!'IQW england Raymond W. Hepper

Vice President, General Counsel

Theodore J. Paradise
Senior Regulatory Counsel

July 11, 2008

To the NEPOOL Board of Review:
RE: NEPOOL Board of Review July 7, 2008 Request to [SO New England

ISO New England Inc. (“ISO”) is in receipt of a “Notice Requesting ISO-NE Comments” (“Notice™)
dated July 7, 2008 and captioned with the reference: 01-NE-BD-2008. The Notice states that:

The genesis of the proposed revisions to Market Rule 1 subject to this appeal is ISO-
NE. In these circumstances, ISO-NE is best positioned to explain and defend those
aspects of its proposal that are subject to this appeal.

Accordingly, to assist the Board in its review, it is requested that ISO-NE submit
comments on this appeal on or before c.o.b. July 12, 2008. This is consistent with
ISO-NE’s request approved by FERC that this issue be resolved through the
stakeholder process prior to the submission of a proposal to the Commission. ISO-
NE’s participation will also provide a more complete record for FERC review of any
ISO-NE filing in this matter. (Citation omitted.)

Under Sections 7.5 and 11 of the Second Restated NEPOOL Agreement, the Review Board process is
intended to provide any NEPOOL Participant with an opportunity to seek review of a Participant
Committee action. This Agreement does not, and indeed cannot, contemplate the ISO as a party to any
Review Board proceeding. Rather, Section 11.6 of the Participants Agreement sets forth the ISO’s
agreed role in any appeal taken by a Participant to the Review Board. That section provides:

11.6. NEPOOL Review Board. If the Review Board created pursuant to the RNA grants an appeal
of a NEPOOL Participant and makes a recommendation on how to address the subject matter of the
appeal, ISO shall respond in writing to any such recommendation within ten (10) business days after
it has been issued to ISO by the Review Board. Nothing in this Section 11.6 shall be deemed to
require ISO to delay making a filing or require the Commiission to delay deciding any matter because
an appeal is pending before the Review Board. The Review Board shall not have the right to review
or otherwise participate in actions of ISO or to take any action with respect to any matter involving a
dispute between ISO and NEPOOL. or any Governance Participant.

Thus, the governing documents contemplate that the Participants Committee and the Participants
themselves will be the parties to any Review Board appeal. The ISO’s role is limited under these
documents. Of course, after the completion of the Review Board process, the ISO, in accordance with
the Participants Agreement, will respond to any Review Board decision as appropriate.

ISO New England Inc.
One Sullivan Road, Holyoke, MA 01040-2841
www.isc-ne.com T 413 535-4177 F 413 535-4379



NEPOOL. Board of Review
July 11,2008
Page 2 of 2

In this matter, the NEPOOL. counsel provided a thorough background submission to the Review Board.
Certain Participants intervened in the appeal and provided their views on the appeal. In addition, on
July 1, 2008, the ISO and the Participants Committee made a joint filing with the Commission
describing the Participant-supported changes to the Market Rules. That filing was noticed on July 3,
2008 and interventions and comments are due on July 22, 2008. Given the Commission’s
comprehensive structure for adjudicating filings made under Section 205 of the Federal Power Act, the
Commission itself will develop a complete and accurate record upon which it will base its decision in
the filed proceeding.

The Joint Filing includes a lengthy transmittal letter explaining the background context, and the
purpose and the rationale underlying the filed tariff revisions. Both the NEPOOL submission to the
Review Board and the joint filing include a detailed discussion of the comprehensive stakeholder
process that was undertaken to fully develop the rules and carefully consider all Participant input to the
proposed rule changes. In addition, the joint filing includes three sets of ISO-sponsored testimony in
support of the changes. A copy of the joint filing was forwarded electronically to the Review Board on
July 7, 2008 by NEPOOL counsel. Further, the ISO’s concemns with the NRG amendment as
expressed during the stakeholder process were accurately captured in Section B, page 8, of the cover
letter from NEPOOL counsel to the Review Board dated June 20, 2008.

Given the terms of the governing documents, the thorough stakeholder process supporting the changes,
the materials provided to the Review Board by the Participants Committee and the Participants
themselves, and the comprehensive nature of the FERC process used to ensure the propriety of all
Section 205 filings, the ISO will not be providing any response to the Review Board with respect to this
appeal.

If you would like to discuss the issue further, please contact the undersigned.

Sincerely,
/s/ /s/
Raymond W. Hepper Theodore J. Paradise
Vice President, General Counsel Senior Regulatory Counsel
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