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1. Executive Summary
This report is produced in accordance with the New Brunswick Electricity Market Rules, and as such provides a summary of the state of the New Brunswick Electricity Market indicating the New Brunswick System Operator (“NBSO”) Board’s general assessment as to the state of competition in, and the efficiency of, the electricity market.  
With limited market activity in the period from the October 1, 2004 market opening, to March 31, 2007, this first report summarizing the state of the market mainly outlines the changes undertaken by NBSO, with guidance from the Market Advisory Committee, to improve the market design.  Complaints investigations undertaken during this initial period are also included herein.  Reports of this type will be published annually.
The physical bilateral market design implemented October 1, 2004 is still viewed as an appropriate model for New Brunswick and the Maritimes Area.  The level of activity by native load customers was not expected to be large considering the objective of “deliberate and controlled” introduction to competition that was prescribed in the Province of New Brunswick’s White Paper Energy Policy of 2001.  A complete lack of native load activity, however, is attributed to the rise of wholesale market prices relative to regulated rates and a lack of administrative clarity regarding exit fees and partial service which are viewed as barriers by NBSO and should be addressed. 

While the number of registered market participants has increased there has been an unanticipated lag in the introduction of competitive supply of balancing energy and capacity-based ancillary services.  External transmission requirements is a barrier which is being discussed with adjacent transmission providers. Also, some changes in market rules have been implemented in response to feedback received from potential market participants, yet the arrival of competition has been slow to develop in these two areas. 
The expectation of substantial amounts of wind power generation in the region has led to much focus on related issues.  Wind power generation has already brought new players into the market.  A wind power integration study published by NBSO in April of 2007 identifies the need for tariff and market rule changes, but also the need for regional cooperation to reduce the variability and forecast error of the total wind power production, and to enhance the ability of the regional system to accommodate wind power through added flexibility.  Competitive procurement of balancing energy, regulation, and load following is important to the successful integration of wind power in the region.  Enhanced competitiveness in the procurement of these services will continue to be a priority for NBSO.   

With respect to market compliance, the Board is satisfied that non-compliance issues have been, and are being, addressed appropriately.  Implementation of the various components of the NBSO assurance plan shall continue in order to further monitor compliance of market participants, transmitters, and the system operator, as well as the effectiveness of the market.  Monitoring of the market is a responsibility that is shared with the Energy and Utilities Board.   NBSO intends to continue to work closely with the EUB to monitor the functioning of the market and to make ongoing enhancements to both the market design and the monitoring process as required.
2. State of the Market

2.1. Market Design

The New Brunswick Electricity market has been designed as a physical bilateral market built on the foundation of a Federal Energy Regulatory Commission (“FERC”) Order 888 compatible tariff.  With Northern Maine, Nova Scotia, and Prince Edward Island only connected electrically to the remainder of North America via New Brunswick, the New Brunswick market, in many ways, acts as a wholesale market for the region.  The basic physical bilateral market design is compatible with the New Brunswick “deliberate and controlled” introduction of a competitive market and also with the existence of a de facto regional wholesale market with a small number of players in the region, and with most having native loads.  Load-serving entities contract with suppliers for the energy and capacity necessary to serve their load and maintain system reliability.  These transactions are scheduled with NBSO as the independent system operator responsible for the Open Access Transmission Tariff and Market Rules governing the use of the transmission system in New Brunswick.  NBSO creates an optimized security-constrained economic dispatch of “sources” and “sinks” using bids received from those resources.  On a planning basis, NBSO publishes a 10-Year Outlook report annually, assessing the adequacy of the generation and transmission to meet the load requirements within the appropriate reliability standards. 
The policy, market design, and regulatory framework encourage competitive procurement of ancillary services.  Balancing energy and capacity-based ancillary services have been identified by NBSO as having potential for competitive procurement and much emphasis has been placed on establishing competition in NBSO’s procurement of these services.

It is important to note that the design of the market is arguably more resistant to market power abuse than some and is thus more appropriate for the Maritimes context with such a small number of active suppliers in the wholesale market.  In contrast with a pure pool arrangement, the market operator settles only on the differences between bilaterally scheduled production and the actual production.  Additionally, the prices used for the settlement of the difference between dispatched production and the bilaterally scheduled production is settled at the price bid by the supplier, rather than at a marginal market clearing price.  Also, the New Brunswick market uses the same bid prices for both increases and decreases in generation, further reducing the likelihood that prices would be set either higher or lower than cost (inclusive of opportunity cost).  
2.2. Open Access Transmission

NB Power Distribution and Customer Services Corporation was the only Network Service Customer at the start of the market.  Since that time, loads for Perth-Andover (January 1, 2005) and Eastern Maine Electric Cooperative (December 1, 2005) have become Network Service Customers.  The number of transmission customers taking Point-to-Point Transmission Service in the first month of market operations in October of 2004 was two, and in March of 2007 the number was six.  The potential for additional transmission customers is high with the addition of transfer capability between New Brunswick and New England as a consequence of known and anticipated changes such as (i) commissioning of the International Power Line/Northeast Reliability Interconnect (“IPL/NRI)”
, (ii) development of wind power projects in the Maritimes Area for export, and (iii) development of the Lower Churchill hydro project in Labrador.
Figure 1 shows each company’s monthly transmission service purchases in MW with all point-to-point reservations converted to monthly equivalents.
  This figure not only shows the increase in the number of parties purchasing transmission services, but also the variability of the transmission service sales.  For network service in New Brunswick, the variability is heavily affected in the winter by electric heating load and thus by cold spells.  Point-to-point service sales are affected by market conditions in the regional market (Quebec, New England, Nova Scotia, etc).
Figure 1
Transmission Service Purchases 
(Equivalent Monthly MW)
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2.3. Market Participation and Facility Registration

The number of both accredited and active market participants has increased since the opening of the market.   
Generation Facilities

No new generation facilities have been built in New Brunswick since the opening of the market.  All of the existing generation facilities other than Point Lepreau are registered in the market by NB Power Generation.  This includes a number of independently owned facilities.  The Point Lepreau Generation Facility is registered by the NB Power Nuclear Company.  
With a number of wind projects in various stages of development, the potential exists that one or more generation facilities will be registered by a market participant other than NB Power.  Many will be under contract with NB Power Distribution and Customer Services Corporation for some or all of their output.  Other wind power production will most likely be exported, with New England as a probable destination.

In the long-term the potential exists for additional facilities such as Lepreau II to be built and possibly registered by a market participant other than NB Power Generation.  
The economics of the current market conditions appear to be the main impediment to new generation development in New Brunswick.  Sufficient capacity exists to meet the short-term needs and so the short-term economics suggest that the full cost of new generation needs to be less than the variable costs for the existing generator.  A longer-term view may very well suggest that new generation should be built to displace generation from expensive oil and natural gas, but such an assessment requires assumptions about future fuel prices including the availability of a lower-cost fuel that could be burned at Coleson Cove such as Orimulsion®.  Continuation of high oil prices and the lack of a low-cost alternative fuel, combined with opportunities for cost-effective efficient new generation, may very well lead to favourable economics for new generation facilities that would displace fossil-based generation.  With the various renewable energy portfolio standards in the northeast region of North America and the high value of renewable energy credits, the economics of new generation are even more favourable in the case of renewables.  The potential exists that such a new generator would be registered by a market participant other than NB Power.  
The following items have also been identified as potential hindrances to new generation being built:

· The existence of what is effectively a single buyer market for the local use.

· Perceptions of limited transmission access to the New England market. 
· The complexities of the processes involved (e.g. connection process, connection agreements, tariffs, market rules, and standard service rates, terms and conditions) and the lack of consultants, marketers, and aggregators that understand the details of those processes.

· The various areas of uncertainty in any business case for the construction of a new generator (e.g. Greenhouse Gas Policy, fuel prices, lack of a long-term contract).
Load Facilities
A deliberate and controlled approach was used by the Province of New Brunswick in establishing the market as prescribed in the White Paper Energy Policy of 2001.  Customers that did not want to leave standard service were provided protections against rate shock or changes in risk levels that might otherwise have occurred with the introduction of the market under more aggressive market designs.  This protection was provided through continued access to heritage assets at prices based on their embedded costs, as opposed to exposing those customers to market prices.  During the transition to market, market prices for electric energy increased significantly as fuel prices (oil, coal, and natural gas) increased.  Oil fired generation is typically on the margin in New Brunswick, and natural gas is typically on the margin in New England.  Hydro-Québec’s prices on exports are presumably driven by the regional value of energy (i.e. they are motivated to sell to the highest bidder).  As a result, rather than being attracted away from standard service rates to marginal cost pricing in the marketplace, customers became mindful of the risk of higher electricity prices, similar to what they were experiencing first-hand on purchases of oil, coal, and/or natural gas.
In addition to the favorable regulated rates relative to current market rates, the following issues have been identified as hindrances to customers leaving standard service:

· The fact that the magnitude of the exit fee (i.e. the fee that a customer would pay the standard service supplier should that customer choose to leave standard service in order to be able to buy from a new supplier), is not known until after the customer has elected to leave standard service.

· The uncertainty of how standard service billing, energy scheduling, and settlement would be handled should a standard service customer choose to supply part of its load from an alternative supplier.

NBSO encourages New Brunswick Power Distribution and Customer Services, as the standard service supplier, to reduce the uncertainties noted above.  NBSO also believes that the government of New Brunswick should legislate changes to ensure that these uncertainties are addressed.

No customer has left standard service to date. One customer has joined the market as a result of a legislated requirement for the Village of Perth-Andover to join the market.  At the time of the market opening, Perth-Andover was a part of the Northern Maine Market, but as of January 1, 2005, became part of the New Brunswick market, and WPS Canada Generation Inc. registered the Perth-Andover load. 

While no load physically located outside New Brunswick has elected to join the New Brunswick market to date, the potential exists for loads, particularly in Northern Maine and Prince Edward Island, to do so.  The physical bilateral market design supports the most likely approach which is to maintain the existing load serving entities in each of those jurisdictions, and allow them to purchase energy in the regional marketplace for their scheduled loads under the same contractual arrangements that they use today.
2.4. Redispatch Market

When the market first opened, NB Power Generation was the only market participant submitting dispatch data.  This situation is not surprising given that NB Power Generation was, and is, the market participant for all of the in-province generation for which injections into the NBSO-controlled grid are being scheduled with NBSO.  More surprising however, was the fact that external generation was not registered for dispatch by NBSO over the course of the months following market commencement.  Feedback from potential bidders led to market rule revisions to address barriers identified by those parties.  
As of March 31, 2007, and therefore subsequent to the tariff and rule changes, two additional market participants applied and were approved to submit dispatch data.  One of those parties registered one external dispatchable facility
 and the other registered two.  Both market participants had their external dispatchable facilities dispatched in the period from late 2006 to early 2007.  While volumes were not high, this activity provided education and experience for the market participants and NBSO.  The introduction of additional market participants in the redispatch market and increased volume of bidding and dispatch of multiple players will keep competitive pressures on the bidding, thereby reducing the dependency on market monitoring, and also reduce the burden on NB Power Generation as the sole supplier of balancing energy.  
Establishment of a liquid market in this redispatch product is important to the continuation of non-punitive pricing for balancing energy, which will become more important, but more contentious, with the higher volumes of energy imbalance anticipated due to wind power production forecast error.  
Figures 2 and 3 show ISO New England real-time prices at the “Keswick node” and the final hourly marginal cost for balancing energy in New Brunswick (the “FHMC”).   The reference point for the Keswick pricing node is the interface between the New Brunswick transmission system and the 345kV transmission system in New England.  It is clear from the two graphs that there is low correlation between the two sets of prices in both months.  While on average both prices are within a fairly narrow band, the ISO-NE price has many more spikes and most are greater in magnitude than the few spikes that do occur in the FHMC.  There are several time periods in which the FHMC remains essentially fixed, while the ISO-NE price experiences several peaks and valleys. 
Figure 2
Comparison of Hourly Prices
March 2006
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Although this has been the case since the market opened, there is a somewhat higher correlation between the two prices in the March 2007 data than in the March 2006 data.

Figure 3
Comparison of Hourly Prices
March 2007 
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This ongoing disparity does not seem to be logical given that these are prices for the same commodity in essentially the same location and time.  This topic has been raised with the Market Advisory Committee, but no explanation of the price disparity has been expressed in the course of that committee’s discussions.  NBSO remains optimistic that with further education of market participants, the in-service of the IPL/NRI
 providing easier market access, and the additional participants in the balancing energy market, the FHMC will come to more closely reflect the ISO New England Keswick node price, which is presumably indicative of the real-time value of energy in the regional wholesale market.
2.5. Ancillary Services

At the start of the market the open access transmission tariff allowed for 100% self-supply of the obligation for Capacity-Based Ancillary Services of load-serving entities, and load-serving entities were largely self-supplying.  The Public Utilities Board (the “PUB”) had directed competitive procurement of these services through a Request for Proposals (“RFP”).    NBSO requested the right to cap the level of self-supply in an effort to establish sufficient demand to attract competitive bids.  With PUB approval to cap the level of self-supply at 90%, NBSO proceeded with the first RFP in the summer of 2006, with service from the successful bidder commencing November 1, 2006.  With NB Power as the only party submitting a valid bid, it became apparent that greater education of potential bidders was required, as well as discussions as to what, if anything, should be revised in the RFP, contract, or market rules.
2.6. Tariff and Market Rule Changes
Market rule, tariff and business practice enhancements are an ongoing obligation of NBSO.  Enhancements can be driven by things such as problems with existing policies, rules and procedures, external changes to market forces, technology improvements, or new technical standards.

Several changes occurred over the period from October 1, 2004 to March 31, 2007 and Table 1 contains some of the key changes .

Table 1
Key Changes in Tariff and Market Rules
	Change
	Date

	Revised Energy Imbalance rates to less punitive pricing
	May 1, 2005

	Added pooling of imbalances for intermittent generation (e.g. wind)
	May 1, 2005

	Revised Energy Imbalance Pricing to non-punitive pricing
	March 1, 2006

	FHMC indication provided on a more timely basis
	March 10, 2006

	Allow intra-day changes to Dispatch Data
	April 1, 2006

	Revision of the loss factor from 3.3% to 2.5%
	May 1, 2006

	Addition of Bid-Based Demand Response
	November 1, 2006

	Allowance for Ancillary Services to be provided by load on Standard Service
	November 1, 2006

	Application of a cap on Ancillary Services Self-Supply
	November 1, 2006


3. General Market Monitoring Activities

The market operated initially on a transitional basis as contemplated in the market rules, pending systems implementation.  Legacy systems were used for scheduling, dispatch, and settlement pending completion of systems designed specifically for the new market.  Implementation of the new systems occurred December 1, 2004. 

In the early days of operation under the new market systems, it was identified that the need for a balanced schedule detailing the exact number of MW provided by specific generators for specific transactions was a burden that the NB Power Operating Companies were not prepared for.  The need for a market participant to perform such a service was identified in the market rules, and had been identified in the simulation exercise that preceded market opening, but this remained an issue even after the October 1, 2004 market implementation date. Performing such a service requires timely information on load forecast and generator capabilities, including ramp rates, along with the performance of complex optimization of generation resources.  Optimizing Balanced Schedules is important, because to the extent that NBSO is able to dispatch more economically, sub-optimal balanced schedules submitted by Market Participants result in redispatch.  The savings arising from the redispatch are socialized to all users of transmission services through the Residual Uplift, representing a lost opportunity cost to the Market Participant that submitted the sub-optimal schedule.   The submission of sub-optimal balanced schedules would have resulted in substantial redispatch in the first year of operation and thus significant lost opportunity costs.  As a consequence, the settlement for the period from December 2004 to November 2005 used a simplified approach treating all load and export balances the same, but without calculation of generator-specific  redispatch.  
Assessment of the situation by NB Power Operating Companies and NBSO resulted in an agreement whereby NBSO would leverage its expertise, which had been enhanced in the creation of the Market Optimization and Dispatch (“MOD”) software, to create a tool which would automatically optimize the balanced schedule of NB Power Distribution and Customer Services on that company’s behalf.  This tool, the Automatic Balanced Schedule Optimization (“ABSO”) system, was designed to perform a function that would otherwise be performed by a market participant and was designed to run in the background without input from the real-time operations personnel so as not to conflict with the non-discriminatory provision of tariff services.  This tool was put into service on November 1, 2005.  NB Power Generation pays for the service (as the Designated Scheduling Agent for NB Power Distribution and Customer Service), thereby reducing the revenue requirement for Schedule 1 Scheduling, System Control, and Dispatch and saving other market participants money.  Similar service is available to other market participants, but at this time NB Power Generation is the only one with a need for this service. 
Socialization of redispatch savings remains a controversial issue, especially to the extent that such savings arise from balanced schedules that are not as efficient as the dispatch performed by MOD.  The redispatch savings arise from both (i) ABSO inability to optimize with the information that it has (e.g. insufficient generation committed in the balanced schedules, balanced schedules of a type that do not allow changes in the supply,  ABSO treatment of special conditions), and (ii) options or information available to MOD but not available to ABSO.  Such information includes bandwidth on the MEPCO tie, and some aspects of reserve sharing.  These are not used by ABSO because they would not be available to a marketer at the appropriate time.

The monthly values of the Residual Monthly Cost (“RMC”), the net funds of the market settlement which are settled with all transmission customers through the Residual Uplift, are shown in Figure 4.  The cumulative RMC is also shown.  It is interesting to note that in the period April 2006 to March 2007 the total RMC was very small, adding very little to the cumulative value that corresponds to the start of that period.

Figure 4
Residual Monthly Cost

[image: image4.emf]-$10,000,000

-$5,000,000

$0

$5,000,000

$10,000,000

$15,000,000

$20,000,000

$25,000,000

$30,000,000

Oct-04

Total RMC

Cumulative  RMC


The RMC can be influenced by the timing of manual meter readings by NB Power Distribution and Customer Services.  Reading the meters early at the start of the month, or late at the end of a month, leads to an exaggeration of the energy consumed in that month, and thus to reduced energy imbalances.  Conversely, reading the meters late at the start of the month, or early at the end of a month, leads to an understatement of the energy consumed in that month, and thus to increased energy imbalances.  Fortunately this effect cancels out over time as there is not an ongoing bias in the timing of the meter reads.  Early reads in one month are followed up by late reads in some later months, thus self-correcting the cumulative impact.  Such apparent energy imbalances contribute to the magnitude of the RMC.  A false high energy imbalance leads to a charge to the load-serving-entity for the energy which only appears to have been consumed.  There is not an offsetting payment to a generator, because generation is dispatched based on the actual load.  Therefore there is an increase in the dollars in the RMC.  The opposite is true when there is a false low energy imbalance.  With the imbalances settled at FHMC, and relatively stable average FHMC values, the extra dollars distributed in one month tend to be recollected in subsequent months.  Nonetheless, NBSO intends to revise its processes to try to reduce the error introduced by the timing of meter reads by estimating the impact and making an adjustment.
4. Ongoing and Future Market Development

The need for further work has been identified throughout this report and NBSO has committed to undertake that work.  A summary of the key initiatives is included below.

· Continue to pursue efficiencies in dispatch, market administration, and operations;

· Seek details on the standard service rates, terms, and conditions that would apply in the case of a customer serving all or a part of its load from an alternative supply (e.g. exit fees, partial service policies):

· Automate market assessment and monitoring tools;

· Increase system flexibility and competitiveness of balancing energy supply by increasing levels of participation in the balancing energy market;

· Pursue additional supplies of capacity-based ancillary services and competitive pricing of those services;

· Simplify and fine tune the market rules where appropriate (especially with respect to wind power integration); and

· Pursue regional cooperation on issues such as reducing inter-market barriers, and easing wind power integration.

Appendix 1: Specific Market Studies and Outcomes

During the period of October 1, 2004 to March 31, 2007 only one complaint, the “WPS/NMISA Complaint”, was referred to the provincial regulator.  No arbitrations were initiated, and several issues were resolved between the parties involved and NBSO at either the staff or executive levels.
Some of the key areas of complaint requiring investigation are identified below.  Other than the WPS/NMISA Complaint, the following issues were all investigated and resolved through discussion and cooperation between NBSO and the respective market participants and/or market operators.  As a consequence, no further sanctions were imposed beyond publication of the investigation in this report.   

WPS/NMISA Complaint
A complaint was lodged by the Northern Maine Independent System Administrator and Wisconsin Public Service relative to NBSO’s disbursement of the penalty portion of energy imbalance charges.  Those parties argued that the penalty component, which was in place to motivate accurate scheduling, should be returned to those who paid the penalty.  NBSO had disbursed those unearned funds to all transmission customers on a pro rata basis in proportion to their respective purchases of transmission services in accordance with the market rules that were put into effect by the Minister of Energy on October 1, 2004.  

The complainants and NBSO could not resolve this dispute and so the complainants filed a complaint with the Public Utilities Board.  The resulting regulatory process concluded with a Public Utilities Board Decision that (i) disallowed the disbursement policy by ordering NBSO to return the penalty charges that had been paid on behalf of northern Maine load to the parties that made the payments, using funds recollected from those that had received the disbursement during the period from October 1, 2004 to May 1, 2005; and (ii) preserving that same disbursement policy for the periods prior to October 1, 2004 and after May 1, 2005.

Disregard for Dispatch Instructions

Dispatch instructions issued for the Bayside Facility were found to be intentionally disregarded for at least one day in August of 2005.  Such behaviour sets a precedent that under some conditions would have material impact on the market or reliability.  For example, intentional under generation could lead to a need to activate high priced peaking units that would not otherwise be required.  Such costs would increase the Residual Redispatch Cost component of the Residual Uplift and thus be paid for by all market participants taking transmission service in that month.  Intentional over generation could lead to a need to dispatch down other generation that is less expensive than the generation that is over generating, and thus lead to less than optimum economic production.  In the event that the redispatch price of the generation that was dispatched down was less than the FHMC, the effect would also be to increase the Residual Redispatch Cost component of the Residual Uplift.  Similarly, under conditions with units at or near their lower limits, intentional over generation could result in a need to waste water or wind by curtailing production at a hydro facility or wind farm respectively.  Intentional under generation could lead to production shortages thereby having a negative effect on reliability.  At times when loads are light relative to the amount of generation that is committed to run, intentional over generation at one facility could lead to oversupply on the system, with potential for a negative impact on reliability.  The Market Participant for the facility, NB Power Generation, was notified of NBSO’s concern and corrected the problematic behaviour.

Energy Imbalances on the Eastern Maine Electric Cooperative Interface

Reviews of the hourly energy imbalances for the Eastern Maine Electric Cooperative (Northern Maine Independent System Administrator – South) Interface indicated a bias in the forecasting errors.  NBSO initiated correspondence with the Northern Maine Independent System Administrator on more than one occasion, and a conference call with the Northern Maine Independent System Administrator, Eastern Maine Electric Cooperative, and WPS Energy early in 2006.  Scheduling practices were subsequently improved with the exception of another period late in 2006 in which additional follow-up was required.  

Energy Imbalances for Mars Hill

Larger than normal energy imbalances on the interface between New Brunswick and Maine Public Service (Northern Maine Independent System Administrator – North) were identified in early 2007 and linked to the newly commissioned wind facility at Mars Hill in northern Maine, which is owned and operated by UPC Wind.  Discussions took place informing UPC as to the importance of due diligence in scheduling wind power production, and informing NBSO of the status of communications infrastructure that will enhance UPC’s ability to forecast production.  The parties worked together to facilitate the integration of that facility through production scheduling updates and exchange of operational information.  As the first wind power facility scheduling its production with NBSO, this project is a good test case for refining the model of forecasting, production measurement, and settlement for wind power production in the Balancing Area (New Brunswick, Northern Maine, and Prince Edward Island).  On-going collaboration between UPC and NBSO will thus have benefits for the overall market operations and administration. 

Generator Energy Imbalances

NBSO  and NB Power Generation identified that generator energy imbalances, the hourly difference between the dispatch instruction and production, for several generation facilities in the province were greater than expected.  NB Power Generation staff met with NBSO to investigate.  One area of action was to ensure that the metering point used by NB Power generation staff for scheduling and controlling plant output aligned with the metering point used by NBSO for energy imbalance calculations.  For some facilities this was not the case.  NB Power Generation modified its practices accordingly.  Quality of Dispatch Instructions was identified as another area for improvement.  For example, in some cases verbal instructions were issued, but the database values did not always reflect the verbal instructions.  Again, over time, improvements were made in (i) the quality of the dispatch instructions issued by NBSO from its market optimization and dispatch software, and (ii) updating of the database to reflect verbal instructions.   

Lack of Correlation Between FHMC and ISO-New England Price at Keswick 

In March of 2007 NBSO was asked by the Northern Maine Independent System Administrator to indicate why there were substantial differences between FHMC and ISO New England’s Keswick node real-time price.  NBSO responded as follows:

“If there were multiple Market Participants actively performing arbitrage by moving energy from one market to the other then the prices would tend to be closer together.  In the meantime, the FHMC is largely influenced by the bidding strategy of NB Power Generation Company.  We have sought feedback from potential bidders as to why they were not participating.  We have modified our rules and procedures accordingly and are attempting to find out why they continue to refrain from participating.”    

The fact that there are generators in northern Maine that could participate, but do not, is well understood by the Northern Maine Independent System Administrator.  That organization does not currently have authority to force those generators to participate directly in the New Brunswick market. 

Appendix 2: Glossary of Terms

Ancillary Services

Those services that are necessary to support the transmission of capacity and 
energy from suppliers to consumers while maintaining reliable operation of the

transmission system.

Dispatch 
The production requested of a facility by the system operator.

Energy Imbalance  

The difference between the expected hourly production (or consumption) and the actual production (or consumption).  In the case of generators the expected production is the amount dispatched by the system operator.  In the case of loads the expected consumption is the amount scheduled by the respective market participant.
Final Hourly Marginal Cost (FHMC)

The reduction in production costs that would be realized by a 1 MW reduction in the dispatch requirements for a given hour, as calculated just prior to the start of that hour.
Open Access Transmission

Non-discriminatory access to the electric power transmission system for generators and consumers.

Redispatch
The difference between the hourly production indicated by market participant schedules and the production requested by the system operator.
Residual Monthly Cost
The aggregate of amounts reflecting the costs, debits, and credits related to market operation functions such as redispatch, energy imbalance, penalties to market participants, and emergency energy transactions.
Appendix 3: Transmission Purchasers Key
	Short Name
	Full Name

	NBDC
	NB Power Distribution & Customer Service Corporation

	NBPM
	NB Power Generation Corporation

	NBNU
	NB Power Nuclear Corporation

	MEHQ
	Hydro-Québec Energy Marketing Inc.

	NMISA
	Northern Maine Independent System Administrator

	NSPI
	Nova Scotia Power Inc.

	AVEC
	Boralex Fort Fairfield Inc.

	EMAE
	Emera Energy Inc.

	EMI
	Brookfield Energy Marketing Inc.

	WPCG
	WPS Canada Generation Inc.

	WPSE
	WPS Energy Services Inc.

	TransEn
	TransÉnergie (a business unit within Hydro- Québec)

	ISO-NE
	ISO New England


� International Power Line/Northeast Reliability Interconnect, a 345 kV transmission line between Lepreau , New Brunswick and Orrington, Maine.


� The MW for reservations of on-peak products are scaled up to reflect the premium posted rates for those services.


� The full names of those entities that purchased transmission are identified in an appendix to this report.


� While approximately 40 customers directly connected to the New Brunswick transmission system have the right to buy from an alternative supplier, they have not done so to date as discussed herein.


� An external dispatchable facility is a generation facility or group of facilities located outside of New Brunswick that is registered with NBSO and can be dispatched by NBSO. 


� The IPL/NRI (International Power Line/Northeast Reliability Interconnect) is a second 345kV transmission line between the NBSO-controlled grid and the grid controlled by ISO-New England and is to go into service on December 1, 2007. 





