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MEMORANDUM

Date:
January 8, 2004
To:
John Charlton
From:
Mike Cadwalader
Re:
Changes to ICAP Manual §§ 5.2 and 5.3

Currently, §§ 5.2 and 5.3 of the ICAP manual contain placeholder language regarding the determination of price caps for in-city capacity which, among other things, states that the “Installed Capacity Working Group will review how the methodology for shaping [these price caps] could be applied … consistent with the approved February 13, 2003 Management Committee Demand Curve motion.”  Now that the ICAP WG has performed this review, the language in the manual should be revised to reflect the results of that review.  

To accomplish this, I recommend replacing the fourth paragraph of § 5.2, which begins with the words “After consultation between,” with the following:

Seasonal price caps will be applied to Installed Capacity supplied by In-City generation that is subject to capacity market mitigation measures.  These caps will be calculated separately for each individual portfolio of In-City generation and adjusted annually by the ISO with review by the NYPSC, and will provide each owner of In-City generation the opportunity to reach the annual revenue cap of $105 per kW of capacity (as measured by Summer DMNC) per year.  The price caps for each divested generator owner (DGO) n for Summer and Winter months shall be calculated using the following equations:
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where:

MSPCn is the price cap during each month of the Summer Capability Period for DGO n;

AMPC is the annual mitigated price cap of $105/kW-year;

Rn is the ratio of (1) the sum of the winter generating capacities of all mitigated in-city generation owned by DGO n to (2) the sum of the summer generating capacities of all mitigated in-city generation owned by DGO n; 

DCL is the ratio of (1) the amount of in-city ICAP at which the demand curve reaches a zero price to (2) the in-city ICAP requirement; 
R is the ratio of (1) the sum of the winter generating capacities of all mitigated in-city generation to (2) the sum of the summer generating capacities of all mitigated in-city generation; and

MWPCn is the price cap during each month of the Winter Capability Period for DGO n.

These calculations shall be performed each spring for the upcoming Capability Year and will be based on the most recent Summer and Winter Capability Period DMNCs available at that time for all in-city generation.  The monthly price caps will be posted under the applicable Capability Period on the Installed Capacity (ICAP) Market Page of the NYISO website.  Any entity that resells Unforced Capacity associated with In-City generation that is subject to capacity market mitigation measures shall receive no more than the applicable monthly price cap.

A similar paragraph appears in § 5.3 of the manual.  Instead of repeating the information above, I would simply strike the paragraph beginning with the words “After consultation between” that appears in § 5.3, and add at the end of the preceding paragraph (which begins with the words “Buyers that are”) the following sentence:  “Price caps for each month that are applicable to such generation that are consistent with the annual price cap shall be calculated as described in § 5.2.”

If we act on this quickly, we should be able to approve it at the February BIC meeting, so that it will appear in the ICAP manual before the spring.
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