time Load Obligations associated with the 

operation of a Dispatchable Asset Related Demand Resource (pumps only).  

 

(i)  Evaluation of Conditions –  

 

Condition 1 – is the Local Second Contingency Protection Resource Charge (Reliability Region, month) > 

.06 X Load Weighted Real-Time LMP (Reliability Region, month)  

 

Condition 2 – is the Local Second Contingency Protection Resource Charge % (Reliability Region, month) 

> 2 X Twelve Month Rolling Average Local Second Contingency Protection Resource Charge % 

(Reliability Region)  

 

Where:  
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Real-Time Load Obligation (Reliability Region, month) equals the sum of the hourly values of total Real-

Time Load Obligation for each hour of the month in the Reliability Region.  

 

Local Second Contingency Protection Resource Charge (Reliability Region, month) equals the sum of 

hourly Local Second Contingency Protection Resource charges for each hour of the month in the 

Reliability Region divided by the Real-Time Load Obligation (Reliability Region, month).  

 

Load Weighted Real-Time LMP (Reliability Region, month) equals the sum of the hourly values of Real-

Time LMP times the associated Real-Time Load Obligation for each hour of the month in the 

Reliability Region, divided by the Real-Time Load Obligation (Reliability Region, month).  

 

Local Second Contingency Protection Resource Charge % (Reliability Region, month) equals the Local 

Second Contingency Protection Resource Charge (Reliability Region, month) divided by the 

Load Weighted Real-Time LMP (Reliability Region, month).  

 

Twelve Month Rolling Average Local Second Contingency Protection Resource Charge % 

(Reliability Region) equals the sum of the prior 12 months’ values, not including the current month, of 

Local Second Contingency Protection Resource Charge % (Reliability Region, month) divided by 12. (For 

the purposes of other calculations which include the Twelve Month Rolling Average Local 

Second Contingency Protection Resource Charge % (Reliability Region), a value of .001 will be 

substituted for any Twelve Month Rolling Average Local Second Contingency Protection 

Resource Charge % (Reliability Region) value of 0.)  

 

If both conditions are met, a reallocation of a portion of Local Second Contingency Protection 

Resource Charge (Reliability Region, month) is triggered.  

 

(ii)  Determination of the portion of Local Second Contingency Protection Resource Charge (Reliability 

Region, month) to be reallocated –   

 

Local Second Contingency Protection Resource Charge (Reliability Region, month) to be reallocated = 

Real-Time Load Obligation (Reliability Region, month) X Min (Condition 1 Rate (Reliability Region, month), 

Condition 2 Rate (Reliability Region, month))  
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Where:  

 

Condition 1 Rate (Reliability Region, month) equals the Local Second Contingency Protection Resource 

Charge (Reliability Region, month) minus .06 times the Load Weighted Real-Time LMP (Reliability Region, month).  

 

Condition 2 Rate (Reliability Region, month) equals the Local Second Contingency Protection Resource 

Charge (Reliability Region, month) minus 2 times the Twelve Month Rolling Average Local Second 

Contingency Protection Resource Charge % (Reliability Region) times the Load Weighted Real-Time 

LMP (Reliability Region, month).  

 

 (iii)  Determination of Local Second Contingency Protection Resource Charge (Reliability Region, month) 

reallocation credits to Market Participants and reallocation charges to Transmission Customers –  

 

Market Participant reallocation credit =   

 

(Real-Time Load Obligation (Participant, Reliability Region, month) / Real-Time Load Obligation (Reliability Region, 

month)) * Local Second Contingency Protection Resource Charges (Reliability Region, month) to be 

reallocated  

 

Where:  

 

Real-Time Load Obligation (Participant, Reliability Region, month) equals the sum of the Market Participant’s 

hourly values of total Real-Time Load Obligation in the Reliability Region for each hour of the 

month.  

 

Transmission Customer reallocation charge =   

 

(Regional Network Load (Transmission Customer, Reliability Region, month) / Regional Network Load (Reliability 

Region, month)) * Local Second Contingency Protection Resource Charges (Reliability Region, month) to be 

reallocated  

 

Where:  

 

Regional Network Load (Reliability Region, month) equals:  
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The monthly MWh of Regional Network Load of all Transmission Customers in the Reliability 

Region  

 

Regional Network Load (Customer, Reliability Region, month) equals:  

The Transmission Customer’s monthly MWh of Regional Network Load in the Reliability 

Region.  

 

 

 
4830-1964-3931, v.  1 

Page 87 



 

III.13.7.   Performance, Payments and Charges in the FCM.  

During each month within each Capacity Commitment Period (“Obligation Month”), each resource that 

acquired or shed a Capacity Supply Obligation for that Capacity Commitment Period (or any portion 

thereof) will be subject to payments, charges, penalties and adjustments for such activity.  In addition, all 

resources with a Capacity Supply Obligation as of the beginning of the Obligation Month shall  have their 

performance measured throughout the month, based on the resource’s availability during any Shortage 

Events in the Obligation Month.  

 

In the event of a change in the Lead Market Participant for a resource that has a Capacity Supply 

Obligation, the Capacity Supply Obligation shall remain associated with the resource and the new Lead 

Market Participant for the resource shall be bound by all provisions of this Section III.13 arising from 

such Capacity Supply Obligation. The Lead Market Participant for the resource at the start of an 

Obligation Month shall be responsible for all payments and charges associated with that resource in that 

Obligation Month.  

 

III.13.7.1.   Performance Measures.  

 

III.13.7.1.1.   Generating Capacity Resources.  

During each Capacity Commitment Period, each Generating Capacity Resource having a Capacity Supply 

Obligation for that Capacity Commitment Period (or any portion thereof) will have its performance 

measured during each Obligation Month based on the resource’s availability during any  Shortage Events 

during the month.  

 

III.13.7.1.1.1.   Definition of Shortage Events.  

(a)  In all Capacity Zones,  any period of thirty or more contiguous minutes of Reserve Constraint 

Penalty Factor activation for Ten-Minute Non-Spinning Reserves shall be a Shortage Event.  

 

(b) Prior to June 1, 2017, in any Capacity Zone, any period of thirty or more contiguous minutes of 

Reserve Constraint Penalty Factor activation for the “minimum TMOR” requirement sub-category of the 

system-wide Thirty-Minute Operating Reserves requirement (described in Section III.2.7A(c)) when 

Action 2 under Operating Procedure No. 4 has also been implemented for the entire Capacity Zone shall 

also be a Shortage Event.  Beginning on June 1, 2017, in any Capacity Zone, any period of thirty or more 

contiguous minutes of Reserve Constraint Penalty Factor activation for the “minimum TMOR” 
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requirement sub-category of the system-wide Thirty-Minute Operating Reserves requirement (described 

in Section III.2.7A(c)) shall also be a Shortage Event. 

 

(c)  Prior to June 1, 2017, in an import-constrained Capacity Zone, as determined pursuant to Section 

III.13.2.3.4, a Shortage Event shall also be Action 2 under Operating Procedure No. 4, or any Operating 

Procedure No. 7 event, that is declared for the entire import-constrained Capacity Zone for thirty or more 

contiguous minutes and that is not also declared for the entire Rest-of-Pool Capacity Zone.   Beginning on 

June 1, 2017, in an import-constrained Capacity Zone, as determined pursuant to Section III.13.2.3.4, a 

Shortage Event shall also be any period of thirty or more contiguous minutes of Reserve Constraint 

Penalty Factor activation for the local Thirty-Minute Operating Reserves requirement (described in 

Section III.2.7A(c)) that is declared for the entire import-constrained Capacity Zone. 

 

(d)  In all cases, to be considered discrete Shortage Events, such events must be separated by at least 

2.5 hours. Events that would satisfy the definition of Shortage Events except that they are separated by 

less than 2.5 hours shall be considered a single Shortage Event with a duration equal to the sum of the 

lengths of the underlying events. There shall be no more than two Shortage Events per Capacity Zone per 

day. If there are more than two Shortage Events in a day, only the first two Shortage Events that occur 

will be recognized.  

 

(e)  For the purposes of Section III.13.7.1.1.1(d), Shortage Events that cross daily boundaries will be 

considered to occur on the day in which the Shortage Event was triggered. Availability during Shortage 

Events that cross monthly boundaries will be applied to the Obligation Month in which the Shortage 

Event was triggered.  

 

III.13.7.1.1.1.A  Shortage Event Availability Score.  

For each Shortage Event, the ISO shall calculate a Shortage Event Availability Score for each resource, as 

follows: For each hour containing any portion of the Shortage Event, the ISO shall multiply the resource’s 

hourly availability score by the number of minutes of the Shortage Event in that hour, and then divide the 

product by the total number of minutes in the Shortage Event. The resulting values for each hour shall 

then be added together to determine the resource’s Shortage Event Availability Score.  

 

III.13.7.1.1.2.   Hourly Availability Scores.  

The ISO shall calculate an availability score for each resource for each hour that contains any portion of a 

Shortage Event. A resource’s availability score for an hour, expressed as a percentage which may not 
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exceed 100 percent, shall be the sum of the resource’s available MW in that hour plus any adjustments 

pursuant to Section III.13.7.1.1.4 divided by the resource’s Capacity Supply Obligation.  In the event that 

there are no Shortage Event hours during a month, no availability penalties will be assessed.  

 

III.13.7.1.1.3.   Hourly Available MW.  

A resource’s available MW in each hour that contains any portion of a Shortage Event shall be 

determined pursuant to the provisions of this Section III.13.7.1.1.3, provided, however, that in no case 

shall a resource’s available MW in an hour exceed that resource’s CNR Capability (reduced by the hourly 

integrated delivered MW for any External Transaction sale or sales from that resource).  

 

(a)  For a resource that is on-line with a metered output greater than zero and following ISO dispatch 

instructions, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted 

or redeclared by the Lead Market Participant.  

 

 (b)  For a resource that is off-line with a metered output equal to zero and available for dispatch and 

following ISO dispatch instructions and has a cold notification time plus cold start time of thirty minutes 

or less, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted or 

redeclared by the Lead Market Participant.  

 

 (c)  For a resource that is off-line with a metered output equal to zero and available for dispatch and 

following ISO dispatch instructions and has a cold notification plus cold start-up time of less than or 

equal to 12 hours (16 hours, during the first five Capacity Commitment Periods for resources with 

notification plus start-up times greater than 12 hours as of June 16, 2006) and the output, up to the 

Capacity Supply Obligation, was competitively offered into the Energy Market (i.e., capacity from the 

listed portion of the resource was offered at or below the appropriate Reference Level plus applicable 

conduct thresholds) but was not committed by the ISO and was consequently unavailable within 30 

minutes, the available MW in an hour shall be the resource’s Economic Maximum Limit, as submitted or 

redeclared by the Lead Market Participant.  

 

(d) For a resource that is off-line but not meeting the requirements of either Section III.13.7.1.1.3(b) 

or Section III.13.7.1.1.3(c), the available MW in an hour shall be zero. 

 

(e) For a resource that is on-line but not able to follow ISO dispatch instructions, the available MW 

in an hour shall be the resource’s metered output for the hour. 
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(f) Where a resource is not committed due to an outage or derate of transmission equipment within 

the New England Control Area, other than an outage or de-rate of transmission equipment that is 

controlled by the owner of the resource or that constitutes a radial lead to a resource in the New England 

Control Area (other than radial leads to Wyman 4 and Stony Brook), that resource’s available MW in an 

hour shall not be reduced as  result. Maine Independence Station shall be considered available when 

derated or not committed because of a transmission constraint. 

 

(g) Where a resource is denied a self-schedule request by the ISO and therefore was not available in 

the Real-Time Energy Market, that resource’s available MW in an hour shall not be reduced as a result. 

 

(h) Where a New Generating Capacity Resource that has cleared in the Forward Capacity Auction 

has completed construction but due to a planned transmission facility (e.g., a radial interconnection) not 

being in service is not able to achieve Commercial Operation and cannot conduct its capability audit by 

the first day of the Obligation Month, that resource’s available MW in an hour shall not be reduced as a 

result (i.e., the resource shall not be subject to an availability penalty as a result). 

 

(i)  Where a New Generating Capacity Resource that has cleared in the Forward Capacity Auction 

has completed construction but due to a planned transmission facility (e.g., a radial interconnection) not 

being in service is not able to achieve Commercial Operation, and is able to conduct a capability audit, 

that resource’s available MW in an hour shall not be reduced as a result (i.e., the resource shall not be 

subject to an availability penalty as a result).  

 

(j)  Where a resource is associated with one or more External Transaction sales submitted in 

accordance with Section III.1.10.7(f), that  resource will have its hourly available MW reduced by the 

hourly integrated delivered MW for the External Transaction sale or sales.  

 

III.13.7.1.1.4.   Availability Adjustments.  

 

(a)  A resource’s hourly availability score may be increased using a Supplemental Availability 

Bilateral as described in Section III.13.5.3. Where all of the requirements of Section III.13.5.3 are met, 

the amount of available MW from the Supplemented Capacity Resource during each hour of the Shortage 

Event will be increased by the amount of supplemental capacity specified in the Supplemental 

Availability Bilateral, provided, however, that only available capacity above the Supplemental Capacity 
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Resource’s Capacity Supply Obligation, if any, during each hour of the Shortage Event may be counted as 

supplemental capacity for the Supplemented Capacity Resource.  The sum of these amounts will be 

counted in determining the availability score of the Supplemented Availability Resource for the Shortage 

Event.  

 

(b)  A resource’s hourly availability score may be increased when an asset associated with the 

resource is on a planned outage that was approved in the ISO’s annual maintenance scheduling process. 

Market Participants may indicate when submitting a planned outage request that the outage is to be 

considered exempt as described in ISO New England Operating Procedure No. 5.  In such cases the 

associated resource’s hourly available MWs may be increased by an amount up to the outage MWs 

requested, provided that the resource has not exceeded the maintenance allotment hour limit regarding 

exempt approved planned outages at the time of the Shortage Event as described in the ISO New England 

Manuals.  In the case of a Settlement Only Resource, a planned outage scheduled in either December or 

January or during the period June 1 through September 15 may not be used to increase the resource’s 

hourly availability score as described in this subsection. 

 

III.13.7.1.1.5.   Poorly Performing Resources.  

Prior to the Forward Capacity Auction qualification process, the ISO shall determine whether a resource 

meets the following two criteria:  in the most recent four consecutive Capacity Commitment Periods or 

the most recent 4 years in which the resource assumed a Capacity Supply Obligation: (a) the resource 

received 3 annual availability scores of less than or  equal to 40 percent; and (b) the resource has failed to 

be available in its entirety during ten or more Shortage Events during that same period.  The annual 

availability score for each Capacity Commitment Period shall be equal to the average of all availability 

scores as calculated for each hour during each Shortage Event. If both of these criteria are met, the 

resource shall be considered a Poorly Performing Resource and shall not be eligible to participate in any 

subsequent Forward Capacity Auctions, and may not assume an obligation through the reconfiguration 

auctions, or Capacity Supply Obligation Bilaterals until it either achieves an availability score of 60 

percent or higher in three consecutive Capacity Commitment Periods or 3 consecutive years, or 

demonstrates to the ISO that the reasons for the inadequate availability scores have been remedied.  For 

the purposes of determining whether a resource is a Poorly Performing Resource, its availability score 

while it is de-listed shall not be considered.  For the purposes of returning from poorly performing status, 

the ISO, at the request of the resource owner, may consider performance while de-listed, but in no case 

shall the ISO use non-consecutive years for evaluating a resource’s performance.  
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III.13.7.1.2.   Import Capacity.  

The performance of an Import Capacity Resource with a Capacity Supply Obligation will be measured 

during Shortage Events as defined in Section III.13.7.1.1.1.  An Import Capacity Resource’s Shortage 

Event Availability Score and hourly availability score shall be calculated in the manner described in 

Section III.13.7.1.1.1.A and III.13.7.1.1.2, respectively (with the hourly availability score adjusted 

pursuant to Section III.13.7.1.2.1, as appropriate).  An Import Capacity Resource’s available MW in each 

hour that contains any portion of a Shortage Event shall be determined as follows:  

 

(a)  Where the corresponding External Transactions are delivering energy in accordance with ISO 

dispatch instructions, the resource’s available MW in the hour shall be equal to the MW associated with 

the External Transactions, as submitted by the Market Participant.  

 

(b)  Where the corresponding External Transactions have been offered in accordance with the 

provisions of Section III.13.6.1.2 and is not delivering energy during the hour because the ISO has not 

requested dispatch of the transaction, the resource’s available MW in the hour shall be equal to the MW 

associated with the External Transactions, as submitted by the Market Participant.    

 

(c)  Where the corresponding External Transactions have not been offered in accordance with the 

provisions of Section III.13.6.1.2 or have been offered in accordance with the provisions of Section 

III.13.6.1.2 and are not delivering energy during the hour despite ISO requested dispatch of the 

transaction, the resource’s available MW in the hour shall be zero.  

 

(d)  Where the Import Capacity Resource was offered in accordance with the provisions of Section 

III.13.6.1.2 but cannot make Real-Time deliveries of energy because the relevant external interface is 

already flowing at its Total Transfer Capability into New England in Real-Time, the resource’s available 

MW in the hour shall be equal to the MW associated with the External Transactions, as submitted by the 

Market Participant.   

 

III.13.7.1.2.1.   Availability Adjustments.  

The hourly availability score of an Import Capacity Resource that qualified as being backed by a single 

External Resource may be increased when the associated External Resource is on a planned outage in the 

same manner as described in Section III.13.7.1.1.4(b).  

 

III.13.7.1.3.    Intermittent Power Resources.  
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The performance measure for Intermittent Power Resources, including Intermittent Settlement Only 

Resources will be included in the determination of their summer and winter Qualified Capacity as 

described in Section III.13.1.1.2.2.6 and Section III.13.1.2.2.2.    

 

III.13.7.1.4.   Settlement Only Resources.  

 

III.13.7.1.4.1.   Non-Intermittent Settlement Only Resources.  

A Non-Intermittent Settlement Only Resource’s Shortage Event Availability Score and hourly availability 

score shall be calculated in the manner described in Section III.13.7.1.1.1.A and III.13.7.1.1.2, 

respectively.  Its available MW in an hour of a Shortage Event shall be the resource’s metered output for 

the hour.  

 

III.13.7.1.4.2.   Intermittent Settlement Only Resources.  

The performance measure for Intermittent Settlement Only Resources will be included in the 

determination of their summer and winter Qualified Capacity as described in Section III.13.1.1.2.2.6 and 

Section III.13.1.2.2.2.  

 

III.13.7.1.5.    Demand Resources.  

 

III.13.7.1.5.1.    Capacity Values of Demand Resources.  

The Capacity Value of a Demand Resource for an Obligation Month shall be its Demand Reduction 

Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the summer Installed 

Capacity Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO 

for the Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the 

Demand Resource clears, multiplied by one plus the percent average avoided peak transmission and 

distribution losses used by the ISO in its calculations of the Installed Capacity Requirement for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears. Beginning with the Capacity Commitment Period starting June 1, 2012 the Capacity 

Value of a Demand Resource for an Obligation Month shall be its Demand Reduction Value for the 

month as determined pursuant to Section III.13.7.1.5.3 multiplied by one plus the percent average avoided 

peak transmission and distribution losses used to calculate the Installed Capacity Requirement for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears. For the first Forward Capacity Auction, the value of the Installed Capacity Requirement 
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divided by the 50/50 summer system peak load forecast shall be 1.143, and one plus the percent average 

avoided peak transmission and distribution losses shall be 1.08.  

 

III.13.7.1.5.1.1.   Special Provisions for Demand Resources that Cleared in the First through 

Seventh Forward Capacity Auctions in which Project Sponsor Elected to 

have its Capacity Supply Obligation and Capacity Clearing Price Apply for 

Multiple Capacity Commitment Periods.  

For a Demand Resource that cleared in the Forward Capacity auction for the Capacity Commitment 

Period beginning June 1, 2010 in which the Project Sponsor elected to have its Capacity Supply 

Obligation and Capacity Clearing Price continue to apply after the Capacity Commitment Period 

beginning June 1, 2010, the Capacity Value of that Demand Resource for an Obligation Month shall be its 

Demand Reduction Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the 

product of 1.143 and 1.08. For a Demand Resource that cleared in the Forward Capacity Auction for the 

Capacity Commitment Period beginning June 1, 2011 in which the Project Sponsor elected to have its 

Capacity Supply Obligation and Capacity Clearing Price continue to apply after the Capacity 

Commitment Period beginning June 1, 2011, the Capacity Value of that Demand Resource for an 

Obligation Month shall be its Demand Reduction Value for the month as determined pursuant to Section 

III.13.7.1.5.3 multiplied by the product of 1.161 and 1.08. For a Demand Resource that cleared in the 

Forward Capacity Auction for any of the Capacity Commitment Periods beginning June 1, 2012 through 

the Capacity Commitment Period beginning in which the Project Sponsor elected to have its Capacity 

Supply Obligation and Capacity Clearing Price continue to apply in a future Capacity Commitment 

Period, the Capacity Value of that Demand Resource for an Obligation Month shall be its Demand 

Reduction Value for the month as determined pursuant to Section III.13.7.1.5.3 multiplied by the product 

of 1.08. This special provision shall cease to apply once the period elected by the Project Sponsor to have 

its Capacity Supply Obligation and Capacity Clearing Price continue to apply after the Capacity 

Commitment Period associated with the Forward Capacity Auction in which its Demand Resource offer 

cleared has expired.  

 

III.13.7.1.5.2.    Capacity Values of Certain Distributed Generation.  

For those Distributed Generation resource assets that are capable of generating energy in excess of the 

facility load and capable of delivering the excess generation to the power grid, if across Demand 

Resource On-Peak Hours, Demand Resource Seasonal Peak Hours, Real-Time Demand Response Event 

Hours, or Real-Time Emergency Generation Event Hours, as appropriate, a Distributed Generation 

resource asset’s monthly average hourly output is greater than the monthly average hourly load of the 
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end-use customer to which the resource is directly connected, the Capacity Value of the portion of output 

exceeding the customer’s load for the month will be the Demand Reduction Value for that portion of the 

output. No average avoided peak transmission and distribution losses shall be applied to Net Supply 

associated with a Demand Response Asset, Demand Response Resource, or Demand Response Capacity 

Resource. 

 

III.13.7.1.5.3.   Demand Reduction Values.  

A Demand Reduction Value is a quantity of reduced demand produced by a Demand Resource and is 

calculated pursuant to Section III.13.7.1.5.4, III.13.7.1.5.5, III.13.7.1.5.6, III.13.7.1.5.7 and III.13.7.1.5.8.  

 

III.13.7.1.5.4.   Calculation of Demand Reduction Values for On-Peak Demand Resources.  

Monthly Demand Reduction Values shall be established for the months of June, July, August, December, 

and January and seasonal Demand Reduction Values for the remaining calendar months. The monthly 

Demand Reduction Value of On-Peak Demand Resources shall be equal to its Average Hourly Load 

Reduction or Average Hourly Output over Demand Resource On-Peak Hours in the month.  

 

III.13.7.1.5.4.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of On-Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of June, July and 

August. The summer seasonal Demand Reduction Value shall apply to the months of September, 

October, November, April and May.  

 

III.13.7.1.5.4.2.  Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of On-Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of December and 

January. The winter seasonal Demand Reduction Value shall apply to the months of February and March.  

 

III.13.7.1.5.5.  Calculation of Demand Reduction Values for Seasonal Peak Demand 

Resources.  

Monthly Demand Reduction Values shall be established for the months of June, July, August, December, 

and January and seasonal Demand Reduction Values for the remaining calendar months. The monthly 

Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to its Average Hourly Load 

Reduction or Average Hourly Output over Demand Resource Seasonal Peak Hours in the month. If there 

are no Demand Resource Seasonal Peak Hours in the months of July, August, or January, the Demand 
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Reduction Value for those months shall be equal to:  (i) the Demand Reduction Value established for the 

previous month if the previous month’s Demand Reduction Value was calculated using Seasonal Peak 

Hours or (ii) the Seasonal DR Audit results if the Demand Reduction Value for the previous month was 

not calculated using Seasonal Peak Hours.  If there are no Demand Resource Seasonal Peak Hours in the 

months of June or December, the Demand Reduction Value of that resource for those months shall be 

equal to (i) the first applicable seasonal audit, if conducted in that month, or (ii) where there was no audit 

conducted in the month, the applicable previous seasonal Demand Reduction Value. 

 

III.13.7.1.5.5.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to 

the simple average of its monthly Demand Reduction Values in the most recent months of June, July and 

August. This summer seasonal Demand Reduction Value will apply to the months of September, October, 

November, April and May.  

 

III.13.7.1.5.5.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of Seasonal Peak Demand Resources shall be equal to the 

simple average of its monthly Demand Reduction Values in the most recent months of December and 

January. This winter seasonal Demand Reduction Value will apply to the months of February and March.  

 

III.13.7.1.5.6.   [Reserved.]  

 

III.13.7.1.5.6.1.   [Reserved.] 

 

III.13.7.1.5.6.2.   [Reserved.] 

 

III.13.7.1.5.7.    Demand Reduction Values for Real-Time Demand Response Resources.  

Demand Reduction Values are determined on a monthly basis. For the months of June, July, August, 

December, and January, the Demand Reduction Value of a Real-Time Demand Response Resource is the 

simple average of its Hourly Calculated Demand Resource Performance Values in the month.  

 

If there are no Real-Time Demand Response Event Hours for a Real-Time Demand Response Resource in 

the months of July, August, or January, the Demand Reduction Value of that resource for those months 

shall be equal to (i) the Demand Reduction Value established for the previous month if the previous 

month’s Demand Reduction Value was calculated using Real-Time Demand Response Event Hours or (ii) 
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the sum of the audit values of the assets mapped to the Real-Time Demand Response Resource in that 

month if the Demand Reduction Value for the previous month was not calculated using Real-Time 

Demand Response Event Hours.  If there are no Real-Time Demand Response Event Hours for a Real-

Time Demand Response Resource in the months of June or December the Demand Reduction Value of 

that resource for those months shall be equal to (i) the first applicable seasonal audit, if conducted in that 

month, or (ii) the sum of the audit values of the assets mapped to the Real-Time Demand Response 

Resource in that month.  

 

III.13.7.1.5.7.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value of a Real-Time Demand Response Resource for 

September, October, November, April and May shall be equal to (i) the simple average of its Demand 

Reduction Values in the most recent months of June, July and August if there are no Real-Time Demand 

Response Event Hours in the month or (ii) the simple average of (a) the simple average of its Demand 

Reduction Values in the most recent months of June, July and August and (b) its Demand Reduction 

Value, established using the method specified in Section III.13.7.1.5.7, across the Real-Time Demand 

Response Event Hours in the month if there are Real-Time Demand Response Event Hours in the month.  

 

III.13.7.1.5.7.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value of a Real-Time Demand Response Resource for February 

and March shall be equal to (i) the simple average of its Demand Reduction Values in the most recent 

months of December and January if there are no Real-Time Demand Response Event Hours in the month 

or (ii) the simple average of (a) the simple average of its Demand Reduction Value in the most recent 

months of December and January and (b) its Demand Reduction Value, established using the method 

specified in Section III.13.7.1.5.7, across the Real-Time Demand Response Event Hours in the month if 

there are Real-Time Demand Response Event Hours in the month.  

 

III.13.7.1.5.7.3.   Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Demand Response Resources.  

The Hourly Calculated Demand Resource Performance Value shall be computed for each Real-Time 

Demand Response Resource receiving a Dispatch Instruction for a Real-Time Demand Response Event 

Hour. The Hourly Calculated Demand Resource Performance Value shall be computed as (i) the Real-

Time Demand Response Resource’s Capacity Supply Obligation, divided by (ii) the summer Installed 

Capacity Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO 

for the Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the 
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Demand Resource clears, divided by (iii) one plus the percent average avoided peak transmission and 

distribution losses used in the calculation of the Installed Capacity Requirement for the Forward Capacity 

Auction immediately preceding the Forward Capacity Auction in which the Demand Resource clears, and 

multiplied by (iv) one plus the quotient of Hourly Real-Time Demand Response Resource Deviation and 

the amount of load reduction or output that the Market Participant with the resource was instructed to 

produce from that resource pursuant to Dispatch Instructions.  

 

III.13.7.1.5.7.3.1.  Determination of the Hourly Real-Time Demand Response Resource 

Deviation.  

An Hourly Real-Time Demand Response Resource Deviation shall be calculated for each Real-Time 

Demand Response Resource as the difference between the Average Hourly Load Reduction or Average 

Hourly Output of the Real-Time Demand Response Resource and the amount of load reduction or output 

that the Market Participant with the resource was instructed in the Dispatch Instruction to produce in the 

Real-Time Demand Response Event Hour. The calculation of the Hourly Real-Time Demand Response 

Resource Deviation shall be determined in a manner that reflects that Real-Time Demand Response 

Resources are allowed 30 minutes from the beginning of the first Real-Time Demand Response Event 

Hour in consecutive Real-Time Demand Response Event Hours in a Dispatch Instruction for the same 

Operating Day to achieve the load reduction amount indicated in the Dispatch Instruction when such 

resources are dispatched in response to Real-Time Demand Resource Dispatch Hours. The Total Negative 

Hourly Demand Resource Deviations for each hour shall be calculated as the absolute value of the sum of 

the negative Hourly Real-Time Demand Response Resource Deviations and negative Hourly Real-Time 

Emergency Generation Deviations from all Real-Time Demand Response Resources and Real-Time 

Emergency Generation Resources receiving Dispatch Instructions in the same hour in the same Load 

Zone or, starting on June 1, 2011, in the same Dispatch Zone. The Total Positive Hourly Demand 

Resource Deviations for each hour shall be calculated as the sum of the positive Hourly Real-Time 

Demand Response Resource Deviations and positive Hourly Real-Time Emergency Generation 

Deviations from all Real-Time Demand Response Resources and Real-Time Emergency Generation 

Resources receiving Dispatch Instructions in the same hour in the same Load Zone or, starting on June 1, 

2011, in the same Dispatch Zone. If the Hourly Real-Time Demand Response Resource Deviation is 

greater than zero in any Real-Time Demand Response Event Hour, the Hourly Real-Time Demand 

Response Resource Deviation shall be multiplied by the lesser of: (i) one, or; (ii) the ratio of the Total 

Negative Hourly Demand Resource Deviations divided by the Total Positive Demand Resource 

Deviations in the same Load Zone in the hour or, starting on June 1, 2011, in the same Dispatch Zone in 

the hour.  
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III.13.7.1.5.8.   Demand Reduction Values for Real-Time Emergency Generation Resources.  

Demand Reduction Values shall be determined on a monthly basis. For the months of June, July, August, 

December, and January, the Demand Reduction Value of a Real-Time Emergency Generation Resource 

shall be the simple average of its Hourly Calculated Demand Resource Performance Values in the month. 

  

If there are no Real-Time Emergency Generation Event Hours for a Real-Time Emergency Generation 

Resource in the months of July, August, or January, the Demand Reduction Value for those months shall 

be equal to (i) the Demand Reduction Value established for the previous month if the previous months 

Demand Reduction Value was calculated using Real-Time Emergency Generation Event Hours or (ii) the 

sum of the audit values of the assets mapped to the Real-Time Emergency Generation Resouce in that 

month if the Demand Reduction Value  for the previous month was not calculated using Real-Time 

Emergency Generation Event Hours.  If there are no Real-Time Emergency Generation Event Hours for a 

Real-Time Emergency Generation Resource in the months of June or December, the Demand Reduction 

Value of that resource for those months shall be equal to (i) the first applicable seasonal audit, if 

conducted in that month, or (ii) the sum of the audit values of the assets mapped to the Real-Time 

Emergency Generation Resouce in that month.  

 

III.13.7.1.5.8.1.   Summer Seasonal Demand Reduction Value.  

The summer seasonal Demand Reduction Value for the months of September, October, November, April 

and May shall be equal to the simple average of the Demand Reduction Values in the most recent months 

of June, July and August if there are no Real-Time Emergency Generation Event Hours in the month. If 

there are Real-Time Emergency Generation Event Hours in the months of September, October, 

November, April or May, the Demand Reduction Value shall be equal to the Demand Reduction Value, 

established using the method specified in Section III.13.7.1.5.8, during all the Real-Time Emergency 

Generation Event Hours in the month.  

 

III.13.7.1.5.8.2.   Winter Seasonal Demand Reduction Value.  

The winter seasonal Demand Reduction Value for the months of February and March shall be equal to the 

simple average of the Demand Reduction Values in the most recent months of December and January if 

there are no Real-Time Emergency Generation Event Hours in the month. If there are Real-Time 

Emergency Generation Event Hours in the months of February or March, the Demand Reduction Value 

shall be equal to the Demand Reduction Value, established using the method specified in Section 

III.13.7.1.5.8 during all the Real-Time Emergency Generation Event Hours in the month.  
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III.13.7.1.5.8.3.   Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Emergency Generation Resources.  

The Hourly Calculated Demand Resource Performance Value shall be computed for each Real-Time 

Emergency Generation Resource receiving a Dispatch Instruction for a Real-Time Emergency Generation 

Event Hour. The Hourly Calculated Demand Resource Performance Value shall be computed as (i) the 

Real-Time Emergency Generation Resource’s Capacity Supply Obligation, divided by (ii) the summer 

Installed Capacity Requirement divided by the 50/50 summer system peak load forecast for the Forward 

Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand Resource 

clears, divided by (iii) one plus the percent average avoided peak transmission and distribution losses 

used in the calculation of the Installed Capacity Requirement for the Forward Capacity Auction 

immediately preceding the Forward Capacity Auction in which the Demand Resource clears, and 

multiplied by (iv) one plus the quotient of Hourly Real-Time Emergency Generation Resource Deviation 

and the amount of load reduction or output that the Market Participant with the resource was instructed to 

produce from that resource pursuant to Dispatch Instructions.  

 

III.13.7.1.5.8.3.1.  Determination of the Hourly Real-Time Emergency Generation Resource 

Deviation.  

An Hourly Real-Time Emergency Generation Resource Deviation shall be calculated for each Real-Time 

Emergency Generation Resource as the difference between the Average Hourly Output or Average 

Hourly Load Reduction of the Real-Time Emergency Generation Resource and the amount of output that 

the Market Participant with the resource was instructed in the Dispatch Instruction to produce in the Real-

Time Emergency Generation Event Hour. The calculation of the Hourly Real-Time Emergency 

Generation Resource Deviation shall be determined in a manner that reflects that Real-Time Emergency 

Generation Resources are allowed 30 minutes from the beginning of the first Real-Time Emergency 

Generation Event Hour in consecutive Real-Time Emergency Generation Event Hours in a Dispatch 

Instruction for the same Operating Day to achieve the load reduction amount indicated in a Dispatch 

Instruction. The Total Negative Hourly Demand Resource Deviations for each hour shall be calculated as 

the absolute value of the sum of the negative Hourly Real-Time Demand Response Resource Deviations 

and negative Hourly Real-Time Emergency Generation Deviations from all Real-Time Demand Response 

Resources and Real-Time Emergency Generation Resources receiving Dispatch Instructions in the same 

hour in the same Load Zone or, starting on June 1, 2011, in the same Dispatch Zone. The Total Positive 

Hourly Demand Resource Deviations for each hour shall be calculated as the sum of the positive Hourly 

Real-Time Demand Response Resource Deviations and positive Hourly Real-Time Emergency 
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Generation Deviations from all Real-Time Demand Response Resources and Real-Time Emergency 

Generation Resources receiving Dispatch Instructions in the same hour in the same Load Zone or, starting 

on June 1, 2011, in the same Dispatch Zone. If the Hourly Real-Time Emergency Generation Resource 

Deviation is greater than zero in any Real-Time Emergency Generation Event Hour, the Hourly Real-

Time Emergency Generation Resource Deviation shall be multiplied by the lesser of: (i) one, or; (ii) the 

ratio of the Total Negative Hourly Demand Resource Deviations divided by the Total Positive Demand 

Resource Deviations in the same Dispatch Zone in the hour.  

 

III.13.7.1.5.9.  Determination of Hourly Calculated Demand Resource Performance Values 

for Real-Time Demand Response Resources and Real-Time Emergency 

Generation Resources Starting with the Capacity Commitment Period 

beginning June 1, 2012.  

Starting with the Capacity Commitment Period beginning June 1, 2012, the divisor described in (ii) of 

Sections III.13.7.1.5.7.3 and III.13.7.1.5.8.3, which is equal to the summer Installed Capacity 

Requirement divided by the 50/50 summer system peak load forecast as determined by the ISO for the 

Forward Capacity Auction immediately preceding the Forward Capacity Auction in which the Demand 

Resource clears, shall be eliminated from the determination of Hourly Calculated Demand Resource 

Performance Values, with the exception of Demand Resources that cleared in the Forward Capacity 

Auctions for the Capacity Commitment Periods beginning June 1, 2010 and June 1, 2011 in which the 

Project Sponsor elected to have its Capacity Supply Obligation and Capacity Clearing Price continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which its 

Demand Resource offer cleared. For Demand Resources with such multi-year Capacity Supply 

Obligations the divisor described in (ii) of Sections III.13.7.1.5.7.3 and III.13.7.1.5.8.3 shall continue to 

apply until the period elected by the Project Sponsor to have its Capacity Supply Obligation and Capacity 

Clearing Price continue to apply after the Capacity Commitment Period associated with the Forward 

Capacity Auction in which its Demand Resource offer cleared has expired.  

 

III.13.7.1.5.10.  Demand Response Capacity Resources. 

The performance of a Demand Response Capacity Resource with a Capacity Supply Obligation will be 

measured during Shortage Events as defined in Section III.13.7.1.1.1.  A Demand Response Capacity 

Resource’s Shortage Event Availability Score and hourly availability score shall be calculated in the 

manner described in Section III.13.7.1.1.1.A and III.13.7.1.1.2, respectively (with the hourly availability 

score adjusted pursuant to Section III.13.7.1.2.1).  For the portion associated with the ability to reduce 

demand, availability for Demand Response Capacity Resources would be adjusted for average avoided 
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peak transmission and distribution losses as described in Section III.13.7.1.5.1 and Section 

III.13.7.1.5.1.1.  For the portion associated with the ability to provide Net Supply, availability for 

Demand Response Capacity Resources would not be adjusted for average avoided peak transmission and 

distribution losses. 

 

III.13.7.1.5.10.1 Hourly Available MW. 

A Demand Response Capacity Resource’s available MW in each hour that contains any portion of a 

Shortage Event shall be determined based upon the sum of its associated Demand Response Resources as 

follows, provided, that in no case shall a Demand Response Capacity Resource’s available MW in an 

hour exceed that resource’s Qualified Capacity from the Forward Capacity Auction for the current 

Capacity Commitment Period per Section III.13.1.4.1.  For purposes of the following calculations, when 

the output of a Real-Time Emergency Generation Asset exceeds the Demand Response Baseline, adjusted 

pursuant to Section III.8B.5, of a Demand Response Asset located at the same Retail Delivery Point and 

Net Supply is produced, any Net Supply of a Net Supply Generator Asset located at the same Retail 

Delivery Point, hourly Desired Dispatch Point and Economic Maximum Limit of the Net Supply 

Generator Asset, shall be reducted by the difference between the Real-Time Emergency Generation 

Asset’s output and the adjusted Demand Response Baseline of the Demand Response Asset. 

 

(a) For a Demand Response Resource that reduces demand and is following Dispatch Instructions 

and for any associated Net Supply Generator Assets that are following Dispatch Instructions  where the 

total Desired Dispatch Point for the Demand Response Resource and the associated Net Supply Generator 

Assets is less than (the Maximum Reduction plus the Economic Maximum Limit for any associated 

available Net Supply Generator Assets) and greater than or equal to the Minimum Reduction, the 

available MW in an hour shall be the greater of (the resource’s Real-Time Demand Reduction Obligation 

plus the Net Supply for any associated available Net Supply Generator Assets) and the lesser of (the 

resource’s Demand Response Baseline as adjusted pursuant to Section III.8B.5 plus the Economic 

Maximum Limit for any associated available Net Supply Generator Assets), the resource’s Hourly 

Adjusted Audited Demand Reduction, or (the resource’s Maximum Reduction as submitted or redeclared 

by the Lead Market Participant for the resource plus the Economic Maximum Limit for any associated 

available Net Supply Generator Assets as submitted or redeclared by the Lead Market Participant). 

 

(b) For a Demand Response Resource that reduces demand and is following Dispatch Instructions 

and for any associated Net Supply Generator Assets that are following Dispatch Instruction where the 

total Desired Dispatch Point for the Demand Response Resource and the associated Net Supply Generator 
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Assets is equal to Maximum Reduction plus the Economic Maximum Limit for any associated available 

Net Supply Generator Assets) or (Maximum Reduction plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets equals Minimum Reduction plus Economic Minimum 

Limit for any associated available Net Supply Generator Assets) or total Desired Dispatch Point for the 

Demand Response Resource and the associated Net Supply Generator Assets is less than the Minimum 

Reduction plus Economic Minimum Limit for any associated available Net Supply Generator Assets, the 

available MW in an hour shall be the resource’s Real-Time Demand Reduction Obligation plus any 

associated Net Supply. 

 

(c) For a Demand Response Resource that has reduced demand or any associated Net Supply 

Generator Assets have been dispatch but are not responding to Dispatch Instructions where the Real-Time 

Demand Reduction Obligation plus any associated Net Supply is less than the total Desired Dispatch 

Point for the Demand Response Resource and the associated Net Supply Generator Assets, the available 

MW in an hour shall be the resource’s Real-Time Demand Reduction Obligation plus any associated Net 

Supply for the hour. 

 

(d) For a Demand Response Resource that has reduced demand or any associated Net Supply 

Generator Assets that have been dispatch but are not responding to Dispatch Instructions where the Real-

Time Demand Reduction Obligation is greater than the total Desired Dispatch Point for the Demand 

Response Resource and the associated Net Supply Generator Assets, the available MW in an hour shall be 

the lesser of the resource’s Real-Time Demand Reduction Obligation plus any associated Net Supply and 

Hourly Adjusted Audited Demand Reduction for the hour. 

 

(e) For a Demand Response Resource that is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Offered Full Reduction Time (adjusted for the 

Audited Demand Reduction) and an Audited Full Reduction Time (adjusted for the Maximum Reduction 

and Economic Maximum Limit for any associated available Net Supply Generator Assets) of thirty 

minutes or less, the available MW in an hour shall be the lesser of (the lesser of (the resource’s Maximum 

Reduction, as submitted or redeclared by the Lead Market Participant, and Actual Load) plus the sum of 

the Economic Maximum Limits for any associated available Net Supply Generator Assets as submitted or 

redeclared by the Lead market Participant) or Hourly Adjusted Audited Demand Reduction. 

 

(f) For a Demand Response Resource that is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Audited Full Reduction Time (adjusted for the 
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Maximum Reduction and Economic Maximum Limit for any associated available Net Supply Generator 

Assets as submitted or redeclared by the Lead Market Participant) or Offered Full Reduction Time 

(adjusted for the Audited Demand Reduction) greater than thirty minutes and less than or equal to 12 

hours, the available MW shall be zero unless the duration of the Shortage Event exceeds the Audited Full 

Reduction Time (adjusted for the Maximum Reduction and Economic Maximum Limit for any associated 

available Net Supply Generator Assets) and Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction), in which case the available MW in an hour shall be the lesser of (the lesser of (the 

resource’s Maximum Reduction, as submitted or redeclared by the Lead Market Participant, the 

resource’s Actual Load plus Economic Maximum Limits for any associated available Net Supply 

Generator Assets as submitted or redeclared by the Lead Market Participant or the resource’s Hourly 

Adjusted Audited Demand Reduction time weighted to reflect the portion of the hour in which the 

Demand Response Resource Notification Time and Demand Response Resource Start-Up Time exceeded 

the Shortage Event duration. 

 

(g) For a Demand Response Resource that (i) is not reducing demand, is available for dispatch and is 

able to respond to Dispatch Instructions, and has an Audited Full Reduction Time (adjusted for the 

Maximum Reduction plus Economic Maximum Limit for any associated available Net Supply Generator 

Assets) or Offered Full Reduction Time (adjusted for the Audited Demand Reduction) greater than 12 

hours or (ii) is unavailable to reduce demand, the available MW shall be zero. 

 

III.13.7.1.5.10.1.1 Adjusted Audited Demand Reduction. 

A Demand Response Resource’s Adjusted Audited Demand Reduction shall be determined as follows.  

For purposes of these calculations, when the output of a Real-Time Emergency Generation Asset exceeds 

the Demand Response Baseline, adjusted pursuant to Section III.8B.5 of a Demand Response Asset 

located at the same Retail Delivery Point and Net Supply is produced, the Economic Maximum Limit of 

the Net Supply Generator Asset at the same location shall be reduced by the difference between the Real-

Time Emergency Generation Asset’s output and the adjusted Demand Response Baseline of the Demand 

Response Asset: 

 

(a) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) equal to its Audited Full Reduction Time (adjusted for the Maximum Reduction plus 

Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction set equal to the resource’s Audited Demand Reduction. 
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(b) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) greater than its Audited Full Reduction Time (adjusted for the Maximum Reduction 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction calculated as: 

 

 ((the Audited Full Reduction Time adjusted for the (Maximum Reduction plus Economic 

Maximum Limit for any associated available Net Supply Generator Assets)) divided by (the Offered Full 

Reduction Time adjusted for the Audited Demand Reduction)) multiplied by the lesser of (the Audited 

Demand Reduction or (Maximum Reduction as submitted or redeclared by the Lead Market Participant 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets)).  

 

(c) A Demand Response Resource that has an Offered Full Reduction Time (adjusted for the Audited 

Demand Reduction) less than its Audited Full Reduction Time (adjusted for the Maximum Reduction 

plus Economic Maximum Limit for any associated available Net Supply Generator Assets) shall have its 

Adjusted Audited Demand Reduction calculated as: 

 

 ((the Offered Full Reduction Time adjusted for the Audited Demand Reduction) divided by (the 

Audited Full Reduction Time adjusted for the (Maximum Reduction plus Economic Maximum Limit for 

any associated available Net Supply Generator Assets))) multiplied by the lesser of (the Audited Demand 

Reduction or (Maximum Reduction as submitted or redeclared by the Lead Market Participant plus 

Economic Maximum Limit for any associated available Net Supply Generator Assets)). 

 

III.13.7.1.5.10.1.2 Hourly Adjusted Audited Demand Reduction. 

The Hourly Adjusted Audited Demand Reduction shall be calculated as the time weighted average of the 

Adjusted Audited Demand Reduction and Audited Demand Reduction for the period the resource was 

dispatched. 

 

III.13.7.1.5.10.2 Availability Adjustments. 

The hourly availability score of a Demand Response Capacity Resource shall be increased in the same 

manner as described in Section III.13.7.1.1.4(a).  The hourly availability score of a Demand Response 

Capacity Resource comprised of an aggregation of one or more Demand Response Resources shall be 

adjusted as described in Section III.13.7.1.1.4(b).  In the case of Demand Response Resources comprised 

of an aggregation of one or more Demand Response Assets with a demand reduction and any Net Supply 
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of less than 5 MW achieved by the asset in the most recent seasonal audit of the associated Demand 

Response Capacity Resource, a planned outage of the equipment used to produce the demand reduction  

scheduled in either December or January or during the period June 1 through September 15 may not be 

used to increase the resource’s hourly availability score as described in Section III.13.7.1.1.4(b). 

 

In addition, the hourly availability score of a Demand Response Capacity Resource shall be increased as 

described in this subsection: 

 

(a) A Demand Response Capacity Resource’s hourly availability score shall be increased, subject to 

verification by the ISO, when one or more Demand Response Assets of a Demand Response Resource 

associated with the Demand Response Capacity Resource is on a forced curtailment or scheduled 

curtailment. 

 

(i) A forced curtailment can be submitted to the ISO as described in the ISO New England 

Manuals for any reductions in demand that occur as a result of actions outside the control of the 

Demand Response Asset that is subject to the forced curtailment.  The forced curtailment can be 

submitted or revised during the resettlement process and cannot exceed the demand reduction 

achieved by the Demand Response Asset in the most recent seasonal audit of the associated 

Demand Response Capacity Resource. 

(ii) A scheduled curtailment must be submitted to the ISO at least 15 days ahead of the start 

of the curtailment to be eligible for an adjustment for any reductions in load that are the result of 

a scheduled plant shutdown or maintenance of energy consuming equipment.  The scheduled 

curtailment cannot exceed the demand reduction achieved by the Demand Response Asset in the 

most recent seasonal audit of the associated Demand Response Capacity Resource.  Scheduled 

curtailments must be a minimum of a single calendar day, and shall not exceed a total of 14 

calendar days per Capacity Commitment Period. 

 

(b) The sum of the availability adjustments for an hour may not exceed: 

 

(i) for a Demand Response Resource that has received a Dispatch Instruction to reduce its 

demand, the lesser of the resource’s Demand Response Baseline as adjusted pursuant to Section 

III.8B.5 plus Economic Maximum Limit for any associated available Net Supply Generator 

Assets)and Audited Demand Reduction adjusted down by the greater of (the Maximum 

Reduction, as submitted or redeclared by the Lead Market Participant plus Economic Maximum 
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Limit for any associated available Net Supply Generator Assets), or (Real-Time Demand 

Reduction Obligation plus Net Supply for any associated Net Supply Generator Asets).  For 

purposes of this calculation, when the output of a Real-Time Emergency Generation Asset at the 

same location exceeds the Demand Response Baseline, adjusted pursuant to Section III.8B.5, of a 

Demand Response Asset located at the same Retail Delivery Point, any Net Supply and the 

Economic Maximum Limit of the Net Supply Generator Asset at the same location shall be 

reduced by the difference between the Real-Time Emergency Generation Asset’s output and 

adjusted Demand Response Baseline of the Demand Response Asset. 

 

(ii) for a Demand Response Resource that as not received a Dispatch Instruction to reduce its 

demand, the lesser of the resource’s Actual Load plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets, as submitted or redeclared by the Lead Market 

Participant), and the Audited Demand Reduction adjusted down by (the Maximum Reduction, as 

submitted or redeclared by the Lead Market Participant plus Economic Maximum Limit for any 

associated available Net Supply Generator Assets, as submitted or redeclared by the Lead Market 

Participant). 

 

III.13.7.1.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources are subject to the availability penalties and credits as defined by their 

resource type.  

 

III.13.7.2.   Payments and Charges to Resources.  

Resources acquiring or shedding a Capacity Supply Obligation shall be subject to payments and charges 

in accordance with this Section III.13.7.2.  Such resources will also be subject to adjustments as detailed 

in Section III.13.7.2.7.  

 

III.13.7.2.1.   Generating Capacity Resources.  

 

III.13.7.2.1.1.   Monthly Capacity Payments.  

Each resource that has: (i) cleared in a  Forward Capacity Auction, except for the portion of resources 

designated as Self-Supplied FCA Resources or for resources not commercial during an Obligation Month 

pursuant to Section III.13.7.1.1.3(h); (ii) cleared in a reconfiguration auction; or (iii) entered into a 

Capacity Supply Obligation Bilateral shall be entitled to a monthly payment (subject to the  adjustments 

in Section III.13.7.2.7) or charge during the Capacity Commitment Period as follows:  
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(a)  Forward Capacity Auction. For a resource whose offer has cleared in a Forward Capacity 

Auction, the monthly capacity payment shall equal the product of its cleared capacity (or in the case 

described in Section III.13.7.1.1.3(i), the lesser of the resource’s Capacity Supply Obligation or its 

audited amount) and the Capacity Clearing Price in the appropriate Capacity Zone in the New England 

Control Area as adjusted pursuant to Section III.13.2.7.3(b) and as adjusted by applicable indexing for 

resources with additional Capacity Commitment Period elections pursuant to Section III.13.1.1.2.2.4 in 

the manner described below (the "FCA Payment").  For a resource that has elected to have the Capacity 

Clearing Price and the Capacity Supply Obligation apply for more than one Capacity Commitment 

Period, payments associated with the Capacity Supply Obligation and Capacity Clearing Price (indexed 

using the Handy-Whitman Index of Public Utility Construction Costs in effect as of December 31 of the 

year preceding the Capacity Commitment Period) shall continue to apply after the Capacity Commitment 

Period associated with the Forward Capacity Auction in which the offer clears, for up to four additional 

and consecutive Capacity Commitment Periods, in whole Capacity Commitment Period increments only.    

 

(b)  Reconfiguration Auctions. For a resource whose offer or bid has cleared in an annual or 

monthly reconfiguration auction, the monthly capacity payment or charge shall be equal to the product of 

its cleared capacity and the appropriate reconfiguration auction clearing price in the Capacity Zone in 

which the resource cleared.  

 

(c)  Capacity Supply Obligation Bilaterals. For resources that have acquired or shed a Capacity 

Supply Obligation through a Capacity Supply Obligation Bilateral, the monthly capacity payment or 

charge shall be equal to the product of the Capacity Supply Obligation being assumed or shed and price 

associated with the Capacity Supply Obligation Bilateral.    

 

III.13.7.2.2.   Import Capacity.  

Import Capacity Resources shall receive monthly capacity payments utilizing the same methodology as 

that used for Generating Capacity Resources set forth in Section III.13.7.2.1.  

 

III.13.7.2.2.A.   Export Capacity.  

If there are any Export Bids or Administrative Export De-list Bids from resources located in an export-

constrained Capacity Zone or in the Rest-of-Pool Capacity Zone that have cleared in the Forward 

Capacity Auction and if the resource is exporting capacity at an export interface that is connected to an 

import-constrained Capacity Zone or the Rest-of-Pool Capacity Zone that is different than the Capacity 
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Zone in which the resource is located, then charges and credits are applied as follows (for the following 

calculation, the Capacity Clearing Price will be the value prior to PER adjustments).  

 

Charge Amount to Resource Exporting = [Capacity Clearing Price location of the interface - Capacity 

Clearing Price location of the resource ] x Cleared MWs of Export Bid or Administrative Export De-List 

Bid]  

 

Credit Amount to Capacity Load Obligations in the Capacity Zone where the export interface is 

located= [Capacity Clearing Price location of the interface - Capacity Clearing Price location of the resource ] x 

Cleared MWs of Export Bid or Administrative Export De-list Bid]  

 

Credits and charges to load in the applicable Capacity Zones, as set forth above, shall be allocated 

in proportion to each LSE’s Capacity Load Obligation as calculated in Section III.13.7.3.1.  

 

III.13.7.2.3.    Intermittent Power Resources.  

An Intermittent Power Resource shall be entitled to monthly payments during the Capacity Commitment 

Period calculated in the same manner as that used for Generating Capacity Resources as described in 

Section 13.7.2.1, except that any reduction in the Capacity Supply Obligation of an Intermittent Power 

Resource made pursuant to Section III.13.4.2.1.2.2.2.3 shall be at the same payment rate applicable to the 

reduced MW, such that there is a net zero payment for the reduced MW.  

 

III.13.7.2.4.   Settlement Only Resources.  

 

III.13.7.2.4.1.   Non-Intermittent Settlement Only Resources.  

Non-Intermittent Settlement Only Resources shall be entitled to monthly payments during the Capacity 

Commitment Period calculated in the same manner as that used for Generating Capacity Resources as 

described in Section III.13.7.2.1.  

 

III.13.7.2.4.2.   Intermittent Settlement Only Resources.  

Intermittent Settlement Only Resources shall be entitled to monthly payments during the Capacity 

Commitment Period calculated in the same manner as that used for Generating Capacity Resources as 

described in Section III.13.7.2.1, except that any reduction in the Capacity Supply Obligation of an 

Intermittent Settlement Only Resource made pursuant to Section III.13.4.2.1.2.2.2.3 shall be at the same 

payment rate applicable to the reduced MW, such that there is a net zero payment for the reduced MW.  
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III.13.7.2.5.   Demand Resources.  

 

III.13.7.2.5.1.  Monthly Capacity Payments for All Resources Except Real-Time 

Emergency Generation Resources.  

For all Demand Resources except for Real-Time Emergency Generation Resources, the monthly payment 

shall be calculated in the same manner as for Generating Capacity Resources as described in Section 

III.13.7.2.1.1.   

 

III.13.7.2.5.2.  Monthly Capacity Payments for Real-Time Emergency Generation 

Resources.  

For Real-Time Emergency Generation Resources, monthly payments shall be calculated in the same 

manner as for Generating Capacity Resources as described in Section III.13.7.2.1.1, except that such 

payments may also be adjusted as described in Section III.13.2.3.3(f).   

 

III.13.7.2.5.3.  Energy Settlement for Real-Time Demand Response Resources 

A Market Participant with Real-Time Demand Response Assets associated with a Real-Time Demand 

Response Resource that is dispatched or audited pursuant to Section III.13 shall be paid or charged for 

demand reductions, adjusted for net supply as described in Section III.E1.8.3 and for the percent average 

avoided peak distribution losses, at the Real-Time LMP for the Load Zone in which the Real-Time 

Demand Response Resource is located.  The demand reduction paid or charged shall be net of the Real-

Time Demand Reduction Obligation of Real-Time Demand Response Assets that are part of the Real-

Time Demand Response Resource that received payment pursuant to Sections III.E1.9.2.1 or III.E1.9.2.2 

for the same dispatch or audit period.  Demand reductions eligible for payments or charges pursuant to 

this section shall be those produced during Real-Time Demand Response Event Hours or, in the case of 

an audit, for the period during which the ISO has requested the resource to audit. 

 

III.13.7.2.5.4.  Energy Settlement for Real-Time Emergency Generation Resources 

A Market Participant with Real-Time Emergency Generation Assets associated with a Real-Time 

Emergency Generation Resource that is dispatched or audited pursuant to Section III.13 shall be paid or 

charged for demand reductions or generator output, adjusted as described in Section III.E1.8.3 or 

III.13.7.2.5.4.1 and for the percent average avoided peak distribution losses for the portion of the asset 

reducing demand, at the Real-Time LMP for the Load Zone in which the Real-Time Emergency 

Generation Resource is located for Capacity Commitment Periods commencing prior to June 1, 2017, and 
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at the Real-Time LMP for the Dispatch Zone in which the Real-Time Emergency Generation Resource is 

located for Capacity Commitment Periods commencing on or after June 1, 2017.  Demand reductions or 

generator output eligible for payments or charges pursuant to this section shall be those produced during 

Real-Time Emergency Generation Event Hours or, in the case of an audit, for the period during which the 

ISO has requested the resource to audit. 

III.13.7.2.5.4.1  Adjustment for Net Supply Generator Assets 

For Capacity Commitment Periods commencing on or after June 1, 2017, when the output of a Real-Time 

Emergency Generation Asset exceeds the Demand Response Baseline, adjusted pursuant to Section 8B.5, 

of a Demand Response Asset located at the same Retail Delivery Point and Net Supply is produced, the 

output eligible for payments will be set equal the adjusted Demand Response Baseline of the Demand 

Response Asset. 

 

 

III.13.7.2.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources shall not receive monthly capacity payments for the portion of the resource 

designated as a Self-Supplied FCA Resource.  Charges to load associated with Self-Supplied FCA 

Resources are calculated pursuant to Section III.13.7.3.  

 

III.13.7.2.7.   Adjustments to Monthly Capacity Payments.  

Monthly capacity payments to resources with a Capacity Supply Obligation as of the beginning of the 

Obligation Month will be adjusted as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.1.  Adjustments to Monthly Capacity Payments of Generating Capacity 

Resources.  

 

III.13.7.2.7.1.1.  Peak Energy Rents.  

Payments to New Generating Capacity Resources and Existing Generating Capacity Resources with 

Capacity Supply Obligations, except for resources not commercial as described in Section 

III.13.7.1.1.3(h) or Section III.13.7.1.1.3(i), shall be decreased by Peak Energy Rents (“PER”) calculated 

in each Capacity Zone, as determined pursuant to Section III.13.2.3.4 in the Forward Capacity Auction, as 

provided below. The PER calculation shall utilize hourly integrated Real-Time LMPs.  For each Capacity 

Zone in the Forward Capacity Auction, as determined pursuant to Section III.13.2.3.4, PER shall be 

computed based on the load-weighted Real-Time LMPs for each Capacity Zone, using the Real-Time 

Hub Price for the Rest-of-Pool Capacity Zone.    
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III.13.7.2.7.1.1.1.  Hourly PER Calculations.  

(a)  For hours with a positive difference between the hourly Real-Time energy price and a strike 

price, the ISO shall compute PER for each hour ("Hourly PER") equal to this positive difference in 

accordance with the following formula, which includes scaling adjustments for system load and 

availability:   

 

Hourly PER($/kW) = [(LMP - Strike Price) * [Scaling Factor] * [Availability Factor]  

Where:    

 

Strike Price = the heat rate x fuel cost of the PER Proxy Unit described below.  

 

Scaling Factor = the ratio of actual hourly integrated system load (calculated as the sum of Real-

Time Load Obligations for the system as calculated in the settlement of the Real-Time Energy 

Market and adjusted for losses and including imports delivered in the Real-Time Energy Market) 

and the 50/50 predicted peak system load reduced appropriately for Demand Resources, used in 

the most recent calculation of the Installed Capacity Requirement for that Capacity Commitment 

Period, capped at an hourly ratio of 1.0.  

 

Availability Factor = 0.95  

 

(b) PER Proxy Unit characteristics shall be as follows:   

 

 (i)  The PER Proxy Unit shall be indexed to the marginal fuel, which shall be the higher of 

ultra low-sulfur No. 2 oil measured at New York Harbor plus a seven percent markup for 

transportation or day-ahead gas measured at the Algonquin City Gate, as determined on a daily 

basis;  

 

(ii)  The PER Proxy Unit shall be assumed to have no start-up, ramp rate or minimum run 

time constraints;  

 

(iii)  The PER Proxy Unit shall have a 22,000 Btu/kWh heat rate.  This assumption shall be 

periodically reviewed after the first Capacity Commitment Period by the ISO to ensure that the 

heat rate continues to reflect a level slightly higher than the marginal generating unit in the region 
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that would be dispatched as the system enters a scarcity condition.  Any changes to the heat rate 

of the PER Proxy Unit shall be considered in the stakeholder process in consultation with the 

state utility regulatory agencies, shall be filed pursuant to Section 205 of the Federal Power Act, 

and shall be applied prospectively to the settlement of future Forward Capacity Auctions.  

 

III.13.7.2.7.1.1.2.  Monthly PER Application.  

(a)  The Hourly PER shall be summed for each calendar month to determine the total PER for that 

month ("Monthly PER").  The ISO shall then calculate the Average Monthly PER earned by the proxy 

unit.  The Average Monthly PER shall be equal to the average of the Monthly PER values for the 12 

months prior to the Obligation Month.  The PER deduction for each resource shall be calculated as 

follows:  

 

PER Adjustment = the minimum of:  (i) the PER cap or (ii) the Average Monthly PER x PER 

Capacity Supply Obligation.  

 

Where the PER cap for each resource equals the FCA Payment, plus the product of the net value 

of any other Capacity Supply Obligations assumed or shed after the Forward Capacity Auction 

for the same Capacity Commitment Period multiplied by the Capacity Clearing Price applicable 

to that resource’s location from that Forward Capacity Auction. Where the calculation results in a 

PER cap value less than zero, the PER cap will be revised to zero.  

 

Where the PER Capacity Supply Obligation is equal to the minimum of the Capacity Supply Obligation 

or the Capacity Supply Obligation less any Capacity Supply Obligation MW from any portion of a Self-

Supplied FCA Resource.  However, if the Capacity Supply Obligation less any Capacity Supply 

Obligation from any portion of a Self-Supplied FCA Resource is less than zero, it will be zero for 

purposes of comparing it to the Capacity Supply Obligation in the PER Capacity Supply Obligation 

calculation.   

 

(b)  PER shall be deducted from capacity payments independently of availability penalties.  

 

(c)  FCA Payment minus PER may not be negative for any month.  

 

III.13.7.2.7.1.2.  Availability Penalties.  
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Availability penalties shall be assessed for each resource with a Capacity Supply Obligation as of the 

beginning of the Obligation Month. The penalty will be based on the Capacity Clearing Price (as adjusted 

pursuant to Section III.13.2.7.3(b) or as described in Section III.13.2.8) in the Capacity Zone in which the 

resource is located for the relevant Capacity Commitment Period, regardless of whether the resource 

assumed the Capacity Supply Obligation through a Forward Capacity Auction, a reconfiguration auction, 

or a Capacity Supply Obligation Bilateral.  

 

For capacity resources that are partially or fully unavailable during a Shortage Event:  

 

(a)  Penalties shall be determined and assessed on a resource-specific basis. Penalties shall be 

calculated for each Shortage Event during an Obligation Month and assessed on a monthly basis, subject 

to the availability penalty caps outlined in Section III.13.7.2.7.1.3.  

 

(b)  The penalty per resource for each Shortage Event shall be equal to:  

Penalty = [Resource’s Annualized FCA Payment]*PF*[1 – Shortage Event Availability Score]  

 

Where:  

 

Annualized FCA Payment =  the relevant Capacity Clearing Price, or in the case of Inadequate 

Supply or Insufficient Competition, the payment as described in Section III.13.2.8, (as adjusted 

pursuant to Section III.13.2.7.3(b)) multiplied by the resource’s Capacity Supply Obligation as of 

the beginning of the Obligation Month multiplied by 12.  

 

PF = .05 for Shortage Events of 5 hours or less. PF is increased by .01 for each additional hour 

above 5 hours.  

 

III.13.7.2.7.1.3.  Availability Penalty Caps.  

The following caps will apply to the total availability penalties assessed to a resource. If a resource with a 

Capacity Supply Obligation sheds or acquires an obligation outside the relevant Obligation Month, the 

Annualized FCA Payment shall not be prorated. Caps are resource-specific and partial year assumption or 

transfer of a Capacity Supply Obligation through Capacity Supply Obligation Bilaterals or 

reconfiguration auctions does not affect the application of the cap to each resource independently.  
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(a)  Per Day. In no case shall the total penalties for all Shortage Events in an Operating Day exceed 

10 percent of a resource’s Annualized FCA Payment for that Capacity Commitment Period.    

 

(b) Per Month. The sum of a resource's penalties arising from unavailability during an Obligation 

Month may not exceed two and one-half times the Annualized FCA Payment, divided by twelve, for that 

Obligation Month. The sum of a resource's penalties arising from unavailability due to a single outage of 

four days or less but spanning two calendar months may not exceed two and one-half times the average of 

the Annualized FCA Payments, divided by twelve, for both months.  

 

(c) Per Capacity Commitment Period. In determining the availability penalties for the Obligation 

Month, a resource’s cumulative availability penalties for a Capacity Commitment Period may not exceed 

its Annualized FCA Payment (less PER adjustments) for that Capacity Commitment Period.    

 

III.13.7.2.7.1.4.  Availability Credits for Capacity Demand Response Capacity Resources, 

Generating Capacity Resources, Import Capacity Resources and Self-

Supplied FCA Resources.  

On a monthly basis, penalties received from unavailable resources shall be redistributed to Demand 

Response Capacity Resources, Generating Capacity Resources and Import Capacity Resources with 

Capacity Supply Obligations and to designated Supplemental Capacity Resources without a Capacity 

Supply Obligation that have a valid Supplemental Availability Bilateral (pursuant to Section III.13.5.3.2) 

that were available (pursuant to Section III.13.7.1.1.3, Section III.13.7.1.5.10.1) in  the respective hours 

on a Capacity Zone basis as follows: For each Obligation Month, the penalties assessed for the Shortage 

Events during the month will be credited to those resources identified above that were available, in whole 

or in part, during the Shortage Events, pro-rata by hourly available MW in the relevant Capacity Zones.  

Self-Supplied FCA Resources shall be eligible to receive their pro rata share of availability penalties paid 

by other capacity resources.  

 

III.13.7.2.7.2.   Import Capacity.  

In addition to the adjustment in this section, Import Capacity Resources shall also be subject to the same 

adjustments as Generating Capacity Resources as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.2.1.  External Transaction Offer and Delivery Performance Adjustments.  

In the event that the conditions in Section III.13.6.1.2.1 are not met in any hour of an Operating Day, the 

Import Capacity Resource will be subject to the following:  
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(a)  If in any hour of an Operating Day a priced External Transaction associated with an Import 

Capacity Resource with a Capacity Supply Obligation is offered above both the offer threshold for the 

Operating Day and the offer threshold of the prior Operating Day, and for any priced External 

Transactions from the New York Control Area also is offered above the corresponding hourly day-ahead 

energy price (NYISO Location-Based Marginal Price) at the source interface, the Market Participant with 

the Import Capacity Resource will pay a penalty equal to the product of the Import Capacity Resource’s 

Capacity Supply Obligation and the corresponding interface Capacity Clearing Price as adjusted in 

Section III.13.2.7.3(b), divided by the number of days in the month.  

 

(b)  For every hour of an Operating Day that the total amount offered from all External Transactions 

associated with an Import Capacity Resource is less than the Import Capacity Resource’s Capacity Supply 

Obligation, the Market Participant with the Import Capacity Resource will pay a penalty equal to the 

product of the difference between the Capacity Supply Obligation and the total amount of energy offered 

for that hour and the corresponding interface Capacity Clearing Price as adjusted in Section 

III.13.2.7.3(b), divided by the number of hours in the month.  For each Operating Day only the greater of 

the total penalties in either the Day-Ahead Energy Market or Real-Time Energy Market will be assessed. 

For the purposes of this section the total energy offered will be adjusted in accordance with Section 

III.13.7.1.1.4(b) for any amount that was unavailable due to an outage approved in the ISO’s annual 

maintenance scheduling process. 

 

(c) Except as specified in Section III.13.7.2.7.2.2, for every hour the total energy from an External 

Transaction associated with an Import Capacity Resource delivered in real-time to the New England 

Control Area is less than the energy requested, the Market Participant with the Import Capacity Resource 

will pay a penalty equal to the product of the difference between the quantity requested and the quantity 

delivered and the corresponding interface Capacity Clearing Price as adjusted in Section III.13.2.7.3(b), 

divided by the number of hours in the month.   

 

Any External Transaction associated with an Import Capacity Resource that is determined to be in 

economic merit during the next-hour scheduling process will be considered a requested transaction and 

the ISO may request all or a portion of each transaction.  

 

A Market Participant’s total penalty amount for a single Operating Day for each Import Capacity 

Resource shall be no more than the product of the Import Capacity Resource’s Capacity Supply 
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Obligation and the corresponding interface Capacity Clearing Price as adjusted in Section III.13.2.7.3(b), 

divided by the number of days in the month.  

 

Each Obligation Month the penalty amounts from all Market Participants with Import Capacity Resources 

will be allocated to all Market Participants based on their pro-rata share of Capacity Load Obligation 

within each Capacity Zone in the Obligation Month, with each Capacity Zone allocated an amount based 

on the pro-rata share of total capacity credits within each Capacity Zone.  

 

III.13.7.2.7.2.2.   Exceptions.  

a)  No penalty will be assessed if the applicable external interface is fully loaded and the energy 

from an External Transaction that would otherwise be requested cannot flow. If the transfer capability of 

the applicable external interface is zero in the import direction it will be considered fully loaded for the 

purpose of this section.  

 

b)  No penalty will be assessed if the delivered energy from a priced External Transaction associated 

with the New York Control Area is less than requested when the Real-Time Energy Market price at the 

source location (NYISO Location-Based Marginal Price) is higher than the Real-Time LMP at the 

associated External Node, provided that Operating Procedure No. 4 has not been declared due to a 

system-wide capacity deficiency.  

 

c)  No penalty will be assessed during periods when the ISO has taken action to reduce import 

transactions due to a Minimum Generation Emergency condition or due to ramping constraints.  

 

d)  No penalty will be assessed on the affected external interface during periods when minimum-

flow or directional-flow constraints have occurred, when the ISO was unable to utilize the automated 

check-out processes for the external interface, or when in-hour curtailments have occurred.  

 

III.13.7.2.7.3.   Intermittent Power Resources.  

Monthly capacity payments to Intermittent Power Resources are subject to PER adjustments but are not 

subject to any additional availability penalties.  

 

III.13.7.2.7.4.   Settlement Only Resources.  

 

III.13.7.2.7.4.1.  Non-Intermittent Settlement Only Resources.  
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Non-Intermittent Settlement Only Resources are subject to the same PER adjustments and availability 

penalties as Generating Capacity Resources as described in Section III.13.7.2.7.1.  

 

III.13.7.2.7.4.2.  Intermittent Settlement Only Resources.  

Monthly capacity payments to Intermittent Power Resources are subject to PER adjustments but are not 

subject to any additional availability penalties.  

 

III.13.7.2.7.5.    Demand Resources.  

Demand Response Capacity Resources shall be subject to the same adjustments as Generating Capacity 

Resources as described in Section III.13.7.2.7.1. 

 

III.13.7.2.7.5.1.  Calculation of Monthly Capacity Variances.  

For each month, the Monthly Capacity Variance of a Real-Time Emergency Generation, Real-Time 

Demand Response, On-Peak and Seasonal Peak Demand Resource shall be calculated by subtracting the 

Demand Resource’s Capacity Supply Obligation for the month from the Demand Resource’s monthly 

Capacity Value. If a Demand Resource’s Monthly Capacity Variance is zero, the Demand Resource will 

not be subject to Demand Resource Performance Penalties or Demand Resource Performance Incentives.  

 

III.13.7.2.7.5.2.  Negative Monthly Capacity Variances. 

With the exception of a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 

offer cleared, if a Demand Resource’s Monthly Capacity Variance is a negative value, the Real-Time 

Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak Demand Resource 

shall be subject to a Demand Resource Performance Penalty equal to the absolute value of the Monthly 

Capacity Variance multiplied by the Capacity Clearing Price (as adjusted pursuant to Section 

III.13.2.7.3(b)) in the Forward Capacity Auction for the relevant Capacity Commitment Period or in the 

case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price in the 

Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f).  If a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 
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offer cleared has a Monthly Capacity Variance with a negative value, the Demand Resource Performance 

Penalty for such a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource shall be set according to the Capacity Clearing Price applicable to the 

Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak Demand 

Resource (as adjusted pursuant to Section III.13.2.7.3(b)), indexed using the Handy-Whitman Index of 

Public Utility Construction Costs in effect as of December 31, of the year preceding the Capacity 

Commitment Period applicable to the Demand Resource for the particular Capacity Commitment Period 

or in the case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price 

in the Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f), indexed using the Handy-Whitman Index of Public Utility Construction Costs, applicable 

to the Demand Resource for the particular Capacity Commitment Period. 

 

III.13.7.2.7.5.3.  Positive Monthly Capacity Variances.  

With the exception of a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource that has elected to have the Capacity Supply Obligation and the 

Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue to 

apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which that 

offer cleared, if a Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and 

Seasonal Peak Demand Resource’s Monthly Capacity Variance is a positive value, then the Demand 

Resource shall be eligible to receive a Demand Resource Performance Incentive based on the Monthly 

Capacity Variance multiplied by the Capacity Clearing Price (as adjusted pursuant to Section 

III.13.2.7.3(b)) in the Forward Capacity Auction for the relevant Capacity Commitment Period, or in the 

case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price in the 

Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f),  provided that the sum of the Demand Resource Performance Penalties in the month in the 

Capacity Zone where the Demand Resource or Real-Time Emergency Generation Resource is located is 

equal to or greater than the sum of the Demand Resource Performance Incentives in the same month in 

that Capacity Zone.  If a Demand Resource that has elected to have the Capacity Supply Obligation and 

the Capacity Clearing Price applicable to an offer that cleared in the Forward Capacity Auction continue 

to apply after the Capacity Commitment Period associated with the Forward Capacity Auction in which 

that offer cleared has a Monthly Capacity Variance with a positive value, then the Demand Resource 

Performance Incentive for such a Demand Resource shall be set according to the Capacity Clearing Price 

applicable to the Demand Resource for the particular Capacity Commitment Period (as adjusted pursuant 

to Section III.13.2.7.3(b)), indexed using the Handy-Whitman Index of Public Utility Construction Costs 
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or in the case of a Real-Time Emergency Generation Resource, multiplied by the Capacity Clearing Price 

in the Forward Capacity Auction for the relevant Capacity Commitment Period as described in Section 

III.13.2.3.3(f), indexed using the Handy-Whitman Index of Public Utility Construction Costs, applicable 

to the Real-Time Emergency Generation, Real-Time Demand Response, On-Peak and Seasonal Peak 

Demand Resource for the particulate Capacity Commitment Period in effect as of December 31 of the 

year preceding the Capacity Commitment Period, provided that the sum of the Demand Resource 

Performance Penalties in the month in the Capacity Zone where the Demand Resource or Real-Time 

Emergency Generation Resource is located is equal to or greater than the sum of the Demand Resource 

Performance Incentives in the same month in that Capacity Zone.    

 

III.13.7.2.7.5.4.  Determination of Net Demand Resource Performance Penalties and Demand 

Resource Performance Incentives.   

Demand Resource Performance Penalties and Demand Resource Performance Incentives shall be 

determined for each Capacity Zone as follows:  if the sum of the Demand Resource Performance 

Penalties in a month in a Capacity Zone is less than the sum of the Demand Resource Performance 

Incentives in the same month in that Capacity Zone, then the total amount of Demand Resource 

Performance Penalties shall be paid on a pro-rata basis, based on the non-prorated Demand Resource 

Performance Incentives of each Demand Resource with a positive Monthly Capacity Variance. The total 

amount of the Demand Resource Performance Incentives in a month in a Capacity Zone cannot exceed 

the total amount of the Demand Resource Performance Penalties in the same month in that Capacity 

Zone.  

 

The total of the Demand Resource Performance Incentives in a month in a Capacity Zone cannot exceed 

the total of the Demand Resource Performance Penalties in the same month in that Capacity Zone.  If the 

total Demand Resource Performance Penalties in a month in a Capacity Zone exceeds the total Demand 

Resource Performance Incentives in the same month in that Capacity Zone, the difference shall not be 

collected from load serving entities in that Capacity Zone (the ultimate purchaser of capacity). 

 

III.13.7.2.7.6.   Self-Supplied FCA Resources.  

Self-Supplied FCA Resources shall not be subject to a PER adjustment on the portion of the resource that 

is self-supplied, but shall be subject to the availability penalties and caps applicable to their resource 

types.  

 

III.13.7.3.   Charges to Market Participants with Capacity Load Obligations.  
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A load serving entity with a Capacity Load Obligation as of the end of the Obligation Month shall be 

subject to a charge equal to the product of: (a) its Capacity Load Obligation in the Capacity Zone; and (b) 

the applicable Net Regional Clearing Price. The Net Regional Clearing Price is defined as the sum of the 

total payments as defined in Section III.13.7.2 paid to resources with Capacity Supply Obligations in the 

Capacity Zone (excluding any capacity payments and charges made for Capacity Supply Obligation 

Bilaterals), less PER adjustments for resources in the zone as defined in Section 13.7.2.7.1.1, adjusted for 

any Demand Resource Performance Penalties in excess of Demand Resource Performance Incentives as 

described in Section III.13.7.2.7.5.4, and including any applicable export charges or credits as determined 

pursuant to Section III.13.7.2.2.A divided by the sum of all Capacity Supply Obligations (excluding (i) 

the quantity of capacity subject to Capacity Supply Obligation Bilaterals and (ii) the quantity of capacity 

clearing as Self-Supplied FCA Resources) assumed by resources in the zone.  A load serving entity 

satisfying its Capacity Load Obligation by a Self-Supplied FCA Resource shall not receive a credit for 

any PER payment for its Capacity Load Obligation so satisfied.  

 

III.13.7.3.1.   Calculation of Capacity Requirement and Capacity Load Obligation.  

The ISO shall assign each load serving entity a Capacity Requirement prior to the commencement of each 

Obligation Month for each Capacity Zone established in the Forward Capacity Auction pursuant to 

Section III.13.2.3.4.  The Capacity Requirement for each month and Capacity Zone shall equal the 

product of: (i) the total of the system-wide Capacity Supply Obligations (excluding the quantity of 

capacity subject to Capacity Supply Obligation Bilaterals) plus HQICCs; and (ii) the ratio of the sum of 

all load serving entities’ annual coincident contributions to the system-wide annual peak load in that 

Capacity Zone from the calendar year two years prior to the start of the Capacity Commitment Period to 

the system-wide sum of all load serving entities’ annual coincident contributions to the system-wide 

annual peak load from the calendar year two years prior to the start of the Capacity Commitment Period. 

The following loads are assigned a peak contribution of zero for the purposes of assigning obligations and 

tracking load shifts: load associated with pumping of pumped hydro generators, if the resource was 

pumping; Station service load that is modeled as a discrete Load Asset and the Resource is complying 

with the maintenance scheduling procedures of the ISO; net load associated with an Alternative 

Technology Regulation Resource while providing Regulationload that is modeled as an Asset Related 

Demand or discrete load asset and is exclusively related to an Alternative Technology Regulation 

Resource following AGC dispatch instructions; and transmission losses associated with delivery of 

energy over the Control Area tie lines.  
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A load serving entity’s Capacity Requirement for each month and Capacity Zone shall equal the product 

of:  (i) the Capacity Zone’s Capacity Requirement as calculated above and (ii) the ratio of the sum of the 

load serving entity’s annual coincident contributions to the system-wide annual peak load in that Capacity 

Zone from the calendar year prior to the start of the Capacity Commitment Period to the sum of all load 

serving entities’ annual coincident contributions to the system-wide annual peak load in that Capacity 

Zone from the calendar year prior to the start of the Capacity Commitment Period.  

 

A load serving entity’s Capacity Load Obligation shall be its Capacity Requirement, adjusted as 

appropriate to account for any relevant Capacity Load Obligation Bilaterals, HQICCs, and Self-Supply 

FCA Resource designations. A Capacity Load Obligation can be a positive or negative value.  A Market 

Participant that is not a load serving entity shall have a Capacity Load Obligation equal to the net 

obligation resulting from Capacity Load Obligation Bilaterals, HQICC, and Self-Supply FCA Resource 

designations.  

 

A Demand Resource's Demand Reduction Value will not be reconstituted into the load of the Demand 

Resource for the purpose of determining the Capacity Requirement for the load associated with the 

Demand Resource. 

 

III.13.7.3.1.1.   HQICC Used in the Calculation of Capacity Requirements.  

In order to treat HQICCs as a load reduction, each holder of HQICCs shall have its Capacity Requirement 

in the Capacity Zone in which the HQ Phase I/II external node is located as specified in Section III.13.1.3 

adjusted by its share of the total monthly HQICC amount.  

 

III.13.7.3.1.2.   Charges Associated with Self-Supplied FCA Resources.  

The capacity associated with a Self-Supplied FCA Resource shall be treated as a credit toward the 

Capacity Load Obligation of the load serving entity so designated by such resources as described in 

Section III.13.1.6. The amount of Self-Supplied FCA Resources shall be determined pursuant to Section 

III.13.1.6.  

 

III.13.7.3.1.3.   Charges Associated with Dispatchable Asset Related Demands.  

Dispatchable Asset Related Demand resources will not receive Forward Capacity Market payments, but 

instead each Dispatchable Asset Related Demand resource will receive an adjustment to its share of the 

associated Coincident Peak Contribution based on the ability of the Dispatchable Asset Related Demand 

resource to reduce consumption.  The adjustment to a load serving entity’s Coincident Peak Contribution 
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resulting from Dispatchable Asset Related Demand resource reduction in consumption shall be based on 

the Nominated Consumption Limit submitted for the Dispatchable Asset Related Demand resource.    

The Nominated Consumption Limit value of each Dispatchable Asset Related Demand resource is subject 

to adjustment as further described in the ISO New England Manuals, including adjustments based on the 

results of Nominated Consumption Limit audits performed in accordance with the ISO New England 

Manuals. 

 

III.13.7.3.2.  Excess Revenues. 

Revenues collected from load serving entities in excess of revenues paid by the ISO to resources shall be 

paid by the ISO to the holders of Capacity Transfer Rights, as detailed in Section III.13.7.3.3. 

 

III.13.7.3.3.  Capacity Transfer Rights. 

 

III.13.7.3.3.1.  Definition and Payments to Holders of Capacity Transfer Rights. 

The ISO shall create Capacity Transfer Rights (“CTRs”) for each internal interface associated with a 

Capacity Zone established in the Forward Capacity Auction (as determined pursuant to Section 

III.13.2.3.4).  Based upon results of the Forward Capacity Auction and reconfiguration auctions, the total 

CTR fund will be calculated as the difference between the charges to load serving entities with Capacity 

Load Obligations and the payments to Capacity Resources as follows:  The system-wide sum of the 

product of each Capacity Zone’s Net Regional Clearing Price and absolute value of each Capacity Zone’s 

Capacity Load Obligations, as calculated in Section III.13.7.3.1, minus the sum of the monthly capacity 

payments to Capacity Resources within each zone, as adjusted for PER and for Demand Resource 

Performance Penalties net of Demand Resource Performance Incentives. 

 

Each Capacity Zone established in the Forward Capacity Auction (as determined pursuant to Section 

III.13.2.3.4) will be assigned its portion of the CTR fund. 

 

For CTRs resulting from an export constrained zone, the assignment will be calculated as the product of: 

(i) the Net Regional Clearing Price for the Capacity Zone to which the applicable interface limits the 

transfer of capacity minus the Net Regional Clearing Price for the Capacity Zone from which the 

applicable interface limits the transfer of capacity; and (ii) the difference between the absolute value of 

the total Capacity Supply Obligations obtained in the exporting Capacity Zone, adjusted for Capacity 

Supply Obligations associated with Self-Supply FCA Resources, and the absolute value of the total 

Capacity Load Obligations in the exporting Capacity Zone.  
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For CTRs resulting from an import constrained zone, the assignment will be calculated as the product of: 

(i) the Net Regional Clearing Price for the Capacity Zone to which the applicable interface limits the 

transfer of capacity minus the Net Regional Clearing Price for the absolute value of the Capacity Zone 

from which the applicable interface limits the transfer of capacity; and (ii) the difference between 

absolute value of the total Capacity Load Obligations in the importing Capacity Zone and the total 

Capacity Supply Obligations obtained in the importing Capacity Zone, adjusted for Capacity Supply 

Obligations associated with Self-Supply FCA Resources.  

 

The value of CTRs specifically allocated pursuant to Sections III.13.7.3.3.2(c), III.13.7.3.3.4, and 

III.13.7.3.3.6 shall be calculated as the product of:  (i) the Capacity Clearing Price (as adjusted pursuant to 

Section III.13.2.7.3(b)) for the Capacity Zone to which the applicable interface limits the transfer of 

capacity minus the Capacity Clearing Price (as adjusted pursuant to Section III.13.2.7.3(b)) for the 

Capacity Zone from which the applicable interface limits the transfer of capacity; and (ii) the MW 

quantity of the specifically allocated CTRs across the applicable interface. The value of the specifically 

allocated CTRs will be deducted from the associated Capacity Zone’s portion of the CTR fund. The 

balance of the CTR fund will then be allocated to the load serving entities as set forth in Section 

III.13.7.3.3.2.  

 

III.13.7.3.3.2.   Allocation of Capacity Transfer Rights.  

For Capacity Zones established in the Forward Capacity Auction as determined pursuant to Section 

III.13.2.3.4, the CTR fund shall be allocated among load serving entities using their Capacity Load 

Obligation (net of HQICCs) described in Section III.13.7.3.1. Market Participants with CTRs specifically 

allocated under Section III.13.7.3.3.6 will have their specifically allocated CTR MWs netted from their 

Capacity Load Obligation used to establish their share of the CTR fund.  

 

(a)  Connecticut Import Interface. The allocation of the CTR fund associated with the Connecticut 

Import Interface shall be made to load serving entities based on their Capacity Load Obligation in the 

Connecticut Capacity Zone.    

 

(b)  NEMA/Boston Import Interface. Except as provided in Section III.13.7.3.3.6 of Market Rule 1, 

the allocation of the CTR fund associated with the NEMA/Boston Import Interface shall be made to load 

serving entities based on their Capacity Load Obligation in the NEMA/Boston Capacity Zone.  
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 (c)  Maine Export Interface. Casco Bay shall receive specifically allocated CTRs of 325 MW across 

the Maine Export Interface for as long as Casco Bay continues to pay to support the transmission 

upgrades.  Each municipal utility entitlement holder of a resource constructed as a Pool-Planned Unit in 

Maine shall receive specifically allocated CTRs across the Maine Export Interface equal to the applicable 

seasonal claimed capability of its ownership entitlements in such unit as described in Section 

III.13.7.3.3.6.  The balance of the CTR fund associated with the Maine Export Interface shall be allocated 

to load serving entities with a Capacity Load Obligation on the import-constrained side of the Maine 

Export Interface.  

 

III.13.7.3.3.3.   Allocations of CTRs Resulting From Revised Capacity Zones.  

The portion of the CTR fund associated with revised definitions of Capacity Zones shall be fully allocated 

to load serving entities after deducting the value of applicable CTRs that have been specifically allocated.  

Allocations of the CTR fund among load serving entities will be made using their Capacity Load 

Obligations (net of HQICCs) as described in Section III.13.7.3.3.1.  Market Participants with CTRs 

specifically allocated under Section III.13.7.3.3.6 will have their specifically allocated CTR MWs netted 

from the Capacity Load Obligation used to establish their share of the CTR fund.  

 

(a)  Import Constraints. The allocation of the CTR fund associated with newly defined import-

constrained Capacity Zones restricting the transfer of capacity into a single adjacent import-constrained 

Capacity Zone shall be allocated to load serving entities with Capacity Load Obligations in that import-

constrained Capacity Zone.    

 

(b)  Export Constraints. The allocation of the CTR fund associated with newly defined export-

constrained Capacity Zones shall be allocated to load serving entities with Capacity Load Obligations on 

the import-constrained side of the interface.    

 

III.13.7.3.3.4.   Specifically Allocated CTRs Associated with Transmission Upgrades.  

(a)  A Market Participant that pays for transmission upgrades not funded through the Pool PTF Rate 

and which increase transfer capability across existing or potential Capacity Zone interfaces may request a 

specifically allocated CTR in an amount equal to the number of CTRs supported by that increase in 

transfer capability.  

 

(b)  The allocation of additional CTRs created through generator interconnections completed after 

February 1, 2009 shall be made in accordance with the provisions of the ISO generator interconnection or 
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planning standards. In the event the ISO interconnection or planning standards do not address this issue, 

the CTRs created shall be allocated in the same manner as described in Section III.13.7.3.3.2.    

(c)  Specifically allocated CTRs shall expire when the Market Participant ceases to pay to support the 

transmission upgrades.   

 

(d)  CTRs resulting from transmission upgrades funded through the Pool PTF Rate shall not be 

specifically allocated but shall be allocated in the same manner as described in Section III.13.7.3.3.2.  

 

III.13.7.3.3.5.   [Reserved.]  

 

III.13.7.3.3.6.   Specifically Allocated CTRs for Pool Planned Units.  

In import-constrained Capacity Zones, in recognition of longstanding life of unit contracts, the municipal 

utility entitlement holder of a resource constructed as Pool-Planned Units shall receive an initial 

allocation of CTRs equal to the applicable seasonal claimed capability of the ownership entitlements in 

such unit.  Municipal utility entitlements are set as shown in the table below and are not transferrable.    
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Millstone 

3  

 

Seabrook  Stonybrook 

GT 1A  

Stonybrook 

GT 1B  

Stonybrook 

GT 1C  

Stonybrook 

2A  

Stonybrook 

2B  

 

Wyman 

4 

Summer  Winter  

(MW) (MW)  

Nominal 

Summer 

(MW)  1155.001  1244.275  104.000  100.000  104.000  67.400  65.300  586.725  

  

Nominal 

Winter 

(MW)  1155.481  1244.275  119.000  116.000  119.000  87.400  85.300  608.575  

  

           

Danvers  0.2627%  1.1124%  8.4569%  8.4569%  8.4569%  11.5551%  11.5551%  0.0000%  58.26  63.73  

Georgetown  0.0208%  0.0956%  0.7356%  0.7356%  0.7356%  1.0144%  1.0144%  0.0000%  5.04  5.55  

Ipswich  0.0608%  0.1066%  0.2934%  0.2934%  0.2934%  0.0000%  0.0000%  0.0000%  2.93  2.37  

Marblehead  0.1544%  0.1351%  2.6840%  2.6840%  2.6840%  1.5980%  1.5980%  0.2793%  15.49  15.64  

Middleton  0.0440%  0.3282%  0.8776%  0.8776%  0.8776%  1.8916%  1.8916%  0.1012%  10.40  11.07  

Peabody  0.2969%  1.1300%  13.0520%  13.0520%  13.0520%  0.0000%  0.0000%  0.0000%  57.69  60.26  

Reading  0.4041%  0.6351%  14.4530%  14.4530%  14.4530%  19.5163%  19.5163%  0.0000%  82.98  92.77  

Wakefield  0.2055%  0.3870%  3.9929%  3.9929%  3.9929%  6.3791%  6.3791%  0.4398%  30.53  32.64  
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This allocation of CTRs shall expire on December 31, 2040. If a resource listed in the table above retires 

prior to December 31, 2040, however, its allocation of CTRs shall expire upon retirement.  In the event 

that the NEMA zone either becomes or is forecast to become a separate zone for Forward Capacity 

Auction purposes, National Grid agrees to discuss with Massachusetts Municipal Wholesale Electric 

Company (“MMWEC”) and Wellesley Municipal Light Plant, Reading Municipal Light Plant and 

Concord Municipal Light Plant ("WRC") any proposal by National Grid to develop cost effective 

transmission improvements that would mitigate or alleviate the import constraints and to work 

cooperatively and in good faith with MMWEC and WRC regarding any such proposal.  MMWEC and 

WRC agree to  support any proposals advanced by National Grid in the regional system planning process 

to construct any such transmission improvements, provided that MMWEC and WRC determine that the 

proposed improvements are cost effective (without regard to CTRs) and will mitigate or alleviate the 

import constraints.  

 

III.13.7.3.4.   Forward Capacity Market Net Charge Amount.  

The Forward Capacity Market net charge amount for each Market Participant as of the end of the 

Obligation Month shall be equal to the sum of: (a) its Capacity Load Obligation charge; (b) its revenues 

from any applicable specifically allocated CTRs; (c) its share of the CTR fund; and (d) any applicable 

export charges. 

 



 

III.14    Regulation Market. 

III.14.1   Regulation Market System Requirements. 

The Regulation Capacity Requirement and Regulation Service Requirement are determined based on 

historical control performance and compliance with NERC and NPCC control standards.  The Regulation 

Capacity Requirement and Regulation Service Requirement will be published on the ISO’s website.  

 

During abnormal system conditions, the ISO may deviate from the Regulation Capacity Requirement or 

Regulation Service Requirement to maintain system reliability. 

 

III.14.2   Regulation Market Eligibility. 

To be eligible to provide Regulation, a Resource must satisfy the following conditions:  

(a) Physical Parameters. 

(i) Automatic Response Rate. 

  (1) The minimum Automatic Response Rate is 1 MW/minute. 

(ii) Regulation Capacity. 

(1) The minimum Regulation Capacity of a generating unit will be determined based 

on unit size and operating characteristics and must be greater than or equal to: (a) 10 5 

megawatts, and; (b) two times the generating unit’s AGC SetPoint Deadband plus one.   

(2) The minimum Regulation Capacity of a Resource that is not a generating unit is 

no less than one megawatt after aggregation.  

 

(b) Regulation Technical Requirements. 

A Resource providing Regulation must: 

(i) be located within the New England Control Area. 

 

(ii) meet the technical requirements specified in ISO New England Operating Procedure No. 

14, Technical Requirements for Generators, Demand Resources and Asset Related Demands and 

ISO New England Operating Procedure No. 18, Metering and Telemetering Criteria. 

 

(iii) be capable of receiving and following AGC SetPoints sent electronically at four-second 

intervals. 

 

(iv) have a demonstrated capability to reliably follow Dispatch Instructions, consistent with 

normal operating characteristics and physical offer parameters, including Regulation Capacity 

 



 

and Automatic Response Rate.  Resources without an operational history of providing Regulation 

must establish and demonstrate this capability as follows: 

(1) Demand Response Regulation Resources, Dispatchable Asset Related Demand, 

Alternative Technology Regulation Resources and any Resource with less than one-hour 

sustainability must participate in the Regulation test environment specified in Section 

III.14.9. 

(2) All Resources must satisfy a minimum responsiveness test that demonstrates that 

a Resource can follow AGC SetPoints. 

 

(c) Aggregation. 

Non-generation sub-resources less than one megawatt in size may be aggregated into a single Resource to 

meet the Regulation Market eligibility requirements specified in Section III.14.2.   

 

A single AGC SetPoint will be sent every AGC cycle to the aggregated Resource.  A Market Participant 

with an aggregated Resource is responsible for management and control of the individual, aggregated 

sub-resources to ensure an accurate aggregate response to the AGC SetPoint.  The sub-resources may be 

geographically dispersed, provided: 

(i) all of the sub-resources are located within the New England Control Area 

 

(ii) the sub-resources are metered and recorded in a manner that allows real-time 

performance to be measured against Dispatch Instructions and provides for the retention of the 

recorded information for purposes of verification, accounting for any performance offsets from 

other loads, generation or devices under the direct or indirect control of the aggregator as 

specified in ISO New England Operating Procedure No. 18, Metering and Telemetering Criteria. 

 

(iii) communications and metering are installed and tested for each sub-resource in 

accordance with ISO New England Operating Procedure No, 18, Metering and Telemetering 

Criteria and ISO New England Operating Procedure No. 14, Technical Requirements for 

Generators, Demand Resources and Asset Related Demands.   

 

 III.14.3   Regulation Market Offers. 

(a)  A Market Participant providing Regulation must submit a Supply Offer.  The Supply Offer shall 

remain effective until cancelled or replaced by the Market Participant.  The Supply Offer must specify the 

following offer parameters:  

 



 

(i) Regulation unit status (available/unavailable) 

Regulation unit status for each hour in an Operating Day must be submitted daily prior to the 

close of the Re-Offer Period.  After initial submission, unit status may be modified at any time. 

 

(ii) Regulation High Limit 

For generating units, the Regulation High Limit must be less than or equal to a generating unit’s 

Economic Maximum Limit.  For Dispatchable Asset Related Demand, the Regulation High Limit 

must be greater than or equal to a Dispatchable Asset Related Demand’s Minimum Consumption 

Limit.   

 

(iii) Regulation Low Limit 

For generating units, the Regulation Low Limit must be greater than or equal to a generating 

unit’s Economic Minimum Limit.  For Dispatchable Asset Related Demand, the Regulation Low 

Limit must be less than or equal to a Dispatchable Asset Related Demand’s Maximum 

Consumption Limit.   

 

(iv) Automatic Response Rate (MW/minute) 

 

(v) Regulation Capacity Offer ($/MW) 

The Regulation Capacity Offer price must be greater than or equal to $0/MW and may not exceed 

$100/MW.  A Market Participant may include estimated inter-temporal opportunity costs in its 

Regulation Capacity Offer price. 

 

(vi) Regulation Service Offer ($/MW of instructed movement) 

The Regulation Service Offer price must be greater than or equal to $0/MW of instructed 

movement and may not exceed $10/MW of instructed movement. 

 

(b) Additional Constraints on Offer Parameters.   

(i) Regulation offer parameters that exceed recent historical performance for Regulation 

Capacity or Automatic Response Rate will be constrained to reflect values consistent with the 

demonstrated performance of the Resource.  The Resource of a Market Participant that submits 

offer parameters inconsistent with demonstrated performance will be disqualified from selection 

to provide Regulation until the submitted parameters are modified to be consistent with 

demonstrated performance.  

 



 

 

(ii)  A Resource that is dispatchable in the Real-Time Energy Market and providing 

Regulation shall have its energy dispatch range reduced by twice the amount of the Regulation 

provided as follows:  the upper limit of the Resource’s energy dispatch range will be reduced by 

the amount of Regulation Capacity, and the lower limit of the Resource’s energy dispatch range 

will be increased by the amount of Regulation Capacity.   

 

(c)  Sustainability.  

Regulation Capacity offers for Resources with less than one-hour sustainability will be evaluated in the 

selection process using a capacity value adjusted to reflect historical performance when dispatched at the 

non-adjusted value.  The adjusted value will account for the Resource’s demonstrated ability to follow the 

AGC dispatch signal over an hour at the offered Regulation Capacity level.  The percentage adjustment 

will be reevaluated periodically to account for changes in the performance of the Resource.  Resources 

with no historical performance record will be evaluated pursuant to the regulation resource test 

environment specified in Section III.14.9.   

 

Adjusted Regulation Capacity will be used for the purpose of selecting Resources to meet the Regulation 

Capacity Requirement and for determining Regulation Capacity compensation.     

 

Resources will be dispatched for Regulation in accordance with the unadjusted Regulation Capacity offer 

parameters.     

 

For a storage-based resource, sustainability is measured based on full rate of charge/discharge starting 

from a half-full status.   

 

III.14.4    Regulation Market Administration. 

A Market Participant may modify Regulation offer parameters at any time, however the offer parameters 

in place at the start of a settlement interval will remain in effect through the end of the settlement interval.  

The offered parameters will remain in effect until modified by the Market Participant.  The most recent 

offer parameters will be used each timewhen new Resources are selected and until a new selection 

process is completedfor a new settlement interval.   

 

III.14.5   Regulation Market Resource Selection. 

 



 

Resources are selected to provide Regulation from eligible and available Resources to meet the 

Regulation Capacity Requirement and Regulation Service Requirement at the least-cost based on 

Regulation Capacity Offers, Regulation Service Offers, estimated energy opportunity costs, impacts on 

system production costs, and operational requirements related to reliability, including a minimum 

aggregated response rate and minimizing short-term changes in the assignment of Resources to provide 

Regulation.  For the purposes of least-cost Resource selection, the following penalty factors are used for 

any violation of the Regulation requirements constraint: 

(1)(a) when the Energy Component of the Real-Time Locational Marginal Price at the reference point is 

at least $100/MW the penalty factor is $100/MW plus the Energy Component of the Real-Time 

Locational Marginal Price at the reference point for each megawatt of Regulation Capacity shortfall, and:  

(b)    when the Energy Component of the Real-Time Locational Marginal Price at the reference point is 

less than $100/MW the penalty factor is the maximum of either zero or $100 plus the Energy Component 

of the Real-Time Locational Marginal Price at the reference point for each megawatt of Regulation 

Capacity shortfall and: 

(2) $10/MW for each megawatt of Regulation Service shortfall.  In addition, selection will consider 

opportunity cost sensitivities associated with large changes in the estimated opportunity cost of a 

Resource due to the shape of the Resource’s Supply Offer price curve.   

 

An eligible Resource may be omitted from providing Regulation due to operational restrictions, 

including, but not limited to, binding transmission constraints, planned shutdown prior to the end of the 

settlement interval, or known or anticipated system operating conditions.   

 

The ISO may deviate from the market-based Resource selections to maintain system reliability.  

  

If one or more Resources providing Regulation become unavailable, a new selection process may be 

conducted to obtain the Resources needed to fulfill the Regulation Capacity Requirement and the 

Regulation Service Requirement and new clearing prices determined pursuant to Section III.14.8(a). 

 

In the event one or more Resources have equivalent least-cost characteristics in the selection process, the 

Resource with the larger Regulation Capacity value will be selected or, if the Regulation Capacity value 

is also equal, the Resource with the earliest Supply Offer submission time will be selected. 

 

III.14.6   Delivery of Regulation Market Products. 

 



 

Resources selected for Regulation are dispatched to reduce the New England Control Area’s area control 

error as needed to ensure reliability and compliance with NERC and NPCC control standards. 

 

Resources that are generating units are dispatched based on relative response rates using multi-valued 

AGC SetPoints with AGC SetPoint Deadbands.  Resources that are not generating units are may be 

dispatched using one of the following methods: 

(a)  an energy-neutral a trinary dispatch that calculates AGC SetPoints equal to one of the following 
three values: Regulation High Limit, Regulation Low Limit, and a midpoint between the 
Regulation High Limit and the Regulation Low Limit.  ; 

(b) a relative response rate dispatch using multi-valued AGC SetPoints with AGC SetPoint 
Deadbands, or; 

(c) an energy-neutral relative response rate dispatch using multi-valued AGC SetPoints with AGC 
SetPoint Deadbands. 

A Market Participant may change the dispatch method for a non-generating unit.  Dispatch methodology 

may be changed to be effective at the start of every calendar quarter.  Requests to change the dispatch 

method of a non-generating resource must be received no later than 30 Business Days before the 

requested effective date of the change. Dispatch will be coordinated with the objective of achieving 

consistent and non-discriminatory treatment of Resources providing similar offer parameters.  

 

AGC SetPoints will be established to cost-effectively meet reliability criteria based on the current area 

control error, the Automatic Response Rate and offer parameters of the selected Resources, as well as the 

current and predicted state of the system. 

 

III.14.7   Performance Monitoring. 

The performance of a Resource providing Regulation will be monitored in Real-Time.  For each 

settlement interval, a Resource is considered to be non-performing if, after a grace period, the Resource is 

not responding to AGC SetPoints at a rate at least equal to a percentage of its Automatic Response Rate 

or outside a tolerance band around the AGC SetPoint that is equal to a percentage of the Regulation 

Capacity of the Resource.  The grace period will be between two and four minutes.  The percentage of the 

Automatic Response Rate will be between 80 and 95 percent.  The percentage of the Regulation Capacity 

of the Resource will be between 5 and 15 percent.  The specific values will be published on the ISO’s 

website.   

 

 



 

A Resource that changes its direction of movement in a manner inconsistent with the AGC SetPoint is 

considered non-performing for the remainder of the settlement interval.  

 

Compensation adjustments for non-performing Resources are addressed in Section III.14.8(b)(iv).  

 

III.14.8  Regulation Market Settlement and Compensation.  

 

(a) Calculation of Regulation Clearing Prices. 

 

(i) Regulation Service clearing prices. 

The Regulation Service clearing price is set equal to the highest Regulation Service Offer of the 

Resources selected to provide Regulation pursuant to Section III.14.5.  

 

(ii) Regulation Capacity clearing prices.  

The Regulation Capacity clearing price is set such that total compensation from the Regulation 

Service clearing price and the Regulation Capacity clearing price will, based on a uniform 

clearing price applied to all selected Resources, ensure recovery of as-bid costs for Regulation 

Capacity, estimated Regulation Service, estimated energy opportunity costs, and the Resource-

specific incremental cost savings payment determined for each Resource for the planned duration 

of the settlement interval.   

 

The incremental cost savings provided by each Resource is assessed by determining the least-cost 

selection of Resources as specified in Section III.14.5 both with and without the particular 

Resource.  The incremental cost savings for the settlement interval is the estimated total cost of 

Regulation without the Resource minus the estimated total cost of Regulation with the Resource, 

including the application of penalty factors to any violation of the Regulation requirements 

constraint. 

 

(b) Compensation to Regulation Providers. 

 

(i) A Market Participant with a Resource that is selected to provide Regulation and that 

complies with the dispatch and performance requirements in Section III.14 shall receive: 

(1) A capacity payment equal to the amount of Regulation Capacity selected times 

the Regulation Capacity clearing price.  

 



 

 

(2) A service payment equal to the amount of service provided, while the Resource is 

considered to be performing as specified in Section III.14.7, as measured by the absolute 

value of the Resource’s scheduled movement at the claimed rate of response without 

delay, in megawatts, toward the AGC SetPoint in response to AGC dispatch signals times 

the Regulation Service clearing price.  

 

(ii) Calculation of Actual Energy Opportunity Costs. 

A Resource-specific Regulation energy opportunity cost payment for those Resources 

dispatchable in the Real-Time Energy Market is determined for each settlement interval that the 

Resource is selected to provide Regulation.  The Regulation energy opportunity cost payment 

shall be equal to the product of (i) the absolute value of the deviation of the Resource’s dispatch 

level necessary to follow the ISO’s Regulation signals from the Resource’s expected dispatch 

level if it had been dispatched in economic merit order and (ii) the absolute value of the 

difference between the Real-Time Price at the Node associated with the Resource and the 

megawatt weighted average Supply Offer or Demand Bid price for the energy associated with the 

deviation of the Resource’s expected dispatch level if it had been dispatched in economic merit 

order.  The Regulation energy opportunity cost for a Resource that is dispatched pursuant to 

Section III.1.10.9(e) shall be equal to zero for the settlement interval. Regulation energy 

opportunity costs are only incurred when a Resource is providing Regulation. 

 

(iii) Make-Whole Payment 

If revenues from the Regulation Capacity clearing price and the Regulation Service clearing price 

are insufficient to cover a Market Participant’s as-bid costs for the actual Regulation Capacity and 

the amount of Regulation Service provided during a settlement interval plus actual energy 

opportunity costs as calculated in Section III.14.8(b)(ii), a make-whole payment will be provided 

for the period that the Resource is considered to be performing as specified in Section III.14.7. 

 

(iv) Performance Adjustments.  

A selected Resource’s capacity payment will be reduced in proportion to the percentage of four-

second AGC cycles during which the Resource was not performingto reflect the proportion of 

time the Resource was determined to be non-performing pursuant to Section III.14.7.   

 

(v) Compensation for Replacement Resources 

 



 

If system conditions require the ISO to designate additional Resources in order to satisfy 

Regulation requirements for the remainder of a settlement interval without completing the 

selection process described in Section III.14.5, compensation for replacement Resources will be 

made according to the Resource’s actual performance using the Regulation Capacity clearing 

price, the Regulation Service clearing price, and any make-whole payments as specified in 

Section III.14.8(b)(iii).    

 

(c) Regulation Charges. 

Each Market Participant shall have a Regulation charge equal to its pro rata share of the Regulation 

Capacity Requirement and Regulation Service Requirement for the settlement period based on the Market 

Participant’s total Real-Time Load Obligation.  The total cost of providing Regulation for each settlement 

period is charged to Market Participants based on their pro rata share of Real-Time Load Obligation 

during the period.  For the purposes of allocating Regulation charges, the Real-Time Load Obligation of a 

Dispatchable Asset Related Demand providing Regulation shall be limited to the Minimum Consumption 

Limit of the Resource.  

 

(d) Net Energy Settlement for Alternative Technology Regulation Resources. 

During the asset registration process, a Market Participant with an Alternative Technology Regulation 

Resource must determine, in conjunction with any interconnecting Transmission Owner, if the 

interconnection and metering arrangements for the resource will result in the resource’s net energy 

requirements (energy consumption for the energy settlement interval less energy injections for the energy 

settlement interval) being separately reported to the ISO as Real-Time Load Obligation or will be 

included in the Real-Time Load Obligation of a separate LSE.  If the Alternative Technology Regulation 

Resource has separately metered and reported Real-Time Load Obligation, the Market Participant with 

the resource will pay for the net energy consumed at the Real-Time Price at the resource’s Node.  A 

Market Participant with an Alternative Technology Regulation Resource that is interconnected and 

metered at a single location may register the resource as a combination of the following asset types for the 

purpose of regulation energy market settlement:  

  1) an Alternative Technology Regulation Resource for the settlement of regulation capacity and 

regulation service;  

 2) a Settlement-Only Generator,  if not greater than or equal to 5 MW, or otherwise a non-

dispatchable, non-regulation capable Generator Asset for settlement of net energy injections that result 

from following AGC dispatch instructions;   

 3) an Asset Related Demand for settlement of net energy consumption; and  

 



 

 4) a load asset for settlement of net energy consumption for which the Real-Time Load 

Obligation is separately reported to the ISO. 

 

 

 

III.14.9  Regulation Market Testing Environment.  

The ISO administers a regulation resource test environment that allows Market Participants to evaluate or 

demonstrate the performance of Resources without an operational history of providing Regulation prior to 

participation in the Regulation Market.  

 

Resources providing Regulation under the regulation resource test environment will be compensated for 

the Regulation Capacity and Regulation Service provided in response to AGC SetPoints at the lowest of 

the Regulation Capacity Offer prices and Regulation Service Offer prices offered for any Resource 

selected during each settlement interval. Resources that are also dispatchable in the Real-Time Energy 

Market will be compensated for Regulation energy opportunity costs incurred while operating under the 

regulation resource test environment.   

 

Resources performing a minimal responsiveness test will not be compensated for Regulation. 

 

A Resource may only provide Regulation under the regulation test environment until sufficient 

operational information has been collected to verify reasonable operating parameters for the Resource or 

to determine that the Resource does not meet the eligibility requirements necessary to participate in the 

Regulation Market. 
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NCPC ACCOUNTING 

 

III.F.1.  General.  

For purposes of NCPC calculations: 

a. Effective Offers. An Effective Offer for a Resource is (1) the Supply Offer used in making the 

decision to commit the Resource, and (2) the Supply Offer used in making the decision to dispatch 

the Resource at a Desired Dispatch Point above its Economic Minimum Limit, and is subject to the 

following conditions, 

i. The Effective Offer used in making the decision to commit the Resource establishes the 

quantity and price pairs for output up to the Resource’s Economic Minimum Limit, the Start-

Up Fee, the No-Load Fee, and the operating limits used for NCPC calculations. 

ii. In the event the Resource’s Economic Minimum Limit is increased after the decision to 

commit the Resource, the energy price parameter for output at the Economic Minimum Limit 

used in making the decision to commit the Resource will be applied as the energy price 

parameter for additional output up to the increased Economic Minimum Limit. 

iii. In the event a Minimum Generation Emergency is declared, the Economic Minimum Limit 

will be replaced with the Emergency Minimum Limit for purposes of determining the energy 

price parameter of the Effective Offer. 

iv. The Effective Offer takes account of mitigation applied to the Supply Offer, whether 

performed prior to or after the commitment or dispatch decision is made. 

v. The Effective Offer takes account of a reduction in the energy price parameter, the Start-Up 

Fee or the No-Load Fee that is made prior to the end of the Resource’s Commitment Period. 

vi. In the event the ISO approves the Resource’s synchronization to the system as a Pool-

Scheduled Resource earlier than its scheduled time, the Effective Offer takes account of the 

lesser of the energy price parameter, the Start-Up Fee and the No-Load Fee in place for the 

scheduled Commitment Period or the actual early release-for-dispatch time. 

vii. A Resource that is online providing synchronous condensing is considered to be in a hot 

temperature state for the purpose of determining the Start-Up Fee for the Effective Offer 

when the Resource is requested to switch from synchronous condensing to provide energy. 

 

b. Treatment of Self-Schedules.  
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i. In the Day-Ahead Energy Market, a Resource that is committed as a Self-Schedule is treated as 

having a Supply Offer with a Start-Up Fee equal to $0, a No-Load Fee equal to $0, and an 

energy price parameter for output up to the Resource’s Economic Minimum Limit equal to 

the Energy Offer Floor.  Any amounts (MW) offered above the Economic Minimum Limit 

are evaluated based on the energy price parameters specified in the Supply Offer. 

ii. In the Real-Time Energy Market, a Resource that is committed as a Self-Schedule is treated as 

having a Supply Offer with a Start-Up Fee equal to $0, a No-Load Fee equal to $0, and an 

energy price parameter for output up to the Resource’s Economic Minimum Limit equal to 

$0/MWh.  Any amounts (MW) offered above the Economic Minimum Limit are evaluated 

based on the energy price parameters specified in the Supply Offer.  For any hour for which a 

Resource is dispatched pursuant to Section III.1.10.9(e), the Start-Up Fee and No-Lead Fee 

are equal to $0.  

iii. If the Resource’s Supply Offer contains a Self-Schedule for fewer contiguous hours than its 

Minimum Run Time, the minimum number of additional hours required to satisfy the 

Resource’s Minimum Run Time will be treated as a Self-Schedule in the Day-Ahead Energy 

Market and Real-Time Energy Market.  If the Resource is committed for one or more hours 

immediately prior to and contiguous with the Self-Schedule, the hours of that prior 

Commitment Period will be counted toward satisfying the Resource’s Minimum Run Time 

before hours subsequent to the Self-Schedule are counted.  If the Resource’s Supply Offer 

contains two Self-Schedules separated by less than the Resource’s Minimum Down Time, the 

hours between the two Self-Schedules will be treated as a Self-Schedule in the Day-Ahead 

Energy Market and Real-Time Energy Market. 

c. [Reserved.] 

d. Supply Offers Applicable When Minimum Run Time Carries Into Second Operating Day.  If a 

Resource that is committed in either (i) the Day-Ahead Energy Market, or (ii) the Resource Adequacy 

Analysis prior to the start of the Operating Day must continue to operate across an Operating Day 

boundary to satisfy its Minimum Run Time, the Supply Offer in place for hour ending 24 of the 

Operating Day is used to establish the Effective Offer for the period of the Minimum Run Time in the 

second Operating Day. If a Resource that is committed during the Operating Day must continue to 

operate across the Operating Day boundary to satisfy its Minimum Run Time, the Supply Offer in 

place for the second Operating Day is used to establish the Effective Offer for the period of the 

Minimum Run Time in the second Operating Day. 
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e. Supply Offers Applicable When Committed Prior to Day-Ahead Energy Market. If a Resource 

is committed for an Operating Day prior to the Day-Ahead Energy Market, the Supply Offer in place 

for the Operating Day at the time of the commitment is used to establish the Effective Offer for the 

period of the commitment. 

f. Eligibility for NCPC Credits When Performing Audits or Facility and Equipment Testing.   

 Market Participants are not eligible for NCPC Credits when conducting audits or Facility and 

Equipment Testing under the following conditions: 

i. When a Market Participant requests that some hours of the commitment of a Pool-Scheduled 

Resource be used to satisfy an audit, and the Market Participant has changed the Resource’s 

Economic Minimum Limit for those hours for the purpose of conducting the audit, the Market 

Participant is not eligible for Real-Time Dispatch NCPC Credits for the hours during which the audit 

is conducted.   

ii. When a Market Participant Self-Schedules a Resource to perform the audit, the Market 

Participant is not eligible for Real-Time Commitment NCPC Credits for the duration of the Self-

Schedule and is not eligible for Real-Time Dispatch NCPC Credits for the hours during which the 

audit is conducted.  

iii. When a Market Participant requests that an audit be performed that requires the ISO to dispatch 

the Resource for the audit without advance notice the Market Participant is not eligible for Real-Time 

Commitment NCPC Credits for the duration of the commitment or Real-Time Dispatch NCPC 

Credits for the hours during which the audit is conducted. 

iv. When an ISO-Initiated Claimed Capability Audit is performed pursuant to III.1.5.1.4, the Market 

Participant is not eligible for Real-Time Commitment NCPC Credits or Real-Time Dispatch NCPC 

Credits for the hours during which the audit is conducted if both of the following are true: 

1. the Resource had a summer or winter Seasonal Claimed Capability equal to 0 MW at the 

beginning of the current Capability Demonstration Year, and 

2. the ISO Initiated Claimed Capability Audit is the first Claimed Capability Audit that the Resource 

performs during that Capability Demonstration Year. 

v. When a Market Participant notifies the ISO that it is conducting Facility and Equipment Testing 

for a Pool-Scheduled Resource, the Economic Minimum Limit in place at the time of the commitment 

decision is used for calculating Real-Time Commitment NCPC Credits and the Market Participant is 
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not eligible for Real-Time Dispatch NCPC Credits for the hours during which the Facility and 

Equipment Testing is conducted. 

vi. When a Market Participant notifies the ISO that it is conducting Facility and Equipment Testing 

for a Resource that Self-Scheduled, the Market Participant is not eligible for Real-Time Commitment 

NCPC Credits for the duration of the commitment and is not eligible for Real-Time Dispatch NCPC 

Credits for the hours during which the Facility and Equipment Testing is conducted. 

The Real-Time NCPC Credit calculation for a Resource performing an audit uses the Start-Up Fee, 

No-Lead Fee and Economic Minimum Limit in the Effective Offer applicable to the Commitment 

Period during which the audit is conducted, and does not take account of any increases to the 

Economic Minimum Limit value that take place in the course of the audit. 

g. Coordinated External Transactions are Not Eligible for NCPC. Notwithstanding anything to the 

contrary in this Appendix F, Market Participants are not eligible to receive NCPC Credits for 

Coordinated External Transactions purchases or sales. 

h. Following Dispatch Instructions.  Generation Resources with an Economic Maximum Limit less 

than or equal to 50 MWs are considered to be following a Dispatch Instruction if the actual output of 

the Resource is not greater than 5 MWs above its Desired Dispatch Point and is not less than 5 MWs 

below its Desired Dispatch Point for each interval in the hour. If the Resource violates this criterion in 

any interval during the hour, the Resource is considered to be not following Dispatch Instructions for 

the entire hour.  

 

 

Section III.F.2. NCPC Credits 

III.F.2.1 Day-Ahead Energy Market NCPC Credits 

 

III.F.2.1.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a 

Resource with a Supply Offer that clears the Day-Ahead Energy Market in an hour are eligible 

for Day-Ahead Energy Market NCPC Credits for the hour. 

 

III.F.2.1.2. Settlement Period.  For purposes of calculating Day-Ahead Energy Market 

NCPC Credits, a settlement period is a period of one or more contiguous hours in an Operating 
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Day for which a Resource has cleared in the Day-Ahead Energy Market. A new settlement period 

will begin any time a Resource’s designation changes to or from a Fast Start Generator and the 

Resource is committed with the changed designation. 

 

III.F.2.1.3. Eligible Quantity.  The eligible quantity of energy for a Resource is the amount 

of energy the Resource clears in the Day-Ahead Energy Market for each hour of the settlement 

period. 

 

III.F.2.1.4 Hourly Cost.  The hourly cost for a Resource is equal to the energy price 

parameter for the eligible quantity, the Start-Up Fee and the No-Load Fee as reflected in the 

Effective Offer for each hour of the settlement period, subject to the following conditions.  

 

III.F.2.1.4.1 The Start-Up Fee is apportioned equally over the hours from the time the 

Resource is scheduled to begin its commitment through the end of the Commitment Period during 

which the Minimum Run Time is scheduled to expire.   

 

III.F.2.1.4.2 When the period of hours over which the Start-Up Fee is apportioned carries over 

into a subsequent Operating Day, the corresponding settlement period for the beginning of the 

subsequent Operating Day includes the remaining portion of the Start-Up Fee. 

 

III.F.2.1.5 Hourly Revenue.  The hourly revenue for a Resource is equal to the Day-Ahead Price 

for each hour of the settlement period multiplied by the eligible quantity for the Resource. 

  

III.F.2.1.6 Credit Calculation (non-Fast Start Generator).  The Day-Ahead Energy Market 

NCPC Credit for a Resource, other than a Fast Start Generator, is equal to the greater of (i) zero, and; (ii) 

the total hourly cost for the Resource in all hours of the settlement period minus the total hourly revenue 

for the Resource in all hours of the settlement period. 

 

III.F.2.1.7 Credit Calculation (Fast Start Generator).  The Day-Ahead Energy Market NCPC 

Credit for a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, 
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and; (ii) the hourly cost for the Resource in an hour minus the hourly revenue for the Resource in the 

hour. 

III.F.2.2 Real-Time Energy Market NCPC Credits 

Real-Time Energy Market NCPC Credits include a Real-Time Commitment NCPC Credit and a Real-

Time Dispatch NCPC Credit. 

 

III.F.2.2.1 Eligibility for Credit.  All Market Participants with an Ownership Share in a Resource 

with a Supply Offer that has been submitted in the Real-Time Energy Market in an hour are eligible for 

Real-Time Energy Market NCPC Credits for the hour. 

 

III.F.2.2.2 Real-Time Commitment NCPC Credits 

 

III.F.2.2.2.1. Settlement Period.  For purposes of calculating Real-Time Commitment NCPC Credits, 

a settlement period is a period of one or more contiguous hours in an Operating Day during which a 

Resource is online and operating pursuant to one or more commitments in the Day-Ahead Energy Market 

or Real-Time Energy Market. A new settlement period will begin any time a Resource’s designation 

changes to or from a Fast Start Generator and the Resource is committed with the changed designation. In 

the event of an interruption in operation of a Resource, operation will be considered contiguous if the 

Resource returns to operation in accordance with the original commitment issued prior to the interruption. 

 

III.F.2.2.2.2. Eligible Quantity. 

 

III.F.2.2.2.2.1. For determining the hourly costs used in calculating a Real-Time Commitment NCPC 

Credit, the eligible quantity of energy for a Resource is the amount of energy equal to the lesser of the 

Resource’s actual metered output or Economic Dispatch Point for the hour. 

 

III.F.2.2.2.2.2 For determining the hourly revenues used in calculating a Real-Time Commitment NCPC 

Credit, the eligible quantity of energy for a Resource is the lesser of the Resource’s actual metered output 

or Economic Dispatch Point for the hour, except that actual metered output is used as the eligible quantity 

(i) when the Resource is not eligible for a Real-Time Dispatch NCPC Credit and the Real-Time Price is 
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not below zero for the hour, (ii) when the Resource is ramping from an offline state to be released for 

dispatch and (iii) after the Resource has been released for shutdown. 

 

III.F.2.2.2.3. Hourly Cost.  The hourly cost for a Resource is equal to the energy price parameter for 

the eligible quantity as reflected in the Effective Offer, and the Start-Up Fee and No-Load Fee as reflected 

in the Effective Offer, for each hour of the settlement period, subject to the following conditions.  

 

III.F.2.2.2.3.1 The energy cost for an hour excludes the cost of energy produced when the Resource is 

ramping from an offline state to be released for dispatch and energy produced after the Resource has been 

released for shutdown. 

 

III.F.2.2.2.3.2 The Start-Up Fee is apportioned equally over the hours from the time the Resource is 

released for dispatch through the end of the Commitment Period during which the Minimum Run Time is 

scheduled to expire, subject to the following conditions:  

(a) The Start-Up Fee is reduced in proportion to the number of minutes after 30 the Resource is 

released for dispatch, as measured from the time the Resource was scheduled to be released 

for dispatch, divided by the time from when the Resource was scheduled to be released for 

dispatch through the end of the Commitment Period during which the Minimum Run Time 

was scheduled to expire. 

(b) The Start-Up Fee is excluded from the hourly costs calculation if the Resource is 

synchronized to the system prior to its scheduled synchronization time without the ISO’s 

approval of the Resource’s synchronization as a Pool-Scheduled Resource. 

(c) The portion of the Start-Up Fee apportioned to any hour during which the Resource is not 

online because the Resource has tripped is excluded from the hourly cost calculation, except 

in the event the Resource is not online due to a trip that results from equipment failure 

involving equipment located on the electric network beyond the low voltage terminals of the 

Resource’s step-up transformer.  It is the responsibility of the Lead Market Participant for the 

Resource to inform the ISO at xtrip@iso-ne.com within 30 days that the trip was the result of 

such a transmission-related event.  

(d) The Start-Up Fee is not reduced when the Resource has shutdown with the ISO’s approval 

prior to the end of its Commitment Period. 
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(e) The additional Start-Up Fee for a Resource requested to re-start following a trip is 

apportioned equally over the remaining hours of the Commitment Period when the ISO 

requests a Resource to re-start to complete its Commitment Period. 

(f) When the period of hours over which the Start-Up Fee is apportioned carries over into a 

subsequent Operating Day, the corresponding settlement period for the beginning of the 

subsequent Operating Day includes the remaining portion of the Start-Up Fee. 

 

III.F.2.2.2.3.3. The No-Load Fee is applied to each hour during the period when the Resource is online 

following its release for dispatch and prior to its release for shutdown.  The No-Load Fee is pro-rated for 

the hour during which the Resource is released for dispatch, the hour during which the Resource is 

released for shutdown, and any other hour during which the Resource operates for less than 60 minutes. 

 

III.F.2.2.2.4 Hourly Revenue. The hourly revenue for a Resource is equal to the Real-Time Price for 

each hour of the settlement period multiplied by the eligible quantity.  The hourly revenue for an hour is 

increased by the amount by which the hourly revenues in the Real-Time Dispatch NCPC Credit 

calculation in Section III.F.2.2.3.4 exceed the hourly costs in the Real-Time Dispatch NCPC Credit 

calculation in Section III.F.2.2.3.3 for that hour.  The revenues when the Resource is ramping from an 

offline state to be released for dispatch are apportioned equally to the hours of the Minimum Run Time. 

 

III.F.2.2.2.4.1. Revenues for output up to the Resource’s Economic Minimum Limit in a Self-Scheduled 

hour, calculated as the Real-Time Price multiplied by the output, are excluded from the hourly revenue 

for the Real-Time Commitment NCPC Credit calculation. 

 

III.F.2.2.2.5 Credit Calculation (for non-Fast Start Generators).  The Real-Time Commitment 

NCPC Credit for a Resource, other than a Fast Start Generator, is equal to: 

 

(a)  for the portion of each Commitment Period within a settlement period that contain hours of 

the Minimum Run Time, the greater of (i) zero, and; (ii) the total hourly cost for the Resource 

for the period minus the total hourly revenue for the Resource for the period, 

 

plus,  
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(b) for each remaining hour of the settlement period following the completion of the Minimum 

Run Time, the greater of ((i) zero, and; (ii) the maximum potential net revenues for the 

Resource in the period) minus the actual net revenues for the Resource in the period, where 

(i) The maximum potential net revenue is the maximum accumulated net 

hourly revenue for operating and then shutting down during the 

period. 

(ii) The actual net revenue is the accumulated net hourly revenue over the 

period. 

(iii) The net hourly revenue is the hourly revenues minus hourly costs in each 

hour of the period. 

 

III.F.2.2.2.6. Credit Calculation (for Fast Start Generators).  The Real-Time Commitment NCPC 

Credit for a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, 

and; (ii) the hourly cost for the Resource in an hour minus the hourly revenue for the Resource in the 

hour. 

III.F.2.2.3. Real-Time Dispatch NCPC Credits 

 

III.F.2.2.3.1 Settlement Period.  For purposes of calculating Real-Time Dispatch NCPC Credits, a 

settlement period is an hour when the Desired Dispatch Point and the actual metered output for a 

Resource are each greater than its Economic Dispatch Point, excluding any period of time when the 

Resource is ramping from an offline state to be released for dispatch and after the Resource has been 

released for shutdown. 

 

III.F.2.2.3.2. Eligible Quantity.   

 

III.F.2.2.3.2.1. For determining the hourly costs used in calculating a Real-Time Dispatch NCPC Credit, 

the eligible quantity of energy for a Resource is the Resource’s Economic Dispatch Point for the hour 

subtracted from the lesser of the Resource’s actual metered output or Desired Dispatch Point for the hour. 
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III.F.2.2.3.2.2. For determining the hourly revenues used in calculating a Real-Time Dispatch NCPC 

Credit, the eligible quantity of energy for a Resource is the Resource’s actual metered output for the hour 

minus the Resource’s Economic Dispatch Point for the hour, except that the Resource’s Economic 

Dispatch Point for the hour subtracted from the lesser of the Resource’s actual metered output or Desired 

Dispatch Point for the hour is used as the eligible quantity when the Real-Time Price is below zero for the 

hour. 

 

III.F.2.2.3.3 Hourly Cost.  The hourly cost for a Resource is equal to the energy price parameter for 

the eligible quantity as reflected in the Effective Offer and does not include the Start-Up Fee or the No-

Load Fee. 

 

III.F.2.2.3.4 Hourly Revenue.  The hourly revenue for a Resource is equal to the Real-Time Price for 

the hour multiplied by the eligible quantity, plus the portion of regulation opportunity costs attributed to 

operation in response to Regulation AGC dispatch signals at a level above the Resource’s expected 

economic dispatch level, as specified in Section III.3.2.2.(i).14.8(b)(ii). 

 

III.F.2.2.3.5. Credit Calculation.  The Real-Time Dispatch NCPC Credit for a Resource in an hour is 

equal to the greater of (i) zero and (ii) the hourly cost minus the hourly revenue for the Resource. 

 

III.F.2.3. Special Case NCPC Credit Calculations 

 

III.F.2.3.1. Day-Ahead External Transaction Import and Increment Offer NCPC  

Credits 

 

III.F.2.3.1.1. Eligibility for Credit.  All Market Participants with pool-scheduled External Transaction 

imports or Increment Offers at an External Node are eligible for Day-Ahead External Transaction Import 

and Increment Offer NCPC Credits, with the exception of External Transactions that are conditioned 

upon Congestion Costs not exceeding a specified level.   
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III.F.2.3.1.2. Hourly Offer.  The Day-Ahead offer for a pool-scheduled External Transaction import 

or Increment Offer at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the offer price.  

 

III.F.2.3.1.3. Hourly Revenue.  The Day-Ahead revenue for a pool-scheduled External Transaction 

import or Increment Offer at an External Node for an hour is equal to the cleared Day-Ahead transaction 

amount (MW) for the hour multiplied by the Day-Ahead Price.  

 

III.F.2.3.1.4. Credit Calculation.  A Day-Ahead External Transaction Import and Increment Offer 

NCPC Credit for an External Transaction import or Increment Offer, for an hour, is equal to any portion 

of the Day-Ahead offer in excess of the Day-Ahead revenue for the hour; provided, however, that if a 

Market Participant has a pool-scheduled External Transaction import or Increment Offer for a given 

External Node and hour and the Market Participant or its Affiliate also has an External Transaction export 

or Decrement Bid for the same External Node and hour, the Day-Ahead External Transaction Import and 

Increment Offer NCPC Credit for the hour is calculated only for any amount (MW) of the External 

Transaction import or Increment Offer at the External Node for the hour that is not offset by the amount 

(MW) of the External Transaction export or Decrement Bid at the External Node for the hour.  If multiple 

External Transaction imports or Increment Offers at an External Node are eligible for a Day-Ahead 

External Transaction Import and Increment Offer NCPC Credit, then for purposes of the offsetting 

determination in the prior sentence External Transaction imports and Increment Offers will be offset in 

order from the highest to the lowest-priced transactions or offers.   

 

III.F.2.3.2. Day-Ahead External Transaction Export and Decrement Bid NCPC Credits 

 

III.F.2.3.2.1. Eligibility for Credit.  All Market Participants with pool-scheduled External Transaction 

exports or Decrement Bids at an External Node are eligible for Day-Ahead External Transaction Export 

and Decrement Bid NCPC Credits, with the exception of External Transactions that are conditioned upon 

Congestion Costs not exceeding a specified level. 

 

III.F.2.3.2.2. Hourly Bid.  The Day-Ahead bid for a pool-scheduled External Transaction export or 

Decrement Bid at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the bid price.  
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III.F.2.3.2.3. Hourly Cost.  The Day-Ahead cost for a pool-scheduled External Transaction export or 

Decrement Bid at an External Node for an hour is equal to the cleared Day-Ahead transaction amount 

(MW) for the hour multiplied by the Day-Ahead Price at the External Node.  

 

III.F.2.3.2.4. Credit Calculation.  A Day-Ahead External Transaction Export and Decrement Bid 

NCPC Credit for an External Transaction export or Decrement Bid, for an hour, is equal to any portion of 

the Day-Ahead hourly cost in excess of its Day-Ahead hourly bid for the hour; provided, however, that if 

a Market Participant has a pool-scheduled External Transaction export or Decrement Bid for a given 

External Node and hour and the Market Participant or its Affiliate also has an External Transaction import 

or Increment Offer for the same External Node and hour, the Day-Ahead External Transaction Export and 

Decrement Bid NCPC Credit for the hour is calculated only for any amount (MW) of the External 

Transaction export or Decrement Bid at the External Node for the hour that is not offset by the amount 

(MW) of the total cleared External Transaction import or Increment Offer at the External Node for the 

hour.  If multiple External Transaction exports or Decrement Bids at an External Node are eligible for a 

Day-Ahead External Transaction Export and Decrement Bid NCPC Credit, then for purposes of the 

offsetting determination in the prior sentence External Transaction exports and Decrement Bids will be 

offset in order from the lowest to the highest-priced transactions or bids. 

 

III.F.2.3.3. Real-Time External Transaction NCPC Credits (Import and Export) 

 

III.F.2.3.3.1. Eligibility for Credit.  All Market Participants that submit pool-scheduled External 

Transactions (import or export) are eligible for Real-Time External Transaction NCPC Credits, with the 

exception of External Transactions to wheel energy through the New England Control Area. 

 

III.F.2.3.3.2. Eligible Quantity. 

 

(a) For each hour, the eligible quantity of energy for an External Transaction in the Real-Time 

Energy Market that either (i) did not clear in the Day-Ahead Energy Market, or (ii) cleared in the 

Day-Ahead Energy Market and the price was subsequently revised in the Re-Offer Period, is the 

External Transaction amount (MW) pool-scheduled in the Real-Time Energy Market. 
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(b) For each hour, the eligible quantity of energy for an External Transaction in the Real-Time 

Energy Market that cleared in the Day-Ahead Energy Market and the price was not subsequently 

revised in the Re-Offer Period, is the Real-Time scheduled transaction amount in excess of the 

cleared Day-Ahead scheduled transaction amount. 

 

III.F.2.3.3.3. Hourly Offer. The hourly offer for a pool-scheduled External Transaction import for an 

hour is equal to the eligible quantity multiplied by the offer price for the hour. 

 

III.F.2.3.3.4. Hourly Revenue. The hourly revenue for a pool-scheduled External Transaction import 

for an hour is equal to the eligible quantity multiplied by the Real-Time Price for the hour. 

 

III.F.2.3.3.5. Hourly Bid. The hourly bid for a pool-scheduled External Transaction export for an hour 

is equal to the eligible quantity multiplied by the bid price for the hour. 

 

III.F.2.3.3.6. Hourly Cost. The Real-Time cost for a pool-scheduled External Transaction export for 

an hour is equal to the eligible quantity multiplied by the Real-Time Price. 

 

III.F.2.3.3.7. Credit Calculation. A Real-Time External Transaction NCPC Credit for an External 

Transaction import for an hour is equal to any portion of the hourly offer in excess of the hourly revenue.  

A Real-Time External Transaction NCPC Credit for an External Transaction export for an hour is equal to 

any portion of the hourly cost in excess of the hourly bid. 

III.F.2.3.4. Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand 

Resources (Pumps Only) Postured for Reliability 

 

III.F.2.3.4.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a 

Dispatchable Asset Related Demand Resource are eligible for real-time posturing NCPC credits for the 

pumping of a Dispatchable Asset Related Demand Resource that has been Postured to increase 

consumption. 
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III.F.2.3.4.2. Eligible Quantity. The eligible quantity for a Resource for each hour is the lesser of the 

Desired Dispatch Point or the Resource’s actual metered consumption. 

 

III.F.2.3.4.3. Hourly Bid. The hourly bid is the greater of, for the eligible quantity of the Resource, the 

Demand Bid for the hour at the time the ISO initiates the Posturing action or the Demand Bid for the hour 

if revised after the Posturing action is initiated.   

 

III.F.2.3.4.4. Hourly Cost. The hourly cost is equal to the eligible quantity multiplied by the Real-

Time Price. 

 

III.F.2.3.4.5. Credit Calculation.  The real-time posturing NCPC credit for an hour for the pumping 

of a Postured Dispatchable Asset Related Demand Resource is equal to any portion of the hourly cost in 

excess of the hourly bid. 

 

III.F.2.3.5. Real-Time Synchronous Condensing NCPC Credits 

 

III.F.2.3.5.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a Resource 

that is dispatched as a Synchronous Condenser are eligible for Real-Time Synchronous Condensing 

NCPC Credits. 

 

III.F.2.3.5.2. Condensing Offer Amount.  The condensing offer amount for a Resource is equal to the 

number of hours that the Resource is dispatched as a Synchronous Condenser in an Operating Day 

multiplied by the hourly price to condense as specified in the Offer Data for the Resource.  For a 

Resource committed from an offline state to provide synchronous condensing, the condensing offer 

amount includes the condensing start-up fee as specified in the Offer Data for the Resource.  In the event 

an hourly price to condense or condensing start-up fee is not included in the Offer Data for the Resource 

for the hours that the Resource is dispatched as a Synchronous Condenser, the value for the parameter 

will be zero. 
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III.F.2.3.5.3. Credit Calculation.  The Real-Time Synchronous Condensing NCPC Credit for a 

Resource for an Operating Day is equal to the condensing offer amount for that Operating Day.   

 

III.F.2.3.6. Cancelled Start NCPC Credits 

 

III.F.2.3.6.1. Eligibility for credit.  All Market Participants with an Ownership Share in a Pool-

Scheduled Resource are eligible for Cancelled Start NCPC Credits if the ISO cancels its commitment of 

the Pool-Schedule Resource before the Resource is synchronized to the New England Transmission 

System, except that a Market Participant is not eligible for a credit under the following conditions: 

 

(a) The start is cancelled before the commencement of the Notification Time;  

(b) The Resource’s Notification Time as reflected in the Effective Offer is equal to or greater than 24 

hours; 

(c) The Resource is synchronized to the New England Transmission System for a Self-Schedule 

within the period of time equal to the lesser of its Minimum Down Time or 10 hours after 

receiving the ISO cancelled start order; or 

(d) The Resource fails to meet its scheduled synchronization time and the ISO cancelled start order is 

issued more than two hours after the Resource’s scheduled synchronization time. 

 

III.F.2.3.6.2. Credit Calculation.  The Cancelled Start NCPC Credit for a Resource is equal to the 

Start-Up Fee reflected in the Effective Offer multiplied by the percentage of the Notification Time, as 

reflected in the Effective Offer, that the Resource completed prior to the ISO cancelled start order, where: 

 

(a) The percentage of Notification Time completed is equal to the number of minutes after the start 

of the Notification Time the Resource was cancelled divided by the Notification Time, and 

cannot exceed 100%. 

 

III.F.2.3.7. Hourly Shortfall NCPC Credits 
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III.F.2.3.7.1. Eligibility for Credit.  All Market Participants with an Ownership Share in a generating 

Resource that is pool-scheduled in the Day-Ahead Energy Market are eligible for Hourly Shortfall NCPC 

Credits for an hour if the ISO cancels its commitment of a non-Fast Start Generator or does not dispatch a 

Fast Start Generator for the hour and the Resource is offline and available for operation, except that a 

Market Participant is not eligible for a credit under the following conditions: 

  

(a) The Resource has been Postured for all or part of the hour; 

(b)  The Resource is a Limited Energy Resource that has been Postured during a prior hour in the 

Operating Day; or 

(c)  The Resource is an Intermittent Power Resource. 

 

III.F.2.3.7.2. Settlement Period. For purposes of calculating Hourly Shortfall NCPC Credits, a 

settlement period is a period of one or more contiguous hours in an Operating Day during which a 

Resource is eligible for an Hourly Shortfall NCPC Credit. A new settlement period will begin any time a 

Resource’s designation changes to or from a Fast Start Generator and the Resource is committed with the 

changed designation. 

 

III.F.2.3.7.3. Eligible Quantity. The eligible quantity for each hour of the settlement period is: 

 

(a) zero for a Fast Start Generator in the event the total of the energy price parameter, Start-Up Fee 

parameter and No-Load Fee parameter of the Supply Offer in the Real-Time Energy Market for the 

amount of energy cleared in the Day-Ahead Energy Market for the hour is greater than the total of the 

corresponding parameters of the Effective Offer in the Day-Ahead Energy Market for the hour; 

i. For purposes of this evaluation, (1) if the ISO is not able to honor a request to be Self-

Scheduled for the hour under Section III.1.10.9(d), the Start-Up Fee, No-Lead Fee and energy 

at the Economic Minimum Limit are equal to $0, and (2) if the ISO is not able to honor a 

request to be dispatched for the hour under Section III.1.10.9(e), the Start-Up Fee and No-

Lead Fee are equal to $0 and the energy at the requested dispatch level is the Energy Price 

Floor. 

(b) the Day-Ahead Economic Minimum Limit for a non-Fast Start Generator in the event the total of the 

energy price parameter of the Supply Offer in the Real-Time Energy Market for the amount of energy 

cleared in the Day-Ahead Energy Market above the Day-Ahead Economic Minimum Limit for an 
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hour is greater than the total of the corresponding parameters of the Effective Offer in the Day-Ahead 

Energy Market for the hour;  

 

and if neither (a) nor (b) applies, then 

 

(c) the minimum of (i) the amount of energy cleared in the Day-Ahead Energy Market for an hour and 

(ii) the Resource’s Economic Maximum Limit or a Limited Energy Resource limit imposed for the 

hour in the Real-Time Energy Market. 

 

III.F.2.3.7.4. Credit Calculation (for non-Fast Start Generators). The Hourly Shortfall NCPC 

Credit for a Resource, other than a Fast Start Generator, is equal to: 

(a) the greater of (i) zero and (ii) the total of (the Real-Time Price minus the Day-Ahead Price for an 

hour, multiplied by the Day-Ahead Economic Minimum Limit for the hour) for all hours of the 

settlement period, 

plus 

(b) for each hour of the settlement period, the greater of (i) zero and (ii) the Real-Time Price minus the 

Day-Ahead Price for an hour, multiplied by the eligible quantity minus the Day-Ahead Economic 

Minimum Limit for the hour. 

 

III.F.2.3.7.5. Credit Calculation (for Fast Start Generators). The Hourly Shortfall NCPC Credit for 

a Fast Start Generator is equal to, for each hour of the settlement period, the greater of (i) zero, and (ii) the 

Real-Time Price minus the Day-Ahead Price for an hour, multiplied by the eligible quantity for the hour. 

 

III.F.2.3.8. Real-Time Posturing NCPC Credits for Limited Energy Resources Postured for 

Reliability 

 

III.F.2.3.8.1. Eligibility for Credit. All Market Participants with an Ownership Share in a Limited 

Energy Resource are eligible for real-time posturing NCPC credits for any Operating Day during which 

the Resource has been Postured, when a request to minimize the as-bid production costs of the Resource 

has been submitted. For purposes of calculating real-time posturing NCPC credits, the Resource is treated 
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as a Fast Start Generator only if it is designated as such at the time of the commitment decision for the 

Commitment Period during which the Resource was Postured, and if not the Resource is treated as a non-

Fast Start Generator.  If the Resource is offline at the time it is Postured, then its designation as a Fast 

Start Generator or non-Fast Start Generator is determined as of the time of the Posturing decision. 

 

III.F.2.3.8.2. Settlement Period. For purposes of calculating real-time posturing NCPC credits for 

Limited Energy Resources, a settlement period is the period of one or more contiguous hours from the 

initiation of Posturing through the end of the Operating Day.  

 

III.F.2.3.8.3 Resources Sharing a Single Fuel Source. When Limited Energy Resources that share a 

fuel source are Postured, for purposes of calculating real-time posturing NCPC credits the energy 

available to the Postured Resources will be allocated among the Postured Resources sharing the fuel 

source as indicated by estimates of available energy provided by the Lead Market Participant for each 

Resource prior to Posturing. 

 

III.F.2.3.8.4. Estimated Replacement Cost of Energy. The estimated replacement cost of energy is 

(i) the average of the Day-Ahead Prices for hours ending 3 through 5 in the subsequent Operating Day for 

pumped storage generators, or (ii) the product of the oil index price multiplied by the oil-fired generator 

proxy heat rate for fuel oil-fired generators, or (iii) zero for Resources other than pumped storage 

generators and fuel oil-fired generators. 

For fuel oil-fired generators, the oil index price is the ultra low-sulfur No. 2 oil measured at New 

York Harbor plus a seven percent markup for transportation, and the oil-fired generator proxy 

heat rate is the average of the heat rate at Economic Min and the heat rate at Economic Max, 

where the heat rate at Economic Min is, for a Resource, the average hourly energy price 

parameter of the Supply Offer at the Resource’s Economic Minimum Limit at the time of the 

Posturing decision divided by the oil index price, and  the heat rate at Economic Max is, for a 

Resource, the average hourly energy price parameter of the Supply Offer at the Resource’s 

Economic Maximum Limit at the time of the Posturing decision divided by the oil index price. 

 

III.F.2.3.8.5. Estimated Revenue. The estimated revenue for a Resource is the optimized energy 

output multiplied by the Real-Time Price for all hours in the settlement period. The optimized energy 
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output is estimated for each hour by allocating the Postured energy to hours that the Resource would have 

operated had it not been Postured based on Real-Time Prices in the Operating Day, subject to the 

following conditions: 

 

(a) the optimized energy output determination will take account of the  Resource’s Economic Minimum 

Limit, and Economic Maximum Limit. 

(b) the optimized energy output determination will take account of the estimated avoided cost of 

replacing energy that is not allocated to any hour and remains available at the end of the Operating 

Day. 

(c) for non-Fast Start Generators, the optimized energy output is calculated for the contiguous hours from 

the time the Resource is Postured until the available energy is depleted. 

 

III.F.2.3.8.6. Estimated Avoided Replacement Cost. The estimated avoided replacement cost for an 

Operating Day is the remaining energy that would have been available at the end of the Operating Day 

had the Resource operated in accordance with the optimized energy output determination in Section 

III.F.2.3.8.5, plus any increase in the remaining energy resulting from pumping during the Operating Day 

after the Resource is Postured, multiplied by the estimated replacement cost of energy. 

 

III.F.2.3.8.7. Actual Revenue. The actual revenue for a Resource is the actual metered output 

multiplied by the Real-Time Price for all hours in the settlement period. 

 

III.F.2.3.8.8. Actual Avoided Replacement Cost. The actual avoided replacement cost for an 

Operating Day is the actual remaining energy at the end of the Operating Day multiplied by the estimated 

replacement cost of energy. 

 

III.F.2.3.8.9. Credit Calculation. The real-time posturing NCPC credit for Limited Energy Resources 

is equal to the greater of (i) zero and (ii) the estimated revenue plus the estimated avoided replacement 

cost, minus the actual revenue plus the actual avoided replacement cost. 

III.F.2.3.9. Real-Time Posturing NCPC Credits for Generators (Other Than Limited Energy 

Resources) Postured for Reliability 
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III.F.2.3.9.1. Eligibility for Credit. All Market Participants with an Ownership Share in a generating 

Resource, other than a Limited Energy Resource, are eligible for real-time posturing NCPC credits for the 

hours during which the Resource has been Postured. 

 

III.F.2.3.9.2. Settlement Period. For purposes of calculating real-time posturing NCPC credits, a 

settlement period is an hour during which the generating Resource is Postured. 

 

III.F.2.3.9.3. Offer Used for Estimated Hourly Revenue and Cost. For purposes of calculating real-

time posturing NCPC credits, the offer parameters used to estimate revenue and cost for an hour are: 

 

(a) the higher of the energy price parameter specified in (i) the Supply Offer for the hour at the time the 

ISO Postures the Resource, or (ii) the Supply Offer for the hour at the start of the hour. 

(b) for Resources Postured offline, the Start-Up Fee and No-Load Fee specified in the Supply Offer for 

the hour at the time the Resource is Postured. 

(c) for Resources Postured to remain online but reduce output, the Start-Up Fee and No-Load Fee are 

calculated pursuant to Section III.F.2.2.2.3. 

 

III.F.2.3.9.4. Estimated Hourly Revenue. The estimated hourly revenue for a Resource is the 

optimized energy output multiplied by the Real-Time Price for the hour. The optimized energy output is 

estimated for each hour by determining where the Resource would have operated had it not been Postured 

based on Real-Time Prices.  The optimized energy output determination will take account of the energy 

price parameter of the Supply Offer and the Resource’s Economic Minimum Limit and Economic 

Maximum Limit. 

 

III.F.2.3.9.5. Estimated Hourly Cost. The estimated hourly cost for a Resource is the energy price 

parameter of the Supply Offer for the optimized energy output for the hour, plus the Start-Up Fee and the 

No-Load Fee, subject to the following conditions: 

 

(a) For a Fast Start Generator Postured offline, the Start-Up Fee is included in each hour’s cost and is 

not subject to apportionment. 
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(b) For a non-Fast Start Generator Postured offline, the Start-Up Fee is apportioned, in accordance 

with Section III.F.2.2.2.3.2, as if its commitment had not been cancelled. 

For purposes of determining the estimated hourly cost for a Resource, the Resource is treated as a Fast 

Start Generator only if it is designated as such at the time of the commitment decision for the 

Commitment Period during which the Resource was Postured, and if not the Resource is treated as a non-

Fast Start Generator.  If the Resource is offline at the time it is Postured, then its designation as a Fast 

Start Generator or non-Fast Start Generator is determined as of the time of the Posturing decision. 

 

III.F.2.3.9.6. Actual Hourly Revenue. The actual hourly revenue for a Resource is the actual metered 

output multiplied by the Real-Time Price for the hour. 

 

III.F.2.3.9.7. Actual Hourly Cost. The actual hourly cost for a Resource Postured to remain online but 

reduce output is the energy price parameter of the Supply Offer in place at the start of the hour for the 

actual metered output, plus the Start-Up Fee and No-Load Fee calculated pursuant to Section III.F.2.2.2.3. 

The actual hourly cost for a Resource Postured offline is zero.  

 

III.F.2.3.9.8. Credit Calculation. The real-time posturing NCPC credit for a generator, other than a 

Limited Energy Resource, is equal to the greater of (i) zero and (ii) the estimated hourly revenue minus 

the estimated hourly cost, minus the actual hourly revenue minus actual hourly cost. 

 

III.F.2.4. Apportionment of NCPC Credits 

 

Each of the Day-Ahead Energy Market NCPC Credits for a non-Fast Start Generator are apportioned to 

the hours with negative net revenues in proportion to each hour’s negative net revenue divided by the sum 

of the negative net revenue for all hours in the settlement period.   

 

Each of the Real-Time Commitment NCPC Credits for a non-Fast Start Generator is apportioned as 

follows: (i) for the portion of each Commitment Period within a settlement period that contains hours of 

the Minimum Run Time, to the hours with negative net revenues in proportion to each hour’s negative net 

revenue divided by the sum of the negative net revenue in the portion of the Commitment Period, and (ii) 
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for all remaining hours of the settlement period, to the hours with negative net revenues in proportion to 

each hour’s negative net revenue divided by the sum of the negative net revenue in the period.   

 

Each of the Hourly Shortfall NCPC Credits for a non-Fast Start Generator for energy cleared in the Day-

Ahead Energy Market at the Resource’s Economic Minimum Limit is apportioned to the hours in which 

the Real-Time Price exceeds the Day-Ahead Price, for all hours in the settlement period . 

 

The following NCPC credits are assigned to the hours for which the credit was calculated: 

• Day-Ahead Energy Market NCPC Credits for Fast Start Generators, 

• Real-Time Commitment NCPC Credits for Fast Start Generators, 

• Real-Time Dispatch NCPC Credits for all Resources, 

• Day-Ahead External Transaction Import and Increment Offer NCPC Credits, 

• Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, 

• Real-Time External Transaction NCPC Credits, 

• Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand Resources 

(Pumps Only) Postured for Reliability, 

• Hourly Shortfall NCPC Credits for Fast Start Generators, and  

• Hourly Shortfall NCPC Credits for non-Fast Start Generators for energy cleared in the 

Day-Ahead Energy Market above the Resource’s Economic Minimum Limit. 

 

III.F.2.5. NCPC Credit Designation for Purposes of NCPC Cost Allocation.  Each hourly credit 

for Day-Ahead Energy Market NCPC Credits, Real-Time Commitment NCPC Credits, Real-Time 

Dispatch NCPC Credits, Day-Ahead External Transaction Import and Increment Offer NCPC Credits, 

Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, Real-Time External 

Transaction NCPC Credits, Real-Time Posturing NCPC Credits for Dispatchable Asset Related Demand 

Resources (Pumps Only) Postured for Reliability, Hourly Shortfall NCPC Credits, and Real-Time 

Posturing NCPC Credits for Generators (Other Than Limited Energy Resources) Postured For Reliability, 

and each daily credit for Real-Time Synchronous Condensing NCPC Credits, Cancelled Start NCPC 

Credits, and Real-Time Posturing NCPC Credits for Limited Energy Resources Postured for Reliability, 

is designated as first contingency, second contingency, voltage (VAR), distribution (SCR), ISO initiated 
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audits and Minimum Generation Emergency consistent with the reason provided by the ISO when issuing 

a Dispatch Instruction for the Resource.  If there is more than one reason provided by the ISO when 

issuing the Dispatch Instruction, the NCPC Credits are divided equally for purposes of the above 

designations.  With the exception of Day-Ahead External Transaction Import and Increment Offer NCPC 

Credits and Day-Ahead External Transaction Export and Decrement Bid NCPC Credits, the hourly credits 

are summed to determine the total credits for each NCPC Charge category for a day. 

III.F.3.   Charges for NCPC  

 

III.F.3.1.  Cost Allocation.  

III.F.3.1.1 Day-Ahead Energy Market NCPC Cost Allocation.  NCPC costs for the Day-Ahead 

Energy Market are allocated and charged as follows: 

(a) The total NCPC cost for the Day-Ahead Energy Market associated with Pool-Scheduled 

Resources scheduled in the Day-Ahead Energy Market for the provision of voltage or VAR 

support (including Synchronous Condensers and Postured Resources but excluding Special 

Constraint Resources) are charged in accordance with the provisions of Schedule 2 of Section 

II of the Transmission, Markets and Services Tariff. 

(b) The total NCPC cost for the Day-Ahead Energy Market for resources designated as Special 

Constraint Resources in the Day-Ahead Energy Market are allocated and charged in 

accordance with Schedule 19 of Section II of the Transmission, Markets and Services Tariff. 

(c) The total NCPC cost for the Day-Ahead Energy Market for resources identified as Local 

Second Contingency Protection Resources for the Day-Ahead Energy Market for one or more 

Reliability Regions is allocated and charged in accordance with Section III.F.3.3.  

(d) For each External Node, the total NCPC cost for Day-Ahead External Transaction Import and 

Increment Offer NCPC Credits at an External Node for an hour is allocated and charged to 

Market Participants based on their pro-rata share of the sum of their Day-Ahead Load 

Obligations at the External Node for the hour. 

(e) For each External Node, the total Day-Ahead External Transaction Export and Decrement 

Bid NCPC Credits at an External Node for an hour is allocated and charged to Market 

Participants based on their pro-rata share of the sum of their Day-Ahead Generation 

Obligations at the External Node for the hour. 

(f) All remaining NCPC costs for the Day-Ahead Energy Market are allocated and charged to 

Market Participants based on their pro rata daily share of the sum of of Day-Ahead Load 

Obligations over all Locations (including the Hub), 
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III.F.3.1.2. Real-Time Energy Market NCPC Cost Allocation.  NCPC costs for the Real-Time 

Energy Market are allocated and charged as follows, subject t the conditions in Section III.F.3.1.3: 

(a) The total NCPC cost for the Real-Time Energy Market associated with Pool-Scheduled 

Resources scheduled in the Real-Time Energy Market for the provision of voltage or VAR 

support (including Synchronous Condensers and Postured Resources but excluding Special 

Constraint Resources) are allocated and charged in accordance with the provisions of 

Schedule 2 of Section II of the Transmission, Markets and Services Tariff. 

(b) The total NCPC cost for the Real-Time Energy Market for resources designated as Special 

Constraint Resources in the Real-Time Energy Market are allocated and charged in 

accordance with Schedule 19 of Section II of the Transmission, Markets and Services Tariff. 

(c) The total ISO initiated audit NCPC cost for resources performing an ISO initiated audit is 

allocated and charged to Market Participants based on their pro rata daily share of the sum of 

their Real-Time Load Obligations, excluding Real-Time Load Obligations associated with 

Dispatchable Asset Related Demand Resources (pumps only). 

(d) The total NCPC cost for resources following Dispatch Instructions while being postured in 

the Real-Time Energy Market is allocated and charged to Market Participants based on their 

pro rata daily share of the sum of their Real-Time Load Obligations, excluding Real-Time 

Load Obligations associated with postured Dispatchable Asset Related Demand Resources 

(pumps only). 

(e) The total NCPC cost for the Real-Time Energy Market for resources identified as Local 

Second Contingency Protection Resources for the Real-Time Energy Market for one or more 

Reliability Regions is allocated and charged in accordance with Section III.F.3.3. 

(f) Total Minimum Generation Emergency Credits within a Reliability Region are allocated and 

charged hourly to Market Participants based on each Market Participant’s pro rata share of 

Real-Time Generation Obligations, excluding that portion of a Market Participant’s Real-

Time Generation Obligation within a Reliability Region that is eligible for a Real-Time 

Dispatch NCPC Credit pursuant to Section III.F.2.2.3 during a Minimum Generation 

Emergency. 

(g) All remaining NCPC costs for the Real-Time Energy Market are allocated and charged to 

Market Participants based on their pro rata daily share of the sum of the absolute values of a 

Market Participant’s (i) Real-Time Load Obligation Deviations in MWhs during that 

Operating Day; (ii) generation deviations for Pool-Scheduled Resources not following 

Dispatch Instructions, Self-Scheduled Resources with dispatchable increments above their 

Self-Scheduled amounts not following Dispatch Instructions, and Self-Scheduled Resources 
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not following their Day-Ahead Self-Scheduled amounts other than those Self-Scheduled 

Resources that are following Dispatch Instructions, including External Resources, in MWhs 

during the Operating Day; and (iii) deviations from the Day-Ahead Energy Market for 

External Transaction purchases in MWhs during the Operating Day.  The Real-Time 

deviations calculation is specified in greater detail in Section III.F.3.2. 

 

III.F.3.1.3 Additional Conditions for Real-Time Energy Market NCPC Cost Allocation. 

(a) If a generation resource has been scheduled in the Day-Ahead Energy Market and the ISO 

determines that the unit should not be run in order to avoid a Minimum Generation 

Emergency, the generation owner will be responsible for all Real-Time Energy Market 

Deviation Energy Charges but will not incur generation related deviations for the purpose of 

allocating NCPC costs for the Real-Time Energy Market.  

(b) Any difference between the actual consumption (Real-Time Load Obligation) of 

Dispatchable Asset Related Demand Resources and Dispatchable Asset Related Demand bids 

that clear in the Day-Ahead Energy Market that result from operation in accordance with the 

ISO’s instructions shall be excluded from the Market Participant Real-Time Load Obligation 

Deviation for the purpose of allocating costs for Real-Time Energy Market NCPC Credits. 

 

 

III.F.3.2 Market Participant Share of Real-Time Deviations for Real-Time Energy Market 

NCPC Credits.  

Each Market Participant’s pro-rata share of the Real-Time deviations for Real-Time Energy Market 

NCPC Credits is the following:  

 

(a)  If the Day-Ahead Economic Minimum Limit is equal to the Real-Time Economic Minimum 

Limit and the Real-Time Economic Minimum Limit is greater than or equal to the Resource’s Desired 

Dispatch Point:  Real-Time generation deviation is the greater of the absolute value of (actual metered 

output – cleared Day-Ahead MWh) or (actual metered output – Real-Time Economic Minimum Limit) 

for each generating Resource. If the deviation calculated above is less than or equal to 5% of cleared Day-

Ahead MWh or less than or equal to 5 MWh, then deviation = 0.  

 

(b)  If the Day-Ahead Economic Minimum Limit is not equal to Real-Time Economic Minimum 

Limit and the Real-Time Economic Minimum Limit is greater than or equal to the Resource’s Desired 

Dispatch Point:  Real-Time generation deviation is the greatest of the absolute value of (actual metered 
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output – cleared Day-Ahead MWh) or (actual metered output – Real-Time Economic Minimum Limit) or 

(Real-Time Economic Minimum Limit – Day-Ahead Scheduled Economic Minimum Limit) for each 

generating Resource.  

 

If the deviation calculated above is less than or equal to 5% of cleared Day-Ahead MWh or less than or 

equal to 5 MWh, then deviation = 0.  

 

(c)  If the Resource’s Desired Dispatch Point is greater than the Resource’s Real-Time Economic 

Minimum Limit and the Resource is not following ISO Dispatch Instructions: Real-Time generation 

deviation is the absolute value of (actual metered output - Desired Dispatch Point).  

 

If the deviation calculated above is less than or equal to 5% of Desired Dispatch Point or less than or 

equal to 5 MWh, then deviation = 0.  

 

plus  

(d) for each Pool Scheduled generating Resource:  

 

(i)  If the Resource is not following Dispatch Instructions and has cleared Day-Ahead and has an 

actual metered output greater than zero and has not been ordered off-line by the ISO for reliability 

purposes:  Real-Time generation deviation is the absolute value of (actual metered output − Desired 

Dispatch Point) for each generating Resource. 

If the deviation calculated above is less than or equal to 5% of Desired Dispatch Point or less than or 

equal to 5 MWh, then deviation = 0.  

 

(ii)  If the Resource is not following Dispatch Instructions, has cleared Day-Ahead, that has an actual 

metered output equal to zero and has not been ordered off-line by the ISO for reliability purposes:  Real-

Time generation deviation is the absolute value of (actual metered output – cleared Day-Ahead MWh) for 

each generating Resource.  

 

If the deviation calculated above is less than or equal to 5% of cleared Day-Ahead MWh or less than or 

equal to 5 MWh, then deviation = 0.  

 

plus,  
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(e)  the sum of the hourly absolute values for the Operating Day of the Participant’s Real-Time Load 

Obligation Deviation  

[NOTE:  External Transaction sales curtailed by the ISO are omitted from this calculation],  

where each Market Participant’s Real-Time Load Obligation Deviation for each hour of the 

Operating Day is the sum of the difference between the Market Participant’s Real-Time Load Obligation 

and Day-Ahead  Load Obligation over all Locations (including the Hub). 

 

plus,  

 

(f)  the sum of the hourly absolute values for the Operating Day of the Participant’s Real-Time 

Generation Obligation Deviation at External Nodes except that positive Real-Time Generation Obligation 

Deviation at External Nodes associated with Emergency energy that is scheduled by the ISO to flow in 

the Real-Time Energy Market are not included in this calculation.  

[Note:  External Transaction purchases curtailed by the ISO are omitted from this calculation],  

where each Market Participant’s Real-Time Generation Obligation Deviation at External Nodes 

for each hour of the Operating Day is the sum of the difference between the Market Participant’s Real-

Time Generation Obligation and Day-Ahead Generation Obligation over all External Nodes.  

 

plus,  

(g)  the absolute value of the total over all Locations of the Market Participant’s Increment Offers.  

 

[Please note that for purposes of this calculation an Increment Offer that clears in the Day-Ahead Energy 

Market always creates a Real-Time generation deviation.]  

 

III.F.3.3  Local Second Contingency Protection Resource NCPC Charges.  

Each Market Participant’s pro-rata share of the cost for Day-Ahead Energy Market NCPC Credits and 

Real-Time Energy Market NCPC Credits for resources designated to provide Local Second Contingency 

Protection is based on its daily pro-rata share of the daily sum of the hourly Real-Time Load Obligations 

for each affected Reliability Region, subject to the following conditions:  

 

(a) The External Node associated with an External Transaction sale that is, in accordance with 

Market Rule 1 Section III.1.10.7(h), a Capacity Export Through Import Constrained Zone 

Transaction or an FCA Cleared Export Transaction shall be considered to be within the 

Reliability Region from which the External Transaction is exporting for the purpose of 
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calculating a Market Participant’s pro-rata share of the cost for Real-Time Energy Market NCPC 

Credits for resources designated to provide Local Second Contingency Protection. The External 

Node of a Capacity Export Through Import Constrained Zone Transaction or an FCA Cleared 

Export Transaction is the External Node defined by the Forward Capacity Auction cleared Export 

Bid or Administrative Export De-List Bid associated with the External Transaction sale.  

 

(b)  For hours in which there is an NCPC cost for a resource providing Local Second Contingency 

Protection and ISO is selling Emergency energy to an adjacent Control Area, the scheduled amount of 

Emergency energy at the applicable External Node will be included in the calculation of a Market 

Participant’s pro rata share of the cost for Real-Time Energy Market NCPC Credits for resources 

designated to provide Local Second Contingency Protection as if the Emergency energy sale were a Real-

Time Load Obligation within each affected Reliability Region. The pro rata share calculated for the 

Emergency Energy Transaction shall be included in the charges under an agreement for purchase and sale 

of Emergency energy with the applicable adjacent Control Area.  

 

For purposes of the calculation of Local Second Contingency Protection Resource NCPC Charges, 

Emergency energy sales by the New England Control Area to an adjacent Control Area at the External 

Nodes (see ISO New England Manual 11 for further discussion of the External Nodes) listed below shall 

be associated with the Reliability Region(s) indicated in the table:  

 

External 
Node 
Common 
Name 

Associated Transmission 
Facilities 

Reliability 
Region(s) 

Allocator 

NB-NE 
External Node 

Keene Road-Keswick (3001) 
Lepreau-Orrington (390/3016) tie 
line 

Maine 100% to Maine 

HQ Phase I/II 
External Node 

HQ-Sandy Pond 3512 & 3521 
Lines 

West Central 
Massachusetts 

100% to West Central 
Massachusetts 

Highgate 
External Node 

Bedford-Highgate (1429 Line) Vermont 100% to Vermont 

NY Northern 
AC External 
Node 

Plattsburg – Sandbar Line (PV-20 
Line) 
Whitehall – Blissville Line (K-7 
Line)  
Hoosick- Bennington Line (K-6 
Line)   
Rotterdam – Bearswamp Line 
(E205W Line)  

Vermont,  
 
Vermont 
 
Vermont 
 
West Central 
Massachusetts 

Allocated 
proportionally to the 
Vermont, West 
Central 
Massachusetts and 
Connecticut 
Reliability Regions 
based on the Normal 
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External 
Node 
Common 
Name 

Associated Transmission 
Facilities 

Reliability 
Region(s) 

Allocator 

 
Alps – Berkshire Line (393Line)   
 
Pleasant Valley – Long 
 Mountain Line (398 Line)   
 
 

 
West Central 
Massachusetts 
 
Connecticut 
 
 
 

Limits as described 
in Appendix A to 
OP-16 of the 
transmission 
facilities connecting 
these Reliability 
Regions to the New 
York Control Area.    

NY NNC 
External Node 

Northport-Norwalk Harbor 
(601,602 and 603 Lines) 

Connecticut 100% to Connecticut 

NY CSC 
External Node 

Shoreham-Halvarsson Converter 
(481 Line) 

Connecticut 100% to Connecticut 

 

 

(c) For each month, the ISO performs an evaluation of total Local Second Contingency Protection 

Resource NCPC charges for each Reliability Region.  If, for any Reliability Region, the magnitude of 

such charges is sufficient to satisfy two conditions, a partial reallocation of the charges, from Market 

Participants with a Real-Time Load Obligation in that Reliability Region to Transmission Customers with 

Regional Network Load in that Reliability Region, is triggered. For all calculations performed under the 

provisions of this sub-paragraph c, the term Market Participant will include an adjacent Control Area and 

the term Real-Time Load Obligation will include MWh of Emergency energy sold in the circumstances 

described in subparagraph a above and will exclude Real-Time Load Obligations associated with the 

operation of a Dispatchable Asset Related Demand Resource (pumps only).  

 

(i)  Evaluation of Conditions –  

 

Condition 1 – is the Local Second Contingency Protection Resource Charge (Reliability Region, month) > 

.06 X Load Weighted Real-Time LMP (Reliability Region, month)  

 

Condition 2 – is the Local Second Contingency Protection Resource Charge % (Reliability Region, month) 

> 2 X Twelve Month Rolling Average Local Second Contingency Protection Resource Charge % 

(Reliability Region)  

 

Where:  
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Real-Time Load Obligation (Reliability Region, month) equals the sum of the hourly values of total Real-

Time Load Obligation for each hour of the month in the Reliability Region.  

 

Local Second Contingency Protection Resource Charge (Reliability Region, month) equals the sum of 

hourly Local Second Contingency Protection Resource charges for each hour of the month in the 

Reliability Region divided by the Real-Time Load Obligation (Reliability Region, month).  

 

Load Weighted Real-Time LMP (Reliability Region, month) equals the sum of the hourly values of Real-

Time LMP times the associated Real-Time Load Obligation for each hour of the month in the 

Reliability Region, divided by the Real-Time Load Obligation (Reliability Region, month).  

 

Local Second Contingency Protection Resource Charge % (Reliability Region, month) equals the Local 

Second Contingency Protection Resource Charge (Reliability Region, month) divided by the 

Load Weighted Real-Time LMP (Reliability Region, month).  

 

Twelve Month Rolling Average Local Second Contingency Protection Resource Charge % 

(Reliability Region) equals the sum of the prior 12 months’ values, not including the current month, of 

Local Second Contingency Protection Resource Charge % (Reliability Region, month) divided by 12. (For 

the purposes of other calculations which include the Twelve Month Rolling Average Local 

Second Contingency Protection Resource Charge % (Reliability Region), a value of .001 will be 

substituted for any Twelve Month Rolling Average Local Second Contingency Protection 

Resource Charge % (Reliability Region) value of 0.)  

 

If both conditions are met, a reallocation of a portion of Local Second Contingency Protection 

Resource Charge (Reliability Region, month) is triggered.  

 

(ii)  Determination of the portion of Local Second Contingency Protection Resource Charge (Reliability 

Region, month) to be reallocated –   

 

Local Second Contingency Protection Resource Charge (Reliability Region, month) to be reallocated = 

Real-Time Load Obligation (Reliability Region, month) X Min (Condition 1 Rate (Reliability Region, month), 

Condition 2 Rate (Reliability Region, month))  
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Where:  

 

Condition 1 Rate (Reliability Region, month) equals the Local Second Contingency Protection Resource 

Charge (Reliability Region, month) minus .06 times the Load Weighted Real-Time LMP (Reliability Region, month).  

 

Condition 2 Rate (Reliability Region, month) equals the Local Second Contingency Protection Resource 

Charge (Reliability Region, month) minus 2 times the Twelve Month Rolling Average Local Second 

Contingency Protection Resource Charge % (Reliability Region) times the Load Weighted Real-Time 

LMP (Reliability Region, month).  

 

 (iii)  Determination of Local Second Contingency Protection Resource Charge (Reliability Region, month) 

reallocation credits to Market Participants and reallocation charges to Transmission Customers –  

 

Market Participant reallocation credit =   

 

(Real-Time Load Obligation (Participant, Reliability Region, month) / Real-Time Load Obligation (Reliability Region, 

month)) * Local Second Contingency Protection Resource Charges (Reliability Region, month) to be 

reallocated  

 

Where:  

 

Real-Time Load Obligation (Participant, Reliability Region, month) equals the sum of the Market Participant’s 

hourly values of total Real-Time Load Obligation in the Reliability Region for each hour of the 

month.  

 

Transmission Customer reallocation charge =   

 

(Regional Network Load (Transmission Customer, Reliability Region, month) / Regional Network Load (Reliability 

Region, month)) * Local Second Contingency Protection Resource Charges (Reliability Region, month) to be 

reallocated  

 

Where:  

 

Regional Network Load (Reliability Region, month) equals:  
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The monthly MWh of Regional Network Load of all Transmission Customers in the Reliability 

Region  

 

Regional Network Load (Customer, Reliability Region, month) equals:  

The Transmission Customer’s monthly MWh of Regional Network Load in the Reliability 

Region.  

 

 

 
4830-1964-3931, v.  1 
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UNITED STATES OF AMERICA 1 

BEFORE THE 2 
FEDERAL ENERGY REGULATORY COMMISSION 3 

 4 
          5 
      ) 6 
ISO New England Inc. and   ) Docket No. ER14-____-000 7 
New England Power Pool   )  8 

 ) 9 

TESTIMONY OF JONATHAN B. LOWELL 10 

 11 

Q: PLEASE STATE YOUR NAME, POSITION, AND BUSINESS ADDRESS. 12 

A: My name is Jonathan B. Lowell.  I am employed by ISO New England Inc. (the 13 

“ISO”), where I am a Principal Analyst in the Market Development Department.  14 

My business address is One Sullivan Road, Holyoke, Massachusetts 01040. 15 

 16 

Q: PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 17 
RELEVANT PROFESSIONAL EXPERIENCE. 18 
 19 

A: I am currently a Principal Analyst in the Market Development group at the ISO, 20 

where I have been employed since January 2006, with responsibilities for 21 

identifying design improvements in New England’s electricity markets, and 22 

drafting appropriate market rules and manuals to implement those improvements.  23 

Prior to joining the ISO, I have had wide-ranging experience in the electricity 24 

industry, including four years with TransEnergie US, an independent transmission 25 

development firm, three years in the energy practice at the economics consulting 26 

firm PHB Hagler Bailly where I specialized in the economic analysis of 27 

investment opportunities in competitive electricity markets, and 18 years with the 28 

New England Electric System with responsibilities for resource planning and 29 

1 
 



 
portfolio management.  I have testified before state regulatory commissions and 1 

siting councils on issues including resource economics, integrated resource 2 

planning and portfolio design and optimization.  I have also provided testimony to 3 

the Federal Energy Regulatory Commission (“Commission”) supporting various 4 

wholesale market design proposals.  In January 2014, I provided testimony 5 

supporting the redesign of Net Commitment Period Compensation, the means by 6 

which market participants with resources scheduled to operate by the ISO are 7 

compensated for certain costs in the energy market that may exceed energy 8 

market revenues (Docket No. ER14-1147). 9 

 10 

 I have testified numerous times on issues concerning the provision of regulation 11 

service.  I provided testimony in August 2008 to support the Alternative 12 

Technology Regulation Pilot Program (Docket No. ER08-54) that was established 13 

to evaluate the ability of non-generation resources to provide regulation.  During 14 

the past several years, I have provided testimony concerning the regulation market 15 

changes that the ISO and NEPOOL developed to comply with the requirements of 16 

Order No. 755 (Docket Nos. ER12-1643 and ER14-1537).  In April 2013, I 17 

provided testimony to support a change in the existing regulation market to 18 

include energy opportunity costs in the regulation clearing price (Docket No. 19 

ER13-1259).   20 

 21 

I hold a Sc.B. in Applied Mathematics from Brown University and an MBA from 22 

Worcester Polytechnic Institute. 23 

2 
 



 
 1 

Q:   WHAT IS THE PURPOSE OF YOUR TESTIMONY? 2 

A: The purpose of this testimony is to summarize and explain the package of rule 3 

changes that are proposed for the new regulation market that is planned to become 4 

effective in March 2015 in compliance with Order No. 755.  In brief, the package 5 

of rule changes: 6 

 7 

(1) revise Section III.14.6, concerning Automatic Generation Control 8 

(“AGC”) dispatch methods, to incorporate an energy-neutral dispatch 9 

option for non-generation resources; 10 

(2) clarify Section III.14.8(d) concerning  how Alternative Technology 11 

Regulation Resources (“ATRRs”) that do not participate directly in the 12 

energy market may be registered as combinations of various asset types to 13 

provide for appropriate settlement of energy injections or withdrawals 14 

related to providing regulation; 15 

(3) clarify Section III.14.4 to make clearer that the offer parameters in place 16 

for a resource at the time resources are selected for regulation remain in 17 

effect for the duration of the settlement interval until new regulation 18 

resources are selected for a new settlement interval, and; 19 

(4)  revise the currently-approved tariff language to address certain 20 

housekeeping issues, including correcting errors in the existing rules and 21 

conforming the rules to reflect the expected implementation of the energy 22 

market offer flexibility changes in late 2014. 23 
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 1 

I will discuss each of these issues in greater detail in the remainder of the 2 

testimony. 3 

  4 

Q: PLEASE DESCRIBE THE PROPOSED CHANGE INVOLVING THE 5 
ADOPTION OF AN ENERGY-NEUTRAL DISPATCH OPTION FOR 6 
NON-GENERATION RESOURCES. 7 
 8 

A: In order to directly address a concern that was raised by the Commission in its 9 

May 20, 2014 order rejecting a previous package of regulation-related rule 10 

changes that was submitted in Docket No. ER14-1537, the new changes include 11 

the option for market participants to choose to have non-generation resources 12 

dispatched using an energy-neutral dispatch method.  In the May 20, 2014 order, 13 

the Commission was concerned that the lack of any capability for market 14 

participants with limited energy storage resources to manage the state-of-charge 15 

of their resources creates a barrier to entry that must be eliminated.  Specifically, 16 

the Commission stated that, under the proposed rules, only market participants 17 

with limited energy resources would be required to limit the amount of capacity 18 

they offer in order to avoid potential penalties for non-performance due to fading 19 

or drift.  The Commission stated that this issue has been addressed in other 20 

regions by using an energy-neutral dispatch signal (such as in the PJM region) 21 

and by using active state-of-charge management (such as in the MISO, NYISO 22 

and CAISO regions). 23 

 24 

The ISO proposes to address the concern raised in the May 20, 2014 order by 25 

4 
 



 
adopting the approach used in the PJM region - an energy-neutral dispatch 1 

method for non-generating resources.  The tariff changes that reflect the energy-2 

neutral dispatch option are contained in Section III.14.6 of the revised market 3 

rules.  The revised rules provide market participants with non-generating 4 

resources three dispatch options: (1) an energy-neutral dispatch signal using the 5 

“trinary dispatch” method that originally was developed for and used in the 6 

Alternative Technology Regulation Pilot Program (the “Pilot Program”); (2) an 7 

energy-neutral version of the relative response rate dispatch method used by 8 

generating resources, or; (3) the “normal” (i.e. not energy neutral) relative 9 

response rate dispatch method. 10 

 11 

Q: HOW QUICKLY CAN THE ENERGY-NEUTRAL DISPATCH METHOD 12 
BE IMPLEMENTED?  13 

 14 
A: The energy-neutral dispatch method can be implemented in New England 15 

relatively quickly using infrastructure already developed for the new regulation 16 

market and additional software development that can be completed by the ISO 17 

using internal resources.  The active charge management approach used in other 18 

regions would require much greater structural changes to the New England 19 

energy/reserve/regulation markets. 20 

 21 

Q: AT A HIGH LEVEL, HOW DOES AN ENERGY-NEUTRAL DISPATCH 22 
METHOD WORK?  23 

 24 
A: An energy-neutral dispatch method works by ensuring that, over a relatively short 25 

time period (5-15 minutes), the amount of energy dispatched above the midpoint 26 
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of a resource’s regulating range will be approximately equal to the energy 1 

dispatched below the midpoint.  This approach eliminates any tendency for  2 

limited energy storage-based regulation technologies with at least 15 minutes of 3 

storage (full to empty) to ”fade” during an hour when the average Area Control 4 

Error is not close to zero.  This use of an energy-neutral dispatch signal for 5 

resources providing regulation has been approved by the Commission and is used 6 

in the PJM region. 7 

 8 

Q: HOW IS THE ENERGY-NEUTRAL DISPATCH SIGNAL DERIVED? 9 
 10 
A: The ISO is working with consultants from DNV-GL (previously KEMA 11 

Consulting) to develop the energy-neutral dispatch signal.  As described above, 12 

the energy-neutral signal will result in the quantity of energy dispatched above 13 

and below the midpoint of a resource’s regulation range being approximately 14 

equal over short time periods in the range of 5-15 minutes.   15 

 16 

The ISO and DNV-GL are evaluating the performance of six different 17 

implementation approaches against a range of operating conditions.  The 18 

evaluation is using DNV-GL’s KERMIT model, which simulates New England’s 19 

system frequency, interchange deviation and generation mix to estimate system 20 

performance (including ACE), regulation mileage and compliance with NERC 21 

control performance standards.  The simulation model also is being used to 22 

evaluate the “neutrality” of the different approaches from the perspective of a 23 

market participant with a fast-responding, limited energy resource, such as a 24 
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resource based on flywheel technology.  In general, the different approaches work 1 

by decomposing the ACE into a high-frequency (rapidly varying) component used 2 

to create the energy-neutral signal and a low-frequency (slowly varying) 3 

component that is not intended to be energy neutral.  Several of the candidate 4 

approaches incorporate a feedback loop to adjust new AGC SetPoints so as to 5 

offset any positive or negative energy bias that occurred in the preceding dispatch 6 

period. 7 

 8 

Once the simulations have been completed and evaluated by the ISO, sample 9 

AGC SetPoint datasets for the selected methodologies will be made available to 10 

market participants for use in their own analysis and testing. 11 

 12 

Q: DO THE DIFFERENT DISPATCH METHODS WORK IN A 13 
COMPARABLE MANNER FOR GENERATING RESOURCES AND 14 
ATRRS? 15 

 16 
A: Yes, all of the dispatch methods specified in Section III.14.6 work based on the 17 

same principle of “instructed movement.”  In other words, the performance and 18 

compensation for all regulation resources is determined based on the resource’s 19 

movement toward its AGC SetPoint (that is, its instructed movement).  Resource 20 

performance and compensation are not measured based on a resource’s movement 21 

in response to the region’s actual ACE.  There are a number of reasons for 22 

measuring resource performance based on instructed movement but, first and 23 

foremost, is that the ISO is best able to ensure reliability by having resources 24 

7 
 



 
follow regulation dispatch instructions (that is, the AGC SetPoints) rather than 1 

having resources independently attempt to “chase the ACE.” 2 

 3 

The overall design of the regulation dispatch algorithm recognizes that well-4 

performing regulation resources may require some amount of time to reverse 5 

direction in response to a new AGC SetPoint, and incorporates grace periods and 6 

deadbands to avoid “overcontrol” and “hunting” behavior (a repeating pattern in 7 

which the AGC dispatch produces too much correction, resulting in ACE 8 

oscillating endlessly around some value even when unperturbed by unexpected 9 

changes in load or generation). As a result, the AGC SetPoints sent to both 10 

generating resources and ATRRs may sometimes be briefly opposed to the 11 

direction of movement that would be indicated by the region’s actual ACE at a 12 

given moment in time.  Similarly, the energy-neutral dispatch instructions sent to 13 

ATRRs may sometimes produce AGC SetPoints that are opposed to the actual 14 

ACE even though the ATRR may be capable of faster response than a generating 15 

resource. 16 

 17 

Q: PLEASE EXPLAIN HOW ALTERNATIVE TECHNOLOGY 18 
REGULATION RESOURCES WILL BE MODELED AND REGISTERED 19 
PURSUANT TO THE RULE CHANGES. 20 
 21 

A: An ATRR providing regulation is inherently injecting or withdrawing energy 22 

from the grid in response to AGC SetPoint signals from the ISO.  Although 23 

market participants with ATRRs do not participate directly in the energy market, 24 

in the sense of submitting offers into the day-ahead and real-time energy markets 25 
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and being dispatched to produce or consume energy in accordance with those 1 

offers, the energy consumed or produced nevertheless has a cost or a benefit to 2 

the system.  Consumption must be paid for and production must be compensated. 3 

 4 

Unlike generators that inject power onto the grid at a single location, ATRRs 5 

reflect a variety of technologies, including storage, demand response and hybrids 6 

representing a combination of technologies.  Additionally, a single ATRR may be 7 

an aggregation of sub-resources across multiple locations.   8 

 9 

Different registration and settlement rules for different types of ATRRs are 10 

needed to be able to reflect the unique characteristics of the particular resource.  11 

ATRRs using aggregated demand-response will generally be taking electric 12 

service from an energy supplier at a retail price for energy consumed.  This type 13 

of resource would not settle its energy consumption in the wholesale energy 14 

market.  In comparison, a market participant with a storage-based ATRR 15 

connected at a single location might instead prefer to settle energy consumption 16 

and injections in the wholesale energy market at a location-specific real-time 17 

LMP. 18 

 19 

During the process of preparing to implement the new regulation market design, it 20 

became apparent that the previously filed market rules did not adequately specify 21 

the range of registration and settlement options available to meet the diverse 22 

needs of ATRRs. 23 
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 1 

The changes allow a market participant to register a new facility that 2 

interconnects at a single location as a combination of asset types, each of which 3 

has particular settlement characteristics.  The asset types include: 4 

 5 

(1) Alternative Technology Regulation Resource (compensated for regulation, 6 

no energy settlement);   7 

(2) Settlement Only Generator (energy settlement for a resource with injection 8 

capability that is less than 5 MW);   9 

(3) non-dispatchable, non-regulation capable Generator (energy settlement for 10 

a resource with injection capability that is greater than or equal to 5 MW);   11 

(4) Asset Related Demand (settlement for energy consumption), and; 12 

(5) A load asset for which the Real-Time Load Obligation is separately 13 

reported to the ISO. 14 

 15 

The revised rules are flexible.  For instance, a market participant with a storage-16 

based technology could choose to register a resource as a three-way combination 17 

of assets:  an ATRR for regulation, a Settlement Only Generator for energy 18 

injections and an Asset Related Demand for energy consumption.  The energy 19 

market is settled on an hourly basis, and in any given hour the storage-based 20 

regulation resource would either have net energy consumption or net energy 21 

injections.  Net energy consumption would settle as an Asset Related Demand, 22 

and net energy injections would settle as a Settlement Only Generator.  Since 23 
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these asset types are already defined in the ISO Tariff and supported in the ISO’s 1 

settlement systems, little or no change in software infrastructure is required to 2 

provide market participants with this flexible range of options.  The choice of 3 

asset types is not a one-time permanent selection.  As circumstances change, a 4 

market participant may reregister as a different combination of asset types.  The 5 

only condition is that the resource must meet any requirements associated with 6 

the types of asset it is registered as.  For example, a generator must comply with 7 

the various interconnection requirements, communications requirements and the 8 

ISO New England Operating Procedures applicable to generators of the specified 9 

size.  These are generally the same requirements that an ATRR would otherwise 10 

have to meet to ensure the ISO’s ability to operate the system reliably, even if not 11 

also registered as one or more of the available energy settlement asset types. 12 

 13 

The tariff changes that identify the options available to market participants with 14 

ATRRs are contained in Section III.14.8(d) of  the revised market rules. 15 

 16 

Q: PLEASE DESCRIBE THE REVISIONS TO CLARIFY THE RULES 17 
REGARDING CHANGES TO REGULATION OFFER PARAMETERS. 18 
 19 

A: Changes to Section III.14.4 clarify the rules relating to changes to regulation offer 20 

parameters.  In the current regulation market, regulation offers may only be 21 

submitted once a day, prior to the Re-Offer Period.  The intent of Section III.14.4 22 

is to allow market participants to update their regulation offers, including offer 23 

prices, automatic response rate and regulating limits at any time, as often as 24 

desired.   The most recent offer in place at the time new resources are selected to 25 
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provide regulation for the next interval is used in the selection process.  An offer 1 

that is updated after resources have been selected will not be used until the next 2 

resource selection process is conducted.  In other words, the offer that was used to 3 

select a resource remains in effect through the end of the settlement interval (that 4 

is, until new resources are selected for a new settlement interval).  The modified 5 

tariff language expresses the intent of the rules more clearly and is consistent with 6 

the Commission’s recognition, in the May 20, 2014 order in Docket No. ER14-7 

1547, that allowing changes in regulation offers in between the selection of 8 

regulation resources would invalidate the selection and the clearing prices 9 

produced by the selection process. 10 

 11 

Q: PLEASE DESCRIBE THE HOUSEKEEPING CHANGES THAT 12 
CLARIFY THE RULES CONCERNING REGULATION PAYMENTS 13 
AND PERFORMANCE MEASUREMENT. 14 
 15 

A: The package of rule changes includes revisions to address a variety of 16 

housekeeping issues that have arisen since the currently-accepted tariff provisions 17 

were originally accepted. 18 

 19 

Section III.14.8(b)(ii) is revised to eliminate the word “payment” in two places 20 

that address energy opportunity costs.  Energy opportunity costs are calculated 21 

and can potentially impact a resource’s compensation through the Make-Whole 22 

Payment.  However, the compensation does not include a specific energy 23 

opportunity cost “payment” that is separate from the overall Make-Whole 24 

Payment.  Accordingly, the word payment is deleted when it is used in connection 25 
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with energy opportunity costs. 1 

 2 

Section III.14.8(b)(iv) is clarified to better address the manner in which the 3 

performance of resources is measured and used to adjust compensation.  4 

Acceptable performance is defined by the tolerance limits and grace periods, as 5 

described in Section III.14.7, which have not changed.  The language in Section 6 

III.14.8(b)(iv) that states that capacity payments are reduced “in proportion to the 7 

percentage of four second AGC cycles during which the Resource was not 8 

performing” has been revised to say “to reflect the proportion of time the 9 

Resource was determined to be non-performing pursuant to Section III.14.7.”  10 

This change eliminates potential ambiguity regarding how non-performance will 11 

be determined with respect to regulation capacity payments. 12 

 13 

Q: PLEASE DESCRIBE THE CHANGES PROPOSED TO CORRECT 14 
MINOR MISTAKES FOUND IN THE APPROVED TARIFF LANGUAGE. 15 
 16 

A: Two inadvertent errors have been identified in the previously filed market rules. 17 

 18 

The first error was in Section III.14.2(a)(ii)(1).  The approved tariff language 19 

specifies that the minimum regulation capacity for a generator would be 10 MW.  20 

However, the correct value is 5 MW (the same minimum value as in the existing 21 

regulation market).  A generator with a 5 MW regulation capacity provides a 10 22 

MW regulating range.  This difference was the source of the error.  The revised 23 

rules re-set the minimum regulation capacity to 5 MW. 24 

 25 
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The second error occurs in Section III.13.7.3.1, which describes how a market 1 

participant’s Capacity Load Obligation (used to allocate Forward Capacity 2 

Market capacity costs) is determined using the contribution of a market 3 

participant’s load to the total system’s peak demand.  It was intended that the 4 

rules for the new regulation market design would exclude the consumption related 5 

to ATRRs associated with providing regulation in response to AGC dispatch 6 

instructions from the peak demand contribution determination (consistent with the 7 

treatment of load associated with pumped storage resources).  Unfortunately, the 8 

language in the approved tariff excludes the entire “net load associated with an 9 

Alternative Technology Regulation Resource while providing Regulation”, and 10 

not just the incremental load resulting from following the AGC dispatch 11 

instructions.  As written, the language would exclude the entire load of an ATRR 12 

using a demand-response technology, most of which would exist whether the 13 

resource was regulating or not.  The revised language, “load that is modeled as an 14 

Asset Related Demand or discrete load asset and is exclusively related to an 15 

Alternative Technology Regulation Resource following AGC dispatch 16 

instructions,” specifies that only load directly resulting from providing regulation 17 

is excluded, and clarifies the circumstances under which the ISO is able to 18 

quantify the load to be excluded.  19 

 20 
 21 

Q: PLEASE DESCRIBE THE CHANGES RELATED TO THE ENERGY 22 
MARKET OFFER FLEXIBILITY PROJECT. 23 
 24 

A: There are several changes necessitated by the expected implementation of the 25 

energy market offer flexibility project in late 2014.  By way of background, the 26 
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general purpose of the energy market flexibility project is to provide market 1 

participants with much greater flexibility to change the offer parameters for their 2 

resources in real time. 3 

 4 

Section III.14.5(1), concerning the penalty factors that are used for any violation 5 

of the regulation requirements constraint, is modified to accommodate the 6 

potential for negative energy prices that is made possible as part of the energy 7 

market offer flexibility project.  The purpose of the penalty price is to address the 8 

rare circumstances in which insufficient regulation supply is available to meet 9 

requirements or in which a large, expensive resource is the only option to meet a 10 

very small regulation requirement.  The penalty price establishes an upper bound 11 

on the value of satisfying any unmet requirement.  The penalty price for 12 

regulation capacity is set at $100/MW plus the energy component of the 13 

Locational Marginal Price.  When the energy component is less than negative 14 

$100/MWH, the penalty price would be less than $0/MW, precluding the 15 

selection process from operating, given the regulation capacity offer floor price of 16 

$0/MW. 17 

 18 

Section III.14.8(b)(ii) is revised so that the energy opportunity cost is set to zero 19 

when a resource is dispatched pursuant to Section III.1.10.9(e) (i.e. self-20 

scheduled). 21 

 22 
Section III.F.2.2.3.4, concerning Net Commitment Period Compensation 23 

calculations as revised as part of the energy market offer flexibility changes, is 24 
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