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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

ISO New England Inc. ) Docket No. ER08-__ -000

O

TESTIMONY OF HUNG-PO CHAO

PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.

My name is Hung-po Chao. I serve as Director of the Internal Market Monitoring
Unit (“INTMMU?”) of ISO New England Inc. (the “ISO”). Our offices are located
at One Sullivan Road, Holyoke, MA 01040.

PLEASE DESCRIBE YOUR WORK EXPERIENCE AND EDUCATIONAL
BACKGROUND.

| joined the 1SO in my current position in October 2005. Prior to joining the 1SO
I worked at the Electric Power Research Institute (“EPRI”) since 1979, where |
held various positions, including Area Manager and Senior Technical Leader in
areas of Energy Markets, Environmental Policy, Utility Planning, and Risk
Analysis. | was a Consulting Professor at Stanford University from 1996 to 2005.
In 1988, I received the Franz Edelman Management Science Achievement Award
from the Institute of Operations Research and Management Science. With more
than 28 years of experience in the energy industry, | have been the author/co-
author of over sixty papers and ten technical reports/books, including “Designing
Competitive Electricity Markets,” co-edited with H. Huntington, Kluwer
Academic Publishing, 1998. | hold a Ph.D. in operations research and economics
from Stanford University and a B.S. in electrical engineering from National

Taiwan University in Taiwan.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is to certify that the recently-conducted Forward
Capacity Auction (“FCA”) was competitive and to certify that all offers and bids
in the FCA that were required by the applicable rules to be reviewed by the
INTMMU were in fact properly reviewed. Section 111.13.8.2(b) of the ISO New
England Transmission, Markets and Services Tariff (the “Tariff”) requires that
after each FCA, documentation regarding the competitiveness of the FCA be filed

with the Commission.

WERE ALL EXISTING RESOURCE DE-LIST BIDS GREATER THAN 0.8
TIMES CONE AND NEW RESOURCE OFFERS BELOW 0.75 TIMES
CONE PROPERLY REVIEWED BY THE INTMMU AND QUALIFIED IN
ACCORDANCE WITH SECTION 111.13.1 PRIOR TO THE FCA
CONDUCTED ON FEBRUARY 4-6, 2008?

Yes. Section 111.13.1 of the Tariff sets forth the process for qualifying resources
to participate in the FCA. Section 111.13.1.2.3.2 of the Tariff requires that the
INTMMU review each Static De-List Bid (which must be above 0.8 times
CONE), Export Bid above 0.8 times CONE, and Permanent De-L.ist Bid above
1.25 times CONE to determine whether the bid is consistent with the resource’s
net risk-adjusted going forward costs and opportunity costs. Sections
111.13.1.1.2.6, 111.13.1.3.5.6, and 111.13.1.4.2.4 of the Tariff require the INTMMU
to review offers from New Generating Capacity Resources, New Import Capacity
Resources, and New Demand Resources, respectively, submitted during the
qualification that indicate an intention to remain in the FCA at prices below 0.75
times CONE. As Director of the INTMMU, | am responsible for overseeing the
INTMMU’s review of all of these bids and offers, and I certify that such review
was performed in accordance with the provisions of Section 111.13.1 of the Tariff.

The INTMMU’s determinations with respect to these bids and offers were filed
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with the Commission on November 6, 2007 in docket number ER08-190-000, and
were approved by the Commission on January 11, 2008.

WAS THE FCA CONDUCTED ON FEBRUARY 4-6, 2008 FOR THE 2010-
2011 CAPABILITY YEAR COMPETITIVE?

Yes. | base this statement on the effective auction design, the rigorous
qualification requirements, the abundance of initial offers, and the absence of any
potential anti-competitive behavior being observed during the auction.

PLEASE EXPLAIN WHY YOU HAVE CONCLUDED THAT THE AUCTION
DESIGN WAS EFFECTIVE.

The clock auction design incorporates anti-competitive measures with the release
of only the amount of information necessary for price discovery; this design
minimizes the potential for collusion or manipulation.

WHAT ARE THE “RIGOROUS QUALIFICATION REQUIREMENTS” YOU
ARE RELYING ON TO CONLCUDE THAT THE MARKET WAS
COMPETITIVE?

During qualification, the INTMMU review of de-list bids and new capacity offers
(in accordance with Market Rule 1, Sections 111.13.1.1.2.6, 111.13.1.3.5.6,
111.13.1.4.2.4, 111.13.1.2.3.2 and 111.13.1.7) ensures that bids and offers submitted
during qualification are consistent with the resource’s costs.

ON WHAT BASIS DID YOU CONCLUDE THAT THERE WAS NO ANTI-
COMPETITIVE CONDUCT DURING THE AUCTION?

The INTMMU reviewed the supply offer curve data in each round of the FCA in
addition to the final results of the FCA conducted on February 4-6, 2008. During
each round of the auction all market participant actions were directly observed by
the INTMMU and no evidence of collusive or manipulative behavior was noted.
Based on my role as Director of the INTMMU, I certify that no anti-competitive

behavior was evident.

DOES THIS CONCLUDE YOUR TESTIMONY?

! Order Accepting Informational Filing, 122 FERC { 61,018 (2008).
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A, Yes.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on !—:ﬁé- 7'9'/ o'l ?:; 2 éz é

¥

U/
Hung-po Chao, Ph.D.

DCV7083451.2
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

)
ISO New England Inc. ) Docket No. ER08-__ -000
)

TESTIMONY OF DAVID LAPLANTE

PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.
My name is David LaPlante. | am Vice President of Wholesale Markets Strategy
with 1SO New England Inc. (the “ISO”). My business address is One Sullivan

Road, Holyoke, Massachusetts 01041.

PLEASE DESCRIBE YOUR WORK EXPERIENCE AND EDUCATIONAL
BACKGROUND.

| have a Bachelor's degree in statistics from Princeton University and a Master's
Degree in City and Regional Planning from Harvard University. | have over 22
years of experience in the energy and utility industry. Between 1989 and 1994, |
supervised and conducted power system reliability studies at the New England
Power Pool. I have been working on the deregulation of the wholesale electric
industry in New England since 1994. When serious discussions about
deregulation in New England began, I was part of the team that negotiated the
contract between the ISO and the New England Power Pool that led to the
creation of the 1ISO in 1997. | then led the 1SO team that worked with NEPOOL

to develop and implement the region’s first set of wholesale markets in 1999.
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Following that, I was responsible for the market design portion of the Standard
Market Design implemented by the 1SO in March 2003. | was integrally involved
in the negotiation of the FCM Settlement Agreement and in the development of
the FCM market rules. My day-to-day responsibilities have included the
development of numerous market design changes that have been submitted to and
accepted by the Federal Energy Regulatory Commission (*Commission™). One of

my responsibilities is to oversee the ISO’s Demand Response department.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is to certify that the Demand Resources
participating in the recently-concluded Forward Capacity Auction (“FCA”) were
properly qualified in accordance with the provisions of Section 111.13.1 of the ISO
New England Transmission, Markets and Services Tariff (the “Tariff”’). Section
111.13.8.2(b) of the Tariff requires that after each FCA, documentation regarding
the competitiveness of the FCA be filed with the Commission. Section
111.13.8.2(b) states that such documentation may include a certification from the
ISO that all entities offering and bidding in the FCA were properly qualified in
accordance with Section 111.13.1 of the Tariff. My testimony provides

certification regarding the qualification of Demand Resources for the FCA.

WERE ALL DEMAND RESOURCES OFFERING AND BIDDING IN THE
FCA HELD ON FEBRUARY 4-6, 2008 PROPERLY QUALIFIED IN
ACCORDANCE WITH SECTION 111.13.1?

Yes. Section 111.13.1 of the Tariff sets forth the process for qualifying resources
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to participatein the FCA. SectionII1.13.1.4 providesthe requirements for
qualificationof New Demand Resourcesand Existing Demand Resources. In my
role as Vice President of Wholesale Markets Strategy, | was responsiblefor
overseeing the qualificationof al Demand Resources participatingin the FCA
held on February 4-6,2008. | certify that all Demand Resources offering and
biddingin the FCA were properly qualified in accordancewith Section I11.13.1.
In aNovember 6,2007 filing with the Commission, theISO explained the
qualificationprocess for Demand Resourcesand listed all Demand Resources
qualified to participatein the FCA.' The Commission approved this

Informational Filing on January 11,2008.2

Q. DOESTHISCONCLUDE YOUR TESTIMONY?

A. Yes

| declare under penalty of perjury that the foregoing is true and correct.

Executed on 52/ o f’/ ¥ r
Loy 2t

David LaPlante

DC\7083449.2

" Informational Filing for Qualification in the Forward Capacity Market, Docket No. ER08-190-000
(November 6, 2007) (" Informational Filing").
? Order Accepting Informational Filing, 122 FERC 61,018 (2008).
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

)
ISO New England Inc. ) Docket No. ER08-___ -000
)

TESTIMONY OF LAWRENCE M. AUSUBEL

PLEASE STATE YOUR NAME, TITLE AND BUSINESS ADDRESS.

My name is Lawrence M. Ausubel. I am the Chairman and Founder of Power
Auctions LLC, the company that has helped to design, implement and administer
the Forward Capacity Auction (“FCA”) for ISO New England Inc. (the “ISO”).

I am also the President of Market Design Inc. and a Professor of Economics at the
University of Maryland. My business address is 3246 Prospect Street NW,

Washington, DC 20007.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
WORK EXPERIENCE.

I have an A.B. in Mathematics from Princeton University, an M.S. in
Mathematics from Stanford University, an M.L.S. in Legal Studies from Stanford
University, and a Ph.D. in Economics from Stanford University.

I am the Chairman of Power Auctions LLC, a provider of auction design services,
auction implementation services and software worldwide. Iam also the President
of Market Design Inc., an economics consultancy that offers services in the design

of auction markets. Qver the past several years, I have played a lead role in the

Page 1 of 4



10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

design and implementation of: electricity auctions in France, Germany, Spain,
Belgium and the US; gas auctions in Germany, France, Hungary and Denmark;
the world’s first auction for greenhouse gas emission reductions in the UK; and
a prototype airport slot auction in the US. I have advised the US Federal
Communications Commission and Industry Canada on spectrum auctions.

I designed the 2005 Trinidad and Tobago GSM auction and served as its auction
manager. 1 hold seven U.S. patents related to auction technology and I have
published numerous articles on auctions, bargaining, industrial organization and
financial markets. My curriculum vitae, which includes a list of publications and

other experience, is attached.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of this testimony is to certify that the recently-concluded FCA
was conducted in accordance with the relevant filed market rules. Section
I11.13.8.2(b) of the ISO New England Transmission, Markets and Services Tariff
(the “Tariff) requires that after each FCA, documentation regarding the
competitiveness of the FCA be filed with the Federal Energy Regulatory
Commission (“Commission”). Section II1.13.8.2(b) states that such
documentation may include certification from the auctioneer that the FCA was
conducted in accordance with the provisions of Section III.13 of the Tariff.
Section II1.13.2 of the Tariff provides the rules relating to the mechanics of the
FCA. My testimony certifies that the FCA was conducted in accordance with

Section 111.13.2.
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PLEASE DESCRIBE POWER AUCTIONS LLC

Power Auctions LLC designs, implements and conducts high-stakes automated
auctions utilizing proprietary software, processes, and other intellectual property.
The PowerAuction software platform designed by Power Auctions LLC has been
used to implement over 50 auctions worldwide in the electricity, gas and
environmenta) sectors. Specifically, in the electricity sector, the software
platform is currently being used to operate the quarterly EDF Generation Capacity
Auctions in France, the quarterly Endesa-Iberdola Virtual Power Plant Auctions

in Spain, and the recent E.ON Virtual Power Plant Auction in Germany.

WHAT WAS POWER AUCTIONS LL.C’S ROLE IN THE FORWARD
CAPACITY AUCTION HELD ON FEBRUARY 4-6, 2008?

The ISO retained Power Auctions LLC as the independent auction manager
(“Auction Manager”) for the FCA. As the Auction Manager, Power Auctions
LLC worked with the ISO to design and implement the FCA in accordance with
the Tariff. By design, the Auction Manager conducted the auction independently,
with limited involvement by the ISO. The auction was implemented using the

PowerAuction software platform.

WAS THE FCA, HELD ON FEBRUARY 4-6, 2008, CONDUCTED IN
ACCORDANCE WITH SECTION II1.13.2 OF THE TARIFF?

Yes. In accordance with Section II1.13.8.2(b) of the Tariff, I certify that to the
best of my knowledge the FCA of February 4-6, 2008 was conducted in

accordance with the provisions of Section I11.13.2 of the Tariff.
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Q. DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on the 27" day of February, 2008.

Jonsnce Qb

Lawrence M. Ausubel
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ATTACHMENT G

List of New England Governors and Utility Regulatory Agencies



LIST OF NEW ENGLAND GOVERNORS AND UTILITY REGULATORY AGENCIES

The Honorable M. Jodi Rell
State Capitol

210 Capitol Ave.

Hartford, CT 06106

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

Maine Public Utilities Commission The Honorable John E. Baldacci
State House, Station 18 One State House Station

242 State Street Rm. 236

Augusta, ME 04333.0018 Augusta, ME 04333.0001

The Honorable Deval Patrick
Office of the Governor

Rm. 360 State House
Boston, MA 02133

Massachusetts Dept. of Public Utilities
One South Station
Boston, MA 02110

The Honorable John H. Lynch New Hampshire Public Utilities Commission
State House 21 South Fruit Street

25 Capitol Street Ste. 10

Concord, NH 03301 Concord, NH 03301.2429

The Honorable Donald L. Carcieri Rhode Island Public Utilities Commission
State House Room 115 89 Jefferson Blvd.

Providence, Rl 02903 Warwick, Rl 02888

The Honorable James H. Douglas Vermont Public Service Board

109 State Street, Pavilion 112 State Street, Drawer 20

Montpelier, VT 05609 Montpelier, VT 05620.2701



Anne C. George, President
New England Conference of Public
Utilities

Commissioners, Inc.
c/o Connecticut Dept. of Public
Utility Control
10 Franklin Square

William M. Nugent

Executive Director

New England Conference of Public Utilities
Commissioners, Inc.

500 U.S. Route 1, Ste. 21C

Yarmouth, ME 04096

Harvey L. Reiter, Esq.

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

c/o Stinson Morrison Hecker LLP
1150 18™ Street, N.W., Ste. 800

Power Planning Committee

New England Governors’ Conference Inc.
76 Summer Street, 2™ floor

Boston, MA 02110.1226

DC\7074990.1





