DRAFT

Stage One Forward Reserve Market

Overview

This document is a draft that can be used to begin writing of market rules for stage on of the forward reserve market.  Suggestions and redlines are encouraged.

In stage one of the forward reserve market, the product is a resource specific call option.  Supplying resources will be part of the normal dispatch, settlement process and data channels.

Energy Offer Requirements

Qualifying offers must reserve the flexible capacity by entering an energy offer for the capacity at a dispatch rate or strike price above that corresponding to a typical reserve unit, i.e., the resource which currently will most likely provide reserve even in the tightest reserve circumstances.  The purpose behind this capacity reservation price is to hold the resource out of the normal energy market to ensure the resource is available for reserve. 

The minimum strike price or dispatch rate shall be a heat rate times a forward index price for No. 2 Oil.  The heat rate shall be 18,000 BTU/kWh.  The forward index price shall be the average month-before forward price for the next month delivery.  The maximum strike price shall be 2 times the minimum strike price.  Resources with “emergency-only” air permits will qualify with a $1000/MWH offer, and will be dispatched when the price reaches that level.

Other Auction Characteristics

Offers shall be in $/kW-month and shall specify the resource.

Offers shall be for a duration of three years.

The ISO shall adjust offers for non-performance and average repair time.  This shall be done by historic performance or industry averages for the resource type, whichever the ISO decides provides a better estimate.

Resources must be able to provide energy within 10 or 30 minutes, depending on the service sold, when called at qualifying energy prices.  Service is limited to on-peak hours (07:00 to 23:00), weekends and holidays excluded. (Holidays are listed in NEPOOL OP-14, Appendix C).  

The minimum run-time of the resource must be at or below 1 hour.  Resources must be able to provide energy for up to 2 hours. 

Forward reserve capacity units shall be required to be ICAP resources and must comply with all ICAP rules.  They may not de-list their capacity from NEPOOL.  They may sell ICAP internally.

The MW may be either on-line or off-line as long as they are TMOR capable and meet other program requirements.

On-line reserve that wishes to be counted must not be committed by the ISO in the Reliability Adequacy Assessment, or a recipient of Day-Ahead Operating Reserve Credits.  The typical expected unit would be a base-load unit with an expensive top-end.

Like all other NEPOOL units, when a unit is postured (held back), it will be paid according to NEPOOL Manual M-28, Section 5.2.6.  

In the event resources do not offer energy as required in the real-time or day-ahead market, they will lose 1.2 days’ worth of capacity payment for each day in which they fail to comply with the offer requirement.  In the event that the outage is for annual maintenance, the loss of capacity payments shall be reduced to 1 day of capacity payment for every day of outage.  Two annual maintenance outages per year are permitted.

When dispatched, the forward reserve capacity acquired through this market will be eligible to set energy clearing prices according to MR-1 and the associated NEPOOL manuals. 

Cost Allocation

The costs of this market service shall be paid on a load ratio share basis using Network Load.

