
In a competitive market sellers can be expected to maximize profit by maximizing output at times of higher prices.  The NYISO Market Advisor remarked on this expectation in the “Annual Assessment of the New York Electric Markets 2000,” presented to the NYISO Board of Directors and Management Committee April 17, 2001, filed as Appendix 6 to Dynegy’s Protest in Docket No. ER01-2076-000 (slide 43):



One of the benefits of moving to deregulated electric markets is that they



provide strong incentives to maximize the amount of output that can be



profitably provided from each generating unit.


For five selected days the Market Advisor analyzed the megawatts offered by NYISO generators over and above the normal ratings of their units and over and above the maximum (emergency) ratings of their units.  The results of that analysis are on slide 44 of the Annual Assessment, and are presented in chart form below:

[image: image1.wmf]GENERATION OFFERED ABOVE 

EMERGENCY AND NORMAL RATINGS

0

1000

2000

3000

4000

5000

6000

26-Jun-00

9-Aug-00

1-Sep-00

20-Oct-00

15-Dec-00

Average

MW

Above Normal Ratings

Above Maximum Ratings



The generation offered above normal ratings – averaging 3,600 MW – and above maximum ratings – averaging 1,700 MW – reflects a supply response to high prices where the high prices outweigh the accelerated depreciation on the units.  The Market Advisor concluded that “the NYISO markets have caused existing resources to substantially increase the energy they offer” (Annual Assessment, slide 44).


The AMP may reduce or eliminate the offering of generation above the ratings of the generating units by reducing compensation to uneconomic levels.  


For these reasons, the AMP places the NYISO at risk of losing several thousand megawatts during peak hours.  This would adversely affect reliability and prices.
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				26-Jun-00		9-Aug-00		1-Sep-00		20-Oct-00		15-Dec-00		Average

		Above Normal Ratings		2889		5064		5090		1999		3071		3623

		Above Maximum Ratings		1411		2249		2174		513		2054		1680





Sheet2

		





Sheet3

		






