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October 29, 2015

VIA ELECTRONIC FILING

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. ER16-__ -000;
Part 1 of Two-Part Filing of Demand Response Changes;
Order Requested by December 31, 2015

Dear Secretary Bose:

Pursuant to Section 205 of the Federal Power Act, 1ISO New England Inc. (the “1SO™)
joined by the New England Power Pool (“NEPOOL™) Participants Committee? (together, the
“Filing Parties™), hereby jointly submit this transmittal letter and revised ISO Tariff sections that
reflect three sets of changes relating to the participation of demand response resources in the
New England wholesale markets (collectively, the “DR Changes”).®

Specifically, the DR Changes encompass: (i) delaying the full integration of demand
response into the wholesale markets by one year (the “DR Delay Changes™); (ii) revising the
methodology used to derive Demand Response Baselines (the “DR Baseline Changes”™); and (iii)
modifying the simultaneous auditing requirements of Real-Time Demand Response and Real-
Time Emergency Generation Resources (the “DR Simultaneous Auditing Changes”). In support
of the DR Changes, this filing also includes the testimony of Henry Y. Yoshimura, the ISO’s

' 16 U.S.C. § 824d (2012).

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 (“ISO Tariff”), the Second Restated New England
Power Pool Agreement, and the Participants Agreement. Market Rule 1 is Section I11 of the 1ISO Tariff.

¥ Under New England's RTO arrangements, the rights to make this filing of changes to Market Rule 1 under Section
205 of the Federal Power Act are the 1ISO's. NEPOOL, which pursuant to the Participants Agreement provides the
sole market participant stakeholder process for advisory voting on 1ISO matters, unanimously supported the changes
reflected in this filing and accordingly, joins in this Section 205 filing.
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Director of Demand Resource Strategy. This testimony (the “Yoshimura Testimony”) is
sponsored solely by the 1SO.

This filing letter and its attachments are Part 1 of a two-part contemporaneous submission
to the Commission. Due to technical limitations associated with the Commission’s eTariff
system, the ISO is not able to submit multiple changes to the same ISO Tariff section that have
different effective dates in one submission. Accordingly, Part 1 of the ISO’s overall submission
attaches the ISO Tariff changes with a proposed effective date of December 31, 2015, namely,
the DR Delay Changes and the DR Baseline Changes. Part 2 of the overall submission attaches
the 1SO Tariff changes with a proposed effective date of June 1, 2016, namely, the DR
Simultaneous Auditing Changes. The 1SO respectfully requests that an order on both parts of
this filing be issued by December 31, 2015. The explanation for all of the DR Changes is
contained in this Part 1 filing letter. Although the overall filing has been divided into two parts to
accommodate the eTariff system, the Commission should treat the submissions as a single filing.

. DESCRIPTION OF THE FILING PARTIES; COMMUNICATIONS

The ISO is the private, non-profit entity that serves as the regional transmission
organization (“RTQO”) 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 I1SO 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 440 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 1SO
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.”
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All correspondence and communications in this proceeding should be addressed to the
undersigned for the ISO and NEPOOL as follows:

To the ISO: To NEPOOL:

Kerim P. May* Stacy Dimou*

ISO New England Inc. Vice-Chair

One Sullivan Road NEPOOL Markets Committee
Holyoke, MA 01040-2841 P.O. Box 566

Tel: (413) 540-4551 Bangor, ME 04402

Fax: (413) 535-4379 Tel: (207) 669-2116

E-mail: kmay@iso-ne.com E-mail: stacy.dimou@earthlink.net

David T. Doot, Esq.*

Sebastian M. Lombardi, Esq.*
Day Pitney LLP

242 Trumbull Street

Hartford, CT 06103

Tel: (860) 275-0663

Fax: (860) 881-2493

Email: slombardi@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

* 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).

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

¢ 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).



Honorable Kimberly D. Bose
October 29, 2015
Page 4

the Commission develops an alternative proposal, the Commission must accept this Section 205
filing if it is just and reasonable.™®

I1l.  DESCRIPTION OF, AND JUSTIFICATION FOR, THE DR CHANGES
A. DR Delay Changes

As noted above, the DR Delay Changes delay the “full integration” of demand response
into the New England wholesale markets by one year — from June 1, 2017 until June 1, 2018.

1. Background on Full Integration and Rationale for Delay

The “full integration” of demand response into the wholesale markets refers to the 1SO’s
plan to enable Demand Response Resources to:

o Fully participate in the Day-Ahead and Real-Time Energy Markets: this would
be accomplished by enabling Demand Response Resources to submit Demand
Reduction Offers into the Day-Ahead and Real-Time Energy Markets, which
would be used to optimally commit and dispatch such resources in conjunction
with all other energy resources such as Generator Assets.™

o Provide Operating Reserve and participate in the Forward Reserve Market:
once Demand Response Resources are integrated into the Energy Markets,
Demand Reduction Offers in conjunction with all other Energy Market Supply
Offers will be used to co-optimally dispatch and designate Resources to provide
Energy and Operating Reserve so as to produce the most economically efficient
outcome to meet both energy and reserve requirements.*?

10" Cf. Southern California Edison Co., et al., 73 FERC 1 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)).

1 The full participation of Demand Response Resources in the Day-Ahead and Real-Time Energy Markets is the
second stage of a two-stage implementation process, which was proposed by the ISO to comply with Order No. 745.
The Commission largely accepted the 1SO’s proposal in the following orders: 1SO New England Inc., 138 FERC |
61,042 (2012) (order on the 1SO’s Order No. 745 Compliance Filing); 1SO New England Inc. and New England
Power Pool, Docket No. ER12-947-000 (Apr. 17, 2012) (delegated letter order accepting the 1SO’s Demand
Response FCM Conforming Changes); 1SO New England Inc. and New England Power Pool, Docket No. ER12-
1550-000 (May 29, 2012) (delegated letter order accepting the 1SO’s Market Rule 1 Clarifications to the Transition
Period Rules for Demand Response); ISO New England Inc., 142 FERC { 61,027 (2013) (order on the 1ISO’s Market
Rule 1 Demand Response FCM Conforming Changes for Full Integration); and ISO New England Inc., 144 FERC
61,140 (2013) (order on the ISO’s Market Rule 1 Clarifications to the Full Integration Rules for Demand Response
and Revisions to Address the Treatment of Net Supply).

12 The Commission accepted Tariff revisions to fully integrate Demand Response Resources into the reserve markets
in 1ISO New England Inc. and New England Power Pool, 150 FERC {61,007 (2015) (the “January 2015 Order™).
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. Receive obligations and compensation in the capacity market that are fully
comparable with those of dispatchable generation resources: with the
integration of Demand Response Resources into the energy and reserves markets,
all dispatchable resources participating in the capacity market would be subject to
and can receive fully comparable obligations and compensation in the capacity
market, which reduces potential market distortions.™

The delay of the full integration of demand response by one year stems from the
uncertainty created by the decision of the U.S. Court of Appeals for the District of Columbia
CircuitlS(“D.C. Circuit”) vacating Order No. 745, which is being reviewed by the U.S. Supreme
Court.

As explained in the 1SO-sponsored Yoshimura Testimony,'® key to the full integration of
demand response into all of the wholesale markets is the integration of Demand Response
Resources into the Energy Markets. Without Energy Market integration, not only would Demand
Response Resources not be able to participate in the Energy Markets, but these resources also
would not be able to provide Operating Reserves (on either a real-time or forward basis), given
that Energy Market offers are used to designate and compensate specific resources providing
reserves. Furthermore, if Demand Response Resources cannot participate in the Energy Markets,
their capacity market obligations and compensation cannot be made fully comparable with those
of dispatchable generation resources — for example, if Demand Response Resources were
prohibited from Energy Market participation, the requirement that resources with a Capacity
Supply Obligation (“CSO”) must participate in the Energy Markets, which is applied to
generation resources with a CSO,*" could not be applied to Demand Response Resources.®
Therefore, if the U.S. Supreme Court upholds the D.C. Circuit’s order vacating Order No. 745,
Demand Response Resource participation in the Energy Markets as currently envisioned in the
ISO Tariff would not be permitted, which makes full integration as described above impossible.
Under the circumstances, as explained more fully in the Yoshimura Testimony, prudent resource
management requires that full integration be delayed by one year.*

3 The Commission accepted the 1SO’s Tariff revisions to conform the FCM rules with the rules providing for full
integration of Demand Response Resources into the wholesale markets in the following orders: ISO New England
Inc., 142 FERC 1 61,027 (2013) (as corrected by errata notice issued January 15, 2013); and 1SO New England Inc.,
146 FERC 161,175 (2014).

1 Electric Power Supply Association v. FERC, 753 F.3d 216. (D.C. Cir. 2014) (“EPSA”).

15 See FERC v. Electric Power Supply Association, No. 14-840, 135 S. Ct. 2049 (May 4, 2015); EnerNOC, Inc. v.
Electric Power Supply Association, No. 14-841, 135 S. Ct. 2049 (May 4, 2015).

16 See Yoshimura Testimony at 7.
7 See 1SO Tariff Section 111.13.6.1.1.1.
18 See 1SO Tariff Section 111.13.6.1.5.1.

19 See Yoshimura Testimony at 7-8.
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2. ISO Tariff Revisions to Implement the Delay in Full Integration

Two main categories of market rule changes are needed to implement the delay — from
June 1, 2017 to June 1, 2018 — in the full integration of demand response into the wholesale
markets.

First, changes are needed to extend the currently effective rules for Real-Time Demand
Response Resources by one year, such that they will continue to apply through the eighth
Capacity Commitment Period — i.e., June 1, 2017 through May 31, 2018. These changes involve
simply changing the operative date from June 1, 2017, to June 1, 2018 in the appropriate areas of
the 1SO Tariff.?

Second, the market rules that will be applied to Demand Response Capacity Resources
that cleared in the eighth Forward Capacity Auction (“FCA 8”) for the eighth Capacity
Commitment Period — i.e., the period June 1, 2017 through May 31, 2018 — must be clarified.
FCA 8 has already been conducted and some Demand Response Capacity Resources cleared in
that auction under the current set of market rules, which specifies that full integration was going
to be in effect as of June 1, 2017. But if full integration is delayed by a year, the specific rules
governing Demand Response Capacity Resources for the eighth Capacity Commitment Period
become unclear.

To address this issue, the instant market rule changes specify that a Demand Response
Capacity Resource that cleared in FCA 8 will be treated as a Real-Time Demand Response
Resource during the eighth Capacity Commitment Period. Further, as a result of treating Demand
Response Capacity Resources as Real-Time Demand Response Resources, changes must be
made to avoid the application of the Shortage Event penalty construct to Demand Response
Capacity Resources. The current penalty structure in place for Real-Time Demand Response
Resources will apply, and this change will ensure that only one set of adjustments for non-
performance is applied to Demand Response Capacity Resources during the eighth Capacity
Commitment Period.?

% The date change is made in the following definitions in 1SO Tariff Section 1.2.2 — Block, Day-Ahead Demand
Reduction Obligation, Day-Ahead Energy Market, Demand Reduction Offer, Demand Response Resource,
Location, Locational Marginal Price (LMP), Offer Data, Real-Time Demand Reduction Obligation, Re-Offer
Period, Resource. The date change is also made in ISO Tariff Sections I11.8A, 111.8B, 111.13.1.4.1, 111.13.1.4.3.2,
111.13.6.1.5.1, 111.13.6.1.5.4.2, 111.13.7.1.1.1, 111.13.7.2.5.4 and 111.13.7.2.5.4.1, and Appendices E1 and E2 to Market
Rule 1.

%! These changes delete from 1SO Tariff Section 1.2.2 the definitions of Adjusted Audited Demand Reduction and
Hourly Adjusted Audited Demand Reduction. These definitions are not needed since the Shortage Event construct
will not be applied to Demand Response Capacity Resources. A definition of Capacity Scarcity Condition has been
added to that section. In addition, changes to clarify the treatment of resources that cleared in FCA 8 and to avoid
the imposition of Shortage Event penalties, as discussed in the text above, are made in 1SO Tariff Sections
111.8B.6.2, 111.8B.6.3, 111.13.1.4.1, 111.13.5.3.1.1, 111.13.5.3.1.4, 111.13.5.3.2, 111.13.5.3.2.3, 111.13.6.1.5.4.3.3.1,
111.13.7.1.1.1, 11.13.7.1.5.10, 111.13.7.2.7.1.4, and 111.13.17.2.7.5.

(continued...)
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B. DR Baseline Changes

The DR Baseline Changes replace the current “90/10” Demand Response Baseline
methodology with the “mean 10 of 10” methodology, which is less complex to administer and
that performs comparably or better as quantified by accuracy, bias, and variability metrics. In
addition, as of the date of full integration of demand response, the ISO will also calculate
baselines for two additional day types, Saturdays and Sundays/holidays, using a “mean 5 of 5”
methodology.

1. Background on Demand Response Baselines and the 90/10
Methodology

A Demand Response Baseline is the expected energy consumption of a demand response
asset for each interval of an Operating Day. The baseline is used to estimate the demand
reduction achieved by the asset if and when the associated resource is dispatched to reduce
consumption.

In 2003, the 1SO developed and implemented the current 90/10 Demand Response
Baseline methodology to facilitate the participation of demand response resources in the
wholesale capacity and energy markets.? This 90/10 baseline methodology estimates the
expected energy consumption of a demand response asset by simulating a ten-day rolling
average of meter data from the most recent days on which the associated resource was not
dispatched. Under this approach, the ISO takes 90 percent of the previously calculated baseline
for each five-minute interval of an Operating Day, and adds to each interval ten percent of the
interval meter data from the most recent day on which the associated resource was not
dispatched. While the Demand Response Baseline methodology has been revised since 2003, the
basic computation algorithm has remained largely unchanged.

As explained in the Yoshimura Testimony, the Demand Response Baseline methodology
is being changed because simulating a ten-day rolling average using the current 90/10 baseline
methodology is administratively complex and overly labor- and data-intensive.?* Specifically,
the 90/10 baseline methodology uses a recursive algorithm in which each new calculation of a
baseline relies primarily on the prior baseline, and each baseline is derived from past meter data.
Accordingly, if any past meter data is corrected within the ISO’s resettlement period, there will

(...continued)

In Section 111.8, a heading is added for Section 111.8 to encompass Sections 111.8A and 111.8B, to clarify that generic
references to Section 111.8 refer to both Sections 111.8A and 111.8B, whichever is relevant to the commitment period.
Similarly, in Section 111, Appendix E1, the Appendix EL1 title page is changed to a title page for Appendix E to
clarify that generic references to Appendix E refer to both Appendices E1 and E2, whichever is relevant to the
commitment period. The Appendix E2 title page is deleted.

Clean-up changes are made in the 1ISO Tariff Section 1.2.2 definition of “Offer Data,” in Section I11.8B.4, and in the
title of Section 111.13.7.2.7.1.4.

%2 See Yoshimura Testimony at 11.

%% See Yoshimura Testimony at 12.
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be a very significant “ripple effect” on the calculated baselines from the day of the corrected data
forward.?* That is, every time a data correction is made, every subsequent baseline, starting with
the baseline for the first day that was computed using the corrected data, needs to be
recalculated, meaning that any data corrections during a resettlement period impact all future
settlements. Given the possibility of data corrections, the ISO and participants must store and
manage many months of data in order to recalculate baselines if any meter data is found to be
incorrect, even though the impact of any set of meter data on the calculated baseline diminishes
significantly over time. If data problems are found following the end of a data resubmission
period, unwinding the impact of the incorrect data on the settlement of the demand response
resource is very complex.?

2. Analysis of Alternative Methodologies

In response to these concerns, the 1ISO analyzed alternative baseline methodologies and
compared them to the 1ISO’s 90/10 baseline methodology to determine which one(s) would:

. perform comparably to, or better than, the existing 90/10 baseline methodology as
quantified by accuracy, bias,?” and variability?® metrics;

o address the administrative issues with the 90/10 baseline methodology and be
transparent and simple to apply; and

. allow for the computation of Demand Response Baselines for three different day-
types (non-holiday weekday, Saturday, and Sunday/holiday) at the time of full
integration.?

The ISO considered a range of methodologies as potential alternatives to the existing
90/10 baseline methodology. These alternatives varied in the following respects:

. using the statistical median in addition to the mean,

. using a weighted average where more recent days are given greater weight in the
baseline computation, and

% See Yoshimura Testimony at 12.

% See Yoshimura Testimony at 12.

% Accuracy is a measure of how closely the estimated baseline predicts the asset’s actual load.

%7 Bias is the systematic tendency of a baseline method to over-predict or under-predict actual load.

% Variability is a measure of how well the baseline predicts actual load under many different conditions (for
example, time of day, day of week) and across many different customers.

% See Yoshimura Testimony at 13.
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o taking the average of the most recent 10 non-event weekdays with either the
highest or the middle daily average hourly loads.*

The ISO narrowed the alternative methodologies to those that performed very similarly to
the current 90/10 baseline methodology with respect to accuracy, bias, and variability metrics.
Those methodologies were also examined for administrative complexity, and for suitability for
computing baselines of three different day-types.*

The ISO determined that baselines based solely on meter data, rather than on (in whole or
in part) prior baselines, would reduce administrative complexities. Further, the 1ISO determined
that baseline approaches that limit the period for which historical meter data must be retained
reduce the need to store and manage many months of data and limit the possibility of including
data in the baseline computation that is from a prior season. (Calculating a baseline using data
from a different season lessens the accuracy of the forecasted baseline.)*

3. Selection of Mean 10 of 10 Methodology; Benefits

Based on the analysis described above, the ISO selected the “mean 10 of 10”
methodology to replace the 90/10 baseline methodology in the period before full integration, and
to estimate baselines for non-holiday weekday day types after full integration. This methodology
has been selected due to its transparency and simplicity.

The mean 10 of 10 methodology is an actual (not simulated) ten-day rolling average of
meter data from the ten most recent days (of the same day type) on which the demand response
resource was not dispatched. For non-holiday weekdays, the pool of historical data used in the
baseline computations is limited to the most recent 30 non-holiday weekdays, which corresponds
to limiting the historical data used in the baseline computations to six weeks.**

To determine the Demand Response Baseline for a non-holiday weekday, the mean 10 of
10 methodology computes the mean in each interval using meter data from ten non-holiday
weekdays chosen from the ten most recent non-holiday weekdays on which the resource was not
dispatched from the prior six weeks. Where there are fewer than ten non-holiday weekdays on
which the resource was not dispatched within the prior six weeks, the most recent non-holiday
weekday(s) on which the resource was dispatched will be included until ten non-holiday
weekdays are identified for use in the baseline calculation.®

% See Yoshimura Testimony at 13.
%! See Yoshimura Testimony at 13.
%2 See Yoshimura Testimony at 13-14.
% See Yoshimura Testimony at 14.
% See Yoshimura Testimony at 14.

% See Yoshimura Testimony at 14-15.
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As explained in the Yoshimura Testimony, the mean 10 of 10 methodology has several
benefits.*® In addition to performing comparably to the 90/10 baseline methodology in terms of
accuracy, bias, and variability, the mean 10 of 10 methodology is more transparent and addresses
the administrative burden associated with the current 90/10 baseline methodology.

The mean 10 of 10 methodology calculates the current-day baseline using only meter
data and does not rely in any part on previously calculated baselines. This change addresses the
administrative issues caused by the recursive nature of the 90/10 baseline methodology. As a
result, any changes to previously calculated baselines — for example, due to corrected meter data
— will not impact subsequent baselines. Limiting the data used in the calculation to a six-week
historical period: (1) reduces the need to store and manage many months of data in order to
recalculate a baseline, should that prove necessary; and (2) ensures that baselines are calculated
using contemporary data rather than historical data (possibly from a different season), which
provigc;es a more accurate forecast of expected consumption patterns for the current Operating
Day.

4, Selection of Mean 5 of 5 Methodology for Saturdays and
Sundays/Holidays For Period of Full Integration

As noted above, as of the date of the full integration of demand response, the ISO will
also calculate baselines for two additional day types, Saturdays and Sundays/holidays, using a
“mean 5 of 5” methodology. The ISO will continue use of the mean 10 of 10 methodology for
non-holiday weekdays. The mean 5 of 5 methodology calculates a five-day rolling average of
meter data from the five most recent like days on which the demand response resource was not
dispatched. The additional day types are designed to provide baselines for those day types that
are more accurate than applying the baselines of non-holiday weekdays to those day types.*®

It is not possible to use ten days of meter data to calculate the baseline for Saturdays, and
for Sundays/holidays, while still limiting the historical data used in the calculation to a six-week
period. In a six-week period with no holidays, there are only six Saturdays and six Sundays. As
mentioned earlier, increasing the historical period beyond six weeks is problematic due to
seasonal variation in consumption patterns and increased administrative complexity. For this
reason, the use of the mean 10 of 10 methodology would not be appropriate for the Saturdays
and Sundays/holidays day types.*®

While as a general matter the use of more days in the baseline calculation creates a more
accurate picture of typical load, the 1ISO’s analysis indicates that it is appropriate to use a five-
day rolling average (mean 5 of 5) methodology for the Saturday and Sunday/holiday day types.

% See Yoshimura Testimony at 15.
%7 See Yoshimura Testimony at 15.
% See Yoshimura Testimony at 10.

% See Yoshimura Testimony at 16.
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This methodology computes the mean in each interval using five days of meter data from the five
most recent Saturdays or Sundays/holidays on which the demand response resource was not
dispatched from the prior six weeks. Where there are less than five Saturdays or
Sundays/holidays on which the demand response resource was not dispatched in the prior six
weeks, the most recent day(s) of the same day type on which the demand response resource was
dispatched will be included until five days are identified for use in the baseline calculation.*

In determining how many days to use in the baseline calculation for Saturdays and
Sundays/holidays, the 1ISO considered the historical frequency of operating reserve deficiencies
on these day types to estimate the frequency with which scarcity conditions might occur starting
with the 2018-2019 Capacity Commitment Period, when baselines for Saturdays and
Sundays/holidays are first estimated.**

Historical data indicate that scarcity conditions rarely occur on Saturdays and
Sundays/holidays. Indeed, since the FCM was implemented on June 1, 2010, all six-week
periods have had at least five Saturdays or Sundays/holidays on which scarcity conditions did not
occur. According to the Yoshimura Testimony, this means that it is highly likely that a baseline
calculated as the average of five days of meter data would not affect the settlement of demand
response resources responding to scarcity conditions on Saturdays or Sundays/holidays.
Furthermore, the 1SO’s analysis suggests that a baseline using five days of data is not
substantially less accurate than a baseline computed using six days of data.*?

5. ISO Tariff Revisions to Implement the Baseline Methodology
Changes; Implementation Timeline

Given the resources needed to implement the DR Baseline Changes, the fastest that the
ISO would be able to implement the mean 10 of 10 methodology is June 1, 2017 (a year prior to
full integration).*® Until then, the 1SO would continue using the current 90/10 baseline
methodology.

Accordingly, the market rule changes needed to effectuate the Baseline Changes are:

o changes to Section 111.8A of the ISO Tariff to incorporate, effective June 1, 2017,
the mean 10 of 10 methodology prior to full integration;** and

%0 See Yoshimura Testimony at 16.
*! See Yoshimura Testimony at 17.
*2 See Yoshimura Testimony at 17.
*% See Yoshimura Testimony at 18.

* The language of Section 111.8A.1 describing the meter data used to establish the initial baseline is simplified.
Sections 111.8A.2 and 111.8A.3 are modified to specify use of the mean 10 of 10 baseline calculation effective June 1,
2017, and to clarify that the current 90/10 methodology is in effect until then. The titles are modified accordingly.
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o changes to Section 111.8B of the I1SO Tariff, for the full integration period
beginning June 1, 2018, to continue use of the mean 10 of 10 methodology for the
non-holiday day type, and to implement use of the mean 5 of 5 methodology for
Saturdays and Sundays/holidays day types.*

C. DR Simultaneous Auditing Changes

The DR Simultaneous Auditing Changes modify the market rules for simultaneous
auditing of Real-Time Demand Response (“RTDR”) and Real-Time Emergency Generation
(“RTEG”) Resources.

1. Background: Purpose of Auditing

RTDR and RTEG Resources* are audited each season to establish their capability for
providing capacity to the electric system in that season. During an audit, the resource is sent a
Dispatch Instruction and the resource’s performance in response to that instruction is
measured,*’ which is used to establish the resource’s Demand Reduction Value. These audits
serve various purposes including establishing the resource’s capability for operational planning,
determining whether the resource has achieved commercial operation (which affects the
refunding of any Financial Assurance collected from the resource’s Market Participant), and
determining settlement in seasons when the resource was not dispatched in response to an actual
capacity deficiency event. Where an RTDR Asset and an RTEG Asset are located at the same

*® The description of the three day types is modified in Section 111.8B. In Section 111.8B.1, Section 111.8B.3 is
included in the list of sections where Net Supply will be used in the Demand Response Baseline calculations.
Section 111.8B.2 is modified to specify the initial baseline calculations for non-holiday weekdays, Saturday, and
Sundays/holidays beginning June 1, 2018. Sections I11.8B.2 and I11.8B.3 include the same language clarification as
in Section I11.8A.1 and Section 111.8B.2 simplifies the description of relationship between establishment of the initial
baseline and submission of Demand Reduction Offers. Section I11.8B.3 is modified to specify the baseline
calculation (mean 10 of 10) for non-holiday weekdays beginning June 1, 2018. Section 111.8B.4 is divided into two
sections (Sections 111.8B.4.1 and 111.8B.4.2), the former addressing Saturdays and the latter addressing
Sundays/holidays, both for the period beginning June 1, 2018. Section 111.8B.4.1 specifies the use of the mean 5 of
5 methodology for Saturdays, and Section 111.8B.4.2 specifies the use of the mean 5 of 5 methodology for
Sundays/holidays. Section 111.8B.6.2 specifies that unadjusted baseline values submitted as meter data during forced
or scheduled curtailments are day type-specific, and corrects a typographical error.

Section I11.8B.5 includes tariff language describing the demand response baseline adjustment factor. This language,
addressed in the January 2015 Order (at PP 4, 14-15), was not filed with the Commission because of an
administrative error.

“¢ An RTDR or RTEG Resource is generally an aggregation of RTDR or RTEG Assets, respectively, located in the
same Dispatch Zone. An RTDR Asset is generally a single end-use facility. An RTEG Asset is an emergency
generator located behind the Retail Delivery Point of a single end-use facility.

*" The performance of an RTDR or RTEG Asset is measured by comparing the metered demand of the asset during
the period of dispatch to its adjusted Demand Response Baseline. The performance of an RTDR or RTEG Resource
is the sum of the performances of its constituent assets.
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facility, the current rules require that they be audited simultaneously to prevent over-crediting the
combined capacity of the assets.

2. Explanation and Justification of DR Simultaneous Auditing Changes

The DR Simultaneous Auditing Changes modify the simultaneous auditing rules for
RTDR and RTEG Resources* to reduce the burden of having to dispatch all RTDR Assets that
are included in a RTDR Resource but are not co-located with an RTEG Asset an additional time
during a season in order to establish audit values for a few co-located RTDR and RTEG Assets.
In short, the current rules can require the dispatch of far more assets than necessary to establish
the needed audit values. Under the new approach, Market Participants with RTDR and RTEG
Resources will have the option to audit their RTEG Resources by simultaneously dispatching
only the co-located RTDR Assets at the time of the RTEG Resource audit. Alternatively, Market
Participants may continue to audit their RTEG Resources by simultaneously dispatching the
entire RTDR Resource associated with co-located RTDR and RTEG Assets, as under the current
rules. The 1SO plans to implement the DR Simultaneous Auditing Changes on June 1, 2016.*°

As mentioned above, the simultaneous audit requirement is intended to prevent over-
crediting the combined capacity of RTDR Assets and RTEG Assets located at the same facility.
For example, assume a facility with 500 kW of baseline energy consumption and a 300 kW
emergency generator. If this facility participates as an RTDR Asset, it may be able to interrupt
300 kW of consumption in response to a dispatch instruction, resulting in a 300 kW demand
reduction value. If the RTEG Asset at the same facility is audited at a separate time, its dispatch
(assuming that it performs at its full capacity) would result in a 300 kW demand reduction value.
The sum of the two demand reduction values is 600 kW. However, the demand reduction value
of this facility should not exceed 500 kW (its baseline energy consumption) if this facility is not
capable of Net Supply.® This example shows that allowing such facilities to audit the RTEG
Asset separately from the RTDR Asset could over-credit the total capacity of the facility.
Requiring the RTEG Asset and the RTDR Asset to be audited simultaneously ensures that the
facility’s demand reduction value is limited to 500 kwW.>*

Where an RTDR Asset and RTEG Asset are co-located at an end-use facility, the current
ISO Tariff provisions require that the entire RTDR Resource — which may include RTDR Assets
at other locations — be audited simultaneously with an audit of the RTEG Resource. This
requirement can lead to significant inefficiency, however, because RTDR Resources are more
likely than RTEG Resources to be dispatched in the normal course of a season. (This is because

“8 A single end-use facility with an emergency generator could participate in the wholesale market as an RTDR
Asset and as an RTEG Asset.

*® See Yoshimura Testimony at 19-20.

%0 The 1SO Tariff defines Net Supply as energy injected at the Retail Delivery Point by a Demand Response Asset
with Distributed Generation. Most facilities with emergency generators are not capable of Net Supply.

*! See Yoshimura Testimony at 20.
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RTDR Resources are dispatched in response to OP-4, Action 2,°* whereas RTEG Resources are
dispatched in response to the less frequent OP-4, Action 6.°%) It is more common that the
Capacity Value of an RTDR Resource is established in response to an OP-4 event in a season,
but the Capacity Value of an associated RTEG Resource is not. The current simultaneous audit
requirement necessitates that the entire RTDR Resource, which may have already been
dispatched in response to OP-4, be dispatched once again in the same season, even if there is
only one facility with a co-located RTDR and RTEG Asset.**

The market rule changes reduce the burden of having to audit the entire RTDR Resource
at the time of the RTEG Resource audit by allowing Market Participants to audit their RTEG
Resources by simultaneously dispatching only the co-located RTDR Assets if the RTDR
Resource has already established a Seasonal DR Audit value by performing in response to OP-4
dispatch. This approach preserves the intent of the simultaneous auditing requirement —i.e., to
prevent the over-crediting of the capacity of RTDR Assets and RTEG Assets located at the same
facility — but eliminates the needless re-auditing of the remainder of the RTDR Resource.
Market Participants will still be able to audit their RTEG Resources by simultaneously
dispatching the entire RTDR Resource associated with co-located RTDR and RTEG Assets if
they so choose.>®

As explained in the Yoshimura Testimony, under the rule changes, in the unlikely event
of a simultaneous dispatch of both RTDR and RTEG Resources in response to OP-4 in a season,
Market Participants can use the performance of these resources during the simultaneous dispatch
to establish audit values. That is, Market Participants can use a coincident OP-4 activation of
RTDR and RTEG Resources with co-located assets to establish Seasonal DR Audit values for
each resource. Because a coincident dispatch of RTDR and RTEG Resources with co-located
assets satisfies the simultaneous audit requirement, provided that the dispatch of both resources
is of sufficient duration, it is appropriate to allow a concurrent dispatch of RTDR and RTEG
Resources to establish audit values.>®

%2 SO New England Operating Procedure No. 4, (“OP-4") establishes the criteria and actions to be taken during
capacity deficiencies. See http://www.iso-ne.com/static-
assets/documents/rules_proceds/operating/isone/op4/op4_rto_final.pdf.

*% This action was last called in year 2006. OP-4, Action 6 allows the ISO to implement a voltage reduction of 5%
of normal operating voltage (requiring more than 10 minutes to attain) and to dispatch RTEG resources in the
amount and location required. The last major revision of OP-4 took effect in June 2010 with the implementation of
the Forward Capacity Market. At that time, OP-4 was consolidated into 11 actions (from 16 actions). What is how
known as OP-4, Action 6 was called OP-4, Action 12 in year 2006.

% See Yoshimura Testimony at 21.
% See Yoshimura Testimony at 21-22.

%% See Yoshimura Testimony at 22.
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3.

ISO Tariff Revisions to Implement the Simultaneous Auditing
Changes

All of the changes to the ISO Tariff needed to effectuate the revisions to the simultaneous
auditing requirement are contained in Section 111.13.6.1.5.4:

. Section 111.13.6.1.5.4.1 (“General Auditing Requirements for Demand Resources
Excluding Demand Response Capacity Resources”), in paragraph (b),
incorporates the exception from the simultaneous audit of the entire RTDR
Resource with an RTEG Resource audit including the appropriate section
reference. In addition, since an RTEG Resource can have assets behind more than
one Retail Delivery Point, the word "the" is replaced with "any.”

. Section 111.13.6.1.5.4.3.3 (“Use of Event Performance Data to Satisfy Audit
Requirements for Certain Resources”) reflects the following changes:

The first paragraph is modified such that it applies only to those RTDR and
RTEG Resources that are not subject to the simultaneous audit requirement.
Minor clarifications are made, as well.

In the first paragraph, “Demand Response Resource Notification Time” is
modified to “notification time” because the defined term is related to Demand
Response Resources and not RTDR or RTEG Resources.

A new second paragraph is inserted that specifies the new audit procedures for
RTDR and RTEG Resources that are subject to the simultaneous audit
requirement. This section requires that only the co-located RTDR Assets need
be simultaneously dispatched at the time of the RTEG Resource audit. The
revisions also include a description of the 60-minute period used in
establishing audit values depending on whether the RTDR Resource was
dispatched individually, or concurrently with a RTEG Resource with co-
located assets.

A new third paragraph is added, specifying how a coincident activation of
RTDR and RTEG Resources with co-located assets can use the simultaneous
portion of the activation to satisfy the simultaneous audit requirement.

The last sentence of the first paragraph is relocated to a new fourth paragraph,
as this requirement for the use of event performance data to satisfy the audit
requirement applies whether or not the RTDR and RTEG Resources are
subject to the simultaneous audit requirement. Also, the wording in this new
paragraph is clarified to make it consistent with both the first and second
paragraphs. This paragraph defines which 60-minute period is used to
determine audit performance in the case of (1) a concurrent dispatch of the
RTDR and RTEG Resources, or (2) where the resources were not dispatched
concurrently.
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IV. STAKEHOLDER PROCESS

The DR Changes were vetted through the complete NEPOOL Participant Processes and
received the unanimous support of the NEPOOL Participants Committee.

At its August 11-13, 2015 meeting, the NEPOOL Markets Committee voted unanimously
(via a show of hands vote) to recommend NEPOOL Participants Committee support for the DR
Delay Changes. The NEPOOL Participants Committee, at its September 11, 2015 meeting, voted
unanimously to support the DR Delay Changes as part of its Consent Agenda.’

At its September 2-3, 2015 meeting, the NEPOOL Markets Committee voted
unanimously (via a show of hands vote) to recommend NEPOOL Participants Committee
support for the DR Baseline Changes and the DR Simultaneous Auditing Changes. The
NEPOOL Participants Committee, at its October 2, 2015 meeting, voted unanimously to support
the DR Bsgseline Changes and the DR Simultaneous Auditing Changes as part of its Consent
Agenda.

V. REQUESTED EFFECTIVE DATES

The ISO requests a December 31, 2015 effective date for the DR Delay Changes and the
DR Baseline Changes. The I1SO requests a June 1, 2016 effective date for the DR Simultaneous
Auditing Changes. Pursuant to Section 35.3(a)(1) of the Commission’s Rules of Practice and
Procedure, tariff revisions such as those presented here must be filed with the Commission “not
less than sixty days nor more than one hundred twenty days prior to the date on which the
electric service is to commence and become effective.”*® Because the requested effective date of
June 1, 2016 is more than 120 days after the date of this filing, the ISO respectfully requests
waiver of this requirement of Section 35.3(a)(1), so that an order is issued on all of the DR
Changes by December 31, 2015. Good cause exists to permit such a waiver, because the Market
Participants need certainty regarding the scope of new auditing approach well in advance of the
June 1, 2016 effective date of these changes.

*" 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 unanimous approval of the September 11, 2015 Consent Agenda
included its support for the DR Delay Changes.

%8 The Participants Committee’s unanimous approval of the October 2, 2015 Consent Agenda included its support
for the DR Baseline Changes and the DR Simultaneous Auditing Changes.

18 C.F.R. § 35.3(a)(1) (2015).
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VI. 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 DR Changes 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 1SO Tariff sections reflecting the revisions submitted in this filing;
. Clean ISO Tariff sections reflecting the revisions submitted in this filing;
. Testimony of Henry Y. Yoshimura, the 1ISO’s Director of Demand Resource

Strategy, sponsored solely by the ISO;

. List of governors, utility regulatory agencies in Connecticut, Maine,
Massachusetts, New Hampshire, Rhode Island and Vermont, and other entities, to
which a copy of this filing has been sent.

35.13(b)(2) — See Section V of this filing letter for the requested effective dates.

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/participate/participant-asset-listings. 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 the attached listing. In
accordance with Commission rules and practice, there is no need for the Governance Participants
or the entities identified in the listing 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.

%18 C.F.R. § 35.13 (2015).
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35.13(b)(5) - The reasons for this filing are discussed in Section I11 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 support, as noted in Section IV of this transmittal letter, the DR Changes reflect
the outcome of the Participant Processes required by the Participants Agreement, and are
unanimously supported by the NEPOOL Participants Committee.

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.

VIl. CONCLUSION

For the reasons stated herein, the Filing Parties respectfully request that the Commission
accept the DR Changes as filed, without condition, suspension, or hearing.

Respectfully submitted,
ISO NEW ENGLAND INC.

By:__/s/ Kerim P. May
Kerim P. May

Jennifer Wolfson

ISO New England Inc.
One Sullivan Road
Holyoke, MA 01040-2841
(413) 540-4551

NEPOOL PARTICIPANTS COMMITTEE

By:__/s/_Sebastian M. Lombardi
Sebastian M. Lombardi, Esq.
Day Pitney LLP

242 Trumbull Street

Hartford, CT 06103

(860) 275-0663




1.2

1.2.1.

Rules of Construction; Definitions

Rules of Construction:

In this Tariff, unless otherwise provided herein:

@
(b)
©

(d)

©)

®

(9)

(h)

0]

)

words denoting the singular include the plural and vice versa;
words denoting a gender include all genders;

references to a particular part, clause, section, paragraph, article, exhibit, schedule, appendix or
other attachment shall be a reference to a part, clause, section, paragraph, or article of, or an
exhibit, schedule, appendix or other attachment to, this Tariff;
the exhibits, schedules and appendices attached hereto are incorporated herein by reference and
shall be construed with an as an integral part of this Tariff to the same extent as if they were set
forth verbatim herein;

a reference to any statute, regulation, proclamation, ordinance or law includes all statutes,
regulations, proclamations, amendments, ordinances or laws varying, consolidating or replacing
the same from time to time, and a reference to a statute includes all regulations, policies,
protocols, codes, proclamations and ordinances issued or otherwise applicable under that statute
unless, in any such case, otherwise expressly provided in any such statute or in this Tariff;

a reference to a particular section, paragraph or other part of a particular statute shall be deemed
to be a reference to any other section, paragraph or other part substituted therefor from time to
time;

a definition of or reference to any document, instrument or agreement includes any amendment or
supplement to, or restatement, replacement, modification or novation of, any such document,
instrument or agreement unless otherwise specified in such definition or in the context in which
such reference is used;

a reference to any person (as hereinafter defined) includes such person’s successors and permitted
assigns in that designated capacity;
any reference to “days” shall mean calendar days unless “Business Days” (as hereinafter defined)
are expressly specified;

if the date as of which any right, option or election is exercisable, or the date upon which any
amount is due and payable, is stated to be on a date or day that is not a Business Day, such right,
option or election may be exercised, and such amount shall be deemed due and payable, on the
next succeeding Business Day with the same effect as if the same was exercised or made on such

date or day (without, in the case of any such payment, the payment or accrual of any interest or



other late payment or charge, provided such payment is made on such next succeeding Business
Day);

(k) words such as “hereunder,” “hereto,” “hereof” and “herein” and other words of similar import
shall, unless the context requires otherwise, refer to this Tariff as a whole and not to any
particular article, section, subsection, paragraph or clause hereof; and a reference to “include” or
“including” means including without limiting the generality of any description preceding such
term, and for purposes hereof the rule of ejusdem generis shall not be applicable to limit a general
statement, followed by or referable to an enumeration of specific matters, to matters similar to

those specifically mentioned.

1.2.2. Definitions:
In this Tariff, the terms listed in this section shall be defined as described below:

Actual Load is the consumption at the Retail Delivery Point for the hour.

Additional Resource Blackstart O&M Payment is defined and calculated as specified in Section 5.1.2
of Schedule 16 to the OATT.

Additional Resource Specified-Term Blackstart Capital Payment is defined and calculated as
specified in Section 5.1.2 of Schedule 16 to the OATT.

Additional Resource Standard Blackstart Capital Payment is defined and calculated as specified in
Section 5.1.2 of Schedule 16 to the OATT.

Administrative Costs are those costs incurred in connection with the review of Applications for

transmission service and the carrying out of System Impact Studies and Facilities Studies.

Administrative Export De-L.ist Bid is a bid that may be submitted in a Forward Capacity Auction by
certain Existing Generating Capacity Resources subject to a multi-year contract to sell capacity outside of
the New England Control Area during the associated Capacity Commitment Period, as described in
Section 111.13.1.2.3.1.4 of Market Rule 1.



Administrative Sanctions are defined in Section 111.B.4.1.2 of Appendix B of Market Rule 1.

ADR Neutrals are one or more firms or individuals identified by the SO with the advice and consent of
the Participants Committee that are prepared to act as neutrals in ADR proceedings under Appendix D to
Market Rule 1.

Advance is defined in Section IV.A.3.2 of the Tariff.

Affected Party, for purposes of the ISO New England Billing Policy, is defined in Section 6.3.5 of the
ISO New England Billing Policy.

Affiliate is any person or entity that controls, is controlled by, or is under common control by another
person or entity. For purposes of this definition, "control" means the possession, directly or indirectly, of
the authority to direct the management or policies of an entity. A voting interest of ten percent or more
shall create a rebuttable presumption of control.

AGC is automatic generation control.

AGC SetPoint is the desired output signal for a Resource providing Regulation that is produced by the

AGC system as frequently as every four seconds.

AGC SetPoint Deadband is a deadband expressed in megawatts that is applied to changing values of the

AGC SetPoint for generating units.

Allocated Assessment is a Covered Entity’s right to seek and obtain payment and recovery of its share in

any shortfall payments under Section 3.3 or Section 3.4 of the ISO New England Billing Policy.

Alternative Dispute Resolution (ADR) is the procedure set forth in Appendix D to Market Rule 1.

Alternative Technology Regulation Resource is any Resource eligible to provide Regulation that is not

registered as a different Resource type.



Ancillary Services are those services that are necessary to support the transmission of electric capacity
and energy from resources to loads while maintaining reliable operation of the New England

Transmission System in accordance with Good Utility Practice.

Announced Schedule 1 EA Amount, Announced Schedule 2 EA Amount, Announced Schedule 3
EA Amount are defined in Section IV.B.2.2 of the Tariff.

Annual Transmission Revenue Requirements are the annual revenue requirements of a PTO’s PTF or
of all PTOs’ PTF for purposes of the OATT shall be the amount determined in accordance with

Attachment F to the OATT.

Annualized FCA Payment is used to determine a resource’s availability penalties and is calculated in
accordance with Section 111.13.7.2.7.1.2(b) of Market Rule 1.

Applicants, for the purposes of the ISO New England Financial Assurance Policy, are entities applying

for Market Participant status or for transmission service from the 1SO.

Application is a written request by an Eligible Customer for transmission service pursuant to the
provisions of the OATT.

APR-1 means the first of three Alternative Capacity Price Rule mechanisms described in Section
111.13.2.7.8.

APR-2 means the second of three Alternative Capacity Price Rule mechanisms described in Section
111.13.2.7.8.

APR-3 means the third of three Alternative Capacity Price Rule mechanisms described in Section
111.13.2.7.8.

Asset is a generating unit, interruptible load, a component of a demand response resource or load asset.

Asset Registration Process is the 1ISO business process for registering a physical load, generator, or tie-

line for settlement purposes. The Asset Registration Process is posted on the ISO’s website.



Asset Related Demand is a physical load that has been discretely modeled within the ISO’s dispatch and
settlement systems, settles at a Node and, except for pumped storage load, is made up of one or more
individual end-use metered customers receiving service from the same point or points of electrical supply,

with an aggregate average hourly load of 1 MW or greater during the 12 months preceding its registration.

Asset Related Demand Bid Block-Hours are Block-Hours assigned to the Lead Market Participant for
each Asset Related Demand bid. Blocks of the bid in effect for each hour will be totaled to determine the
daily quantity of Asset Related Demand Bid Block-Hours. In the case that a Resource has a Real-Time
unit status of “unavailable” for an entire day, that day will not contribute to the quantity of Asset Related
Demand Bid Block-Hours. However, if the Resource has at least one hour of the day with a unit status of

“available,” the entire day will contribute to the quantity of Asset Related Demand Bid Block-Hours.

Asset-Specific Going Forward Costs are the net risk-adjusted going forward costs of an asset that is part
of an Existing Generating Capacity Resource, calculated for the asset in the same manner as the net-risk
adjusted going forward costs of Existing Generating Capacity Resources as described in Section
111.113.1.2.3.2.1.2.

Assigned Meter Reader reports to the ISO the hourly and monthly MWh associated with the Asset.
These MWh are used for settlement. The Assigned Meter Reader may designate an agent to help fulfill
its Assigned Meter Reader responsibilities; however, the Assigned Meter Reader remains functionally
responsible to the 1SO.

Auction Revenue Right (ARR) is a right to receive FTR Auction Revenues in accordance with
Appendix C of Market Rule 1.

Auction Revenue Right Allocation (ARR Allocation) is defined in Section 1 of Appendix C of Market
Rule 1.

Auction Revenue Right Holder (ARR Holder) is an entity which is the record holder of an Auction

Revenue Right (excluding an Incremental ARR) in the register maintained by the 1SO.

Audited Demand Reduction is the seasonal claimed capability of a Demand Response Resource as
established pursuant to Section 111.13.6.1.5.4.



Audited Full Reduction Time is the Offered Full Reduction Time associated with the Demand Response

Resource’s most recent audit.

Authorized Commission is defined in Section 3.3 of the ISO New England Information Policy.

Authorized Person is defined in Section 3.3 of the ISO New England Information Policy.

Automatic Response Rate is the response rate, in MW/Minute, at which a Market Participant is willing
to have a generating unit change its output while providing Regulation between the Regulation High
Limit and Regulation Low Limit.

Average Hourly Load Reduction is either: (i) the sum of the Demand Resource’s electrical energy
reduction during Demand Resource On-Peak Hours in the month divided by the number of Demand
Resource On-Peak Hours in the month; (ii) the sum of the Demand Resource’s electrical energy reduction
during Demand Resource Seasonal Peak Hours in the month divided by the number of Demand Resource
Seasonal Peak Hours in the month; or (iii) in each Real-Time Demand Response Event Hour, the sum of
the baseline electrical energy consumption less the sum of the actual electrical energy consumption of all
of the Real-Time Demand Response Assets associated with the Real-Time Demand Response Resource
as registered with the ISO as of the first day of the month; or (iv) in each Real-Time Emergency
Generation Event Hour, the sum of the baseline electrical energy consumption less the sum of the actual
electrical energy consumption of all of the Real-Time Emergency Generation Assets associated with the
Real-time Emergency Generation Resource as registered with the ISO as of the first day of the month.
The Demand Resource’s electrical energy reduction and Average Hourly Load Reduction shall be
determined consistent with the Demand Resource’s Measurement and Verification Plan, which shall be
reviewed by the I1SO to ensure consistency with the measurement and verification requirements, as
described in Section 111.13.1.4.3 of Market Rule 1 and the ISO New England Manuals.

Average Hourly Output is either: (i) the sum of the Demand Resource’s electrical energy output during
Demand Resource On-Peak Hours in the month divided by the number of Demand Resource On-Peak
Hours in the month; (ii) the sum of the Demand Resource’s electrical energy output during Demand
Resource Seasonal Peak Hours in the month divided by the number of Demand Resource Seasonal Peak
Hours in the month; or (iii) in each Real-Time Demand Response Event Hour or Real-Time Emergency
Generation Event Hour, the sum of the electrical energy output of all of the Real-Time Demand Response

Assets or Real-Time Emergency Generation Assets associated with the Real-Time Demand Response



Resource or Real-Time Emergency Generation Resource as registered with the 1SO as of the first day of
the month. Electrical energy output and Average Hourly Output shall be determined consistent with the
Demand Resource’s Measurement and Verification Plan, which shall be reviewed by the ISO to ensure
consistency with the measurement and verification requirements, as described in Section 111.13.1.4.3 of
Market Rule 1 and the ISO New England Manuals.

Average Monthly PER is calculated in accordance with Section 111.13.7.2.7.1.1.2(a) of Market Rule 1.

Backstop Transmission Solution is a solution proposed: (i) to address a reliability or market efficiency
need identified by the 1ISO in a Needs Assessment reported by the ISO pursuant to Section 4.1(i) of
Attachment K to the ISO OATT, (ii) by the PTO or PTOs with an obligation under Schedule 3.09(a) of
the TOA to address the identified need; and (iii) in circumstances in which the competitive solution
process specified in Section 4.3 of Attachment K to the ISO OATT will be utilized.

Bankruptcy Code is the United States Bankruptcy Code.

Bankruptcy Event occurs when a Covered Entity files a voluntary or involuntary petition in bankruptcy
or commences a proceeding under the United States Bankruptcy Code or any other applicable law

concerning insolvency, reorganization or bankruptcy by or against such Covered Entity as debtor.

Bilateral Contract (BC) is any of the following types of contracts: Internal Bilateral for Load, Internal

Bilateral for Market for Energy, and External Transactions.

Bilateral Contract Block-Hours are Block-Hours assigned to the seller and purchaser of an Internal
Bilateral for Load, Internal Bilateral for Market for Energy and External Transactions; provided, however,

that only those contracts which apply to the Real-Time Energy Market will accrue Block-Hours.

Blackstart Capability Test is the test, required by ISO New England Operating Documents, of a

resource’s capability to provide Blackstart Service.

Blackstart Capital Payment is the annual compensation, as calculated pursuant to Section 5.1, or as
referred to in Section 5.2, of Schedule 16 to the OATT, for a Designated Blackstart Resource’s Blackstart

Equipment capital costs associated with the provision of Blackstart Service (excluding the capital costs



associated with compliance with NERC Critical Infrastructure Protection Reliability Standards as part of

Blackstart Service).

Blackstart CIP Capital Payment is the annual compensation level, as calculated pursuant to Section 5.1
utilizing data from Table 6 of Appendix A to this Schedule 16, or as referred to in Section 5.2, of
Schedule 16 to the OATT, for a Blackstart Station’s costs associated with compliance with NERC Critical
Infrastructure Protection Reliability Standards as part of Blackstart Service.

Blackstart CIP O&M Payment is the annual compensation level, as calculated pursuant to Section 5.1
of Schedule 16 to the OATT, utilizing data from Table 6 of Appendix A to this Schedule 16, for a
Blackstart Station’s operating and maintenance costs associated with compliance with NERC Critical

Infrastructure Protection Reliability Standards as part of the provision of Blackstart Service.

Blackstart Equipment is any equipment that is solely necessary to enable the Designated Blackstart
Resource to provide Blackstart Service and is not required to provide other products or services under the
Tariff.

Blackstart O&M Payment is the annual compensation, as calculated pursuant to Section 5.1 of Schedule
16 to the OATT, for a Designated Blackstart Resource’s operating and maintenance costs associated with
the provision of Blackstart Service (except for operating and maintenance costs associated with
compliance with NERC Critical Infrastructure Protection Reliability Standards as part of Blackstart

Service).

Blackstart Owner is the Market Participant who is authorized on behalf of the Generator Owner(s) to
offer or operate the resource as a Designated Blackstart Resource and is authorized to commit the

resource to provide Blackstart Service.

Blackstart Service is the Ancillary Service described in Section 11.47 of the Tariff and Schedule 16 of the
OATT, which also encompasses “System Restoration and Planning Service” under the predecessor

version of Schedule 16.

Blackstart Service Commitment is the commitment by a Blackstart Owner for its resource to provide
Blackstart Service and the acceptance of that commitment by the ISO, in the manner detailed in 1ISO New

England Operating Procedure No. 11 — Designated Blackstart Resource Administration (OP 11), and



which includes a commitment to provide Blackstart Service under a “Signature Page for Schedule 16 of
the NEPOOL OATT” that was executed and in effect prior to January 1, 2013 for Category A Designated
Blackstart Resources or a commitment to provide Blackstart Service established under Operating
Procedure 11 — Designated Blackstart Resource Administration (OP11) for Category B Designated
Blackstart Resources.

Blackstart Service Minimum Criteria are the minimum criteria that a Blackstart Owner and its resource

must meet in order to establish and maintain a resource as a Designated Blackstart Resource.

Blackstart Standard Rate Payment is the formulaic rate of monthly compensation, as calculated
pursuant to Section 5 of Schedule 16 to the OATT, paid to a Blackstart Owner for the provision of

Blackstart Service from a Designated Blackstart Resource.

Blackstart Station is comprised of (i) a single Designated Blackstart Resource or (ii) two or more

Designated Blackstart Resources that share Blackstart Equipment.

Blackstart Station-specific Rate Payment is the Commission-approved compensation, as calculated
pursuant to Section 5.2 of Schedule 16 to the OATT, paid to a Blackstart Owner on a monthly basis for
the provision of Blackstart Service by Designated Blackstart Resources located at a specific Blackstart
Station.

Blackstart Station-specific Rate Capital Payment is a component of the Blackstart Station-specific
Rate Payment that reflects a Blackstart Station’s capital Blackstart Equipment costs associated with the
provision of Blackstart Service (excluding the capital costs associated with compliance with NERC

Critical Infrastructure Protection Reliability Standards as part of Blackstart Service).

Blackstart Station-specific Rate CIP Capital Payment is a component of the Blackstart Station-
specific Rate Payment that reflects a Blackstart Station’s capital costs associated with compliance with

NERC Critical Infrastructure Protection Reliability Standards as part of Blackstart Service.

Block is defined as follows: (1) With respect to Bilateral Contracts, a Bilateral Contract administered by
the ISO for an hour; (2) with respect to Supply Offers administered by the 1SO, a quantity with a related
price for Energy (Supply Offers for Energy may contain multiple sets of quantity and price pairs for each
hour); (3) with respect to Demand Bids administered by the ISO, a quantity with a related price for



Energy (Demand Bids for Energy may contain multiple sets of quantity and price pairs for each hour); (4)
with respect to Increment Offers administered by the ISO, a quantity with a related price for Energy
(Increment Offers for Energy may contain multiple sets of quantity and price pairs for each hour); (5)
with respect to Decrement Bids administered by the ISO, a quantity with a related price for Energy
(Decrement Bids for Energy may contain multiple sets of quantity and price pairs for each hour); (6) with
respect to Asset Related Demand bids administered by the 1SO, a quantity with a related price for Energy
(Asset Related Demand bids may contain multiple sets of quantity and price pairs for each hour); and (7)
with respect to Demand Reduction Offers administered by the 1SO, a quantity of reduced demand with a
related price (for Capacity Commitment Periods commencing on or after June 1, 20187, Demand

Reduction Offers may contain multiple sets of quantity and price pairs for the day).

Block-Hours are the number of Blocks administered for a particular hour.

Budget and Finance Subcommittee is a subcommittee of the Participants Committee, the

responsibilities of which are specified in Section 8.4 of the Participants Agreement.

Business Day is any day other than a Saturday or Sunday or ISO holidays as posted by the ISO on its

website.

Cancelled Start NCPC Credit is an NCPC Credit calculated pursuant to Appendix F to Market Rule 1.

Capability Demonstration Year is the one year period from September 1 through August 31.

Capability Year means a year’s period beginning on June 1 and ending May 31.

Capacity Acquiring Resource is a resource that is seeking to acquire a Capacity Supply Obligation

through a Capacity Supply Obligation Bilateral, as described in Section 111.13.5.1 of Market Rule 1.

Capacity Balancing Ratio is a ratio used in calculating the Capacity Performance Payment in the
Forward Capacity Market beginning on June 1, 2018 pursuant to rules filed with the Commission on July
14, 2014.

Capacity Capability Interconnection Standard has the meaning specified in Schedule 22, Schedule 23,
and Schedule 25 of the OATT.



Capacity Clearing Price is the clearing price for a Capacity Zone for a Capacity Commitment Period
resulting from the Forward Capacity Auction conducted for that Capacity Commitment Period, as

determined in accordance with Section 111.13.2.7 of Market Rule 1.

Capacity Clearing Price Floor is described in Section 111.13.2.7.

Capacity Commitment Period is the one-year period from June 1 through May 31 for which obligations

are assumed and payments are made in the Forward Capacity Market.

Capacity Cost (CC) is one of four forms of compensation that may be paid to resources providing VAR
Service under Schedule 2 of the OATT.

Capacity Export Through Import Constrained Zone Transaction is defined in Section 111.1.10.7(f)(i)
of Market Rule 1.

Capacity Load Obligation is the quantity of capacity for which a Market Participant is financially
responsible, equal to that Market Participant’s Capacity Requirement (if any) adjusted to account for any

relevant Capacity Load Obligation Bilaterals, as described in Section 111.13.7.3.1 of Market Rule 1.

Capacity Load Obligation Acquiring Participant is a load serving entity or any other Market
Participant seeking to acquire a Capacity Load Obligation through a Capacity Load Obligation Bilateral,
as described in Section 111.13.5.2 of Market Rule 1.

Capacity Network Import Capability (CNI Capability) is as defined in Section | of Schedule 25 of the
OATT.

Capacity Network Import Interconnection Service (CNI Interconnection Service) is as defined in
Section | of Schedule 25 of the OATT.

Capacity Load Obligation Bilateral is a bilateral contract through which a Market Participant may
transfer all or a portion of its Capacity Load Obligation to another entity, as described in Section 111.13.5
of Market Rule 1.



Capacity Load Obligation Transferring Participant is an entity that has a Capacity Load Obligation
and is seeking to shed such obligation through a Capacity Load Obligation Bilateral, as described in
Section 111.13.5.2 of Market Rule 1.

Capacity Network Resource (CNR) is defined in Section | of Schedule 22 and Attachment 1 to
Schedule 23 of the OATT.

Capacity Network Resource Interconnection Service is defined in Section | of Schedule 22 and
Attachment 1 to Schedule 23 of the OATT.

Capacity Performance Payment is the performance-dependent portion of revenue received in the
Forward Capacity Market beginning on June 1, 2018 pursuant to rules filed with the Commission on July

14, 2014.

Capacity Rationing Rule addresses whether offers and bids in a Forward Capacity Auction may be
rationed, as described in Section 111.13.2.6 of Market Rule 1.

Capacity Requirement is described in Section 111.13.7.3.1 of Market Rule 1.

Capacity Scarcity Condition is a period during which performance is measured in the Forward Capacity

Market, as described in the rules filed with the Commission on January 17, 2014, and accepted by the

Commission on May 30, 2014.

Capacity Supply Obligation is an obligation to provide capacity from a resource, or a portion thereof, to
satisfy a portion of the Installed Capacity Requirement that is acquired through a Forward Capacity
Auction in accordance with Section 111.13.2, a reconfiguration auction in accordance with Section

111.13.4, or a Capacity Supply Obligation Bilateral in accordance with Section 111.13.5.1 of Market Rule 1.

Capacity Supply Obligation Bilateral is a bilateral contract through which a Market Participant may
transfer all or a part of its Capacity Supply Obligation to another entity, as described in Section 111.13.5.1
of Market Rule 1.



Capacity Transfer Right (CTR) is a financial right that entitles the holder to the difference in the Net
Regional Clearing Prices between Capacity Zones for which the transfer right is defined, in the MW

amount of the holder’s entitlement.

Capacity Transferring Resource is a resource that has a Capacity Supply Obligation and is seeking to
shed such obligation, or a portion thereof, through a Capacity Supply Obligation Bilateral, as described in
Section 111.13.5.1 of Market Rule 1.

Capacity Value is the value (in kW-month) of a Demand Resource for a month determined pursuant to
Section 111.13.7.1.5 of Market Rule 1.

Capacity Zone is a geographic sub-region of the New England Control Area as determined in accordance
with Section 111.12.4 of Market Rule 1.

Capital Funding Charge (CFC) is defined in Section 1V.B.2 of the Tariff.

CARL Data is Control Area reliability data submitted to the ISO to permit an assessment of the ability of
an external Control Area to provide energy to the New England Control Area in support of capacity
offered to the New England Control Area by that external Control Area.

Category A Designated Blackstart Resource is a Designated Blackstart Resource that has committed to
provide Blackstart Service under a “Signature Page for Schedule 16 of the NEPOOL OATT” that was
executed and in effect prior to January 1, 2013 and has not been converted to a Category B Designated

Blackstart Resource.

Category B Designated Blackstart Resource is a Designated Blackstart Resource that is not a Category

A Designated Blackstart Resource.

Charge is a sum of money due from a Covered Entity to the I1SO, either in its individual capacity or as

billing and collection agent for NEPOOL pursuant to the Participants Agreement.

CLAIM1O0 is the value, expressed in megawatts, calculated pursuant to Section 111.9.5.3 of the Tariff.

CLAIM3O0 is the value, expressed in megawatts, calculated pursuant to Section 111.9.5.3 of the Tariff.



Claimed Capability Audit is performed to determine the real power output capability of a Generator
Asset.

CNR Capability is defined in Section | of Schedule 22 and Attachment 1 to Schedule 23 of the OATT.

Coincident Peak Contribution is a Market Participant’s share of the New England Control Area
coincident peak demand for the prior calendar year as determined prior to the start of each power year,
which reflects the sum of the prior year’s annual coincident peak contributions of the customers served by
the Market Participant at each Load Asset in all Load Zones. Daily Coincident Peak Contribution values
shall be submitted by the Assigned Meter Reader or Host Participant by the meter reading deadline to the
ISO.

Commercial Capacity, for the purposes of the ISO New England Financial Assurance Policy, is defined

in Section VII.A of that policy.

Commission is the Federal Energy Regulatory Commission.

Commitment Period is (i) for a Day-Ahead Energy Market commitment, a period of one or more
contiguous hours for which a Resource is cleared in the Day-Ahead Energy Market, and (ii) for a Real-
Time Energy Market commitment, the period of time for which the 1SO indicates the Resource is being
committed when it issues the Dispatch Instruction. If the ISO does not indicate the period of time for
which the Resource is being committed in the Real-Time Energy Market, then the Commitment Period is

the Minimum Run Time for an offline Resource and one hour for an online Resource.

Common Costs are those costs associated with a Station that are avoided only by (1) the clearing of the
Static De-List Bids or the Permanent De-L.ist Bids of all the Existing Generating Capacity Resources

comprising the Station; or (2) the acceptance of a Non-Price Retirement Request of the Station.

Completed Application is an Application that satisfies all of the information and other requirements of

the OATT, including any required deposit.



Compliance Effective Date is the date upon which the changes in the predecessor NEPOOL Open
Access Transmission Tariff which have been reflected herein to comply with the Commission’s Order of
April 20, 1998 became effective.

Composite FCM Transaction is a transaction for separate resources seeking to participate as a single
composite resource in a Forward Capacity Auction in which multiple Designated FCM Participants

provide capacity, as described in Section 111.13.1.5 of Market Rule 1.

Conditional Qualified New Resource is defined in Section 111.13.1.1.2.3(f) of Market Rule 1.

Confidential Information is defined in Section 2.1 of the ISO New England Information Policy, which
is Attachment D to the Tariff.

Confidentiality Agreement is Attachment 1 to the ISO New England Billing Policy.

Congestion is a condition of the New England Transmission System in which transmission limitations
prevent unconstrained regional economic dispatch of the power system. Congestion is the condition that
results in the Congestion Component of the Locational Marginal Price at one Location being different
from the Congestion Component of the Locational Marginal Price at another Location during any given
hour of the dispatch day in the Day-Ahead Energy Market or Real-Time Energy Market.

Congestion Component is the component of the nodal price that reflects the marginal cost of congestion
at a given Node or External Node relative to the reference point. When used in connection with Zonal
Price and Hub Price, the term Congestion Component refers to the Congestion Components of the nodal
prices that comprise the Zonal Price and Hub Price weighted and averaged in the same way that nodal

prices are weighted to determine Zonal Price and averaged to determine the Hub Price.

Congestion Cost is the cost of congestion as measured 