draft issue LIST
I. Scheduling Sub-Issues:

(A.) Absence of electric market schedule and price certainty at the time of the initial day ahead gas scheduling deadline can lead to inefficient outcomes.

Explanation:

1. The local (New England)Wholesale Electric Market day does not coincide with national Gas Market day

· Wholesale electric day begins at hour ending 0001 (midnight of day of standard gas scheduling deadline) and ends at 2400 (midnight of next day).

· Gas Market day starts at 0900 CST (day following standard gas scheduling deadline) and ends at 0900 CST(second day after scheduling deadline).

· Gas to meet 0001 through 1000 EST period would typically need to be scheduled two days prior by 1130 CST. 

· The majority of short term gas market transactions concluded between 0700 & 0930 CST one business day in advance. Intraday market flexibility does exist, but liquidity is limited.

· Normal day ahead nominations are due 1130CST one calendar day in advance.

· During periods of high demand, intra-day flexibility is reduced and prices are very volatile.

2. Electric Market day ahead purchase level not known until well after the initial gas scheduling deadline. (While other scheduling opportunities are available, the degree of flexibility to accommodate large volume changes in quantity or location of off-take decreases significantly in extreme winter weather conditions.)

3. Recall of Economic Outage approvals after standard gas scheduling deadline increases level of difficulty in purchasing sufficient gas to return to service depending on return to service time requested.

· Prior to initial day ahead gas scheduling deadline, firm gas contract holders can schedule delivery with relatively high certainty.

· Especially during periods of extreme weather conditions, firm must be timely nominated by 11:30 AM CST or go unused.  After initial gas scheduling deadline, it is possible to schedule subsequent changes (e.g., redirect deliveries), but this flexibility decreases under extreme winter weather conditions. In addition, under extreme winter weather, procurement of intra-day gas has limitations and effecting delivery to specific points on the interstate pipeline system is subject to limitations.

4. Generator owners face choice of either:

· Selling gas to achieve revenue certainty  and avoiding both gas market risks (large gas imbalance charges) and electric market risks (lower than expected dispatch rate or inadequate energy prices), or

· Scheduling gas for delivery at generating station in the hopes of having energy purchased (level and price unknown at initial gas scheduling deadline) in all hours at full load. If scheduled gas is not consumed through electric generation, supply may be inefficiently withheld from the gas market., or

· Scheduling gas for delivery at generating station and self-scheduling (price taker in the energy spot market) in the hope that energy margin will cover market price of gas. 

II. Market Product Design Sub-Issues:

(A.) Certain market rules exacerbate the scheduling risks faced by gas fired generators (described above).

Explanation:

1. Restrictions on frequency of update to start-up times.

2. Restriction on frequency of update to start-up and no load bid components.

3. Restriction on incremental energy prices. 

· prohibition of re-bidding incremental energy prices where any MWH scheduled in the day ahead market.

· Price must be uniform for all 24 hours (increasing likelihood that gas scheduled to meet off-peak hours would not be consumed.)

· Lack of ability to re-bid in real time. 

(B.) ISO-NE operating needs may require a reliability service of the degree not currently procured under the current market rules.

Explanation:

1. Only advance electric product purchases are UCAP (several days in advance of month) and Forward Reserves (only applies to a small portion of generating capability and largely targeted at quick start resources.)

2. UCAP sale does not require a generator owner to reserve (and schedule) its fuel in advance of energy sale (other than posturing of hydro fuel under OP4 where postured units compensated for lost opportunity costs incurred). 

3. Forced outage impact on future UCAP credit intended to provide sufficient incentive to maximize availability of operable capability. 

4. Even best efforts under Economic Outage process may not overcome scheduling impacts on gas pipelines if recall notice issued after initial gas scheduling deadline. 

5. Short lead time on capacity purchases (several days in advance of month) inconsistent with supporting purchases of firm gas. Generally, contracts for firm transportation and firm supply are for multiple years (typically a minimum of ten years for transportation and 1 year minimum for supply) although a large volume of gas activity exists during “Bid Week” (a few business days prior to the beginning of the month) for base-load monthly transactions. 

6. No mechanism to compensate for cost to support operating reserves (e.g., gas fired generating capability which is not used for generation – perhaps generating capability and related scheduled gas for portion above LOL operation). In addition to generator owner exposure to imbalance charges for undispatched generation, withholding of gas for purposes of backing operating reserve may not be the most efficient use for the aggregate gas/electric market, particularly in extreme winter weather periods.   

(C.) Electric market price signals during the Cold Snap Period did not convey degree of urgency otherwise expected under the described conditions.

Explanation:

1. Much of gas-fired generation offered day ahead was not purchased in the day ahead market.

2. Bilateral interest in advance of day ahead electric market bids did not indicate adequate revenue to cover costs.

3. Day ahead spark spreads were substantially negative as compared to gas sales transacted day ahead.

4. Real time LMP’s very low (and Operating Reserve Charges very high).

III. Transparency/Communication Sub-Issues:

(A.) Non-market price signals did not convey an operational concern to market suppliers prior to the recall of Economic Outages in late morning of 1/15/04.

Explanation:

1. Morning report revealed excess reserve.

2. No OP4 declared.

3. MS2 detail initially only given to the districo’s and the states.

IV. State Regulatory Issues:

(A.) Where certain dual fuel equipment capability did exist during the Cold Snap, regulatory restrictions prevented its use.

Explanation:

1. Environmental permit restrictions which limit alternate fuel use to instances where gas “physically unavailable” (pipelines not able to transport gas) apply to certain units.   

V. Utilization of existing dual fuel capabilities

(A.) Document the current capability of dual fuel (natural gas/other) across NEPOOL

(B.) Define the limitations under which the alternate fuel can be utilized

(C.) Describe the capabilities of each facility while on the alternate fuel

1. Number of hours of full load output on-site  (typical, maximum)

2. Logistics required to replenish alternate fuel after a period of utilization (ship, pipeline, truck, etc)

(D.) Ability to change fuel types "on the fly"

1. If a shut down is required, what market rules need consideration to facilitate keeping the generator whole during the "fuel switch period"?

2. What latitude can the ISO have in ordering the switch?  

3. What criteria must be met?  

4. What input is needed from gas pipeline operators to assist in the decision making process? 

	41492153_1.DOC  066227-10120
March 31, 2004 6:11 PM
 
	
	


	41492153_1.DOC  066227-10120
March 31, 2004 6:11 PM
 
	-5-
	



