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November 29, 2005 
 
 
Via Hand Delivery 

 
Honorable Magalie R. Salas, Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, D.C. 20426 
 

Re: ISO New England Inc., Docket No. ER06-_____-000; 

Additional Interim Amendments to  

Market Rule 1 for Winter 2005/2006______________ 

 
Dear Ms. Salas: 
 

Pursuant to Section 205 of the Federal Power Act (“FPA”),1 ISO New England Inc. (the 
“ISO”) submits an original and six (6) copies of this transmittal letter and the additional interim 
revisions to Market Rule 12 attached hereto (collectively, the “Supplemental Winter Package”)3 
to aid the ISO in implementing its Winter 2005/2006 Action Plan (as defined below).  The 
Supplemental Winter Package will complement the Market Rule 1 changes (collectively, the 
“Winter Package”) filed by the ISO and the New England Power Pool (“NEPOOL”) on October 
28, 2005 in Docket No. ER06-89 (the “Winter Package Filing”). 

                                                 
1
  See 16 U.S.C. § 824(d) (2005). 

2  Market Rule 1 is Section III of the ISO New England Inc. Transmission, Markets and 
Services Tariff (the “Tariff”).  Capitalized terms not otherwise defined in this letter have 
the meanings ascribed thereto in the Tariff. 

3 As described further herein, the Supplemental Winter Package consists of a proposed 
revision to Section III.1.7.6(a) of Market Rule 1, a new Section III.F.2.6.6 of Appendix F 
to Market Rule 1, and a modification to the new Appendix I of Market Rule 1 filed as 
part of the Winter Package Filing. 
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Due to the approaching cold weather season in New England, the ISO is submitting this 
filing before it has been fully considered within the NEPOOL process.  Both of the Market Rule 
changes in the Supplemental Winter Package, however, were requested within that NEPOOL 
process, with the understanding that they would be submitted to the Commission for 
effectiveness simultaneously with the Winter Package.  Under these circumstances and to the 
extent necessary, these changes are being submitted pursuant to the ISO’s authority under 
Section 11.2 of the Participants Agreement, which provides in pertinent part that “in Exigent 
Circumstances, ISO may unilaterally, upon written notice to the Participants Committee and 
Individual Participants, file with the Commission pursuant to Section 205, if necessary, and 
implement a new or amended Market Rule.”4  The NEPOOL Participants Committee is meeting 
on December 2, 2005, and the agenda for that meeting includes consideration of these changes.5 

In order to obtain the full benefits of the Supplemental Winter Package for the targeted 
period, the ISO requests expedited consideration of the Supplemental Winter Package, a 
shortened comment period of 14 days, and its acceptance with an effective date of December 1, 
2005.6  Consistent with the Winter Package, the Market Rule changes included in the 
Supplemental Winter Package will automatically “sunset” on March 31, 2006.7 

Like the Winter Package, the Supplemental Winter Package:  (i) is designed to enhance 
the reliability of New England bulk power system operations during the coming winter, in which 
natural gas and other generating fuels may be in short supply due to hurricane damage in the 

                                                 
4 “Exigent Circumstances” are defined as “circumstances such that ISO determines in good 

faith that (i) failure to immediately implement a new Market Rule, Operating Procedure, 
Reliability Standard, provision of the Information Policy, Non-TO OATT Provision or 
Manual would substantially and adversely affect (A) System reliability or security, or (B) 
the competitiveness or efficiency of the New England Markets, and (ii) invoking the 
procedures set forth in Section 11.1, 11.3 or 11.4 would not allow for timely redress of 
ISO’s concerns.” 

5 As noted herein, earlier versions of the Market Rule changes included in the 
Supplemental Winter Package were presented to the Markets Committee at its October 16 
and 17, 2005 meeting.  Note that a change to Section III.1.7.6 of Market Rule 1 was 
already supported through a resolution approved by the NEPOOL Participants at its 
November 4, 2005 meeting as explained further herein. 

6 As discussed in Section V below, the ISO requests waiver of the 60-day notice 
requirement of 18 C.F.R. § 35.3(a) (2005). 

7 As discussed below, Appendix I sets forth the Market Rule 1 text that will be restored 
effective April 1, 2006. 
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Gulf of Mexico region; and (ii) will complement Appendix H to Market Rule 1,8 which also 
specifies actions to increase system reliability during cold weather conditions. 

The ISO emphasizes that it is difficult to predict at this time the amount of natural gas 
supply that will be available to New England during the coming winter months.  Nor is it 
possible to predict with any reasonable certainty whether extreme cold weather will develop that 
could operate in tandem with gas or fuel-oil shortages to create electric energy shortages in New 
England.  Nonetheless, based on the facts and projections currently available, it is prudent to take 
the steps reflected in the Supplemental Winter Package to prepare for contingencies, in the event 
that they materialize. 

I. STANDARD OF REVIEW 

The ISO submits these changes to its filed rate pursuant to Section 205 of the FPA, which 
“gives a utility the right to file rates and terms for services rendered with its assets.”9  Under 
Section 205, the Commission “plays ‘an essentially passive and reactive’ role”10 whereby it “can 
reject [a filing] only if it finds that the changes proposed by the public utility are not ‘just and 
reasonable.’ ”11  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.”12  The changes proposed 
herein “need not be the only reasonable methodology, or even the most accurate.”13  As a result, 
even if an intervenor or the Commission develops an alternative proposal, the Commission must 
accept the ISO’s Section 205 filing if it finds it is just and reasonable.14 

                                                 
8 Revisions to Appendix H (“Operations During Cold Weather Conditions”) were filed 

with the Commission on September 8, 2005 as part of a Partial Settlement Agreement in 
Docket No. ER05-508-000.  The settlement has been certified by the Honorable Herbert 
Grossman and is awaiting Commission action. 

9  Atlantic City Elec. Co. v. FERC, 295 F.3d 1, 9 (D.C. Cir. 2002).   

10
  Id. at 10 (quoting City of Winnfield v. FERC, 744 F.2d 871, 876 (D.C. Cir. 1984)).   

11  Id.   

12  City of Bethany v. FERC, 727 F.2d 1131, 1136 (D.C. Cir. 1984).   

13  Oxy USA, Inc. v. FERC, 64 F.3d 679, 692 (D.C. Cir. 1995).   

14  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)).   
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II. STATEMENT OF ISSUES 

The issue presented by this filing is whether the Market Rule 1 changes included in the 
Supplemental Winter Package are just and reasonable. 

III. BACKGROUND:  WINTER 2005/2006 ASSESSMENT AND ACTION PLAN, THE 

WINTER PACKAGE AND THE GENESIS OF THE SUPPLEMENTAL WINTER 

PACKAGE 

Discussion of the Winter 2005/2006 Assessment and Action Plan, and the genesis of the 
Winter Package, was included as Section III of the Winter Package filing in Docket No. ER06-
89.  In the interest of avoiding repetition, that discussion is incorporated herein by reference.15 

Understanding of the impact of the hurricanes on future gas supply is still evolving and 
the Winter Package and the Supplemental Winter Package of necessity were completed on a 
highly accelerated basis.  By way of background, the ISO presented to NEPOOL on October 13, 
2005 the proposed changes to Market Rule 1 that subsequently became the Winter Package.  
Within six days thereafter, on October 19, 2005, the appropriate NEPOOL Technical 
Committees considered the Market Rule changes and made recommendations to the Participants 
Committee.  Just two days later, the Participants Committee voted to support each of the 
elements of the Winter Package.  The Winter Package was filed with the Commission on 
October 28, 2005 in Docket No. ER06-89. 

One of the clarifying changes to Section III.F.2.6.2 of Appendix F (relating to 
“posturing” of generating Resources) included in the Winter Package was supported by the 
NEPOOL Participants Committee in a resolution that included the following understanding:  “it 
being understood that Resources who are postured as a result of this Rule change are not to be 
economically harmed because of that posturing and the ISO and the Markets Committee are to 
recommend as appropriate additional changes that may be necessary to reflect this conceptual 
agreement for effectiveness coincident with the change in the posturing rules.”16  

The new subsection of Section III.F.2.6 included with the Supplemental Winter Package, 
i.e., Section III.F.2.6.6, directly responds to this resolution.  At its meeting on November 17, 
2005, the Markets Committee voted with 74.67 percent in favor to support a slightly different, 
earlier version of Section III.F.2.6.6 than the one presented herewith.  The previous version was 
developed during the course of the meeting by the ISO and NEPOOL Participants.17  The version 
submitted herewith maintains the core ideas presented to the Markets Committee; however, 

                                                 
15 See the Winter Package Filing at 3-6. 

16 Attachment 5 to the Winter Package Filing contains information concerning the 
NEPOOL vote on this resolution (see “Vote 4” in that Attachment). 

17 A copy of Section III.F.2.6.6 redlined against the version that was approved by the 
Markets Committee is attached hereto as Attachment 3. 
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following such meeting, during internal review of the provision, the ISO discovered that the 
provision, as approved by the Markets Committee, was inconsistent with the settlements 
methodology in New England.  In light of the need to file the change to Section III.2.6 before 
December 1, 2005 to (in the words of the NEPOOL resolution) keep the effectiveness of this 
change “coincident with the change in the posturing rules” and considering that another meeting 
of the NEPOOL Participants Committee would not occur until December 2, 2005, the ISO is 
filing this changed version pursuant to Section 11.2 of the Participants Agreement.  In the event 
that the NEPOOL Participants Committee recommends further changes to this provision at its 
December 2 meeting, the ISO may submit conforming changes to its proposed language. 

Also, as indicated in the Winter Package transmittal letter, the ISO has worked with 
NEPOOL on the development of a new Operating Procedure No. 21 (“OP21”) to provide for 
periodic surveys of generator fuel availability and associated measures to anticipate and address 
Emergency Energy situations.  OP21 will complement existing ISO New England Operating 
Procedure No. 4, “Actions During a Capacity Deficiency.” At its November 4, 2005 meeting, the 
NEPOOL Participants Committee voted with 75.16 percent in favor to support OP21.18  The 
resolution adopted by the committee provides: 

Resolved, that the Participants Committee supports the adoption 
and implementation of Operating Procedure No. 21 as approved by 
the Reliability Committee and as distributed to the Participants 
Committee for its November 4, 2005 meeting, together with any 
changes as were made at the meeting, and any other non-material 
changes as are approved by the Chair and Vice-Chair of the 
Reliability Committee on the condition that Section III.1.7.6 of 
Market Rule 1 is further amended to refer to the interim change in 
dispatch to posture resources under OP21 and the amendment is 
subsequently filed with the FERC on or before December 1, 2005 
for acceptance or approval. 

The change to Section III.1.7.6(a) included in the Supplemental Winter Package is 
consistent with the November 4 action of the NEPOOL Participants Committee.19  It was 
discussed with the NEPOOL Markets Committee and the language was worked out with the 
Participant representative that made this request as accepted by the Participants Committee. 

The use of a sunset date of March 31, 2006 for the Supplemental Winter Package, as in 
the case of the Winter Package, will allow the ISO and the Market Participants to evaluate afresh 

                                                 
18 A copy of OP21 is provided for the Commission’s background information as 

Attachment 4 hereto.  

19 A tabulation of the vote regarding OP 21 is attached as Attachment 1 to NEPOOL’s 
Motion for Leave to Answer and Answer filed in Docket No. ER06-89-000 on November 
23, 2005. 
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whether and to what extent these or other measures should persist beyond this winter and, in 
particular, whether they are needed for upcoming winter seasons. 

IV. DESCRIPTION OF, AND JUSTIFICATION FOR, THE SUPPLEMENTAL 

WINTER PACKAGE  

A. Supplemental Posturing Payments (new Section III.F.2.6.6) 

As discussed in Section III, above, in response to concerns expressed in the NEPOOL 
resolution supporting Market Rule 1 posturing changes about the sufficiency of the 
compensation for direct costs incurred by a generating Resource when postured, new Section 
III.F.2.6.6 provides a mechanism for obtaining recovery of such costs. 

Section III.F.2.6.6 provides for interim payment of direct costs (excluding incremental 
financial assurance costs, if any) associated with fuel procured but not delivered as scheduled 
(e.g., liquidated damages, imbalance charges) imposed by a third party under a fuel contract or a 
FERC-approved tariff, which would not have been incurred but for the posturing of that 
Resource by the ISO and can be verified by the ISO (“Direct Posturing Costs”).  To receive ISO 
verification and interim payment, a “Posturing Cost Claim” must be submitted by the Resource 
within ten business days of the date on which the ISO’s Monthly Statement for Non-Hourly 
Charges is issued for the day on which the posturing occurred, and must include documentation 
of the asserted Direct Posturing Costs (including a reasonable demonstration by the Market 
Participant to mitigate its direct costs).  The ISO will implement the results of this review in the 
settlements process. 

The ISO will include such verified Direct Posturing Costs, if any, in the Market 
Participant’s next applicable Monthly Statement for Non-Hourly Charges issued no earlier than 
ten business days after the submitted costs are verified and the Market Participant is notified.  A 
Market Participant may make a Posturing Cost Claim only where it has submitted all relevant 
fuel contracts (including a demonstration of its reasonableness relative to normal industry 
practice and/or historical contract terms and conditions for the Resource) and FERC-approved 
tariffs to the ISO in advance of the posturing event.  The ISO will reject any Posturing Cost 
Claim that is not supported by a previously submitted fuel contract or FERC-approved tariff. 

Note that two changes have been made to this provision from the version that was 
approved by the Markets Committee.  The changes to the proposed language are intended to 1) 
clarify the process by which the dollar amount of a supplemental posturing payment is 
determined and 2) require that additional information be submitted which will simplify 
administration of the new provisions.  Both changes are described in further detail below. 

The changes relating to the determination of dollar amounts are intended to make clear 
that there will be no netting against other market-related revenues of ISO-verified direct costs for 
fuel procured but not delivered as scheduled.  If a generator is not compensated for these direct 
costs, the generator may not be made whole for the costs incurred as a result of following the 
ISO’s dispatch instructions during the posturing event.  The direct costs being sought are limited 
to such items as liquidated damages or imbalance charges and the Participant is required under 
other existing language of this section to mitigate these damages or charges.  There are no other 
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incremental revenues through the ISO-administered markets to offset those costs.  Therefore, the 

ISO will credit the generator with the full amount of the verified Direct Posturing Costs in 
addition to all other market revenues.  These costs will be allocated in the same manner as the 
Posturing Credits under Section III.F.3.1 of Appendix F. 

The changes related to the timing and content of information submittals to the ISO are 
intended to allow the ISO to obtain and process claims promptly and in a manner that conforms 
to the existing settlement process (timing of submittals) and to have sufficient documentary 
information to understand and verify the claimed costs in timely fashion (content of submittals). 

Thus, new Section III.2.6.620 as proposed is just and reasonable because it will permit 
compensation for costs of enhancing regional reliability during the Winter 2005/2006 period. 

B. Clarification Re Posturing (revised Section III.1.7.6(a)) 

As discussed in Section III, as well, the NEPOOL resolution supporting the adoption of 
OP21 called for Market Rule 1 to be “amended to refer to the interim change in dispatch to 
posture resources under OP21” and such amendment to be filed with the Commission on or 
before December 1, 2005 for acceptance or approval.  As the ISO and NEPOOL explained in the 
Winter Package Filing, Market Rule 1 provides significant authority over the dispatch of 
Resources, including the posturing thereof, within the New England Control Area.21  However 
certain Market Participants have raised concern that another provision of Market Rule 1, Section 
III.1.7.6, specifically limits the ISO’s authority to posture Resources to consideration of factors 
within the current (Real-Time) and next dispatch day (Day-Ahead).  While the ISO does not 
agree with this interpretation of Market Rule 1, in order to add clarity to Market Rule 1 with 
respect to any posturing that the ISO engages in to maintain reliability this winter, the ISO, in 
consultation with Market Participants and NEPOOL counsel, developed language for insertion 
into Section III.1.7.6, which is described below. 

The revision to Section III.1.7.6 is designed to address this input, and provide clarity 
regarding the ISO’s existing posturing authority.  In short, the added language paraphrases the 
paragraph of OP21 that refers to posturing and conforms to the existing language in Market Rule 
1 on posturing authority.22  Specifically the following insertion has been made into Section 
III.1.7.6: 

                                                 
20 A conforming change to the table of contents of Appendix F to Market Rule 1 is also 

included as part of the Supplemental Winter Package. 

21 See Winter Package Filing at 9. 

22 Specifically, Part II.B of OP21 provides:  “Step 3:  Decrease ISO scheduled generation 
(posturing) and operate dispatchable pumps out of merit to maintain or improve energy 
availability by maintaining or improving energy storage levels.  This posturing or out-of-
merit operation may be necessary for the current day taking into account future day 
requirements and available fuel resources. (An ISO responsibility)” 
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Without any limitation as to the ISO’s general authority with 
respect to scheduling and dispatch, during the period December 1, 
2005 through March 31, 2006, ISO scheduling and dispatch may 
take into account the availability of fuel resources beyond the 
current day and deviate from the normal security constrained 
economic Energy dispatch solution for a generating Resource 
produced by the Technical Software for the purpose of maintaining  
sufficient Operating Reserve (both on-line and off-line) levels or 
for the provision of voltage or VAR support in future days, and 
Resources so postured for future days shall be compensated 
pursuant to Section III.F.2.6. 

Note that this change has been slightly modified from the proposed language that was 
presented to the Markets Committee for discussion at its November 16, 2005 meeting.  The 
language has been modified to make this provision consistent with the definition of posturing set 
forth in Section III.F.2.6. 

This change is just and reasonable because it provides additional clarity that can help 
Market Participants better understand measures undertaken by the ISO to protect and enhance 
energy availability. 

C. Modification to Appendix I 

As noted above, the ISO proposes that both of the foregoing Market Rule revisions in the 
Supplemental Winter Package will expire after March 31, 2006.  By modifying Appendix I filed 
with the Winter Package, the ISO has similarly committed to file with the Commission, on or 
around April 1, 2006, tariff sheets that will undo the two changes to Market Rule 1 associated 
with the Supplemental Winter Package. 

V. REQUESTS FOR SHORTENED COMMENT PERIOD, EXPEDITED 

CONSIDERATION AND WAIVER 

The ISO requests a shortened, 14-day comment period and expedited consideration and 
acceptance of the Supplemental Winter Package with an effective date of December 1, 2005 in 
order to address fuel supply issues during the rapidly approaching winter season.23  While the 
occasions on which these measures are necessary may be infrequent, the need could occur at any 
time this winter.   

In addition, good cause exists for waiver of the Commission’s 60-day notice requirement.  
The pressing need for the Supplemental Winter Package has been explained above, and the 

                                                 
23 In his opening statement at the Commission’s October 12, 2005 conference, 

“Commission Plans to Address Potentially Tight Winter Energy Supplies of Natural 
Gas,” Chairman Kelliher noted that the Commission “stands ready to act quickly on 
emergency filings to authorize efficient use of existing gas infrastructure.” 
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pressing need for the Winter Package, which the Supplemental Winter Package supports, has 
been explained in the filing letter in Docket No. ER06-89.  Several special meetings of the 
Markets, Reliability and Participants Committees have been held to consider an appropriate 
response to the aftermath of Hurricanes Katrina and Rita.  The ISO has worked and continues to 
work closely with NEPOOL in the development of the Winter Package, the Supplemental Winter 
Package and other related elements of the Winter 2005/2006 Action Plan.  Market Participants 
are well aware of the nature of the Energy shortage concerns of the ISO, and of the elements of 
the Supplemental Winter Package, and have had the opportunity to provide input on the 
Supplemental Winter Package. 

In furtherance of this request for expedited consideration, the ISO respectfully requests 
that the Commission require that the deadline for submitting protests and comments with regard 
to this filing be no longer than 14 days from the date hereof.  In addition, the ISO requests that 
the Commission direct that any responses to comments and protests be submitted within 5 days. 

VI. ADDITIONAL SUPPORTING INFORMATION 

The following information is provided pursuant to Section 35.13 et seq. of the Code of 
Federal Regulations:   

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

• This transmittal letter; 

• revised tariff sheets of Market Rule 1 reflecting the changes proposed by this filing 
(Attachment 1); 

• revised tariff sheets of Market Rule 1 marked to show changes to the currently effective 
sheets proposed by this filing (Attachment 2); 

• a copy of OP 21 (Attachment 3); 

• Section III.F.2.6.6 marked to show changes from the version approved by the Markets 
Committee at its November 17, 2005 meeting (Attachment 4); 

• a list of Participants Committee members and alternates to whom a copy of this filing has 
been sent electronically, along with a list of non-Participant Transmission Customers to 
which a paper copy of this filing has been sent (Attachment 5); and 

• a list of governors and utility regulatory agencies in Connecticut, Maine, Massachusetts, 
New Hampshire, Rhode Island and Vermont to which a copy of this filing has been sent 
(Attachment 6). 

35.13(b)(2) - The ISO requests waiver of the 60-day notice requirement of 18 C.F.R. § 
35.3(a) (2005) and that the Commission accept the Supplemental Winter Package effective as of 
December 1, 2005. 
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35.13(b)(3) - Attachment 5 to this transmittal letter includes the names and addresses of 
all Participants Committee members and alternates, who represent all of the electric utilities 
rendering or receiving service under the Second Restated NEPOOL Agreement, as well as each 
of the independent power producers, marketers, brokers, load aggregators, consumer-owned 
utility systems, demand response providers, merchant transmission providers, and end users that 
are currently NEPOOL Participants.  All Participants Committee members and alternates have 
been furnished with an electronic copy of this filing, together with this transmittal letter and the 
accompanying materials.  All non-Participant Transmission Customers, also listed in Attachment 
5, have also been sent a paper copy of this filing.  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 which comprise the New England Control Area, and to the New England 
Conference of Public Utility Commissioners, Inc.  The names and addresses of these governors 
and regulatory agencies are shown in Attachment 6.  In accordance with Commission rules and 
practice, there is no need for the entities identified on Attachments 5 and 6 to be included on the 
Commission’s official service list in the captioned proceedings unless such entities become 
intervenors in this proceeding. 

35.13(b)(4) - A description of the rate schedule changes is contained in this transmittal 
letter and the Attachments referenced herein. 

35.13(b)(5) – A statement of the reasons for this filing is discussed in this transmittal 
letter. 

35.13(b)(6) – The ISO’s approval of these changes is evidenced by this filing.  
NEPOOL’s consideration of these changes is described in the preceding portions of this 
transmittal letter. 

35.13(b)(7) –The ISO has any 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. 

35.13(c)(1) - The changes, if any, in sales, services and revenues in the markets due to the 
proposed rule change cannot be reasonably forecasted and no comparison with earlier sales, 
services, and revenues is possible.  

35.13(c)(2) - The ISO does not provide services under other rate schedules that are 
similar to the wholesale resale and transmission services it provides under the Tariff. 

35.13(c)(3) - No specifically assignable facilities have been or will be installed or 
modified in order to implement the Supplemental Winter Package. 
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Correspondence and communications regarding this filing should be addressed to the 
undersigned for the ISO as follows: 

Maria A. Gulluni* 
ISO New England Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 
Tel:  (413) 535-4000 
Fax:  (413) 535-4379 
E-mail:  mgulluni@iso-ne.com 

Howard H. Shafferman* 
Ballard Spahr Andrews & Ingersoll, LLP 
601 13th Street NW 
Suite 1000 South 
Washington, DC 20005-3807 
Tel:  (202) 661-2200 
Fax:  (202 661-2299 
E-mail:  hhs@ballardspahr.com  

 

*Persons designated for service 
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Please acknowledge receipt of the foregoing by date-stamping the enclosed extra copies 
of this filing and returning them to the courier delivering this filing. 

Respectfully submitted, 
 

ISO NEW ENGLAND INC. 
 

 
By:_______________________________ 

Kathleen A. Carrigan 
Senior Vice President and General Counsel 
Maria A. Gulluni 
Senior Counsel 
ISO New England Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 
(413) 535-4000 
 

By:_______________________________ 
Howard H. Shafferman 
Patrick R. Gillard 
Ballard Spahr Andrews & Ingersoll, LLP 
601 13th Street, N.W., Suite 1000 South 
Washington, D.C.  20005 
(202) 661-2200 

 
 

November 29, 2005 

 



 

  

Attachment 1 

 



ISO New England Inc.   1st Rev Sheet No. 7064 
FERC Electric Tariff No. 3  Superseding Original 7064 
Section III – Market Rule 1 – Standard Market Design 
Section III.1 – Market Operations 
   

    
Issued by:  Kathleen A. Carrigan, Senior Vice President and General Counsel Effective:  December 1, 2005 
Issued on:  November 29, 2005 
 
  

III.1.7.4 [Reserved.] 

III.1.7.5 [Reserved.] 

III.1.7.6 Scheduling and Dispatching. 

(a) The ISO shall schedule Day-Ahead and schedule and 

dispatch in Real-Time Resources economically on the basis 

of least-cost, security-constrained dispatch and the prices 

and operating characteristics offered by Market 

Participants.  The ISO shall schedule and dispatch 

sufficient Resources of the Market Participants to serve the 

New England Markets energy purchase requirements under 

normal system conditions of the Market Participants and 

meet the requirements of the New England Control Area 

for ancillary services provided by such Resources.  Without 

any limitation as to the ISO’s general authority with respect 

to scheduling and dispatch, during the period December 1, 

2005 through March 31, 2006, ISO scheduling and dispatch 

may take into account the availability of fuel resources 

beyond the current day and deviate from the normal 

security constrained economic Energy dispatch solution for 

a generating Resource produced by the Technical Software 

for the purpose of maintaining  sufficient Operating 

Reserve (both on-line and off-line) levels or for the 

provision of voltage or VAR support in future days, and 

Resources so postured for future days shall be compensated 

pursuant to Section III.F.2.6. 



ISO New England Inc. 2nd Rev Sheet No. 8004 
FERC Electric Tariff No. 3 Superseding 1st Rev 8004 
Section III – Market Rule 1 – Standard Market Design 
Appendix F – Operating Reserve Accounting 
Table of Contents 

   

Issued by:  Kathleen A. Carrigan, Senior Vice President and General Counsel  Effective:  December 1, 2005 
Issued on:  November 29, 2005 
 
 

III.F.2.4.11 Real-Time Credits Allocation - External Transaction Sale .................. 8040 

III.F.2.4.12 Real-Time Credits - Dispatchable Load Pumps.................................... 8041 

III.F.2.4.13 Real-Time Credits Allocation - Dispatchable Load Pumps.................. 8041 

III.F.2.5 Credits for Canceled Pool-Scheduled Resources (Generators) ........................ 8041 
III.F.2.5.1 Information Retrieved........................................................................... 8042 

III.F.2.5.2 Cancelled Start Credit Calculation........................................................ 8043 

III.F.2.5.3 Real-Time Operating Reserve Credit.................................................... 8044 

III.F.2.5.4 RMR Credit........................................................................................... 8044 

III.F.2.5.5 VAR Credit ........................................................................................... 8045 

III.F.2.5.6 Reserved................................................................................................ 8045 

III.F.2.5.7 SCR Credits .......................................................................................... 8045 

III.F.2.5.8 Example ................................................................................................ 8045 

III.F.2.6 Credits for Resources Postured for Reliability ................................................. 8046 
III.F.2.6.1 Information Retrieved........................................................................... 8047 

III.F.2.6.2 Posturing Credit Calculation................................................................. 8047 

III.F.2.6.3 Real Time Operating Reserve Credits .................................................. 8050 

III.F.2.6.4 Real Time VAR Credits........................................................................ 8050 

III.F.2.6.5     Credits for Resources Providing Operating Reserve During 
 Reserve Shortage Condition Pricing Events ......................................... 8050 

III.F.2.6.6 Supplemental Posturing Payments........................................................ 8051 
 

III.F.3. Charges for Operating Reserve...................................................................................8051B 



ISO New England Inc. 1st Rev Sheet No. 8051 
FERC Electric Tariff No. 3 Superseding Original 8051 
Section III – Market Rule 1 – Standard Market Design 
Appendix F – Operating Reserve Accounting 
Operating Reserve Credits 

    

Issued by:  Kathleen A. Carrigan, Senior Vice President and General Counsel Effective:  December 1, 2005 
Issued on:  November 29, 2005 
 
 

calculated in accordance with the provisions of Section III.3 of Market Rule 1 and ISO New 

England Manual 11. 

III.F.2.6.5.1 ISO Actions 

(1) The ISO retrieves the following information: 

(a) list of hours for which Reserve Shortage Condition Pricing 
Events occurred 

(b) list of generating Resources to receive Reserve Shortage 
Opportunity Cost credits in each hour 

(c) Reserve Shortage Opportunity Cost credit amounts by 
generating Resource 

(2) The ISO credits Market Participants for each eligible 
generating Resource for each hour in which a Reserve Shortage 
Condition Pricing Event occurs.  

III.F.2.6.6  Supplemental Posturing Payments. If a generating Resource 

incurs direct costs (excluding incremental financial assurance costs, if any) associated with fuel 

procured but not delivered as scheduled (e.g., liquidated damages, imbalance charges) imposed 

by a third party under a fuel contract or a FERC-approved tariff, and such direct costs would not 

have been incurred but for the posturing of that Resource by the ISO (“Direct Posturing Costs”), 

the Market Participant controlling such a Resource may submit a claim to recover such costs 

(“Posturing Cost Claim”).  A Posturing Cost Claim must be submitted by the Market Participant 
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to the ISO within ten business days of the date on which the ISO’s Monthly Statement for Non-

Hourly Charges is issued for the day on which the posturing occurred, and must include 

documentation of the asserted Direct Posturing Costs.  Within ten business days from the date 

the Posturing Cost Claim and supporting documentation (including a reasonable demonstration 

by the Market Participant to mitigate its direct costs) are received by the ISO, the ISO will 

review the claim and the supporting documentation to determine the amount, if any, of Direct 

Posturing Costs it is able to verify, and will notify the Market Participant accordingly.  The ISO 

will include such verified Direct Posturing Costs, if any, in the Market Participant’s next 

applicable Monthly Statement for Non-Hourly Charges issued no earlier than ten business days 

after the submitted costs are verified and the Market Participant is notified.  A Market Participant 

may make a Posturing Cost Claim only where it has submitted all relevant fuel contracts 

(including a demonstration of its reasonableness relative to normal industry practice and/or 

historical contract terms and conditions for the Resource) and FERC-approved tariffs to the ISO 

in advance of the posturing event.  The contract and tariff submittal must include a listing of 

applicable contract/tariff provisions and an explanation of the application of those provisions in 

determining the claimed amount of Direct Posturing Costs.  The contract and tariff submittal for 

existing contracts and tariffs must be accomplished no later than December 13, 2005 or, in the 

case of contracts entered into or tariffs approved after that date, within 10 business days after



ISO New England Inc. Original Sheet No. 8051B 
FERC Electric Tariff No. 3 
Section III – Market Rule 1 – Standard Market Design 
Appendix F – Operating Reserve Accounting 
Charges for Operating Reserve 

    

Issued by:  Kathleen A. Carrigan, Senior Vice President and General Counsel Effective:  December 1, 2005 
Issued on:  November 29, 2005 
 
 

the contract is executed or the tariff is approved.  The ISO will reject any Posturing Cost Claim 

that is not supported by a previously submitted fuel contract(s) or FERC-approved tariff(s).  

Verified Direct Posturing Costs paid to claimants will be allocated to Market Participants in the 

same manner as the Posturing Credits (as defined in Section III.F.3.1 of this appendix). 

 
III.F.3. Charges for Operating Reserve 

III.F.3.1 Allocation.  The sum of Day-Ahead Operating Reserve Credits for the 

Day-Ahead Energy Market is allocated and charged to Market Participants in proportion to the 

daily sum of their Day-Ahead Load Obligations.  The sum of Real-Time Operating Reserve 
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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 except that positive Real-Time Generation Obligation Deviation at External Nodes 
associated with Emergency energy purchases are not included in this calculation.  As provided 
for in the ISO New England Manuals, generation Resources shall have a 5% or 5 MWh threshold 
when determining such deviations.” 
 
 
Section III.F.3.2.15(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 purchases are not 
included in this calculation 

 
[Note:  External Transaction purchases curtailed by the ISO are omitted from this calculation], 
plus” 

 
III.I.1.3 Posturing Changes 

 
Section III.1.7.6(a) 
 
“The ISO shall schedule Day-Ahead and schedule and dispatch in Real-Time Resources 
economically on the basis of least-cost, security-constrained dispatch and the prices and 
operating characteristics offered by Market Participants.  The ISO shall schedule and dispatch 
sufficient Resources of the Market Participants to serve the New England Markets energy 
purchase requirements under normal system conditions of the Market Participants and meet the 
requirements of the New England Control Area for ancillary services provided by such 
Resources.  Without any limitation as to the ISO’s general authority with respect to scheduling 
and dispatch, during the period December 1, 2005 through March 31, 2006, ISO scheduling and 
dispatch may take into account the availability of fuel resources beyond the current day and 
deviate from the normal security constrained economic Energy dispatch solution for a generating 
Resource produced by the Technical Software for the purpose of maintaining  sufficient 
Operating Reserve (both on-line and off-line) levels or for the provision of voltage or VAR 
support in future days, and Resources so postured for future days shall be compensated pursuant 
to Section III.F.2.6.”
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Section III.F.2.6.2(a) 
 
“Generating Resources Without Daily Energy Restrictions.  For generating Resources without 
daily energy restrictions (generating Resources that are not Limited Energy Resources), the 
posturing credit for each hour of reduced or suspended operation is:” 
 
[remainder of subsection unchanged] 
 
 
Section III.F.2.6.2(b) 
 
“Generating Resources With Daily Energy Restrictions.  For generating Resources with daily 
energy restrictions (generating Resources that are Limited Energy Resources), a credit is 
determined based on an estimate of the daily net opportunity cost in the energy market.   This 
daily net amount shall not be negative.  The posturing credit is:” 
 
[remainder of subsection unchanged]
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Section III.F.2.6.6, regarding Supplemental Posturing Payments, will be removed in its entirety. 
 
Section III.F.3.1 
 
“The sum of Day-Ahead Operating Reserve Credits for the Day-Ahead Energy Market is 
allocated and charged to Market Participants in proportion to the daily sum of their Day-Ahead 
Load Obligations.  The sum of Real-Time Operating Reserve Credits (including posturing 
Credits) including those associated with Synchronous Condensers for the Real-Time Energy 
Market is allocated and charged to Market Participants in proportion to their daily sum of their 
Real-Time Load Obligation Deviations (excluding any difference between Dispatchable Load 
Demand Bids that are cleared in the Day-Ahead Energy Market and revenue quality meter 
readings for Dispatchable Load pumps for the Operating Day that result from operation in 
accordance with the ISO ’s instructions), generation deviations from Day-Ahead amounts and 
the daily sum of the generation deviations from the greater of the hourly aggregate Desired 
Dispatch Point or the Resource’s Economic Minimum Limit.  Real-Time Operating Reserve 
Credits associated with the posturing of facilities are allocated and charged to Market 
Participants in proportion to the daily sum of their Real-Time Load Obligations, excluding Real-
Time Load Obligation associated with postured Dispatchable Load pump operation that is not 
Self-Scheduled or in-merit.” 
 
[remainder of section unchanged] 
 
 

III.I.1.4 Demand Response Winter Supplemental Program 

 
Section III.E.9, instituting the Demand Response Winter Supplemental Program for the period 
December 1, 2005 through March 31, 2006, will be removed in its entirety. 
 
 

III.I.1.5 Winter 2005/2006 Sunset Provisions 

 
This Appendix I, specifying which provisions of Market Rule 1 and its Appendices will sunset 
on April 1, 2006, will be removed in its entirety. 
 



 

  

Attachment 2 
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III.1.7.4 [Reserved.] 

III.1.7.5 [Reserved.] 

III.1.7.6 Scheduling and Dispatching. 

(a) The ISO shall schedule Day-Ahead and schedule and 

dispatch in Real-Time Resources economically on the basis 

of least-cost, security-constrained dispatch and the prices 

and operating characteristics offered by Market 

Participants.  The ISO shall schedule and dispatch 

sufficient Resources of the Market Participants to serve the 

New England Markets energy purchase requirements under 

normal system conditions of the Market Participants and 

meet the requirements of the New England Control Area 

for ancillary services provided by such Resources.  Without 

any limitation as to the ISO’s general authority with respect 

to scheduling and dispatch, during the period December 1, 

2005 through March 31, 2006, ISO scheduling and dispatch 

may take into account the availability of fuel resources 

beyond the current day and deviate from the normal 

security constrained economic Energy dispatch solution for 

a generating Resource produced by the Technical Software 

for the purpose of maintaining  sufficient Operating 

Reserve (both on-line and off-line) levels or for the 

provision of voltage or VAR support in future days, and 

Resources so postured for future days shall be compensated 

pursuant to Section III.F.2.6. 
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calculated in accordance with the provisions of Section III.3 of Market Rule 1 and ISO New 

England Manual 11. 

III.F.2.6.5.1 ISO Actions 

(1) The ISO retrieves the following information: 

(a) list of hours for which Reserve Shortage Condition Pricing 
Events occurred 

(b) list of generating Resources to receive Reserve Shortage 
Opportunity Cost credits in each hour 

(c) Reserve Shortage Opportunity Cost credit amounts by 
generating Resource 

(2) The ISO credits Market Participants for each eligible 
generating Resource for each hour in which a Reserve Shortage 
Condition Pricing Event occurs.  

III.F.2.6.6  Supplemental Posturing Payments. If a generating Resource 

incurs direct costs (excluding incremental financial assurance costs, if any) associated with fuel 

procured but not delivered as scheduled (e.g., liquidated damages, imbalance charges) imposed 

by a third party under a fuel contract or a FERC-approved tariff, and such direct costs would not 

have been incurred but for the posturing of that Resource by the ISO (“Direct Posturing Costs”), 

the Market Participant controlling such a Resource may submit a claim to recover such costs 

(“Posturing Cost Claim”).  A Posturing Cost Claim must be submitted by the Market Participant 

III.F.3. Charges for Operating Reserve 

III.F.3.1 Allocation.  The sum of Day-Ahead Operating Reserve Credits for the 

Day-Ahead Energy Market is allocated and charged to Market Participants in proportion to the 

daily sum of their Day-Ahead Load Obligations.  The sum of Real-Time Operating Reserve
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to the ISO within ten business days of the date on which the ISO’s Monthly Statement for Non-

Hourly Charges is issued for the day on which the posturing occurred, and must include 

documentation of the asserted Direct Posturing Costs.  Within ten business days from the date 

the Posturing Cost Claim and supporting documentation (including a reasonable demonstration 

by the Market Participant to mitigate its direct costs) are received by the ISO, the ISO will 

review the claim and the supporting documentation to determine the amount, if any, of Direct 

Posturing Costs it is able to verify, and will notify the Market Participant accordingly.  The ISO 

will include such verified Direct Posturing Costs, if any, in the Market Participant’s next 

applicable Monthly Statement for Non-Hourly Charges issued no earlier than ten business days 

after the submitted costs are verified and the Market Participant is notified.  A Market Participant 

may make a Posturing Cost Claim only where it has submitted all relevant fuel contracts 

(including a demonstration of its reasonableness relative to normal industry practice and/or 

historical contract terms and conditions for the Resource) and FERC-approved tariffs to the ISO 

in advance of the posturing event.  The contract and tariff submittal must include a listing of 

applicable contract/tariff provisions and an explanation of the application of those provisions in 

determining the claimed amount of Direct Posturing Costs.  The contract and tariff submittal for 

existing contracts and tariffs must be accomplished no later than December 13, 2005 or, in the 

case of contracts entered into or tariffs approved after that date, within 10 business days after
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the contract is executed or the tariff is approved.  The ISO will reject any Posturing Cost Claim 

that is not supported by a previously submitted fuel contract(s) or FERC-approved tariff(s).  

Verified Direct Posturing Costs paid to claimants will be allocated to Market Participants in the 

same manner as the Posturing Credits (as defined in Section III.F.3.1 of this appendix). 

 
III.F.3. Charges for Operating Reserve 

III.F.3.1 Allocation.  The sum of Day-Ahead Operating Reserve Credits for the 

Day-Ahead Energy Market is allocated and charged to Market Participants in proportion to the 

daily sum of their Day-Ahead Load Obligations.  The sum of Real-Time Operating Reserve 
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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 except that positive Real-Time Generation Obligation Deviation at External Nodes 
associated with Emergency energy purchases are not included in this calculation.  As provided 
for in the ISO New England Manuals, generation Resources shall have a 5% or 5 MWh threshold 
when determining such deviations.” 
 
 
Section III.F.3.2.15(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 purchases are not 
included in this calculation 

 
[Note:  External Transaction purchases curtailed by the ISO are omitted from this calculation], 
plus” 

 
III.I.1.3 Posturing Changes 

 
Section III.1.7.6(a) 
 
“The ISO shall schedule Day-Ahead and schedule and dispatch in Real-Time Resources 
economically on the basis of least-cost, security-constrained dispatch and the prices and 
operating characteristics offered by Market Participants.  The ISO shall schedule and dispatch 
sufficient Resources of the Market Participants to serve the New England Markets energy 
purchase requirements under normal system conditions of the Market Participants and meet the 
requirements of the New England Control Area for ancillary services provided by such 
Resources.  Without any limitation as to the ISO’s general authority with respect to scheduling 
and dispatch, during the period December 1, 2005 through March 31, 2006, ISO scheduling and 
dispatch may take into account the availability of fuel resources beyond the current day and 
deviate from the normal security constrained economic Energy dispatch solution for a generating 
Resource produced by the Technical Software for the purpose of maintaining  sufficient 
Operating Reserve (both on-line and off-line) levels or for the provision of voltage or VAR 
support in future days, and Resources so postured for future days shall be compensated pursuant 
to Section III.F.2.6.”
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Section III.F.2.6.2(a) 
 
“Generating Resources Without Daily Energy Restrictions.  For generating Resources without 
daily energy restrictions (generating Resources that are not Limited Energy Resources), the 
posturing credit for each hour of reduced or suspended operation is:” 
 
[remainder of subsection unchanged] 
 
 
Section III.F.2.6.2(b) 
 
“Generating Resources With Daily Energy Restrictions.  For generating Resources with daily 
energy restrictions (generating Resources that are Limited Energy Resources), a credit is 
determined based on an estimate of the daily net opportunity cost in the energy market.   This 
daily net amount shall not be negative.  The posturing credit is:” 
 
[remainder of subsection unchanged]
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Section III.F.2.6.6, regarding Supplemental Posturing Payments, will be removed in its entirety. 
 
Section III.F.3.1 
 
“The sum of Day-Ahead Operating Reserve Credits for the Day-Ahead Energy Market is 
allocated and charged to Market Participants in proportion to the daily sum of their Day-Ahead 
Load Obligations.  The sum of Real-Time Operating Reserve Credits (including posturing 
Credits) including those associated with Synchronous Condensers for the Real-Time Energy 
Market is allocated and charged to Market Participants in proportion to their daily sum of their 
Real-Time Load Obligation Deviations (excluding any difference between Dispatchable Load 
Demand Bids that are cleared in the Day-Ahead Energy Market and revenue quality meter 
readings for Dispatchable Load pumps for the Operating Day that result from operation in 
accordance with the ISO ’s instructions), generation deviations from Day-Ahead amounts and 
the daily sum of the generation deviations from the greater of the hourly aggregate Desired 
Dispatch Point or the Resource’s Economic Minimum Limit.  Real-Time Operating Reserve 
Credits associated with the posturing of facilities are allocated and charged to Market 
Participants in proportion to the daily sum of their Real-Time Load Obligations, excluding Real-
Time Load Obligation associated with postured Dispatchable Load pump operation that is not 
Self-Scheduled or in-merit.” 
 
[remainder of section unchanged] 
 
 

III.I.1.4 Demand Response Winter Supplemental Program 

 
Section III.E.9, instituting the Demand Response Winter Supplemental Program for the period 
December 1, 2005 through March 31, 2006, will be removed in its entirety. 
 
 

III.I.1.5 Winter 2005/2006 Sunset Provisions 

 
This Appendix I, specifying which provisions of Market Rule 1 and its Appendices will sunset 
on April 1, 2006, will be removed in its entirety. 
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 ISO New England Operating Procedure No. 21 

 Action During An Energy Emergency 

 
 
Effective Date: November 4, 2005  
 
REFERENCES: NERC Standard EOP-002 - Capacity and Energy Emergencies 

 NPCC Emergency Operation Criteria A-3 
 NPCC Operating Reserve Criteria A-6 
 NPCC Procedures During Abnormal Operating Conditions C20 

ISO New England Operating Procedure No. 4 – Action During a Capacity 
Deficiency (OP4) 
ISO New England Operating Procedure No. 5 - Generation Maintenance 
and Outage Scheduling (OP5) 

 ISO New England Operating Procedure No. 7 - Action in an Emergency 
(OP 7) 

 ISO New England Operating Procedure No. 8- Operating Reserve and 
Regulation (OP 8) 

 ISO New England Operating Procedure No. 9 – Scheduling and Dispatch 
of External Transactions (OP 9) 

   ISO New England Operating Procedure No. 10 
 Emergency Incident and Disturbance Notifications (OP10) 

 ISO New England Operating Procedure No. 14 – Technical Requirements 
for Generation, Dispatchable and Interruptible Load (OP 14) 

 Master/Local Control Center Procedure No. 2 - Abnormal Conditions 
Alert (M/LCC 2) 
ISO New England, FERC Electric Tariff No. 3, Section III - Market Rule 1 

 ISO New England Manuals 
 ISO New England Inc., FERC Electric Tariff No. 3, Attachment D - ISO    

    New England Information Policy 
 
Local Control Center Instructions: 
 
CONVEX:    TBD 
MAINE:    TBD 
NEW HAMPSHIRE: TBD 
REMVEC:   TBD 
VELCO:   TBD 
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PART I - INTRODUCTION 

 
This Procedure establishes criteria and guides for actions in anticipation of and during energy 
emergencies as directed by the ISO and as implemented by the ISO and the Local Control 
Centers.  Energy emergencies may occur as a result of sustained, wide scale shortages in fuel 
availability to the region’s generation resources.  Such shortages of fuel availability may come in 
many forms, including, but not limited to, severe drought, interruption of natural gas supplies, or 
shortages of oil or coal.  If the impact of the energy shortage is projected to result in the loss of 
operable generating capability that would prevent the ISO from meeting system load and ten 
minute operating reserve requirements, such conditions will be considered an “Energy 
Emergency.”  In response to a projected Energy Emergency, the ISO must take action to dispatch 
the system in such a way as to preserve stored energy resources in the region to avoid wide scale 
loss of operable generating capability due to energy shortages.  
 
Energy Emergencies are envisioned to last longer than capacity deficiencies, which are managed 
through ISO Operating Procedure No. 4 – Actions During a Capacity Deficiency and, under 
extreme circumstances, through ISO Operating Procedure No. 7 – Actions in an Emergency. 
Operable capability deficiencies are typically experienced at seasonal peak load conditions or 
upon the occurrence of other emergent system conditions and tend to last for a few hours per 
event.  Because energy shortages may impact the region’s ability to fully meet system load and 
ten minute operating reserve requirements for weeks or months at a time, actions may need to be 
taken in advance of a projected Energy Emergency to manage and preserve adequate energy 
supplies for the region.  Unless actions are taken to address projected Energy Emergencies, 
shortages of fuel availability may lead to significant losses of operating capacity.  
 
The objectives in establishing this Procedure are: 
 

1. To collect energy availability information from Market Participants to support the 
determination of energy adequacy for the region’s electric power requirements; 

 
2. To raise the awareness of New England consumers, Market Participants, New 

England State officials, regional and national regulators, and regional and national 
reliability organizations of potential energy shortages that may be faced by the region; 
and, 

 
3. To allow for timely implementation of relief available in actions of ISO Operating 

Procedure No. 4 – Actions During a Capacity Deficiency or through implementation 
of load shedding through ISO Operating Procedure No. 7 – Action in an Emergency 
to address future capacity shortages expected as a result of an Energy Emergency. 
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PART II - PROCEDURE 

 
A. DATA COLLECTION AND EVALUATIONS 

 

The ISO will conduct fuel surveys for the Winter Peak Load Season (December – 
February).  The initial fuel survey will use the comprehensive fuel survey form in 
Appendix A of this procedure.  Subsequent surveys performed on a weekly or daily basis 
will use the abbreviated fuel survey form found in Appendix B of this procedure.  The 
ISO shall not modify the availability of any generating resource based on the fuel survey 
information without confirming that status with the generator owner. 
 
When in effect, these surveys will be performed at least every week, and may be 
performed on a daily basis under severe Energy Emergency conditions (i.e., when 
advanced Steps of this Procedure are forecasted to be required), for the duration of the 
period considered to have a potential Energy Emergency.  Any information collected in 
the surveys that is not publicly available information will be considered Confidential 
Information and handled by the ISO in accordance with the ISO Information Policy. 
 
In conjunction with the fuel surveys, the ISO will perform an assessment of system 
generation requirement by fuel type to estimate the amount of generation required to 
serve expected New England system load requirements. This assessment will be used to 
better quantify fuel inventory impacts and highlight potential supplemental fuel needs. 
These studies will normally be updated on a weekly basis and will cover up to an eight-
week operating horizon, concentrating on the first four-week period as the most critical 
for use in identifying the possible need for mitigating measures to address operable 
generating capacity shortfalls resulting in an Energy Emergency. These studies will use 
currently available information for generator availability and operating characteristics, 
including current maintenance schedules and any known forced outages.  Under severe 
energy shortage conditions, this analysis will be updated daily to provide necessary 
guidance to the ISO for implementation of all necessary dispatch actions to address the 
Energy Emergency.  The ISO will indicate the forecasted need for OP21 actions on the 
seven-day load and capacity forecast posted on the ISO website.  http://www.iso-
ne.com/sys_ops/op_frcstng/7day_frcst/index.html 

 
B. IMPLEMENTATION 

 

Whenever the above analysis indicates that energy shortage conditions are forecasted to 
result in an Energy Emergency within the upcoming seven-day load and capacity forecast 
study horizon, the ISO will implement Step 1 and all other necessary Steps in this 
Procedure.  Under potentially severe and sustained energy shortage conditions, it may be 
necessary to implement Steps in this Procedure for periods greater than the normal seven-
day load and capacity forecast horizon.  Use of these Steps, for periods outside of the 
seven-day load and capacity forecast horizon, will be approved by the ISO Chief 
Operating Officer or his/her designee.  
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If the ISO has determined that the region is faced with an Energy Emergency and 
implementation of Part II B. of this Procedure is required, one or more of the following 
Steps beyond Step 1 will be implemented in any order to address the Energy Emergency 
conditions.  The ISO shall report on its website its reason for declaring an Energy 
Emergency and shall update the Participants Committee on a monthly basis on the 
implementation of OP21 and its reasons for declaring an Energy Emergency.  To the 
extent that a Step has more than one possible action, any or all of those actions may be 
implemented as part of that Step: 
 
Step 1:   

Alert the Local Control Centers and Market Participants promptly any time 
implementation of Part II.B. of this Procedure is warranted.   Alert the 
surrounding Control Areas and coordinate with these Areas in accordance with 
NPCC Document A6 - NPCC Operating Reserve Criteria, and NPCC Document 
C20 - Procedures During Abnormal Operating Conditions.  The alerts will be 
issued in accordance with Master/Local Control Center Procedure No. 2 – 
“Abnormal Conditions Alert” (M/LCC 2).  (An ISO responsibility) 

 
Step 2:    

Request that dual-fuel units, that are scheduled to operate, voluntarily switch to 
operation on the fuel source that is not in short supply. (An ISO responsibility) 
 

Step 3:  
Decrease ISO scheduled generation (posturing) and operate dispatchable pumps 
out of merit to maintain or improve energy availability by maintaining or 
improving energy storage levels.  This posturing or out-of-merit operation may be 
necessary for the current day taking into account future day requirements and 
available fuel resources. (An ISO responsibility)  

 
Step 4: 

Implement specific relief measures available through Actions of ISO Operating 
Procedure No. 4 – Actions During a Capacity Deficiency, excluding Action 16. 
(An ISO and LCC responsibility) 
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If the actions in Steps 1 – 4 above do not result in the necessary relief from the forecasted 
regional Energy Emergency, the following Steps may be taken as approved by the ISO 
Chief Operating Officer or his/her designee:  

 
Step 5: 

Implement Action 16 of Operating Procedure No. 4 – Action During a Capacity 
Deficiency: Request New England State Governors to reinforce appeals for 
voluntary load curtailment and the declaration of a Power Warning, as initiated in 
Action 15 of OP4.  

. 
Under extreme conditions, the ISO will seek relief through load shedding actions 
available through implementation of ISO Operating Procedure No. 7 – Action in 
an Emergency. (An ISO responsibility and LCC) 

 
 

 

Cancellation of This Procedure 

 
Typically, the Steps taken under this Procedure will be cancelled once the Energy 
Emergency no longer exists and forecasts indicate no near-term recurrence. 
 
Reports 

 
The ISO will file all required reports in accordance with ISO New England Operating 
Procedure No. 10 - Emergency Incident and Disturbance Notifications.  The ISO will 
notify Market Participants and regional state officials on the implementation and 
cancellation of steps under this procedure.  Within ninety (90) days after OP21 terminates 
the ISO shall issue a report assessing the effectiveness of OP21 in addressing actual and 
potential Energy Emergencies in New England during the Winter 2005/2006 period. 
 
 
Effective Date and Term 

 
This OP21 shall go into effect on November 4, 2005 and shall remain in effect through 
March 31, 2006, after which date it shall terminate automatically. 
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Appendix A 

Fuel Survey Questionnaire 
 

 

UNITS & FUEL TYPES: 

 
1.0 Please indicate the name, Asset ID, and current Seasonal Claimed Capability (Winter & 

Summer) ratings of your individual generating units: 
 
 Unit Name  Asset ID  Winter SCC  Summer SCC 
 
 
 
 
2.0 By individual unit, please indicate (if applicable) the start-up, primary and secondary fuel 

types/sources. 
 
 Unit Name  Start-Up Fuel  Primary Fuel  Secondary Fuel 
 

Please answer the questions under the sections below (as applicable) for the start-up, primary 
and secondary fuel types/sources specified above for each individual unit. 
 

3.0 Is your unit/station permitted for dual fuel operation? If yes, please answer the additional 
questions under the Dual Fuel section. 

 
4.0 Please identify any emissions or other permit constraints that may impact operations for each 

individual unit:  
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COAL: 

 
5.0 What is your coal storage capacity (on-site & off-site in tons and MWhr)? 
 

5.1 Please describe all coal storage constraints, including bunkering that is already in use 
or could be expanded to support extended operation: 

 
5.2 What is the typical coal inventory maintained on site/off-site in MWhr? Tons? 

 
4.2.1 What is your current coal inventory in MWhr? Tons? 

 
5.3 Assuming full storage capacity, and without refill, how long (MWhr & clock time) 

could your unit(s) sustain: 
 

5.3.1 Maximum output: 
 

5.3.2 Half-load output: 
 

5.3.3 Minimum output: 
 
 
6.0 How is coal delivered to the facility (rail or barge)? 
 

6.1 Please describe all fuel receiving constraints: 
 

6.2 What arrangements does the facility have with its fuel suppliers? 
_____ Spot delivery based on current market availability 
_____ Contracted minimum delivery volumes.  If yes, please specify the terms.  
_____ Long-term contracts.  If yes, please specify the terms. 
_____ Other (specify below) 
_____________________________________________ 

 
6.3 Are backup suppliers for fuel refill contracted? Please specify. 
 ________________________________________ 

 
 
7.0 What are your projected inventories/deliveries for the next four weeks in MWhr? Tons?  For 

weeks five through eight? 
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FUEL OIL: 

 
9.0 What is your on-site fuel oil storage capacity (in gallons or barrels and MWhr)? 
 

9.1 Please describe all fuel oil storage constraints, including tankage/bunkering that is 
already in use or could be expanded to support extended fuel oil operation: 

 
9.2 What is the typical fuel oil inventory maintained on site in MWhr? Bbls/Gallons? 

 
9.2.1 What is your current oil inventory in MWhr? Bbls/Gallons? 

 
 

9.3 Assuming full storage capacity, and without refill, how long (MWhr & clock time) 
could your unit(s) sustain: 

 
9.3.1 Maximum output: 

 
9.3.2 Half-load output: 

 
9.3.3 Minimum output: 

 
 
10.0 How is fuel oil delivered to the facility (pipeline, truck, barge, rail)? 
 

10.1 Please describe all fuel receiving constraints: 
 

10.2 What arrangements does the facility have with fuel suppliers? 
_____ Spot delivery based on current market availability 
_____ Contracted minimum delivery volumes.  If yes, please specify terms. 
_____ Long-term contracts.  If yes, please specify terms. 
_____ Other 

 
10.3 Are backup suppliers for fuel refill contracted? 

 
 
11.0 What are your projected inventories/deliveries for the next four weeks in MWhr? 

Bbls/Gallons?  For weeks five through eight? 
 
 
 
12 Is your oil-fired unit/station permitted for dual fuel operation? 

If yes, please answer the additional questions under the Dual Fuel section. 
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NATURAL GAS: 

 
13.0 Please describe your station’s natural gas supply and delivery contract information: 
 

13.1 Please describe your station’s natural gas supply contract(s): 
(i.e. firm, interruptible, storage, combination, etc.) 

 
13.2 Please describe your station’s natural gas transportation contract(s): 

(i.e. firm, interruptible, combination, etc.) 
 

13.3 Please identify your station’s natural gas delivery point: 
(i.e. pipeline or LDC meter ID (location) and operational capacity (Dth)) 

 
 
14.0 Is your gas-fired unit/station permitted for dual fuel operation?  If yes, please answer the 

additional questions under the Dual fuel section.  
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DUAL FUEL: 

 
 
 
15.0 Is your unit/station capable of dual fuel operation? 
 If no, please answer question 18.0. 
 If yes, is the equipment in place to burn the secondary fuel (typically oil)? 
 
 
16.0 Please identify any emissions or other permit constraints that may impact dual fuel operation 

this winter. : 
 
 
17.0 What length of time is typically required to switch from fuel oil to gas or gas to fuel oil? 

 
17.1 Please indicate the historical success rate for fuel switching: 

(i.e. number of time fuel switching was attempted and number of times that the 
switching process resulted in a forced or unanticipated outage/reduction of the 
unit/station.) 

 
 
18.0 What is required to achieve dual fuel capability? 
 

18.1 Equipment requirements? 
 

18.2 Fuel storage requirements? 
 

18.3 Time and outage duration required for installation and testing? 
 

18.4 Miscellaneous requirements? 
 
 

 
 
 
 

{End Fuel Survey Questionnaire} 
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[redlined versus MC-supported 11/17/05 version] 

 
III.F.2.6.6 Supplemental Posturing Payments 

 
 
If a generating Resource incurs direct costs (excluding incremental financial assurance costs, if 
any) associated with fuel procured but not delivered as scheduled (e.g., liquidated damages, 
imbalance charges) imposed by a third party under a fuel contract or a FERC-approved tariff, 
and such direct costs would not have been incurred but for the posturing of that Resource by the 
ISO and those direct costs are in excess of all applicable revenues including compensation 
pursuant to Appendix F to Market Rule 1 (“Net Excess Direct Posturing Costs”), the Market 
Participant controlling such a Resource may submit a claim to recover such costs (“Posturing 
Cost Claim”).  A Posturing Cost Claim must be submitted by the Market Participant to the ISO 
within ten business days of the date on which the ISO’s Monthly Services Customer Bill 
Statement for Non-Hourly Charges is issued for the day on which the posturing occurred, and 
must include documentation of the asserted Net Excess Direct Posturing Costs.  Within ten 
business days from the date the Posturing Cost Claim and supporting documentation (including a 
reasonable demonstration by the Market Participant to mitigate its direct costs) are received by 
the ISO, the ISO will review the claim and the supporting documentation to determine the 
amount, if any, of Net Excess Direct Posturing Costs it is able to verify, and will notify the 
Market Participant accordingly.  The ISO will include such verified Net Excess Direct Posturing 
Costs, if any, in the calculation of the Posturing Credit (as defined in Appendix F) in the Market 
Participant’s next applicable Monthly Statement for Non-Hourly Charges issuedServices bill no 
earlier than ten business days after the submitted costs are verified and the Market Participant is 
notified, subject to refund as discussed below.  A Market Participant may make a Posturing Cost 
Claim only where it has submitted all relevant fuel contracts (including a demonstration of its 
reasonableness relative to normal industry practice and/or historical contract terms and 
conditions for the Resource) and FERC-approved tariffs to the ISO in advance of the posturing 
event.  The contract and tariff submittal must include a listing of applicable contract/tariff 
provisions and an explanation of the application of those provisions in determining the claimed 
amount of Direct Posturing Costs.  The contract and tariff submittal for existing contracts and 
tariffs must be accomplished no later than December 13, 2005 or, in the case of contracts entered 
into or tariffs approved after that date, within 10 business days after the contract is executed or 
the tariff is approved.  The ISO will reject any Posturing Cost Claim that is not supported by a 
previously submitted fuel contract(s) or FERC-approved tariff(s).  Verified Direct Postuing Costs 
paid to claimants will be allocated to Market Participants in the same manner as the Posturing 
Credits (as defined in Section III.F.3.1 of this appendix).       
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Newton, MA  02459-3210 

Terri Pollman (Alt.) 
UPC Wind Management, LLC 
Operations and Administrative Manager 
100 Wells Avenue 
 Suite 201 
Newton, MA  02459-3210 

Craig Kieny 
Vermont Electric Cooperative 

182 School Street 
Johnson, VT  05656 

Thomas N. Wies 
Vice President & General Counsel 
Vermont Electric Power Company, Inc. 
366 Pinnacle Ridge Road 
Rutland, VT  05701 

Scott Mallory (Alt) 
Vermont Electric Power Company, Inc. 
366 Pinnacle Ridge Road 
Rutland, VT  05701 

Todd Allard 
Vermont Marble Company 

61 Main Street 
Proctor, VT  05765 

Michael Boyea (Alt) 
Vermont Marble Company 

61 Main Street 
Proctor, VT  05765 

William J. Gallagher  
General Manager 
Vermont Public Power Supply Authority 
P.O. Box 298 
Waterbury Center, VT  05677 

Brian Evans-Mongeon (Alt)  
Manager of Power Supply & Marketing Service 
Vermont Public Power Supply Authority 
P.O. Box 298 
Waterbury Center, VT  05677 

William J. Wallace  
Manager 
Wakefield Municipal Gas and Light Department 
9 Albion Street 
P.O. Box 190 
Wakefield, MA  01880-0390 
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Tim Peet (Alt) 
Wakefield Municipal Gas and Light 

Department 
c/o Mass. Municipal Wholesale Electric Co. 
Moody Street 
P.O. Box 426 
Ludlow, MA  01056-0246 

Mark Noyes 
WebGen Systems Inc. 

41 William Linsky Way 
Cambridge, MA  02142 

Paul Taglianetti (Alt) 
WebGen Systems Inc. 

41 William Linsky Way 
Cambridge, MA  02142 
 
Richard F. Joyce 
Director 
Wellesley Municipal Lighting Plant 
455 Worcester Street 
Wellesley, MA  02481 

Joyce M. D. Wood (Alt) 
Wellesley Municipal Lighting Plant  
c/o Onway Lake Consulting 
11 Forest Road  
Raymond, NH  03077 

John Scirpoli  
Manager 
West Boylston Municipal Lighting Plant 
4 Crescent Street 
West Boylston, MA  01583-1310 

Tim Peet (Alt) 
West Boylston Municipal Lighting Plant 
c/o Mass. Municipal Wholesale Electric Co. 
Moody Street 
P.O. Box 426 
Ludlow, MA  01056-0246 

Richard J. Munson 
Director of Plant Operations 
The Westerly Hospital 

25 Wells Street 
Westerly, RI  02891 

August Fromuth (Alt) 
The Westerly Hospital 

c/o Freedom Energy Partners, LLC 
816 Elm Street 
Suite 364 
Manchester, NH  03101 

Daniel Golubek  (Alt) 
Manager 
Westfield Gas and Electric Light Department 

100 Elm Street 
Westfield, MA  01085-2907 

Tim Peet (Alt) 
Westfield Gas and Electric Light Department 
c/o Mass. Municipal Wholesale Electric Co. 
Moody Street 
P.O. Box 426 
Ludlow, MA  01056-0246 

David K. Singer 
Williams Power Company, Inc. 

One Williams Center 
Tulsa, OK  74172 

Dennis Keener (Alt) 
Williams Power Company, Inc. 

One Williams Center 
Mail Drop 35-7 
P.O. Box 3448 
Tulsa, OK  74101-9567 

Tim Charette 
Power Marketing Executive 
WPS Energy Services Inc. 
1242 Lower Lyndon Street 
Caribou, ME  04736 

Ed Howard (Alt) 
Power Marketing Executive 
WPS Energy Services Inc. 
1242 Lower Lyndon Street 
Caribou, ME  04736 

F. Paul Russo 
ZTECH, LLC 

8 Dow Road 
Bow, NH  03304 
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August Fromuth (Alt)  
ZTECH, LLC 

c/o Freedom Energy Partners, LLC 
816 Elm Street 
Suite 364 
Manchester, NH  03101 
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Miller Hydro Group 
P.O. Box 97 
Lisbon Falls, ME  04252-0097 
 

Massachusetts Government Land Bank 
Devens Commerce Center 
43 Buena Vista 
Ft. Devens, MA  01433 
 

Town of Wolfeboro Municipal Electric Department 
84 S. Main St. 
Wolfeboro, NH  03894 
 

Princeton Municipal Light Department 
168 Worcester Road, PO Box 247 
Princeton, MA 01541  
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Connecticut 
 
The Honorable M. Jodi Rell   Connecticut Department of Public Utility 
State Capitol     Control 
210 Capitol Ave.    10 Franklin Square 
Hartford, CT  06106    New Britain, CT  06051-2605 
 
Maine 
 
The Honorable John E. Baldacci   Maine Public Utilities Commission 
One State House Station   State House, Station 18 
Rm. 236     242 State Street 
Augusta, ME  04333-0001   Augusta, ME  04333-0018 
 
Massachusetts 
 
The Honorable Mitt Romney   Massachusetts Department of Telecommunications 
Office of the Governor   and Energy 
Rm. 360 State House    One South Station 
Boston, MA  02133    Boston, MA 02110 
 
New Hampshire 
 
The Honorable John H. Lynch     New Hampshire Public Utilities Commission 
State House     21 South Fruit Street 
25 Capitol Street    Suite 10 
Concord, NH  03301    Concord, NH  03301-2429 
 
Rhode Island 
 
The Honorable Donald L. Carcieri  Rhode Island Public Utilities Commission 
State House Room 115   89 Jefferson Boulevard 
Providence, RI  02903   Warwick, RI  02888 
 
Vermont 
 
The Honorable James Douglas  Vermont Public Service Board 
109 State Street, Pavilion   112 State Street, Drawer 20 
Montpelier, VT  05609   Montpelier, VT  05620-2701 
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Thomas B. Getz, President 
New England Conference of 
  Public Utilities Commissioners, Inc. 
c/o NH Public Utilities Commission 
21 South Fruit Street, Suite 10 
Concord, NH  03301-2429 
 
William M. Nugent 
Executive Director 
New England Conference of  
  Public Utilities Commissioners, Inc. 
500 U.S. Route 1, Suite 21 C 
Yarmouth, ME  04096  
 
Harvey L. Reiter, Esq. 
Counsel for New England Conference  
   of Public Utilities Commissioners, Inc. 
c/o MORRISON HECKER 
1150 18th Street, NW, Suite 800 
Washington, DC  20036-3816 
 
Power Planning Committee 
New England Governors Conference, Inc. 
76 Summer Street, 2nd Floor 
Boston, MA  02110 
 
 




