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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  
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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 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. 
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III.13.7.1.5.1.1.  Special Provisions for Demand Resources 

that Cleared in the First and Second 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.  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  
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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.  
If across Demand Resource On-Peak Hours, Demand Resource 
Seasonal Peak Hours, Demand Resource Critical Peak Hours, 
Real-Time Demand Response Event Hours, or Real-Time 
Emergency Generation Event Hours, as appropriate, a 
Distributed Generation resource’s monthly average hourly 
output is greater than the monthly average hourly load of the 
end-use customer to which the resource is directly connected, 
the  
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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. 

 
III.13.7.1.5.3.  Demand Reduction Values.  A Demand 

Reduction Value is the quantity of reduced demand, 
calculated at the end-use customer meter, produced 
by a Demand Resource.  All Demand Reduction 
Values are based on reductions in end-use demand 
on the electricity network in the New England 
Control Area coincident with Demand Resource 
On-Peak Hours for On-Peak Demand Resources, 
Demand Resource Seasonal Peak Hours for 
Seasonal Peak Demand Resources, Demand 
Resource Critical Peak Hours for Critical Peak 
Demand Resources, Real-Time Demand Response 
Event Hours for Real-Time Demand Response 
Resources, or Real-Time Emergency Generation 
Event Hours for Real-Time Emergency Generation 
Resources.  The Demand Reduction Value of a 
combined Demand Resource that reduces load and 
generates output simultaneously for a single facility 
shall be its Average Hourly Output, which reflects 
the combined impact of the load reduction and 
Distributed Generation  
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output on reducing overall end-use demand on the 
electricity network in the New England Control 
Area. 

 
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.  
Should a new On-Peak Demand Resource enter 
service at a time such that there is an incomplete set 
of performance data for June, July, August, 
December, or January upon which to establish 
summer or winter seasonal Demand Reduction 
Values, the missing data shall be supplemented with 
engineering estimates or audit results pursuant to its 
Measurement and Verification Plan. 

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 Average Hourly Load 
Reduction or Average Hourly Output in the 
months of June, July and August.  The 
summer seasonal Demand Reduction Value  
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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 Average Hourly Load 
Reduction or Average Hourly Output in the 
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 Reduction Value for those 
months shall be based on the Demand Reduction 
Value established for the previous month.  Should a 
new Seasonal Peak Demand Resource enter service 
at a time such that there is an incomplete set of  
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performance data for June, July, August, December, 
or January upon which to establish summer or 
winter seasonal Demand Reduction Values, the 
missing data shall be supplemented with 
engineering estimates or audit results pursuant to its 
Measurement and Verification Plan.  A Seasonal 
Peak Demand Resource supplier will have the 
option of conducting an audit before the end of a 
month to establish its Demand Reduction Value for 
a subsequent month in which there are no Demand 
Resource Seasonal Peak Hours, provided that the 
audit results shall not supplant the summer or winter 
seasonal Demand Reduction Value based on 
Demand Resource Seasonal Peak Hours for the 
applicable season.  Audit results can be used to 
determine the Demand Reduction Values for all 
subsequent months until the month in which 
Demand Resource Seasonal Peak Hours occur, 
provided, however, that audit results can not be 
used to determine the Demand Reduction Value for 
a month greater than twelve (12) months from the 
date the audit was conducted.  Engineering 
estimates and the procedures for scheduling and 
conducting an audit must be submitted as part of the 
Measurement and Verification Plan set forth in 
Section III.13.1.4.2.2.3. 

 
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 
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simple average of its Average Hourly Load 
Reduction or Average Hourly Output in the 
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 Average Hourly Load 
Reduction or Average Hourly Output in the 
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.  Calculation of Demand Reduction Values 

for Critical Peak Demand 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 Critical Peak Demand Resource shall be 
equal to its Average Hourly Load Reduction or 
Average Hourly Output during Demand Resource 
Critical Peak Hours in the month.  If there are no 
Demand Resource Critical Peak Hours in the 
months of July, August, or January, the Demand 
Reduction Value for those months shall be equal to 
the Demand  
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Reduction Value established for the previous 
month.  Should a new Critical Peak Demand 
Resource enter service at a time such that there is an 
incomplete set of performance data for June, July, 
August, December, or January upon which to 
establish summer or winter seasonal Demand 
Reduction Values, as described above, then the 
missing data shall be supplemented with 
engineering estimates or audit results pursuant to its 
Measurement and Verification Plan.  A Market 
Participant with a Critical Peak Demand Resource 
may conduct an audit of the resource before the end 
of a month to establish its Demand Reduction Value 
for a subsequent month in which there are no 
Demand Resource Critical Peak Hours, provided 
that the audit results shall not replace the summer or 
winter seasonal Demand Reduction Value based on 
Demand Resource Critical Peak Hours for the 
applicable season.  Audit results can be used to 
determine the Demand Reduction Values for all 
subsequent months until the month in which 
Demand Resource Critical Peak Hours occur, 
provided, however, that audit results can not be 
used to determine the Demand Reduction Value for 
a month greater than 12 months from the date the 
audit was conducted.  Engineering estimates and the 
procedures for scheduling and conducting an audit 
must be submitted as part of the Measurement and 
Verification Plan, as set forth in Section 
III.13.1.4.2.2.3. 
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III.13.7.1.5.6.1.  Summer Seasonal Demand 

Reduction Value.  The summer seasonal 
Demand Reduction Value of a Critical Peak 
Demand Resource for September, October, 
November, April and May shall be equal to: 

(i)  the simple average of its Average Hourly 
Load Reduction or Average Hourly 
Output in the most recent months of 
June, July and August if there are no 
Demand Resource Critical Peak Hours 
in the month or  

(ii)  the simple average of:  

(a)  the simple average of its Average 
Hourly Load Reduction or Average 
Hourly Output in the most recent 
months of June, July and August and  

(b)  its Average Hourly Load Reduction 
or Average Hourly Output across the 
Demand Resource Critical Peak 
Hours in the month if there are 
Demand Resource Critical Peak 
Hours in the month. 

III.13.7.1.5.6.2.  Winter Seasonal Demand 

Reduction Value.  The winter seasonal 
Demand Reduction Value of a Critical Peak 
Demand Resource for February and March 
shall be equal to:  

(i)  the simple average of its Average Hourly 
Load Reduction or Average Hourly 
Output in the most recent months of 
December and January if there are no  
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Demand Resource Critical Peak Hours 
in the month or  

(ii)  the simple average of:  

(a)  the simple average of its Average 
Hourly Load Reduction or Average 
Hourly Output in the most recent 
months of December and January 
and  

(b)  its Average Hourly Load Reduction 
or Average Hourly Output across the 
Demand Resource Critical Peak 
Hours in the month if there are 
Demand Resource Critical Peak 
Hours in the month. 

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 the Demand Reduction 
Value established for the previous month.  Should a 
new Real-Time Demand Response Resource enter 
service at a time such that there is an incomplete set 
of performance data for June, July,  
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August, December, or January upon which to 
establish summer or winter seasonal Demand  
Reduction Values for the Real-Time Demand 
Response Resource, then the missing data shall be 
supplemented with audit results pursuant to its 
Measurement and Verification Plan.  A Market 
Participant with a Real-Time Demand Response 
Resource may conduct an audit of the resource 
before the end of a month to establish its Demand 
Reduction Value for a subsequent month in which 
there are no Real-Time Demand Response Event 
Hours, provided that the audit results shall not 
replace the summer or winter seasonal Demand 
Reduction Value based on Real-Time Demand 
Response Event Hours for the applicable season.  
Audit results can be used to determine the Demand 
Reduction Values of a Real-Time Demand 
Response Resource for all subsequent months until 
the month in which Real-Time Demand Response 
Event Hours occur, provided, however, that audit 
results cannot be used to determine the Demand 
Reduction Value for a month greater than 12 
months from the date the audit was conducted.  
Procedures for scheduling and conducting an audit 
must be submitted as part of the Measurement and 
Verification Plan pursuant to Section 
III.13.1.4.2.2.3. 

 
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 
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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  
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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 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. 
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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  
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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 the Demand Reduction 
Value established for the previous month.  Should a 
new Real-Time Emergency Generation Resource 
enter service at a time such that there is an 
incomplete set of performance data for June, July, 
August, December, or January upon which to 
establish summer or winter seasonal Demand 
Reduction Values for the Real-Time Emergency 
Generation Resource, then the Demand Reduction 
Value shall be established using audit results 
pursuant to its Measurement and Verification Plan.  
A Market Participant with a Real-Time Emergency 
Generation Resource may conduct an audit of the 
resource before the end of a month to establish its 
Demand Reduction Value for a subsequent month 
in which there are no Real-Time  
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Emergency Generation Event Hours, provided that 
the audit results shall not replace the summer or 
winter seasonal Demand Reduction Value based on 
Real-Time Emergency Generation Event Hours for 
the applicable season.  Audit results can be used to 
determine the Demand Reduction Values of a Real-
Time Emergency Generation Resource for all 
subsequent months until the month in which Real-
Time Emergency Generation Event Hours occur, 
provided, however, that audit results cannot be used 
to determine the Demand Reduction Value for a 
month greater than 12 months from the date the 
audit was conducted.  Procedures for scheduling 
and conducting an audit must be submitted as part 
of the Measurement and Verification Plan, pursuant 
to Section III.13.1.4.2.2.3. 

 
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  
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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. 

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  
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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 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  
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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 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- 
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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 Load Zone in 
the hour or, starting on June 1, 2011, 
in the same Dispatch Zone in the 
hour. 
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III.13.7.1.5.9.  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. 
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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  
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adjustments in Section III.13.7.2.7) or charge during 
the Capacity Commitment Period as follows: 

 
(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) 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  
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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.   
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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 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] 
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Charge Amount to Capacity Load Obligations in the 
Capacity Zone where Resource is located = 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 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. 
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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. 
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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. 

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 
as the product of the Demand Resource’s Capacity 
Supply Obligation multiplied by the Capacity 
Clearing Price in the Forward Capacity Auction for 
the relevant Capacity Commitment Period or the 
reconfiguration auction clearing price as 
appropriate.  For a New Demand 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) 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  
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Commitment Periods, in whole Capacity 
Commitment Period increments only.  Demand 
Resources shall be subject to Demand Resource 
Performance Penalties and Demand Resource 
Performance Incentives as described in Section 
III.13.7.2.7.5. 

 
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 as the product 
of the resource’s Capacity Supply Obligation 
multiplied by the Capacity Clearing Price (as 
adjusted pursuant to Section III.13.2.7.3(b), if 
applicable) for the relevant Capacity Commitment 
Period or the reconfiguration auction clearing price, 
as appropriate.  Real-Time Emergency Generation 
Resources shall be subject to Demand Resource 
Performance Penalties and Demand  
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Resource Performance Incentives as described in 
Section III.13.7.2.7.5. 

 
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”)  
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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.   

 
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:  
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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:  
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(i) The PER Proxy Unit 
shall be indexed to the 
marginal fuel, which 
shall be the lower of 
ultra low-sulfur No. 2 
oil measured at New 
York Harbor plus a 
seven percent mark-
up 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  
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by the ISO to ensure 
that the heat rate 
continues to reflect a 
level slightly higher 
than the marginal 
generating unit in the 
region 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. 
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III.13.7.2.7.1.1.2.  Monthly PER 
Application. 

(a) The Hourly PER shall be 
summed for the Obligation 
Month to determine the total 
PER for the Obligation 
Month ("Monthly PER").  
The ISO shall then calculate 
the Average Monthly PER 
earned by the proxy unit 
equal to the 12 month rolling 
average Monthly PER prior 
to the Obligation Month.  The 
PER deduction for each 
resource shall be calculated 
as follows: 

PER Adjustment = the 
minimum of the PER cap or 
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. 
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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. 
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III.13.7.2.7.1.2.  Availability Penalties.  
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)) 
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.   
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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, 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  
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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.   

(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  
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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 
Generating Capacity Resources, Import 
Capacity Resources and Self-Supplied FCA 
Resources.  On a monthly basis, penalties 
received from unavailable resources shall be 
redistributed to 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) in  
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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.  Import Capacity 

Resources shall be subject to the same adjustments 
as Generating Capacity Resources as described in 
Section III.13.7.2.7.1. 

III.13.7.2.7.3.  Intermittent Power Resources.  Monthly 
capacity payments to Intermittent Power Resources 
are subject to PER adjustments but are not subject 
to any additional availability penalties. 
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III.13.7.2.7.4.  Settlement Only Resources. 

III.13.7.2.7.4.1.  Non-Intermittent Settlement 
Only Resources.  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. 

III.13.7.2.7.5.1.  Calculation of Monthly Capacity 
Variances.  For each month, the Monthly 
Capacity Variance of a 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 Incentives. 
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III.13.7.2.7.4. Settlement Only Resources 

 
III.13.7.2.7.4.1. Non-Intermittent Settlement 

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

 
III.13.7.2.7.5. Demand Resources 

 
III.13.7.2.7.5.1. Calculation of Monthly Capacity 

Variances.  For each month, the Monthly 
Capacity Variance of a 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 Incentives.
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III.13.7.2.7.5.2. Negative Monthly Capacity 

Variances.  With the exception of 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, if a Demand Resource’s 
Monthly Capacity Variance is a negative 
value, the 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 in the Forward 
Capacity Auction for the relevant Capacity 
Commitment Period.  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 negative 
value, the Demand Resource Performance 
Penalty for such a Demand Resource shall 
be set according to the Capacity Clearing 
Price applicable to the Demand Resource, 
indexed using the Handy-Whitman Index of 
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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 
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 positive 
value, 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 in the Forward 
Capacity Auction for the relevant Capacity 
Commitment Period, provided that the sum 
of the Demand Resource Performance 
Penalties in the month is equal to or greater 
than the sum of the Demand Resource 
Performance Incentives in the same month.  
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 
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Commitment Period associated with the 
Forward Capacity Auction in which that 
offer cleared has a Monthly Capacity 
Variance with a positive value, 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, indexed 
using the Handy-Whitman Index of Public 
Utility Construction Costs, provided that the 
sum of the Demand Resource Performance 
Penalties in the month is equal to or greater 
than the sum of the Demand Resource 
Performance Incentives in the same month.   

 
III.13.7.2.7.5.4. Determination of Net Payment.  

If the sum of the Demand Resource 
Performance Penalties in a month is less 
than the sum of the Demand Resource 
Performance Incentives in the same month, 
the total amount of Demand Resource 
Performance Penalties shall be paid on a 
pro-rata basis, based on the Monthly 
Capacity Variance to each Demand 
Resource with a positive Monthly Capacity 
Variance.  The total amount of the Demand 
Resource Performance Incentives in a month 
may not exceed the total amount of the 
Demand Resource Performance Penalties in 
the same month.
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The total of the Demand Resource 
Performance Incentives in a month can not 
exceed the total of the Demand Resource 
Performance Penalties in the same month.  If 
the total Demand Resource Performance 
Penalties in a month exceeds the total 
Demand Resource Performance Incentives 
in the same month, the difference shall not 
be collected from load serving entities (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.  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 
13.7.2 paid to resources with Capacity Supply Obligations in the 
Capacity Zone, plus the sum of reconfiguration auction payments 
to those resources in the zone that were purchased by the ISO 
either to support an increase in the Installed Capacity 
Requirement (net of HQICCs), to meet requirements deferred 
from the Forward Capacity Auction to the reconfiguration 
auction, or to replace resources previously selected where the cost 
of such replacement is assigned to load 
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serving entities in this Section III.13.2.5.2.5, less PER adjustments 
for resources in the zone as defined in Section 13.7.2.7.1.1, 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 assumed by resources in the zone.  
The amount of capacity for which a load serving entity is obligated 
to pay will not be affected by the capacity traded through 
reconfiguration auctions, except as otherwise provided under 
Section III.13.4.3, or the capacity traded through Capacity Supply 
Obligation Bilaterals.  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 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 ending December 31 of the second 
year prior to the start of the upcoming Capability Year to 
the system-wide sum of all load serving entities’ annual 
coincident contributions to the system-wide annual peak 
load from the  
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calendar year ending December 31 of the second year prior 
to the start of the upcoming Capability Year.   

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 
ending December 31 of the year prior to the start of the 
upcoming Capability Year 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 ending December 31 of the year prior to the start of 
the upcoming Capability Year. 

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 Obligation Months in the first three FCA delivery  
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periods for the purpose of determining the Capacity 
Requirement for the load associated with the Demand 
Resource.  Beginning in February 2009, the ISO will 
evaluate, in consultation with NEPOOL stakeholders and 
state utility regulatory agencies, the need for a load 
reconstitution methodology for Demand Resources.  The 
ISO will file its recommendation to institute or not to 
institute a load reconstitution methodology with the FERC 
pursuant to Section 205 of the Federal Power Act on or 
before September 1, 2009. 

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.13.7.3.2.  Excess Revenues.  Revenues collected from load 
serving entities in excess of revenues paid to resources 
shall be paid to the holders of Capacity Transfer Rights, as 
detailed in Section III.13.7.3.3. 
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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 
annual 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 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. 

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  



ISO New England Inc.   1st Rev Sheet No. 7319D 
FERC Electric Tariff No. 3 Superseding Original 7319D 
Section III – Market Rule 1 – Standard Market Design 
Section III.13 - Forward Capacity Market 
   
 

   
Issued by:  Raymond W. Hepper,  Effective:  July 15, 2009 

Vice President and General Counsel 
Issued on:  May 15, 2009    
 
 
DMEAST #9720573 v17 

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 total Capacity Supply Obligations 
obtained in the exporting Capacity Zone and the 
total Capacity Load Obligations in the exporting 
Capacity Zone. 

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 Capacity Zone from 
which the applicable interface limits the transfer of 
capacity; and (ii) the difference between the total 
Capacity Load Obligations in the importing 
Capacity Zone and the total Capacity Supply 
Obligations obtained in the importing Capacity 
Zone. 

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 Forward Capacity Auction Clearing Price for 
the Capacity Zone to which the applicable interface 
limits the transfer of capacity minus the Forward 
Capacity Auction Clearing Price 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. 
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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 this 
Market Rule, 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.  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  
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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 
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. 
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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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Summer Winter Millstone 3 Seabrook Stonybrook 

GT 1A 
Stonybrook 

GT 1B 
Stonybrook 

GT 1C 
Stonybrook 

2A 
Stonybrook 

2B 
Wyman 4 

(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

 
 

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  
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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. 
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III.13.8. Reporting and Price Finality 

 
III.13.8.1. Filing of Certain Determinations Made By the ISO Prior to 

the Forward Capacity Auction and Challenges Thereto 

 
(a) For each Forward Capacity Auction, no later than 90 days 

prior to the first day of the auction, the ISO shall make an 
informational filing with the Commission detailing the 
following determinations made by the ISO with respect to 
that Forward Capacity Auction, and providing supporting 
documentation for each such determination:  

 
(i) which Capacity Zones shall be modeled in the 

Forward Capacity Auction; 
 

(ii) the transmission interface limits used in the process 
of selecting which Capacity Zones shall be modeled 
in the Forward Capacity Auction; 

 
(iii) which existing and proposed transmission lines the 

ISO determines will be in service by the start of the 
Capacity  Commitment Period associated with the 
Forward Capacity Auction;  

 
(iv) the expected amount of installed capacity in each 

modeled Capacity Zone during the Capacity 
Commitment Period associated with the Forward 
Capacity Auction, and the Local Sourcing 
Requirement for each modeled import-constrained 
Capacity Zone and the Maximum Capacity Limit 
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for each modeled export-constrained Capacity 
Zone; 

(v) the multipliers applied in determining the Capacity 
Value of a Demand Resource, as described in 
Section III.13.7.1.5.1; 

 
(vi) which resources are accepted and rejected in the 

qualification process to participate in the Forward 
Capacity Auction; and 

 
(vii) the Internal Market Monitoring Unit’s 

determinations regarding offers or bids submitted 
during the qualification process made according to 
the provisions of this Section III.13, including an 
explanation of the reasons for rejecting any de-list 
bids based on the Internal Market Monitoring Unit 
review and the resource’s net risk-adjusted going 
forward costs and opportunity costs as determined 
by the Internal Market Monitoring Unit.  The filing 
shall identify to the extent possible the components 
of the bid which were accepted as justified, and 
shall also identify to the extent possible the 
components of the bid which were not justified and 
which resulted in rejection of the bid. 

 
(b) Any comments or challenges to the determinations 

contained in the informational filing described in Section 
III.13.8.1(a), and any election made pursuant to Section 
III.13.1.2.3.2.1.1, must be filed with the Commission no 
later than 15 days after the ISO’s submission of the 
informational filing.  No later than 15 days after the ISO’s 
submission of the informational filing described in Section 
III.13.8.1(a), the Lead Market Participant must also notify 
the ISO of any election made pursuant to Section 
III.13.1.2.3.2.1.1.  If the Commission does not issue an 
order within 75 days after the ISO’s submission of the 
informational filing that directs otherwise, the 



ISO New England Inc.   1st Rev Sheet No. 7319L 
FERC Electric Tariff No. 3  Superseding Substitute Original 7319L 
Section III – Market Rule 1 – Standard Market Design 
Section III.13 - Forward Capacity Market 
   

 

   
Issued by:  Raymond W. Hepper,  Effective:  February 1, 2009 

Vice President and General Counsel 
Issued on:  October 31, 2008  
  
  
DMEAST #9720573 v12 

determinations contained in the informational filing and 
elections made pursuant to Section III.13.1.2.3.2.1.1 shall 
be used in conducting the Forward Capacity Auction, and 
challenges to Capacity Clearing Prices resulting from the 
Forward Capacity Auction shall be reviewed in accordance 
with the provisions of Section III.13.8.2(c).  If within 75 
days after the ISO’s submission of the informational filing, 
the Commission does issue an order modifying one or more 
of the ISO’s determinations, then the Forward Capacity 
Auction shall be conducted no earlier than 15 days 
following that order using the determinations as modified 
by the Commission (unless the Commission directs 
otherwise), and challenges to Capacity Clearing Prices 
resulting from the Forward Capacity Auction shall be 
reviewed in accordance with the provisions of Section 
III.13.8.2(c). 

 
III.13.8.2.  Filing of Forward Capacity Auction Results and 

Challenges Thereto.   

(a) As soon as practicable after the Forward Capacity Auction 
is complete, the ISO shall file the results of that Forward 
Capacity Auction with the Commission pursuant to Section 
205 of the Federal Power Act, including the final set of 
Capacity Zones resulting from the auction, the Capacity 
Clearing Price in each of those Capacity Zones (and the 
Capacity Clearing Price associated with certain imports 
pursuant to Section III.13.2.3.3(d), if applicable), and a list 
of which resources received Capacity Supply Obligations 
in each Capacity Zone and the amount of those Capacity 
Supply Obligations.  Upon completion of the fourth and 
future auctions, such list of resources that receive Capacity 
Supply Obligation shall also specify which resources 
cleared as Conditional Qualified New Generating Capacity 
Resources.  Upon completion of the fourth and future 
auctions, the filing shall also list each Long Lead Time 
Generating Facility, as defined in Schedule 22 of Section II  
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of the Transmission, Markets and Services Tariff, that 
secured a Queue Position to participate as a New 
Generating Capacity Resource in the Forward Capacity 
Auction and each resource with lower Queue priority that 
was selected in the Forward Capacity Auction subject to a 
Long Lead Time Generating Facility with the higher Queue 
priority.  The filing shall also enumerate bids rejected for 
reliability reasons pursuant to Section III.13.2.5.2.5, and 
the reasons for those rejections. 

 
(b) The filing of Forward Capacity Auction results made 

pursuant to this Section III.13.8.2 shall also include 
documentation regarding the competitiveness of the 
Forward Capacity Auction, which may include a 
certification from the auctioneer and the ISO that: (i) all 
entities offering and bidding in the Forward Capacity 
Auction were properly qualified in accordance with the 
provisions of Section III.13.1; and (ii) the Forward 
Capacity Auction was conducted in accordance with the 
provisions of Section III.13. 

 
(c) Any objection to the Forward Capacity Auction results 

must be filed with the Commission within 45 days after the 
ISO’s filing of the Forward Capacity Auction results.  The 
filing of a timely objection with the Commission will be the 
exclusive means of challenging the Forward Capacity 
Auction results. 

 
(d) Any change to the Transmission, Markets and Services 

Tariff affecting the Forward Capacity Market or the 
Forward Capacity Auction that is filed after the results of a 
Forward Capacity Auction have been accepted or approved 
by the Commission shall not affect those Forward Capacity 
Auction results. 
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III.13.8.3.  [Reserved.] 

 
III.13.8.4.  Reporting on General Performance of the Forward 

Capacity Market.  The performance of the Forward Capacity 
Market, including reconfiguration auctions, shall be subject to the 
review of the Internal Market Monitoring Unit, consistent with 
the Internal Market Monitoring Unit’s general authority as 
described in Section III.A.1 of this Market Rule.  No later than 
180 days after the completion of the second Forward Capacity 
Auction, the Internal Market Monitoring Unit shall file with the 
Commission and post to the ISO’s website a full report analyzing 
the operations and effectiveness of the Forward Capacity Market.  
Thereafter, the Internal Market Monitoring Unit shall report on 
the functioning of the Forward Capacity Market in its annual 
markets report submitted to the Commission pursuant to Section 
11.3 of Appendix A to this Market Rule. 
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III.14 Intra-hour Transaction Scheduling Pilot Program 

 

III.14.1 Intra-hour Transaction Scheduling.  In order to optimize the use of 

transmission ties between New York and New England, the ISO and New 

York ISO (“NYISO”) are investigating alternatives to facilitate the exchange 

of energy between the New York Control Area and the New England Control 

Area.  The alternatives being considered are revisions to processes and 

procedures that would facilitate transactions between Participants and/or 

facilitate transactions between the ISOs based upon price differentials.  The 

goal of this effort is to improve efficiency between both markets. 

III.14.2 Pilot Program.  The ISO and NYISO have developed an initial pilot 

program (the “Pilot”) to study the operational impacts of the implementation 

of intra-hour exchanges of energy based upon price differentials. 

III.14.3 Pilot Objectives.  The objectives of the Pilot are as follows:  
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• To identify operations issues associated with intra-hour short term exchanges of 

energy between Control Areas; 

• To evaluate tools and data needed to support intra-hour short-term exchanges of 

energy; 

• To observe the effects of intra-hour exchanges of energy on proxy bus prices; 

• To limit undesirable effects on normal system and market operations; and  

• To gather other information that may be useful in the development of a permanent 

mechanism or an alternative program.
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III.14.4 Notice.  The ISO shall notify Participants fourteen (14) days in advance of 

the commencement of the Pilot via a “Special Notice” posted on the ISO’s 

website. 

III.14.5 Implementation.  The Pilot shall be implemented by the ISO in accordance 

with the Intra-hour Transaction Scheduling Pilot Program Description posted 

on the ISO’s website. 

III.14.6 Settlement of Pilot Transactions.  The aggregate net hourly charges or 

credits attributable to the purchase or sale of energy pursuant to this Section 

III.12 shall be segregated as an ISO market development expense and 

amortized broadly by the ISO over a three year period  
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III.14.7 Effectiveness.  This Section III.14 will be effective from the Operations Date 

through April 30, 2005. 
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