ISO newengland
NEPOOL

March 24, 2010

VIA HAND DELIVERY

Honorable Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

Re:  1SO New England Inc. and New England Power Pool,
Docket No. ER10- _ -000; Clarification of Market Settlement Rules

Dear Secretary Bose and Deputy Secretary Davis:

Pursuant to Section 205 of the Federal Power Act,' ISO New England Inc. (the “ISO”)
and the New England Power Pool (“NEPOOL”) Participants Committee (together, the “Filing
Parties”) hereby jointly submit an original and five copies of this transmittal letter and revised
tariff sheets that clarify certain provisions of Market Rule 1 and its appendices related to the
settlement of the competitive wholesale electricity market in New England (i.e. the “Market
Settlement Clarifications”). In support of the Market Settlement Clarifications, this filing also
includes the joint testimony of Jinye Zhao, Senior Analyst, Business Architecture and
Technology, and Shannon L. Hann, Director, Market Analysis & Settlements, which is
sponsored solely by the 1SO (the “Zhao/Hann Testimony”).

The Filing Parties request that the Market Settlement Clarifications become effective
June 1, 2010 to coincide with the effectiveness of a number of other tariff changes associated
with the beginning of the first FCM Capacity Commitment Period that also will become effective
on June 1%,

1 16 U.S.C. § 824d (2006 and Supp. I1 2009).

2 Capitalized terms used but not defined in this filing are intended to have the meaning given to such terms in the
ISO New England Inc. Transmission, Markets and Services Tariff, FERC Electric Tariff No. 3 (“ISO Tariff”), the
Second Restated New England Power Pool Agreement, and the Participants Agreement. Market Rule 1 is Section
I11 of the ISO Tariff.
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. DESCRIPTION OF THE FILING PARTIES; COMMUNICATIONS

The ISO is the private, non-profit entity that serves as the regional transmission
organization (“RTQ”) for New England. The ISO operates the New England bulk power system
and administers New England’s organized wholesale electricity market pursuant to the 1ISO
Tariff and the Transmission Operating Agreement with the New England transmission owners.
In its capacity as an RTO, the ISO also has the objective to assure that the bulk power supply
system within the New England Control Area conforms to proper standards of reliability as
established by the Northeast Power Coordinating Council and the North American Electric
Reliability Corporation.

NEPOOL is a voluntary association organized in 1971 pursuant to the New England
Power Pool Agreement, and it has grown to include more than 420 members. The Participants
include all of the electric utilities rendering or receiving services under the 1ISO Tariff, as well as
independent power generators, marketers, load aggregators, brokers, consumer-owned utility
systems, demand response providers, developers, end users and a merchant transmission
provider. Pursuant to revised governance provisions accepted by the Commission in ISO New
England Inc. et al., 109 FERC 61,147 (2004), the Participants act through the NEPOOL
Participants Committee. The Participants Committee is authorized by Section 6.1 of the Second
Restated NEPOOL Agreement and Section 8.1.3(c) of the Participants Agreement to represent
NEPOOL in proceedings before the Commission. Pursuant to Section 2.2 of the Participants
Agreement, “NEPOOL provide[s] the sole Participant Process for advisory voting on ISO
matters and the selection of ISO Board members, except for input from state regulatory
authorities and as otherwise may be provided in the [ISO] Tariff, [Transmission Operating
Agreement] and the Market Participant Services Agreement included in the [ISO] Tariff.”

All correspondence and communications in this proceeding should be addressed to the
undersigned for the ISO and NEPOOL as follows:

To the 1SO: To NEPOOL.:

James H. Douglass, Esq.* Thomas Kaslow, Vice-Chair*

ISO New England Inc. NEPOOL Markets Committee

One Sullivan Road GDF SUEZ Energy North America, Inc.
Holyoke, MA 01040-2841 One Liberty Square, 10th Floor

Tel: (413) 540-4559 Boston, MA 02109

Fax: (413) 535-4379 Tel:  (617) 526-8315

E-mail: jdouglass@iso-ne.com E-mail: Tom.Kaslow@qgdfsuezna.com
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Daniel R. Simon, Esq.* Michelle C. Gardner, Esq.*

Ballard Spahr LLP Emile Buzaid

601 13th Street, NW Day Pitney LLP

Suite 1000 South One International Place
Washington, DC 20005-3807 Boston, MA 02110

Tel: (202) 661-2200 Tel:  (617) 345 4697

Fax: (202) 661-2299 Fax: (617) 3454745

E-mail: simond@ballardspahr.com E-mail: mcgardner@daypitney.com

*Persons designated for service®

1. STANDARD OF REVIEW

The instant revisions are submitted pursuant to Section 205 of the Federal Power Act,
which “gives a utility the right to file rates and terms for services rendered with its assets.”
Under Section 205, the Commission “plays ‘an essentially passive and reactive’ role” whereby
it “can reject [a filing] only if it finds that the changes proposed by the public utility are not ‘just
and reasonable.””® The Commission limits this inquiry “into whether the rates proposed by a
utility are reasonable -- and [this inquiry does not] extend to determining whether a proposed rate
schedule is more or less reasonable than alternative rate designs.”” The revision “need not be the
only reasonable methodology, or even the most accurate.” As a result, even if an intervenor or
the Commission develops an alternative proposal, the Commission must accept this Section 205
filing if it is just and reasonable.’

® Due to the joint nature of this filing, the Filing Parties respectfully request a waiver of Section 385.203 of the
Commission’s regulations to allow the inclusion of more than two persons on the service list in this proceeding.

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

5 1d. at 10 (quoting City of Winnfield v. FERC, 744 F.2d 871, 876 (D.C. Cir. 1984).
¢ 1d.

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

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

® Cf. Southern California Edison Co., et al., 73 FERC { 61,219 at 61,608 n.73 (1995) (“Having found the Plan to be
just and reasonable, there is no need to consider in any detail the alternative plans proposed by the Joint Protesters.”
(citing City of Bethany, 727 F.2d at 1136)).
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I11.  BACKGROUND

In the course of administering the financial settlement of the competitive wholesale
electricity market in New England, the 1ISO’s Market Analysis & Settlements department
identified a number of non-substantive changes that should be made to the existing settlement
provisions of the market rules. As explained in the Zhao/Hann Testimony, the clarifying
changes are not intended to substantively change the manner in which settlement charges and
credits are calculated, but rather are simply intended to ensure that the market rules provide
greater clarity and guidance for Market Participants that participate in New England’s
competitive wholesale electricity market.

IV. DESCRIPTION OF THE MARKET SETTLEMENT CLARIFICATIONS

The Zhao/Hann Testimony summarizes the Market Settlement Clarifications*® and also
provides, as Exhibit A, a table explaining the changes in more detail. The clarifications
generally address seven distinct settlement-related issues, most of which relate to Net
Commitment Period Compensation (“NCPC”) calculations.™* As explained in the testimony,
many of the changes ensure that certain provisions of Market Rule 1, Appendix F more clearly
reflect the previously approved market rule changes regarding the eligibility of virtual
transactions for NCPC credits that were submitted by the 1SO in Docket No. ER09-547 on
January 15, 2009 and accepted by the Commission by letter order dated February 12, 2009.*
The changes also remove certain obsolete and inoperable provisions relating to day-ahead local
second contingency protection NCPC costs, External Transactions and the defined term Effective
Offer Price.”

As explained in the Zhao/Hann Testimony, the intent of all of the changes included in the
Market Settlement Clarifications is simply to remove ambiguity and inaccuracies in the
applicable tariff sheets so that the market rules will provide greater clarity and guidance for
Market lljarticipants and other stakeholders in New England’s competitive wholesale electricity
market.

10 Zhao/Hann Testimony at 2-3.
"d. at 3.

2 1d.

B 1d. at 3-4.

" 1d. at 4.
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V. STAKEHOLDER PROCESS

The NEPOOL Markets Committee, at its February 9, 2010 meeting, voted unanimously
to recommend NEPOOL Participants Committee support for the Market Settlement
Clarifications. The NEPOOL Participants Committee unanimously approved the Market
Settlement Clarifications at its March 5, 2010 meeting as part of its Consent Agenda.™

VI. REQUESTED EFFECTIVE DATE AND ORDER ISSUANCE
The Filing Parties request an effective date of June 1, 2010 for the proposed revisions.
VIlI. ADDITIONAL SUPPORTING INFORMATION

Section 35.13 of the Commission’s regulations generally requires public utilities to file
certain cost and other information related to an examination of traditional cost-of-service rates.'®
However, the Market Settlement Clarifications are not traditional “rates,” and the Filing Parties
are not traditional investor-owned utilities. In light of these circumstances, the Filing Parties
submit the following additional information in substantial compliance with relevant provisions of
Section 35.13, and request a waiver of Section 35.13 of the Commission’s regulations to the
extent the content or form deviates from the specific technical requirements of the regulations.

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

. This transmittal letter;

. Blacklined Tariff Sheets reflecting the revisions proposed by this filing
(Attachment 1);

. Clean Revised Tariff Sheets reflecting the revisions proposed by this filing
(Attachment 2);

> The Consent Agenda for a Participants Committee meeting, similar to the Consent Agenda for a Commission
open meeting, is a group of actions (each recommended by a Technical Committee or subgroup established by the
Participants Committee) to be taken by the Participants Committee through approval of a single motion at a meeting.
All recommendations voted on as part of the Consent Agenda are deemed to have been voted on individually and
independently. The Participants Committee’s approval of the March 5, 2010 Consent Agenda included its support
for the Market Settlement Clarifications.

'° 18 C.F.R. § 35.13 (2009).
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. Joint Testimony and exhibit of Jinye Zhao, Senior Analyst, Business Architecture
and Technology and Shannon L. Hann, Director, Market Analysis & Settlements,
sponsored solely by the 1ISO (Attachment 3); and
. List of governors, utility regulatory agencies in Connecticut, Maine,

Massachusetts, New Hampshire, Rhode Island and VVermont, and other entities, to
which a copy of this filing has been sent (Attachment 4).

35.13(b)(2) - The Filing Parties request that the revisions become effective June 1, 2010.

35.13(b)(3) - Pursuant to Section 17.11(e) of the Participants Agreement, Governance
Participants are being served electronically rather than by paper copy. The names and addresses
of the Governance Participants are posted on the 1SO’s website at http://www.iso-
ne.com/regulatory/ferc/nepool/gov_prtcpnts_eserved.pdf. A copy of this transmittal letter and
the accompanying materials have also been sent to the governors and electric utility regulatory
agencies for the six New England states that comprise the New England Control Area, the New
England Conference of Public Utility Commissioners, Inc., and to the New England States
Committee on Electricity. Their names and addresses are shown in Attachment 4. In accordance
with Commission rules and practice, there is no need for the Governance Participants or the
entities identified on Attachment 4 to be included on the Commission’s official service list in the
captioned proceeding unless such entities become intervenors in this proceeding.

35.13(b)(4) - A description of the materials submitted pursuant to this filing is contained
in Section VI of this transmittal letter.

35.13(b)(5) - The reasons for this filing are discussed in Section 1V of this transmittal
letter.

35.13(b)(6) - The ISO’s approval of the revision is evidenced by this filing. With respect
to NEPOOL’s approval, as noted in Section V of this transmittal letter, these changes reflect the
support of the Participant Processes required by the Participants Agreement, having been
approved by the NEPOOL Participants Committee by a show of hands, with oppositions and
abstentions noted.

35.13(b)(7) — The Filing Parties do not have knowledge of any relevant expenses or costs
of service that have been alleged or judged in any administrative or judicial proceeding to be
illegal, duplicative, or unnecessary costs that are demonstrably the product of discriminatory
employment practices.
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VIII. CONCLUSION

For the reasons stated herein, the Filing Parties respectfully request that the Commission
accept the Market Settlement Clarifications as filed, without condition, suspension, or hearing, to
be effective June 1, 2010.

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

Respectfully submitted,

ISO NEW ENGLAND

By: 7 . ' /ej
James“H. Douglass
ISO New England Inc.

One Sullivan Road
Holyoke, MA 01040-2841
(413) 540-4559

Daniel R. Simon

Ballard Spahr LLP

601 13th Street, NW, Suite 1000 South
Washington, DC 20005-3807

(202) 661-2200

Its Attorneys

NEPOOL PARTICIPANTS COMMITTEE

By: g"'é % W»—/ Vi7/7/4 )
Michelle C. Gardner ¢ P
Emile Buzaid

Day Pitney LLP

One International Place

Boston, MA 02110

(617) 345-4697

Its Attorneys
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ISO New England Inc. 1st RevOriginat Sheet No. 15Q
FERC Electric Tariff No. 3 Superseding Original 15Q

General Terms and Conditions
Section 1.2 — Rules of Construction; Definitions

Economic Minimum Limit or Economic Min is the maximum of the following values: (i) the
Emergency Minimum Limit; (ii) a level supported by environmental and/or operating permit
restrictions; or (iii) a level that addresses any significant economic penalties associated with
operating at lower levels that can not be adequately represented by three part bidding (Start-Up
Fee, No-Load Fee and incremental energy price). In no event shall the Economic Minimum
Limit submitted as part of a generating unit’s Offer Data be higher than the generation level at
which a generating unit's incremental heat rate is minimized (i.e., transitioning from decreasing
as output increases to increasing as output increases) except that a Self-Scheduled Resource may
modify its Economic Minimum Limit on an hourly basis, as part of its Supply Offer, in order to
indicate the desired level of Self-Scheduled MWs.

Economic Studies is defined in Section 4.1(b) of Attachment K to the OATT.

Elective Transmission Upgrade is a Transmission Upgrade that is participant-funded (i.e.,
voluntarily funded by an entity or entities that have agreed to pay for all of the costs of such
Transmission Upgrade), and is not: (i) a Generator Interconnection Related Upgrade; (ii) a
Reliability Transmission Upgrade (including a NEMA Upgrade, as appropriate); (iii) an Market
Efficiency Transmission Upgrade (including a NEMA Upgrade, as appropriate); or (iv) initially
proposed in an Elective Transmission Upgrade Application filed with the 1SO in accordance with
Section 11.47.2 on a date after the addition or modification already has been otherwise identified
in the current ISO Transmission Plan (other than as an Elective Transmission Upgrade) in

publication as of the date of that application.

Electric Reliability Organization (ERO) is defined in 18 C.F.R. 8 39.1.

Issued by: Raymond W. Hepper, Effective: June 1, 2010January-24-2010
Vice President and General Counsel
Issued on: March 24, 20100¢teber 262009
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ISO New England Inc. 1st RevOriginal Sheet No. 15NNN
FERC Electric Tariff No. 3 Superseding Original 1I5NNN
General Terms and Conditions

Section 1.2 — Rules of Construction; Definitions

Pool RNS Rate is the transmission rate determined in accordance with paragraph (2) of
Schedule 9 of Section I1 of the Tariff.

Pool-Scheduled Resources is described in Section 111.1.10.2 of Market Rule 1.

Pool Supported PTF is defined as: (i) PTF first placed in service prior to January 1, 2000; (ii)
Generator Interconnection Related Upgrades with respect to Category A and B projects (as
defined in Schedule 11), but only to the extent not paid for by the interconnecting Generator
Owner; and (iii) other PTF upgrades, but only to the extent the costs therefore are determined to

be Pool Supported PTF in accordance with Schedule 12.

Pool Transmission Facility (PTF) means the transmission facilities owned by PTOs which
meet the criteria specified in Section 11.49 of the OATT.

Poorly Performing Resource is described in Section 111.13.7.1.1.5 of Market Rule 1.

Posture means an action of the ISO to deviate from the jointly optimized security constrained

economic dispatch for Energy and Operating Reserves solutionrermal-Real-TFme-security-
constratned-economic-Energy-dispateh-selution for a Resource produced by the 1SO’s technical

software for the purpose of maintaining sufficient Operating Reserve (both on-line and off-line)

or for the provision of voltage or VAR support.

Power Purchaser is the entity that is purchasing the capacity and/or energy to be transmitted
under the OATT.

Pre-1997 PTF Rate is the transmission rate of a PTO determined in accordance with paragraph
(5) of Schedule 9 to the OATT.

Issued by: Raymond W. Hepper, Effective: June 1, 2010January-24-2010
Vice President and General Counsel
Issued on: March 24, 20100¢teber 262009
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ISO New England Inc. 2nd4st Rev Sheet No. 7174
FERC Electric Tariff No. 3 Superseding 1st RevOriginal 7174
Section III — Market Rule 1 — Standard Market Design

Section II1.3 — Accounting and Billing

for the entire time specified in the Offer Data for such

Resource.

(b) The following determination shall be made for the Day
Ahead Energy Market:

(1) For each Pool-Scheduled generating Resource that
is scheduled in the Day-Ahead Energy Market: the
total offered price for Start- Up and No-Load Fees
and energy, determined on the basis of the
Resource’s scheduled output, shall be compared to
the total value of that Resource’s scheduled energy
output as determined by the Day-Ahead Energy
Market and the Day-Ahead Prices applicable to the
relevant generation Node or External Node in the
Day-Ahead Energy Market. Except as otherwise
provided in Section III.F.2.3.5 and Section
II1.F.2.4.5 of Appendix F, i¥f the total offered price
summed over all hours for the Operating Day
exceeds the total value summed over all hours for
the Operating Day, the difference shall be credited
to the Market Participant.

Issued by: Raymond W. HepperkathleenA—Carrigan,Effective: June 1, 2010With-netiee;on-orafter Oetober 12006
Senter-Vice President and General Counsel

Issued on: March 24, 2010Eebraary-6;2006
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ISO New England Inc. 4th3rd Rev Sheet No. 7176
FERC Electric Tariff No. 3 Superseding 3rd2nd Rev 7176
Section III — Market Rule 1 — Standard Market Design

Section II1.3 — Accounting and Billing

Charge” in the Day-Ahead Energy Market in each
Operating Day.

(d) The NCPC Charge in the Day-Ahead Energy Market shall
be allocated and charged to each Market Participant in
proportion to the sum of its hourly Day- Ahead Load
Obligation in for that Operating Day except that, any
NCPC Charge associated with Pool-Scheduled Resources
scheduled in the Day-Ahead Energy Market for the
provision of voltage or VAR support are charged in
accordance with the provisions of Schedule 2 of Section II

of the Transmission, Markets and Services Tariff, and any

economic NCPC Charges associated with External
Transactions (purchases and sales), Increment Offers or
Decrement Bids at External Nodes in the Day-Ahead
Energy Market are charged in accordance Section
II1.F.3.2.4 of Appendix F.

(e) At the end of each Operating Day, the following

determinations shall be made:

(1) for each eligible hour for each synchronized Pool-
Scheduled Resource of each Market Participant that

Issued by: Raymond W. HepperkathleenA—Carrigan,Effective: June 1, 2010With-netiee;on-orafter Oetober 12006
Senter-Vice President and General Counsel

Issued on: March 24, 2010Eebraary-6;2006
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ISO New England Inc.

4th3rd Rev Sheet No. 8002

FERC Electric Tariff No. 3 Superseding 3rd2ne Rev 8002
Section 111 — Market Rule 1 — Standard Market Design
Appendix F — Net Commitment Period Compensation Accounting

Table of Contents

I.F.2.1.9 Hourly Real-Time Energy Offer AmMount..........cccoceeviiienieninninieeeeee 8022
I11.F.2.1.10  Application of Start-Up Fee and Hourly No-Load Fee ............cc.coevneeee 8023
I11.LF.2.1.13  Generating Resource Hourly Real-Time Value.............cccccevveveinnnnnnn. 8025
I11.LF.2.1.14  Generating Resource Daily Real-Time CreditS .........c.ccccoeveveiieiieennenn, 8026
I11.LF.2.1.15 Real-Time Credit AHOCAtION.........ccoooiiiiiieiiie e 8026
I11.F.2.1.16  Real-Time NCPC Credits; Hourly Market Participant Credit; Operating
DAY TOLAl ..o s 8027
I1.F.2.1.17  Addition of Hourly Shortfall Payments...........cccccooeriiiiiiiiiincen, 8028
I11.LF.2.1.18  Addition of Minimum Generation Emergency Credits ............ccccceeuu... 8029
I.F.2.2 Real-Time Credits for Pool-Scheduled Synchronous Condensers ........... 8029A
I.F.2.2.1 Information RELHEVEd..........ccoiiiiiiiiiee e 8029A
I.F.2.2.2 Duration of Pool-scheduled Periods of Synchronous Condensing
(@] 0 =T =1 [0 SRS TOR SRS 8030
I1.F.2.2.3 Condensing Offer AMOUNT..........c.ooiiiriiiiiiie s 8030
I.F.2.2.4 Condensing Credit .......eiieiieece e 8030
I.F.2.2.5 VAR Credit ..o 8030
I.F.2.2.6 Market Participant’s Real-Time NCPC Condensing Credits................. 8031
I.F.2.2.7 Total Real-Time NCPC Condensing CreditS.........cccoovvreriieninieninennen, 8031
I.F.2.3 Credits for Pool-Scheduled External Transaction Purchases
or Increment Offers at EXternal NOdES .........cccovvveriiieiiniieieie e 8031
I1.F.2.3.1 Real-Time NCPC Eligibility for Pool-Scheduled External Transactions
Purchases (priced IMPOITS)......cccveiviiieiiere e 8031
I.F.2.3.2 InNformation RELHEVEd..........cooiiiiiieiie s 8032
I11.F.2.3.3 Day-Ahead Offer AMOUNT ........ccuiiiiiiiee s 8032
I11.F.2.3.4 Hourly Day-Ahead ValUe ..........ccceeviieiieiiceceee s 8032
| Issued by: Raymond W. Hepper, Effective: June 1, 2010June-3,-2008

Vice President and General Counsel
| Issued on: March 24, 2010Mareh-21-2008
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ISO New England Inc.

5th4th Rev Sheet No. 8003

FERC Electric Tariff No. 3 Superseding 4th3re Rev 8003
Section 111 — Market Rule 1 — Standard Market Design
Appendix F — Net Commitment Period Compensation Accounting

Table of Contents
I1.F.2.3.5 Day-Ahead CreditS........coiviiiiiiieiese e 8033
I11.F.2.3.6 [Reserved.]|Bay-Ahead-Credit-AHocation. ... 8033
I.F.2.3.7 Day-Ahead NCPC Credits: Market Participant’s Hourly Credits;
Operating Day TOtal ........ccooiiiiiiiiieiee e 8033
111.F.2.3.8 Hourly Real-Time Offer AmMOUNt .........cccovveieiiieir e 8034
I1.F.2.3.9 Hourly Real-Time ValUe..........c.cccveiiiieiieeccseee e 8034
I11.LF.2.3.10  Real-Time Credits Calculation ............cccooeroiiiiiinniin e, 8034
I11.LF.2.3.11  Real-Time Credits AHOCAtION .........ccceviieiieiiie e 8035
I11.LF.2.3.12 Real-Time NCPC Credits: Market Participant’s Hourly and Operating
DAY TOLAl ..o s 8035
I.F.2.4 Credits for Pool-Scheduled External Transactions Sales or Decrement
Bids at External Nodes and Dispatchable Asset Related Demand
Resources (PUMPS ONIY) .ovoeeiieieece e 8036
I.F.2.4.1 Real-Time NCPC Credit Eligibility for Pool-Scheduled External
Transactions Sales (Priced eXPOItS) .....cccvevveiereereiieseere e e eee e 8036
I.F.2.4.2 INformation RELHEVEd..........cooiiiiiiiiiece s 8036
I11.F.2.4.3 Day-Ahead Bid AMOUNT .........cccoiiiiiiiiiec e 8037
I.F.2.4.4 Day-ANEad COSL.......cciiieiieieeie et 8037
I1.F.2.4.5 Day-Ahead CreditS..........ccveiiiieiicie e 8038
I11.F.2.4.6 [Reserved.]|Bay-Ahead-Credi-AHBEaHOA. ..o 8038
I.F.2.4.7 Real-Time Bid Amount - External Transaction Sale...........c.c.ccccvennne. 8039
I11.F.2.4.8 Real-Time Bid Amount - Dispatchable Asset Related Demand Resources
(PUMPS ONIY) it 8039
I11.F.2.4.9 Real-Time Cost - External Transaction Sale ............cccocceveveveiinivennne 8039
I11.LF.2.4.10  Real-Time Cost - Dispatchable Asset Related Demand Resources (Pumps
(@] 1Y) SRR 8039
I11.F.2.4.11 Real-Time Credits - External Transaction Sale ............cccccocevvvniiniinnnnnns 8040
| Issued by: Raymond W. Hepper, Effective: June 1, 2010\With-notice-on-orafterJuhy-1,2009

Vice President and General Counsel

| Issued on: March 24, 2010danuary-15.2009
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ISO New England Inc.

3rd2nd Rev Sheet No. 8005

FERC Electric Tariff No. 3 Superseding 2ndist Rev 8005
Section 111 — Market Rule 1 — Standard Market Design
Appendix F — Net Commitment Period Compensation Accounting

Table of Contents
I.F.3.1 ATTOCATION. ... 8051
I1.F.3.2 CalCUIALIONS. ...t 8055
I.F.3.2.1 Day-Ahead NCPC Cost, Day-Ahead Energy Market..........c.cccceovennne. 8055
I1.F.3.2.2 Local Second Contingency Protection Resource NCPC Cost, Day-Ahead
ENergy Market .........ccoooiiiiiiece et 8055
I11.F.3.2.3 VAR related NCPC Cost, Day-Ahead Energy Market............ccccoevnnees 8055
I.F.3.2.4 NCPC Charges, Day-Ahead Energy Market ...........cccccocvvivrvereiinnnnnn 80556
I1.F.3.2.5 Local Second Contingency Protection Resource NCPC Charges, Day-
Ahead Energy Market..........coocoiiiiiiiiie e 8056
I11.F.3.2.6 VAR Charges, Day-Ahead Energy Market, Day-Ahead Energy
T4 S OSSR 8057
I.F.3.2.7 Non-Synchronous Condenser related, non-Regulation related Economic
NCPC Cost, Real-Time Energy Market...........cccocevveiininininienencnen 8057
I11.F.3.2.8 Local Second Contingency Protection Resource NCPC Cost, Real-Time
ENErgy MAarket .......ccoooiiiiiiiiiiceee e 8058
11.F.3.2.9 SCR NCPC Cost, Real-Time Energy Market............ccccoevveveiveinnnnnn 8058
I11.LF.3.2.10 VAR NCPC Cost, Real-Time Energy Market...........ccccocevvvirininnnnnnnn. 8058
ITLF.3.2.11  RESEIVEA... .o iiiiiieie ettt sae e nre e e 8059
I11.LF.3.2.12  Real-Time Load Obligation Deviation .............c.ccccoervivniieerieere e, 8059
I11.F.3.2.13  [Reserved.]Real-Time Load Obligation Deviation-within-each-Reliability
REGHIOA ... e 8059
I11.F.3.2.14  Real-Time Generation Obligation Deviation at External Nodes............ 8060
HEF.3.2.15  OthEI oottt resnenre s 8060
I11.LF.3.2.16  Local Second Contingency Protection Resource NCPC Charges, Real-
Time ENergy Market.......cooeiioiieiiesieie e 8064
I11.LF.3.2.17 VAR Charges, Real-Time Energy Market..........c.cccceecvivvvriverinninsnennnn, 8067
I11.LF.3.2.18 SCR Charges, Real-Time Energy Market...........c.cccceeeiviiiiveveniieieenenn, 8067
Issued by: Raymond W. Hepperkathleen-A—Carrigan, Effective: June 1, 2010January-1,-2006

Senior-Vice President and General Counsel
Issued on: March 24, 2010December2,-2005
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ISO New England Inc. 3rd2nd Rev Sheet No. 8008
FERC Electric Tariff No. 3 Superseding 2ndist Rev 8008
Section 111 — Market Rule 1 — Standard Market Design

Appendix F — Net Commitment Period Compensation Accounting

Overview

NCPC Credits are also provided for Dispatchable External Transactions (both purchases

and sales), for Increment Offers and Decrement Bids at External Nodes, for generating units

operating as Synchronous Condensers at the direction of the ISO, for Dispatchable Asset Related
Demand Resources (pumps only) that are not Self-Scheduled, for cancellation of generating
Resources that are Pool-Scheduled Resources and for generating units backed down for the

purposes of providing Operating Reserve or VAR support.

NCPC calculations shall be performed separately for the Day-Ahead and Real-Time

Energy Markets.

I11.F.1.1. Effect of Self-Schedules on NCPC Credits
I11.F.1.1.1 Ineligibility for NCPC Credits (Day-Ahead Energy Market). In the
Day-Ahead Energy Market, the Resource’s Self-Scheduled hours shall be the Self-Scheduled hours

submitted in the Supply Offer.
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I11.F.2. NCPC Credits.

NCPC Credits

Reserve-er-VVAR-suppertare calculated for each of the following situations:

1) Pool-Scheduled Resources (Generators), including Local Second
Contingency Protection Resources (Generators) and External
Transactions (Day-Ahead and Real-Time Energy Markets); Increment
Offers and Decrement Bids cleared at External Nodes.

(2) Pool-Scheduled Resources (Synchronous Condensers and Special
Constraint Resources (“SCR”) - Real-Time Energy Market)

3) Canceled Pool-Scheduled Resources (Real-Time Energy Market)
4) Resources postured for reliability purposes (Real-Time Energy Market)

(5) Dispatchable Asset Related Demand Resources (pumps only) that are
postured for reliability purposes in Real-Time.

(6) Self-Scheduled generating Resources providing Operating Reserves by
operating in accordance with Dispatch Instructions in non-Self-Scheduled
hours or at levels above the Self-Scheduled MW in Self-Scheduled hours
during an Operating Day in which they have offered a contiguous block of
Self-Scheduled hours, which meet the criteria for such Self-Schedules set
forth in Section I11.F.1, at least equal to their Minimum Run Times.
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(e)  operational flags;
«Real-Time Emergency Conditions flag;
. Special Constraint Resource flag;

()] Generating Resource Desired Dispatch Points and Economic
Minimum Limits;

(9) Day-Ahead and Real-Time LMPs; and

(h) Generator flags (for example the Failure to Follow Dispatch

Instruction (“FTF”) flag) as set using the criterion set forth in

Section 2 of the ISO New England Manual for Market Operations,

M-11).

111.F.2.1.2 Hourly Day-Ahead Offer Amount. The ISO calculates the generating
Resource’s hourly Day-Ahead offer amount based on its Day-Ahead Offer Data that was utilized by
the 1SO in making the initial commitment decision and the generating Resource’s cleared Day-
Ahead MWh for that hour.
For a generating Resource continuing to run into a second Operating Day to satisfy its

Minimum Run Time, the Supply Offer prices originally used by the 1SO to commit the Resource
in the first Operating Day will continue to be binding for the purpose of calculating NCPC

Credits into the second Operating Day until such time as the Resource’s Minimum Run Time has

been satisfied.
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I111.F.2.1.14 Generating Resource Daily Real-Time Credits. The 1SO calculates

the daily Real-Time Credits for each generating Resource as follows:

€)] Sum hourly Real-Time offer amounts and include applicable No-

Load Fees and Start Up Fees for the day +f—¥he4§9deela¥ed—an—.§nqepgeney—eendrmn—&n—tms

(b) Sum hourly Real-Time values for the day.

() Real-Time Credits are equal to any portion of the generating
Resource’s total Real-Time offer amount in excess of its total Real-Time value.

I11.F.2.1.15 Real-Time Credit Allocation. The ISO allocates the Real-Time
Credits, for each generating Resource for each Operating Day, back to each hour in the Operating
Day in which the generating Resource actually operated and was eligible for NCPC Credit as

follows:
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I11.F.2.2.6 Market Participant’s Real-Time NCPC Condensing Credits. The ISO
calculates the daily Real-Time NCPC condensing Credits for each Market Participant by summing
all remaining hourly condensing generating Resource offer amounts, including applicable Start-Up
Fees, for the Operating Day taking the Market Participant’s Ownership Share into account.

I11.F.2.2.7 Total Real-Time NCPC Condensing Credits. The ISO sums the Real-
Time NCPC condensing Credits for all Market Participants for each Operating Day.

I11.F.2.3. Credits for Pool-Scheduled External Transaction Purchases_or Increment
Offers at External Nodes. For each Operating Day, the ISO calculates the Credits due each
Market Participant for Pool-Scheduled External Transaction purchases (modeled as Supply
Offers at External Nodes) or Increment Offers at External Nodes as follows. These calculations
only apply to External Transaction purchases submitted that are dispatchable and are submitted

as Source equals Sink, or cleared Increment Offers at External Nodes.

111.F.2.3.1 Real-Time NCPC Eligibility for Pool-Scheduled External Transactions
Purchases (priced imports).

@) For each hour that a Pool-Scheduled External Transaction purchase
is scheduled in Real-Time based on its Day-Ahead cleared schedule, the transaction is ineligible
for Real-Time NCPC Credits; and

(b) Pool-Scheduled External Transactions purchases are only eligible
for Real-Time NCPC Credits to the extent that the Real-Time transaction (measured in MWh)
exceeds the associated Day-Ahead schedule.
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111.F.2.3.2 Information Retrieved. The ISO retrieves the following information:

€)] dispatcher transaction logs

(b) Pool-Scheduled Day-Ahead scheduled and Real-Time scheduled
External Transaction purchases, and Increment Offers at External Nodes

(©) hourly Pool-Scheduled Day-Ahead and Real-Time External
Transaction purchase offer price curve ($/MWh, MW), and hourly Increment Offer price curve
($/MWh,MW) submitted at External Nodes

(d) Day-Ahead and Real-Time LMPs
(e) Transaction flags (Local Second Contingency Protection Resource)

111.F.2.3.3 Day-Ahead Offer Amount. The ISO calculates the hourly Day-Ahead
offer amount for each Pool-Scheduled External Transaction purchase or Increment Offer at an
External Node by multiplying the cleared Day-Ahead transaction amount by the transaction offer
price.

111.F.2.3.4 Hourly Day-Ahead Value. The ISO calculates the hourly Day-Ahead
value for each Pool-Scheduled External Transaction purchase or Increment Offer at an External
Node by multiplying the cleared Day-Ahead transaction amount by the Day-Ahead LMP at the

applicable External Node.
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111.F.2.3.5 Day-Ahead Credits. The ISO calculates the hourly Day-Ahead Credits
for each Pool-Scheduled External Transaction purchase or Increment Offer at an External Node as
follows:
@) Day-Ahead offer amounts for the hour

(b) Day-Ahead values for the hour

(c) Day-Ahead NCPC Credits for External Transaction purchases or
Increment Offers equal any portion of the import transaction’s hourly Day-Ahead offer amount
in excess of its hourly Day-Ahead value; provided, however, that where a Market Participant has
submitted and cleared one or more pool-scheduled External Transaction purchases or Increment
Offers for a given External Node and hour and the submitting Market Participant or its affiliate
has also submitted and cleared one or more External Transaction sales or Decrement Bids for the
External Node and hour, the Market Participant will be eligible for Day-Ahead External
Transaction NCPC Credits solely for any amount by which the megawatts of the total External
Transaction purchases or Increment Offers at the External Node are not offset by those of the
total cleared External Transaction sales or Decrement Bids. The External Transaction purchases

megawatts will be offset in order from highest to lowest priceprovidedfurther-however-that

111.F.2.3.7 Day-Ahead NCPC Credits: Market Participant’s Hourly Credits.

The I1SO calculates each Market Participant’s hourly Day-Ahead NCPC Credits as follows:
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{b)For each scheduled hour,+H-the-External Fransactionpurchase-is-hot

Hagged-as-Local- Second-Coentingency-Protection-Reseuree; the Market Participant’s share of
Day-Ahead economic NCPC Credits is equal to the Day-Ahead Credit in that hour.

111.F.2.3.8 Hourly Real-Time Offer Amount. The ISO calculates the hourly Real-
Time offer amount for each pool-scheduled External Transaction purchase by multiplying the
‘ scheduled Real-Time transaction amount that exceedsheurhy-pesitive-deviationsfrom the cleared
Day-Ahead schedule by the transaction offer price.
111.F.2.3.9 Hourly Real-Time Value. The ISO calculates the hourly Real-Time
value for each pool-scheduled External Transaction purchase by multiplying the scheduled Real-
‘ Time transaction amount that exceedstMWh-heurhy-deviationsfrom the cleared Day-Ahead
transaction MWh amount by the Real-Time LMP of the applicable External Node.
I111.F.2.3.10 Real-Time Credits Calculation. The I1SO calculates the daily Real-

Time Credits for Real-Time External Transaction purchases as follows:
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@) Sum hourly Real-Time offer amounts for the day
(b) Sum hourly Real-Time values for the day

(c) Real-Time daily Credit equals the portion of the External
Transaction purchase’s total daily Real-Time offer amount in
excess of its daily Real-Time value.

111.F.2.3.11 Real-Time Credits Allocation. The ISO allocates the Real-Time
Credits, for each External Transaction purchase for each Operating Day, back to each hour in the
Operating Day in which the External Transaction was scheduled and was eligible for NCPC Credit
as follows:

Hourly Credit = Daily Credit * (( Real-Time Load Obligation in operating hour) /
(Total Real-Time Load Obligations in all operating hours))

111.F.2.3.12 Real-Time NCPC Credits: Market Participant’s Hourly and
Operating Day Total. The ISO calculates each Market Participant’s hourly Real-Time NCPC
Credits and the total Real-Time NCPC Credits for each Operating Day as follows:

@) For each scheduled hour, if the External Transaction purchase is
flagged as Local Second Contingency Protection Resource, the Market Participant’s share of
Local Second Contingency Protection Resource Economic NCPC Credits is equal to the Real-
Time Credit in that hour. The ISO then sums all Real-Time Local Second Contingency
Protection Resource NCPC Credits for all External Transaction purchases for that Operating
Day,

(b) For each scheduled hour, if the External Transaction purchase is
not flagged as Local Second Contingency Protection Resource, the Market Participant’s share of
Real-Time NCPC Credits is equal to the Real-Time Credit in that hour. The I1SO then sums all
Real-Time NCPC Credits for all External Transaction purchases for that Operating Day.
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I11.F.2.4. Credits for Pool-Scheduled External Transactions Sales or Decrement

Bids at External Nodes and Dispatchable Asset Related Demand Resources (Pumps Only).
For each Operating Day, the ISO calculates the Credits due each Market Participant for pool-
scheduled External Transaction sales (modeled as Demand Bids at External Nodes) or
Decrement Bids at External Nodes and Dispatchable Asset Related Demand Resources (pumps
only) as follows. Credits for pool-scheduled External Transaction sales or Decrement Bids at
External Nodes only apply to External Transaction sales submitted that are Dispatchable and are

submitted as Source equals Sink, or cleared Decrement Bids at External Nodes. Dispatchable

Asset Related Demand Resources (pumps only) are eligible for NCPC Credits in hours for which
they are not Self-Scheduled and are following Dispatch Instructions. Dispatchable Asset Related
Demand Resources (pumps only) that are Self-Scheduled for any portion of an hour shall be
considered Self-Scheduled for the entire hour and shall not be eligible for NCPC Credits in that
hour.

I11.F.2.4.1 Real-Time NCPC Credit Eligibility for Pool-Scheduled External
Transactions Sales (priced exports) is determined as follows:

@ For each hour that a Pool-Scheduled External Transaction sale is

scheduled in Real-Time based on its Day-Ahead cleared schedule, the transaction is ineligible for
Real-Time NCPC Credits; and
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(b) Pool-Scheduled External Transactions sales are only eligible for
Real-Time NCPC to the extent that the Real-Time transaction (measured in MWh) is scheduled
to consume more than the associated Day-Ahead schedule.

I11.F.2.4.2 Information Retrieved. The ISO retrieves the following information:
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€)] dispatcher transaction logs

(b) Pool-Scheduled Day-Ahead scheduled and Real-Time scheduled
‘ External Transaction sales (positive values), and Decrement Bids at External Nodes

(©) Pool-Scheduled Day-Ahead scheduled consumption and Real-
Time actual consumption for Dispatchable Asset Related Demand Resources (pumps only)
(positive values)

(d) hourly Pool-Scheduled Day-Ahead and Real-Time External
‘ Transaction Demand Bid cost curve ($/MWh, MW), and hourly Decrement Bid cost curve

($/MWh,MW) submitted at External Nodes

(e) hourly Pool-Scheduled Real-Time Demand Bid cost curve
($MWh, MW) for Dispatchable Asset Related Demand Resources (pumps only)

()] Day-Ahead and Real-Time LMPs

111.F.2.4.3 Day-Ahead Bid Amount. The ISO calculates the hourly Day-Ahead bid
‘ amount for each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node by
multiplying the cleared Day-Ahead MWs by the Demand Bid price.
I11.F.2.4.4 Day-Ahead Cost. The ISO calculates the hourly Day-Ahead cost for
‘ each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node by

multiplying the cleared Day-Ahead MWs by the Day-Ahead LMP at the applicable External Node.
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111.F.2.4.5 Day-Ahead Credits. The ISO calculates the hourly Day-Ahead Credits
for each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node as follows:

€)] Day-Ahead bid amounts for the hour
(b) Day-Ahead costs for the hour

(©) Day-Ahead NCPC Credits for External Transaction sales or
Decrement Bids equal any portion of the sale transaction’s hourly Day-Ahead cost in excess of
its hourly Day-Ahead bid amount provided, however, that where a Market Participant has
submitted and cleared one or more pool-scheduled External Transaction sales or Decrement Bids
for a given External Node and hour and the submitting Market Participant or its affiliate has also
submitted and cleared one or more External Transaction purchases or Increment Offers for the
same External Node and hour, the Market Participant will be eligible for Day-Ahead External
Transaction NCPC Credits solely for any amount by which the megawatts of the External
Transaction sales or Decrement Bids at the External Node are not offset by those of the total
cleared External Transaction purchases or Increment Offers. The External Transaction sales
megawatts will be offset in order from lowest to highest price.

111.F.2.4.6 [Reserved.]Bay-Ahead-Credit-Alocation—For-each-External-Node-the
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I11.F.2.4.7 Real-Time Bid Amount - External Transaction Sale. The ISO
calculates the hourly Real-Time bid amount for each Pool-Scheduled External Transaction sale by
multiplying the seheduled-Real-Time transaction amount scheduled in excess of the cleared Day-
Ahead transaction amountM\A/k by the transaction Demand Bid price.

I11.F.2.4.8 Real-Time Bid Amount - Dispatchable Asset Related Demand
Resources (Pumps Only). The ISO calculates the hourly Real-Time bid amount for each
Dispatchable Asset Related Demand Resources (pumps only) by multiplying the actual Real-Time
consumption less any cleared Day-Ahead consumption by the Dispatchable Asset Related Demand
Resources (pumps only) Demand Bid price.

111.F.2.4.9 Real-Time Cost - External Transaction Sale. The ISO calculates the
hourly Real-Time cost for each Pool-Scheduled External Transaction sale by multiplying the
scheduled-Real-Time transaction amount scheduled in excess of-hourly-negative-deviationsfrom the
cleared Day-Ahead transaction amount by the Real-Time LMP of the applicable External Node.

I111.F.2.4.10 Real-Time Cost - Dispatchable Asset Related Demand Resources
(Pumps Only). The ISO calculates the hourly Real-Time cost for each Dispatchable Asset Related

Demand Resources (pumps only) by multiplying the
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Charges for NCPC

I11.F.3. Charges for NCPC

I11.F.3.1. Allocation. The sum of Day-Ahead NCPC Credits for the Day-Ahead Energy
Market, excluding the Day-Ahead NCPC credits for External Transactions (purchases and sales

Increment Offers and Decrement Bids at External Nodes, is allocated and charged to Market

Participants in proportion to the daily sum of their Day-Ahead Load Obligations. The sum of

Real-Time NCPC
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3) Subtract the Market Participant’s Exempt Real-Time Generation Obligation, as
calculated in step (1) above, from its total Real-Time Generation Obligation
within the Reliability Region(s) for which a Minimum Generation Emergency
was declared, and then divide that result by the result in step (2).

4) Multiply the total Minimum Generation Emergency Credit by the result in step
(3). This result is the Market Participant’s Minimum Generation Emergency
Charge.

I11.F.3.2. Calculations

111.F.3.2.1 Day-Ahead NCPC Cost, Day-Ahead Energy Market. The 1SO
calculates for each Operating Day the total Day-Ahead NCPC cost associated with the Day-Ahead
Energy Market by summing all Market Participant’s Day-Ahead NCPC Credits, as previously
calculated, for generating Resources, Peol-Scheduled-External- Fransaction-Purehases-Postured
Generators (non-VAR) and-Peol-Scheduled-External Fransaction-Sales-and Dispatchable Asset
Related Demand (pumps only).

111.F.3.2.2 Local Second Contingency Protection Resource NCPC Cost, Day-
Ahead Energy Market. The ISO calculates for each Operating Day the Local Second Contingency
Protection Resource NCPC cost associated with the Day-Ahead Energy Market by summing all
Market Participants’ Day-Ahead Local Second Contingency Protection Resource NCPC Credits.

111.F.3.2.3 VAR related NCPC Cost, Day-Ahead Energy Market. The ISO

calculates for each Operating Day the total VAR related NCPC cost associated with the Day-Ahead

Energy Market by summing all Market Participant’s Day-Ahead VAR Credits.
111.F.3.2.4 NCPC Charges, Day-Ahead Energy Market. The ISO calculates for

each Operating Day the NCPC Charges for the Day-Ahead Energy Market by allocating the total
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cost for the Day-Ahead Energy Market to each Market Participant based on the Market Participant’s
pro-rata daily share of the sum of Day-Ahead Load Obligations over all Locations (including the

Hub). For each External Node, if there are any Day-Ahead External Transaction purchase credits for
each External Transaction purchase or Increment Offer cleared in each hour, they are allocated and
charged pro-rata to the hourly Day-Ahead Load Obligations at the External Node. If there are any
Day-Ahead External Transaction sale credits for each External Transaction sale or Decrement Bid
cleared in each hour, they are allocated and charged pro-rata to the hourly Day-Ahead Generation

Obligations at the External Node.
111.F.3.2.5 Local Second Contingency Protection Resource NCPC Charges, Day-

Ahead Energy Market. The ISO calculates for each Operating Day the Local Second Contingency
Protection Resource NCPC Charges for the Day-Ahead Energy Market for each affected Reliability
Region by allocating the total Local Second Contingency Protection Resource NCPC cost for the
Day-Ahead Energy Market for each affected Reliability Region to each Market Participant within
the affected Reliability Region based on the Market Participant’s pro-rata daily share of the sum of
Day-Ahead Load Obligations over all Locations within the affected Reliability Region (not
including the Hub).

The External Node associated with an External Transaction sale that is, in accordance
with Market Rule 1 Section 111.1.10.7(h), a Capacity Export Through Import Constrained Zone
Transaction or an FCA Cleared Export Transaction shall be considered to be within the
Reliability Region from which the External Transaction is exporting for the purpose of
calculating Local Second Contingency Protection Resource NCPC Charges in the Day-Ahead
Energy Market. The External Node of a Capacity Export Through Import Constrained Zone
Transaction or an FCA Cleared Export Transaction is the External Node defined by the Forward
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Capacity Auction cleared Export Delist Bid or Administrative Export Delist Bid associated with

the External Transaction sale.
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including VAR Credits associated with Synchronous Condensers and Postured generating
Resources.

111.F.3.2.11 [Reserved.]

I11.F.3.2.12 Real-Time Load Obligation Deviation. The ISO calculates for each
hour of the Operating Day each Market Participant’s Real-Time Load Obligation Deviation (as
adjusted in accordance with Section 111.F.3.1) by summing the difference between the Market
Participant’s Real-Time Load Obligation and Day-Ahead Load Obligation over all Locations

(including the Hub).

111.F.3.2.13 [Reserved.]Real-Fime-Load-Obligation-Deviation-within-each
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111.F.3.2.14 Real-Time Generation Obligation Deviation at External Nodes. The
ISO calculates for each hour of the Operating Day each Market Participant’s Real-Time Generation
Obligation Deviation at External Nodes by summing the difference between the Market Participant’s
Real-Time Generation Obligation and Day-Ahead Generation Obligation over all External Nodes.

I11.F.3.2.15 Other. The ISO calculates for each Operating Day the non-Postured
non-Synchronous Condenser related, Synchronous Condenser related, non-Local Second
Contingency Protection Resource related, non-Regulation and non-SCR related economic NCPC
Charges for the Real-Time Energy Market for each Market Participant by allocating the total Real-
Time non-Synchronous Condenser related, Synchronous Condenser related, non-Local Second

Contingency Protection Resource related
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ISO New England Inc. 1st Rev Sheet No. 15Q
FERC Electric Tariff No. 3 Superseding Original 15Q
General Terms and Conditions

Section 1.2 — Rules of Construction; Definitions

Economic Minimum Limit or Economic Min is the maximum of the following values: (i) the
Emergency Minimum Limit; (ii) a level supported by environmental and/or operating permit
restrictions; or (iii) a level that addresses any significant economic penalties associated with
operating at lower levels that can not be adequately represented by three part bidding (Start-Up
Fee, No-Load Fee and incremental energy price). In no event shall the Economic Minimum
Limit submitted as part of a generating unit’s Offer Data be higher than the generation level at
which a generating unit's incremental heat rate is minimized (i.e., transitioning from decreasing
as output increases to increasing as output increases) except that a Self-Scheduled Resource may
modify its Economic Minimum Limit on an hourly basis, as part of its Supply Offer, in order to
indicate the desired level of Self-Scheduled MWs.

Economic Studies is defined in Section 4.1(b) of Attachment K to the OATT.

Elective Transmission Upgrade is a Transmission Upgrade that is participant-funded (i.e.,
voluntarily funded by an entity or entities that have agreed to pay for all of the costs of such
Transmission Upgrade), and is not: (i) a Generator Interconnection Related Upgrade; (ii) a
Reliability Transmission Upgrade (including a NEMA Upgrade, as appropriate); (iii) an Market
Efficiency Transmission Upgrade (including a NEMA Upgrade, as appropriate); or (iv) initially
proposed in an Elective Transmission Upgrade Application filed with the ISO in accordance with
Section 11.47.2 on a date after the addition or modification already has been otherwise identified
in the current ISO Transmission Plan (other than as an Elective Transmission Upgrade) in

publication as of the date of that application.

Electric Reliability Organization (ERO) is defined in 18 C.F.R. § 39.1.
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ISO New England Inc. 1st Rev Sheet No. 15NNN
FERC Electric Tariff No. 3 Superseding Original 15NNN
General Terms and Conditions

Section 1.2 — Rules of Construction; Definitions

Pool RNS Rate is the transmission rate determined in accordance with paragraph (2) of
Schedule 9 of Section Il of the Tariff.

Pool-Scheduled Resources is described in Section 111.1.10.2 of Market Rule 1.

Pool Supported PTF is defined as: (i) PTF first placed in service prior to January 1, 2000; (ii)
Generator Interconnection Related Upgrades with respect to Category A and B projects (as
defined in Schedule 11), but only to the extent not paid for by the interconnecting Generator
Owner; and (iii) other PTF upgrades, but only to the extent the costs therefore are determined to

be Pool Supported PTF in accordance with Schedule 12.

Pool Transmission Facility (PTF) means the transmission facilities owned by PTOs which
meet the criteria specified in Section 11.49 of the OATT.

Poorly Performing Resource is described in Section 111.13.7.1.1.5 of Market Rule 1.

Posture means an action of the ISO to deviate from the jointly optimized security constrained
economic dispatch for Energy and Operating Reserves solution for a Resource produced by the
ISO’s technical software for the purpose of maintaining sufficient Operating Reserve (both on-

line and off-line) or for the provision of voltage or VAR support.

Power Purchaser is the entity that is purchasing the capacity and/or energy to be transmitted
under the OATT.

Pre-1997 PTF Rate is the transmission rate of a PTO determined in accordance with paragraph
(5) of Schedule 9 to the OATT.
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ISO New England Inc.
FERC Electric Tariff No. 3

2nd Rev Sheet No. 7174
Superseding 1st Rev 7174

Section III — Market Rule 1 — Standard Market Design

Section II1.3 — Accounting and Billing

for the entire time specified in the Offer Data for such

Resource.

(b) The following determination shall be made for the Day
Ahead Energy Market:

(1)

For each Pool-Scheduled generating Resource that
is scheduled in the Day-Ahead Energy Market: the
total offered price for Start- Up and No-Load Fees
and energy, determined on the basis of the
Resource’s scheduled output, shall be compared to
the total value of that Resource’s scheduled energy
output as determined by the Day-Ahead Energy
Market and the Day-Ahead Prices applicable to the
relevant generation Node or External Node in the
Day-Ahead Energy Market. Except as otherwise
provided in Section III.F.2.3.5 and Section
III.F.2.4.5 of Appendix F, if the total offered price
summed over all hours for the Operating Day
exceeds the total value summed over all hours for
the Operating Day, the difference shall be credited
to the Market Participant.
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ISO New England Inc.
FERC Electric Tariff No. 3

4th Rev Sheet No. 7176
Superseding 3rd Rev 7176

Section III — Market Rule 1 — Standard Market Design

Section II1.3 — Accounting and Billing

(d)

(e)

Charge” in the Day-Ahead Energy Market in each
Operating Day.

The NCPC Charge in the Day-Ahead Energy Market shall
be allocated and charged to each Market Participant in
proportion to the sum of its hourly Day- Ahead Load
Obligation in for that Operating Day except that, any
NCPC Charge associated with Pool-Scheduled Resources
scheduled in the Day-Ahead Energy Market for the
provision of voltage or VAR support are charged in
accordance with the provisions of Schedule 2 of Section II
of the Transmission, Markets and Services Tariff, and any
economic NCPC Charges associated with External
Transactions (purchases and sales), Increment Offers or
Decrement Bids at External Nodes in the Day-Ahead
Energy Market are charged in accordance Section

III.F.3.2.4 of Appendix F.

At the end of each Operating Day, the following

determinations shall be made:

(1) for each eligible hour for each synchronized Pool-
Scheduled Resource of each Market Participant that

Issued by: Raymond W. Hepper,

Effective: June 1, 2010

Vice President and General Counsel

Issued on: March 24, 2010

DMEAST #11360532 v15



ISO New England Inc.

4th Rev Sheet No. 8002

FERC Electric Tariff No. 3 Superseding 3rd Rev 8002
Section 111 — Market Rule 1 — Standard Market Design
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ISO New England Inc. 3rd Rev Sheet No. 8008
FERC Electric Tariff No. 3 Superseding 2nd Rev 8008
Section 111 — Market Rule 1 — Standard Market Design

Appendix F — Net Commitment Period Compensation Accounting

Overview

NCPC Credits are also provided for Dispatchable External Transactions (both purchases
and sales), for Increment Offers and Decrement Bids at External Nodes, for generating units
operating as Synchronous Condensers at the direction of the ISO, for Dispatchable Asset Related
Demand Resources (pumps only) that are not Self-Scheduled, for cancellation of generating
Resources that are Pool-Scheduled Resources and for generating units backed down for the

purposes of providing Operating Reserve or VAR support.

NCPC calculations shall be performed separately for the Day-Ahead and Real-Time

Energy Markets.

I11.F.1.1. Effect of Self-Schedules on NCPC Credits
I11.F.1.1.1 Ineligibility for NCPC Credits (Day-Ahead Energy Market). In the
Day-Ahead Energy Market, the Resource’s Self-Scheduled hours shall be the Self-Scheduled hours

submitted in the Supply Offer.
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ISO New England Inc.

4th Rev Sheet No. 8012

FERC Electric Tariff No. 3 Superseding 3rd Rev 8012
Section 111 — Market Rule 1 — Standard Market Design
Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

I11.F.2. NCPC Credits.

NCPC Credits are calculated for each of the following situations:

1)

()

(3)
(4)
(5)

(6)

Pool-Scheduled Resources (Generators), including Local Second
Contingency Protection Resources (Generators) and External
Transactions (Day-Ahead and Real-Time Energy Markets); Increment
Offers and Decrement Bids cleared at External Nodes.

Pool-Scheduled Resources (Synchronous Condensers and Special
Constraint Resources (“SCR”) - Real-Time Energy Market)

Canceled Pool-Scheduled Resources (Real-Time Energy Market)
Resources postured for reliability purposes (Real-Time Energy Market)

Dispatchable Asset Related Demand Resources (pumps only) that are
postured for reliability purposes in Real-Time.

Self-Scheduled generating Resources providing Operating Reserves by
operating in accordance with Dispatch Instructions in non-Self-Scheduled
hours or at levels above the Self-Scheduled MW in Self-Scheduled hours
during an Operating Day in which they have offered a contiguous block of
Self-Scheduled hours, which meet the criteria for such Self-Schedules set
forth in Section I11.F.1, at least equal to their Minimum Run Times.
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ISO New England Inc.
FERC Electric Tariff No. 3

2nd Rev Sheet No. 8015
Superseding 1st Rev 8015

Section 111 — Market Rule 1 — Standard Market Design
Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

()

()

(@)
(h)

operational flags;
o Special Constraint Resource flag;

Generating Resource Desired Dispatch Points and Economic
Minimum Limits;

Day-Ahead and Real-Time LMPs; and

Generator flags (for example the Failure to Follow Dispatch
Instruction (“FTF”) flag) as set using the criterion set forth in
Section 2 of the ISO New England Manual for Market Operations,
M-11).

I111.F.2.1.2 Hourly Day-Ahead Offer Amount. The ISO calculates the generating

Resource’s hourly Day-Ahead offer amount based on its Day-Ahead Offer Data that was utilized by

the 1SO in making the initial commitment decision and the generating Resource’s cleared Day-

Ahead MWh for that hour.

For a generating Resource continuing to run into a second Operating Day to satisfy its

Minimum Run Time, the Supply Offer prices originally used by the 1SO to commit the Resource

in the first Operating Day will continue to be binding for the purpose of calculating NCPC

Credits into the second Operating Day until such time as the Resource’s Minimum Run Time has

been satisfied.
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FERC Electric Tariff No. 3 Superseding 2nd Rev 8026
Section 111 — Market Rule 1 — Standard Market Design

Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

I111.F.2.1.14 Generating Resource Daily Real-Time Credits. The I1SO calculates

the daily Real-Time Credits for each generating Resource as follows:

€)] Sum hourly Real-Time offer amounts and include applicable No-
Load Fees and Start-Up Fees for the day.

(b) Sum hourly Real-Time values for the day.

(©) Real-Time Credits are equal to any portion of the generating
Resource’s total Real-Time offer amount in excess of its total Real-Time value.

I11.F.2.1.15 Real-Time Credit Allocation. The ISO allocates the Real-Time
Credits, for each generating Resource for each Operating Day, back to each hour in the Operating
Day in which the generating Resource actually operated and was eligible for NCPC Credit as

follows:
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ISO New England Inc. 3rd Rev Sheet No. 8031
FERC Electric Tariff No. 3 Superseding 2nd Rev 8031
Section 111 — Market Rule 1 — Standard Market Design

Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

I11.F.2.2.6 Market Participant’s Real-Time NCPC Condensing Credits. The ISO
calculates the daily Real-Time NCPC condensing Credits for each Market Participant by summing
all remaining hourly condensing generating Resource offer amounts, including applicable Start-Up
Fees, for the Operating Day taking the Market Participant’s Ownership Share into account.

I11.F.2.2.7 Total Real-Time NCPC Condensing Credits. The ISO sums the Real-
Time NCPC condensing Credits for all Market Participants for each Operating Day.

I11.F.2.3. Credits for Pool-Scheduled External Transaction Purchases or Increment
Offers at External Nodes. For each Operating Day, the 1SO calculates the Credits due each
Market Participant for Pool-Scheduled External Transaction purchases (modeled as Supply
Offers at External Nodes) or Increment Offers at External Nodes as follows. These calculations
only apply to External Transaction purchases submitted that are dispatchable and are submitted
as Source equals Sink, or cleared Increment Offers at External Nodes.

111.F.2.3.1 Real-Time NCPC Eligibility for Pool-Scheduled External Transactions
Purchases (priced imports).

@) For each hour that a Pool-Scheduled External Transaction purchase

is scheduled in Real-Time based on its Day-Ahead cleared schedule, the transaction is ineligible
for Real-Time NCPC Credits; and

(b) Pool-Scheduled External Transactions purchases are only eligible
for Real-Time NCPC Credits to the extent that the Real-Time transaction (measured in MWh)
exceeds the associated Day-Ahead schedule.
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Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

111.F.2.3.2 Information Retrieved. The ISO retrieves the following information:

€)] dispatcher transaction logs

(b) Pool-Scheduled Day-Ahead scheduled and Real-Time scheduled
External Transaction purchases, and Increment Offers at External Nodes

(©) hourly Pool-Scheduled Day-Ahead and Real-Time External
Transaction purchase offer price curve ($/MWh, MW), and hourly Increment Offer price curve
($/MWh,MW) submitted at External Nodes

(d) Day-Ahead and Real-Time LMPs
(e) Transaction flags (Local Second Contingency Protection Resource)

111.F.2.3.3 Day-Ahead Offer Amount. The ISO calculates the hourly Day-Ahead
offer amount for each Pool-Scheduled External Transaction purchase or Increment Offer at an
External Node by multiplying the cleared Day-Ahead transaction amount by the transaction offer
price.

111.F.2.3.4 Hourly Day-Ahead Value. The ISO calculates the hourly Day-Ahead
value for each Pool-Scheduled External Transaction purchase or Increment Offer at an External
Node by multiplying the cleared Day-Ahead transaction amount by the Day-Ahead LMP at the

applicable External Node.
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Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

111.F.2.3.5 Day-Ahead Credits. The ISO calculates the hourly Day-Ahead Credits
for each Pool-Scheduled External Transaction purchase or Increment Offer at an External Node as
follows:
€)] Day-Ahead offer amounts for the hour

(b) Day-Ahead values for the hour

(c) Day-Ahead NCPC Credits for External Transaction purchases or
Increment Offers equal any portion of the import transaction’s hourly Day-Ahead offer amount
in excess of its hourly Day-Ahead value; provided, however, that where a Market Participant has
submitted and cleared one or more pool-scheduled External Transaction purchases or Increment
Offers for a given External Node and hour and the submitting Market Participant or its affiliate
has also submitted and cleared one or more External Transaction sales or Decrement Bids for the
External Node and hour, the Market Participant will be eligible for Day-Ahead External
Transaction NCPC Credits solely for any amount by which the megawatts of the total External
Transaction purchases or Increment Offers at the External Node are not offset by those of the
total cleared External Transaction sales or Decrement Bids. The External Transaction purchases
megawatts will be offset in order from highest to lowest price.

111.F.2.3.6 [Reserved.]
111.F.2.3.7 Day-Ahead NCPC Credits: Market Participant’s Hourly Credits.

The I1SO calculates each Market Participant’s hourly Day-Ahead NCPC Credits as follows:
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Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

For each scheduled hour, the Market Participant’s share of Day-Ahead
economic NCPC Credits is equal to the Day-Ahead Credit in that hour.

111.F.2.3.8 Hourly Real-Time Offer Amount. The ISO calculates the hourly Real-
Time offer amount for each pool-scheduled External Transaction purchase by multiplying the
scheduled Real-Time transaction amount that exceeds the cleared Day-Ahead schedule by the
transaction offer price.

111.F.2.3.9 Hourly Real-Time Value. The ISO calculates the hourly Real-Time
value for each pool-scheduled External Transaction purchase by multiplying the scheduled Real-
Time transaction amount that exceeds the cleared Day-Ahead transaction MWh amount by the Real-
Time LMP of the applicable External Node.

111.F.2.3.10 Real-Time Credits Calculation. The ISO calculates the daily Real-

Time Credits for Real-Time External Transaction purchases as follows:
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Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

@) Sum hourly Real-Time offer amounts for the day
(b) Sum hourly Real-Time values for the day

(c) Real-Time daily Credit equals the portion of the External
Transaction purchase’s total daily Real-Time offer amount in
excess of its daily Real-Time value.

111.F.2.3.11 Real-Time Credits Allocation. The ISO allocates the Real-Time
Credits, for each External Transaction purchase for each Operating Day, back to each hour in the
Operating Day in which the External Transaction was scheduled and was eligible for NCPC Credit
as follows:

Hourly Credit = Daily Credit * (( Real-Time Load Obligation in operating hour) /
(Total Real-Time Load Obligations in all operating hours))

111.F.2.3.12 Real-Time NCPC Credits: Market Participant’s Hourly and
Operating Day Total. The ISO calculates each Market Participant’s hourly Real-Time NCPC
Credits and the total Real-Time NCPC Credits for each Operating Day as follows:

@) For each scheduled hour, if the External Transaction purchase is
flagged as Local Second Contingency Protection Resource, the Market Participant’s share of
Local Second Contingency Protection Resource Economic NCPC Credits is equal to the Real-
Time Credit in that hour. The ISO then sums all Real-Time Local Second Contingency
Protection Resource NCPC Credits for all External Transaction purchases for that Operating
Day,

(b) For each scheduled hour, if the External Transaction purchase is
not flagged as Local Second Contingency Protection Resource, the Market Participant’s share of
Real-Time NCPC Credits is equal to the Real-Time Credit in that hour. The 1SO then sums all
Real-Time NCPC Credits for all External Transaction purchases for that Operating Day.
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NCPC Credits

I11.F.2.4. Credits for Pool-Scheduled External Transactions Sales or Decrement
Bids at External Nodes and Dispatchable Asset Related Demand Resources (Pumps Only).
For each Operating Day, the ISO calculates the Credits due each Market Participant for pool-
scheduled External Transaction sales (modeled as Demand Bids at External Nodes) or
Decrement Bids at External Nodes and Dispatchable Asset Related Demand Resources (pumps
only) as follows. Credits for pool-scheduled External Transaction sales or Decrement Bids at
External Nodes only apply to External Transaction sales submitted that are Dispatchable and are
submitted as Source equals Sink, or cleared Decrement Bids at External Nodes. Dispatchable
Asset Related Demand Resources (pumps only) are eligible for NCPC Credits in hours for which
they are not Self-Scheduled and are following Dispatch Instructions. Dispatchable Asset Related
Demand Resources (pumps only) that are Self-Scheduled for any portion of an hour shall be
considered Self-Scheduled for the entire hour and shall not be eligible for NCPC Credits in that
hour.

I11.F.2.4.1 Real-Time NCPC Credit Eligibility for Pool-Scheduled External

Transactions Sales (priced exports) is determined as follows:

@ For each hour that a Pool-Scheduled External Transaction sale is
scheduled in Real-Time based on its Day-Ahead cleared schedule, the transaction is ineligible for
Real-Time NCPC Credits; and

(b) Pool-Scheduled External Transactions sales are only eligible for

Real-Time NCPC to the extent that the Real-Time transaction (measured in MWh) is scheduled
to consume more than the associated Day-Ahead schedule.

I11.F.2.4.2 Information Retrieved. The ISO retrieves the following information:
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NCPC Credits

€)] dispatcher transaction logs

(b) Pool-Scheduled Day-Ahead scheduled and Real-Time scheduled
External Transaction sales (positive values), and Decrement Bids at External Nodes

(©) Pool-Scheduled Day-Ahead scheduled consumption and Real-
Time actual consumption for Dispatchable Asset Related Demand Resources (pumps only)
(positive values)

(d) hourly Pool-Scheduled Day-Ahead and Real-Time External
Transaction Demand Bid cost curve ($/MWh, MW), and hourly Decrement Bid cost curve
($/MWh,MW) submitted at External Nodes

(e) hourly Pool-Scheduled Real-Time Demand Bid cost curve
($MWh, MW) for Dispatchable Asset Related Demand Resources (pumps only)

()] Day-Ahead and Real-Time LMPs

111.F.2.4.3 Day-Ahead Bid Amount. The ISO calculates the hourly Day-Ahead bid
amount for each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node by
multiplying the cleared Day-Ahead MWs by the Demand Bid price.

I11.F.2.4.4 Day-Ahead Cost. The ISO calculates the hourly Day-Ahead cost for
each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node by

multiplying the cleared Day-Ahead MWs by the Day-Ahead LMP at the applicable External Node.

Issued by: Raymond W. Hepper, Effective: June 1, 2010
Vice President and General Counsel
Issued on: March 24, 2010

DMEAST #9544144 v15



ISO New England Inc. 6th Rev Sheet No. 8038
FERC Electric Tariff No. 3 Superseding 5th Rev 8038
Section 111 — Market Rule 1 — Standard Market Design

Appendix F — Net Commitment Period Compensation Accounting

NCPC Credits

111.F.2.4.5 Day-Ahead Credits. The ISO calculates the hourly Day-Ahead Credits
for each Pool-Scheduled External Transaction sale or Decrement Bid at an External Node as follows:

@) Day-Ahead bid amounts for the hour
(b) Day-Ahead costs for the hour

(© Day-Ahead NCPC Credits for External Transaction sales or
Decrement Bids equal any portion of the sale transaction’s hourly Day-Ahead cost in excess of
its hourly Day-Ahead bid amount provided, however, that where a Market Participant has
submitted and cleared one or more pool-scheduled External Transaction sales or Decrement Bids
for a given External Node and hour and the submitting Market Participant or its affiliate has also
submitted and cleared one or more External Transaction purchases or Increment Offers for the
same External Node and hour, the Market Participant will be eligible for Day-Ahead External
Transaction NCPC Credits solely for any amount by which the megawatts of the External
Transaction sales or Decrement Bids at the External Node are not offset by those of the total
cleared External Transaction purchases or Increment Offers. The External Transaction sales
megawatts will be offset in order from lowest to highest price.

111.F.2.4.6 [Reserved.]
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NCPC Credits

I11.F.2.4.7 Real-Time Bid Amount - External Transaction Sale. The ISO
calculates the hourly Real-Time bid amount for each Pool-Scheduled External Transaction sale by
multiplying the Real-Time transaction amount scheduled in excess of the cleared Day-Ahead
transaction amount by the transaction Demand Bid price.

I11.F.2.4.8 Real-Time Bid Amount - Dispatchable Asset Related Demand
Resources (Pumps Only). The ISO calculates the hourly Real-Time bid amount for each
Dispatchable Asset Related Demand Resources (pumps only) by multiplying the actual Real-Time
consumption less any cleared Day-Ahead consumption by the Dispatchable Asset Related Demand
Resources (pumps only) Demand Bid price.

111.F.2.4.9 Real-Time Cost - External Transaction Sale. The ISO calculates the
hourly Real-Time cost for each Pool-Scheduled External Transaction sale by multiplying the Real-
Time transaction amount scheduled in excess of the cleared Day-Ahead transaction amount by the
Real-Time LMP of the applicable External Node.

I111.F.2.4.10 Real-Time Cost - Dispatchable Asset Related Demand Resources
(Pumps Only). The ISO calculates the hourly Real-Time cost for each Dispatchable Asset Related

Demand Resources (pumps only) by multiplying the
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Charges for NCPC

I11.F.3. Charges for NCPC

I11.F.3.1. Allocation. The sum of Day-Ahead NCPC Credits for the Day-Ahead Energy
Market, excluding the Day-Ahead NCPC credits for External Transactions (purchases and sales),
Increment Offers and Decrement Bids at External Nodes, is allocated and charged to Market
Participants in proportion to the daily sum of their Day-Ahead Load Obligations. The sum of

Real-Time NCPC
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Charges for NCPC

3) Subtract the Market Participant’s Exempt Real-Time Generation Obligation, as
calculated in step (1) above, from its total Real-Time Generation Obligation
within the Reliability Region(s) for which a Minimum Generation Emergency
was declared, and then divide that result by the result in step (2).

4) Multiply the total Minimum Generation Emergency Credit by the result in step
(3). This result is the Market Participant’s Minimum Generation Emergency
Charge.

I11.F.3.2. Calculations

111.F.3.2.1 Day-Ahead NCPC Cost, Day-Ahead Energy Market. The 1SO
calculates for each Operating Day the total Day-Ahead NCPC cost associated with the Day-Ahead
Energy Market by summing all Market Participant’s Day-Ahead NCPC Credits, as previously
calculated, for generating Resources, Postured Generators (non-VAR) and Dispatchable Asset
Related Demand (pumps only).

111.F.3.2.2 Local Second Contingency Protection Resource NCPC Cost, Day-
Ahead Energy Market. The ISO calculates for each Operating Day the Local Second Contingency
Protection Resource NCPC cost associated with the Day-Ahead Energy Market by summing all
Market Participants’ Day-Ahead Local Second Contingency Protection Resource NCPC Credits.

111.F.3.2.3 VAR related NCPC Cost, Day-Ahead Energy Market. The ISO
calculates for each Operating Day the total VAR related NCPC cost associated with the Day-Ahead
Energy Market by summing all Market Participant’s Day-Ahead VAR Credits.

I11.F.3.2.4 NCPC Charges, Day-Ahead Energy Market. The I1SO calculates for

each Operating Day the NCPC Charges for the Day-Ahead Energy Market by allocating the total
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economic NCPC cost for the Day-Ahead Energy Market to each Market Participant based on the
Market Participant’s pro-rata daily share of the sum of Day-Ahead Load Obligations over all
Locations (including the Hub). For each External Node, if there are any Day-Ahead External
Transaction purchase credits for each External Transaction purchase or Increment Offer cleared in
each hour, they are allocated and charged pro-rata to the hourly Day-Ahead Load Obligations at the
External Node. If there are any Day-Ahead External Transaction sale credits for each External
Transaction sale or Decrement Bid cleared in each hour, they are allocated and charged pro-rata to
the hourly Day-Ahead Generation Obligations at the External Node.
111.F.3.2.5 Local Second Contingency Protection Resource NCPC Charges, Day-

Ahead Energy Market. The ISO calculates for each Operating Day the Local Second Contingency
Protection Resource NCPC Charges for the Day-Ahead Energy Market for each affected Reliability
Region by allocating the total Local Second Contingency Protection Resource NCPC cost for the
Day-Ahead Energy Market for each affected Reliability Region to each Market Participant within
the affected Reliability Region based on the Market Participant’s pro-rata daily share of the sum of
Day-Ahead Load Obligations over all Locations within the affected Reliability Region (not
including the Hub).

The External Node associated with an External Transaction sale that is, in accordance
with Market Rule 1 Section 111.1.10.7(h), a Capacity Export Through Import Constrained Zone
Transaction or an FCA Cleared Export Transaction shall be considered to be within the
Reliability Region from which the External Transaction is exporting for the purpose of
calculating Local Second Contingency Protection Resource NCPC Charges in the Day-Ahead
Energy Market. The External Node of a Capacity Export Through Import Constrained Zone
Transaction or an FCA Cleared Export Transaction is the External Node defined by the Forward
Capacity Auction cleared Export Delist Bid or Administrative Export Delist Bid associated with

the External Transaction sale.
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Charges for NCPC

including VAR Credits associated with Synchronous Condensers and Postured generating
Resources.

111.F.3.2.11 [Reserved.]

I11.F.3.2.12 Real-Time Load Obligation Deviation. The ISO calculates for each
hour of the Operating Day each Market Participant’s Real-Time Load Obligation Deviation (as
adjusted in accordance with Section 111.F.3.1) by summing the difference between the Market
Participant’s Real-Time Load Obligation and Day-Ahead Load Obligation over all Locations
(including the Hub).

111.F.3.2.13 [Reserved.]
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Charges for NCPC

111.F.3.2.14 Real-Time Generation Obligation Deviation at External Nodes. The
ISO calculates for each hour of the Operating Day each Market Participant’s Real-Time Generation
Obligation Deviation at External Nodes by summing the difference between the Market Participant’s
Real-Time Generation Obligation and Day-Ahead Generation Obligation over all External Nodes.

111.F.3.2.15 Other. The ISO calculates for each Operating Day the non-Postured
non-Synchronous Condenser related, Synchronous Condenser related, non-Local Second
Contingency Protection Resource related, non-Regulation and non-SCR related economic NCPC
Charges for the Real-Time Energy Market for each Market Participant by allocating the total Real-
Time non-Synchronous Condenser related, Synchronous Condenser related, non-Local Second

Contingency Protection Resource related
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Docket No. ER10-__ -000

N N N N

JOINT TESTIMONY OF
JINYE ZHAO AND SHANNON L. HANN
INTRODUCTION
Please state your name, title and business address.
Ms. Zhao. My name is Jinye Zhao. | am a Senior Analyst in the Business
Architecture and Technology group at ISO New England Inc. (the “ISO”). My

business address is One Sullivan Road, Holyoke, Massachusetts 01040.

Ms. Hann. My name is Shannon L. Hann. | am the Director of Market Analysis
& Settlements for the ISO. My business address is One Sullivan Road, Holyoke,

Massachusetts 01040.

Please describe your work experience and educational background.
Ms. Zhao. | obtained a Bachelor of Science degree in Mathematics from

East China Normal University in 2002 and a Master of Science degree in
Mathematics from National University of Singapore in 2004. | received a
Master of Engineering degree in Operations Research and Statistics and a
Ph.D. degree in Mathematics from Rensselaer Polytechnic Institute in

2007. My specialty is modeling of energy markets using optimization and

game theory. | joined the Market Development group at 1SO in December
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2007. Currently, 1 am a Senior Analyst in the Business Architecture and

Technology group at 1SO.

Ms. Hann. As the Director of Market Analysis & Settlements, | oversee the day-
to-day functions of the department, including the Hourly Markets, Monthly
Markets, 1SO and Open Access Transmission Tariffs, Market Analysis and
Reporting, and project planning and implementation. My responsibilities also
include working with other 1SO departments and stakeholders to develop new
market rules and procedures, to assess the impact of rule changes on the Market
Analysis & Settlements Department’s operation, and to coordinate the
implementation of market rule changes and business process improvements for
the Market Analysis & Settlements Department. Previously, | held the position of
Settlement and Finance Project Coordinator and was responsible for
implementation of Standard Market Design for the Settlement and Finance
Departments. | was also the Internal Auditor responsible for the SAS 70 and
Interim Market Design audits. | hold a Bachelors Degree in Business
Administration with a concentration in accounting from the University of

Massachusetts. | am a Certified Public Accountant in the state of Massachusetts.

PURPOSE, SCOPE, AND SUMMARY OF TESTIMONY

What is the purpose of your testimony?
The testimony supports a number of clarifications to Market Rule 1 that generally

relate to the settlement of the markets. The clarifications are not intended to

substantively change the manner in which settlement charges and credits are
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calculated, but rather are simply intended to provide greater clarity and guidance
for Market Participants that participate in New England’s competitive wholesale

electricity market.

DESCRIPTION OF THE PROPOSED CLARIFICATIONS

Please describe the proposed clarifications.
The proposed clarifications generally address seven distinct settlement-related

issues, most of which relate to Net Commitment Period Compensation (“NCPC”)

calculations. The seven issues are as follows:

1. Clarifying Market Rule 1, Appendix F concerning the eligibility of virtual
transactions for NCPC credits. The changes conform Appendix F to the
market rule changes regarding the eligibility of virtual transactions for
NCPC credits that were submitted by the ISO in Docket No. ER09-547 on
January 15, 2009 and accepted by the Commission by letter order dated

February 12, 2009.

2. Revising Market Rule 1, Appendix F to clarify ambiguity involving the

allocation of day-ahead NCPC charges associated with External Nodes.

3. Clarify certain sections of Market Rule 1 and Appendix F regarding the
interaction of daily and hourly settlement calculations for day-ahead first
contingency protection (also called “economic”) NCPC to conform to

changes originally submitted in Docket No. ER09-547.

4. Removing an inoperable rule provision regarding day-ahead local second

contingency protection NCPC costs and External Transactions.
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5. Correct an inaccuracy in Section 2.4.7 of Appendix F concerning the
calculation of the real-time bid amount associated with External

Transaction sales for purposes of calculating real-time NCPC.

6. Modify several sections of Appendix F to more precisely describe certain
calculations that currently refer to positive and negative deviations in an

ambiguous manner.

7. Removal of inoperable provisions relating to a defined term, Effective

Offer Price, which became inoperable pursuant to a rule change in 2006

All of these changes and a few other minor housekeeping changes are shown
in detail in a table that is attached to this testimony as Exhibit 1. This table
was used to help explain the proposed changes as part of the stakeholder

review process.

Why is the 1SO proposing these changes?
All of the revised changes are non-substantive in nature and the intent of the

changes is simply to remove ambiguity and inaccuracies in the applicable tariff
sheets so that the market rules will provide greater clarity and guidance for
Market Participants and others that are stakeholders in New England’s

competitive wholesale electricity market.

CONCLUSION

Does this conclude your testimony?
Ms. Zhao. Yes.

Ms. Hann. Yes.
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Attachment 4



New England Governors
and Utility Regulatory
and Related Agencies

Connecticut

The Honorable M. Jodi Rell
State Capitol

210 Capitol Ave.

Hartford, CT 06106

Maine

The Honorable John E. Baldacci
One State House Station

Rm. 236

Augusta, ME 04333-0001

Massachusetts

The Honorable Deval Patrick
Office of the Governor

Rm. 360 State House

Boston, MA 02133

New Hampshire

The Honorable John H. Lynch
State House

25 Capitol Street

Concord, NH 03301

Rhode Island

The Honorable Donald L. Carcieri
State House Room 115
Providence, Rl 02903

Vermont

The Honorable James H. Douglas

109 State Street, Pavilion
Montpelier, VT 05609

Connecticut Department of Public Utility Control
10 Franklin Square
New Britain, CT 06051-2605

Maine Public Utilities Commission
State House, Station 18

242 State Street

Augusta, ME 04333-0018

Massachusetts Department of Public Utilities
One South Station
Boston, MA 02110

New Hampshire Public Utilities Commission
21 South Fruit Street

Suite 10

Concord, NH 03301-2429

Rhode Island Public Utilities Commission
89 Jefferson Boulevard
Warwick, Rl 02888

Vermont Public Service Board
112 State Street, Drawer 20
Montpelier, VT 05620-2701



New England Governors
and Utility Regulatory
and Related Agencies

Tim Woolf, President
New England Conference of
Public Utilities Commissioners, Inc.
c/o Massachusetts Department of Public Utilities
One South Station
Boston, MA 02110

William M. Nugent
Executive Director
New England Conference of

Public Utilities Commissioners, Inc.
50 Forest Falls Drive, Suite 6
Yarmouth, ME 04096-6937

Harvey L. Reiter, Esq.

Counsel for New England Conference
of Public Utilities Commissioners, Inc.

c/o Stinson Morrison Hecker LLP

1150 18th Street, NW, Suite 800

Washington, DC 20036-3816

Power Planning Committee

New England Governors’ Conference, Inc.
76 Summer Street, 2nd Floor

Boston, MA 02110-1226

Heather Hunt

Executive Director

New England States Committee on Electricity
HeatherHunt@NESCOE.com





