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The peak load forecast for the 2008/2009 Capability Year of 27,970 MW is 610 MW higher than
the previous peak load forecast for the 2007/2008 Capability Year of 27,360 MW. The increase

in peak loads reflects the normal economic/demographic growth and that growth was higher than
expected last year.

B. Capacity Resources

The 2008/2009 Installed Capacity Requirements reflect assumptions regarding various
forms of capacity resources. Demand Response resources totaling 1,653 MW were modeled in
the Installed Capacity Requirements calculation, including resources that provide real time peak
load relief when ISO Operating Procedure 4, Actions During a Capacity Deficiency (“OP 4”) is
implemented. Other Demand Resources, totaling 167 MW, which are demand resources
consisting primarily of Energy Efficiency programs, were also modeled as a resource in the
Installed Capacity Requirements calculation. Capacity additions are reflected, including
approved generating units under construction as of November 1, 2007. No capacity attritions
were assumed for the 2008/2009 Capability Year. Daily Cycle Hydro units are also reflected in
the Installed Capacity Requirements calculations, as well as purchases and sales. Existing
generating capacity of 30,965 MW is projected for the summer during the 2008/2009 Capability
Year, which is an increase of 439 MW over the 30,526 MW in existing capacity assumed for the
summer of the 2007/2008 Capability Year. The increase in existing generating capacity reflects
mainly the rating changes that have occurred since 2007.

C. Resource Availability

As with the Installed Capacity Requirements approved by the Commission for past
Capability Years, the proposed 2008/2009 Installed Capacity Requirements reflect resource
availability (performance) assumptions. Demand Response Resource performance was
measured based on actual response during 2007 event response audits. Other Demand Resources
were modeled as 100% available.

Generating unit availability modeling reflects projected scheduled maintenance and
forced outages. Individual generating unit maintenance assumptions are based on each unit’s
historical five-year average of scheduled maintenance and NERC average scheduled
maintenance data for the same class of unit, if five-year average data are not available.
Individual generating unit forced outage assumptions are based on the unit’s 5-year historical
forced outage data and NERC average data for the same class of unit.
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D. Tie Benefits

New England’s Commission-approved method for establishing Installed Capacity
Requirements requires that assumptions be made regarding the tie benefits value to be used as an
input in the formula. Tie benefits from neighboring control areas reduce Installed Capacity
Requirements and the need to buy capacity within New England. The tie benefits from
neighboring Control Areas reflect the amount of emergency assistance that New England could
rely on, without jeopardizing reliability in New England or its neighboring control areas, in the
event of a capacity shortage in New England.

The amount of tie benefits used in calculating the 2008/2009 Installed Capacity
Requirements was 2,000 MW at annual peak. This value is based on the 2003 Tie Benefits
Study™® and the most recent Northeast Power Coordinating Council (“NPCC) Resource
Adequacy Assessment.?’ The 2,000 MW tie benefit assumption is comprised of 1,200 MW of
the Hydro-Quebec Interconnection Capability Credits (“HQICCs”), 600 MW of tie benefits from
New York and 200 MW of tie benefits from New Brunswick. The Installed Capacity
Requirements for the 2008/2009 Capability Year reflect total tie benefits calculated in
accordance with the applicable provisions of the 1SO Tariff and prior Commission directives.?

Section 111.12.9 of Market Rule 1 requires that total tie benefits be calculated using the
results of a probabilistic calculation® that determines the LOLE of the New England system on
an isolated basis (excluding connections with other Control Areas) and an interconnected basis
(including all existing connections with directly connected Control Areas). The difference

19 See http://www.iso-ne.como/genrtion resrcs/reports/nepool oc review/2003/index.htm.

Although a 2007 Tie Benefits Study has been performed, it was not designed to be applicable for years
prior to 2010.

20 See http://www.npcc-cbre.org/documents/reports/Seasonal.aspx.

2 Under Sections 111.8.1 and 111.12.9 of Market Rule 1, Annual Installed Capacity Requirement, the
ISO calculates the Installed Capacity Requirements each Capability Year and, after consultation with
stakeholders (as required by the Participants Agreement), the 1SO must file the Installed Capacity
Requirements with the Commission pursuant to Section 205 of the FPA, 16 U.S.C. § 824d (2000). See
ISO New England Inc., 111 FERC 1 61,185, order denying reh’g, 112 FERC { 61,254 (2005).

2 A probabilistic calculation uses technigques and approaches that may consider factors that may
affect the performance of the system and provide a quantified risk assessment using performance indices
such as the probability of an unacceptable event. These performance indices are sensitive to factors that
affect the reliability of the system. Therefore, quantified descriptions of the system performance can then
be entered into the decision-making process.
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between the two calculations is then translated into capacity-equivalent MW, which represents
the total tie benefits to New England. The engineering analyses used to calculate tie benefits are
defined and conducted in consultation with stakeholders through the PSPC. The probabilistic
methodology has been applied over the past several years to develop assumptions regarding total
tie benefits that were used in developing other Installed Capacity Requirements values that have
been filed with and accepted by the Commission.?®

E. HQICC Values

HQICC values represent capacity credits that are allocated to the Interconnection Rights
Holders, which are entities that hold certain rights over the HQ Interconnection, a high-voltage,
direct current transmission line that connects Quebec and the New England region.?* In
compliance with prior Commission orders,” HQICCs are calculated using a deterministic
methodology that uses forecasted load and capacity for the Quebec Control Area and the HQ
Interconnection transfer limit.?° In addition to reducing capacity requirements of Interconnection
Rights Holders, the monthly values for HQICCs can affect the allocation of total tie benefits
among the different interconnections between New England and other control areas and, thereby,
directly affect the amount of capacity that may be imported from other control areas.

Pursuant to the Commission’s April 30, 2003 Order, ?" the 1SO must file the monthly
Installed Capacity Requirements and HQICC values established for each Capability Year.”®

2 The Commission has accepted the 1SO’s probabilistic methodology used to develop tie benefits

assumptions in prior years. As the Commission has held in its order accepting the Installed Capacity
Requirement for 2010-2011, “[i]n numerous past orders accepting the New England Installed Capacity
Requirement determination (including the calculation of tie benefits), we have consistently accepted the
calculation of total New England control area tie benefits on a probabilistic basis.” 1SO New England
Inc., 121 FERC 1 61,250 at P 70 (citations omitted).

24 Tie benefit assumptions in this filing do not create interconnection credits or any other rights to

any particular entity.

% See, e.g., ISO New England Inc., 121 FERC { 61,250 at P 68 (2007); 1SO New England Inc. and
New England Power Pool, 118 FERC { 61,157 at P 36 (2007); New England Power Pool and ISO New
England Inc., 111 FERC 1 61,132 at P 19 (2005).

2 Section 111.12.9.2 of the ISO Tariff.

2 NSTAR Electric & Gas Corporation, et al., v. New England Power Pool, 103 FERC { 61,093 at
P 23 (2003) (the “April 30 Order”).

8 The Capability Year was previously referred to as “Power Year.”
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Prior to the 2007/2008 Capability Year, the HQICC values were the result of separate
Commission proceedings to set the yearly credit and additional proceedings that concluded that
the Interconnection Rights Holders of the HQ Interconnection should be given installed capacity
credit. The FCM Settlement then fixed HQICC values during the period from December 1, 2006
through May 31, 2010 (the “Transition Period”) at 1,200 MW for March through November and
at zero MW for December through February.?® An informational filing containing those fixed
values was filed by the 1SO on October 31, 2006 and approved by the Commission.*® The
Installed Capacity Requirements proposed in the instant filing are based on the HQICC values
contained in that informational filing, which were approved by the Commission without
modification in an order issued on January 20, 2006. In compliance with prior Commission
orders, the 2008/2009 Installed Capacity Requirements filed herewith reflect a MW-for-MW
adjustment for the corresponding 2008/2009 Capability Year HQICC values contained in the
October 31, 2006 informational filing.

VIl. STAKEHOLDER PROCESS

The PSPC forwarded the proposed Installed Capacity Requirements values to the
Reliability Committee for consideration at the Reliability Committee’s February 14, 2008
meeting. At the meeting, the Reliability Committee voted unanimously (with two abstentions)
to support a motion recommending that the Participants Committee support the proposed values
for implementation in the 2008/2009 Capability Year. At its March 7, 2008 meeting, the
Participants Committee considered and voted to support (94.21% vote in favor) for filing with
the Commission and implementation the 2008/2009 Capability Year Installed Capacity
Requirements. The Participants Committee vote was taken by show of hands. That show of
hands votes has been converted to a Sector vote, as reflected in the attached voting tabulation
spreadsheet included as Attachment 2 of this filing.

2 See FCM Settlement at § 11.VII1.K (“During the Transition Period, the total transfer limit of the
HQ Phase I/11 interconnection with Hydro-Quebec shall be fixed at 1800 MW for UCAP purposes [and]
the total MWs of HQICCs shall be fixed at 1200 MW March through November and zero MW December
through February.”).

30 Pursuant to the FCM Settlement, the SO now calculates prospective HQICC values for use in
the Forward Capacity Auctions, beginning with the 2010/2011 Capability Year values submitted in
Docket No. ER08-41-000, which were accepted by the Commission in its December 10 Order.

3 ISO New England Inc., 114 FERC 1 61,055 (2006).
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VIiIl. ADDITIONAL SUPPORTING INFORMATION

This filing identifies Installed Capacity Requirements for the 2008/2009 Capability Year,
and is made pursuant to Section 205 of the FPA. Section 35.13 of the Commission’s regulations
generally requires public utilities to file certain cost and other information related to an
examination of cost-of-service rates.*> However, the proposed Installed Capacity Requirements
and related values are not traditional “rates” and the ISO is not a traditional investor-owned
utility. Therefore, to the extent necessary, the 1SO requests waiver of Section 35.13 of the
Commission’s regulations. Notwithstanding its request for waiver, the 1SO submits the
following additional information in compliance with the identified filing regulations of the
Commission applicable to Section 205 filings.*

35.13(b)(1) - Materials included herewith are as follows:
+ This transmittal letter;

+ Attachment 1: Testimony of Mr. Peter K. Wong (sponsored by the 1SO);

3 18 C.F.R § 35.13 (2007).
3 Challenges to the Commission’s jurisdiction over New England’s Installed Capacity
Requirements have been asserted with respect to the Commission’s determinations in Docket No. ERQ7-
655-000 (accepting the 2007/2008 Capability Year Installed Capacity Requirements) and Docket No.
ERO07-365 (approving a package of amendments to ISO Tariff Market Rule 1 referred to as the “ICR
Market Rules”). Separate appeals of the Commission orders issued in those Dockets have been
consolidated and are pending before the United States Circuit Court of Appeals for the District of
Columbia Circuit. See ISO New England Inc., 119 FERC {61,161, reh’g denied, 121 FERC { 61,125,
appeal docketed, Connecticut Department of Public Utility Control v. FERC, No. 07-1460 (D.C. Cir. filed
Nov. 13, 2007) (appeal of orders in Docket ER07-655); and ISO New England, Inc. and New England
Power Pool, 118 FERC { 61,157, reh’g denied, 120 FERC { 61,234, appeal docketed, Connecticut
Department of Public Utility Control v. FERC, No. 07-1375 (D.C. Cir. Filed Sept. 19, 2007) (appeal of
orders in Docket ER07-365). The same jurisdictional challenge was also asserted in Docket ER05-715-
000 (accepting the 2005/2006 Power Year Installed Capacity Requirements). That appeal was been
remanded to the Commission. See Conn. Dept. of Pub. Util. Control v. FERC, 484 F.3d 558 (D.C. Cir.
2007), reh’g denied, 2007 U.S. App. LEXIS 17020 (July 13, 2007), mandate issued (July 27, 2007). The
Commission has recently issued an order on remand in Docket No. ER05-715-002 affirming its prior
determination of jurisdiction over New England’s Installed Capacity Requirements. 1SO New England
Inc., Order on Remand, 122 FERC 1 61,144 (2008). A request for rehearing of that order is pending. The
Filing Parties are litigants in those appeals and will not reiterate here their position regarding the
Commission’s jurisdiction over New England’s Installed Capacity Requirements. The Filing Parties
reserve the right to respond to any jurisdictional challenge that may be reasserted in this proceeding.
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+ Attachment 2: Vote tabulation from Participants Committee meeting; and

+ Attachment 3: List of governors and utility regulatory agencies in
Connecticut, Maine, Massachusetts, New Hampshire, Rhode
Island and VVermont to which a copy of this filing has been sent.

35.13(b)(2) - the Filing Parties respectfully request that the Commission issue an order
accepting the 2008/2009 Installed Capacity Requirements and related values to be effective as of
June 1, 2008.

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/requlatory/ferc/nepool/gov_prtcpnts_eserved.pdf. A paper 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 which comprise the New England Control
Area, and to the New England Conference of Public Utility Commissioners, Inc. The names and
addresses of these governors and regulatory agencies are shown in Attachment 3. In accordance
with Commission rules and practice, there is no need for the entities identified on Attachment 3
to be included on the Commission’s official service list in the captioned proceedings 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 this transmittal letter.

35.13(b)(5) - The reasons for this filing are discussed in the background section to this
transmittal letter.

35.13(b)(6) - As explained above, the ISO has sought the advisory input from
Governance Participants pursuant to Section 11.4 of the Participants Agreement.

35.13(b)(7) - The ISO has no 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.

35.13(c)(2) - The ISO does not provide services under other rate schedules that are
similar to the sale for resale and transmission services it provides under the 1SO Tariff.
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35.13(c)(3) - No specifically assignable facilities have been or will be installed or
modified in order to supply service with respect to the proposed Installed Capacity Requirement
and related values.

IX. CONCLUSION

The Filing Parties respectfully request that the Commission accept the Installed Capacity
Requirements reflected in this submission for filing without change. The Filing Parties request
the Commission issue an order accepting the 2008/2009 Installed Capacity Requirements and
related values to be effective as of June 1, 2008.
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Please acknowledge receipt of the foregoing by date-stamping the enclosed extra copies
of this filing and returning them to the courier delivering the filing.

Respectfully submitted,

ISO NEW ENGLAND INC.

By: :(""—\. H. D—O&-\/e‘-a By: A‘\‘A O——‘k

James H. Douglass, Esq. Sherry A. Quirk, Esq.

Senior Regulatory Counsel Montina M. Cole, Esq.

ISO New England Inc. Schiff Hardin, LLP

One Sullivan Road 1666 K St., NW, Suite 300
Holyoke, MA 01040-2841 Washington, DC 20006

Tel: (413) 540-4585 Tel: (202) 778-6475

Fax: (413) 535-4379 Fax: (202) 778-6460

E-mail: jdouglass@iso-ne.com E-mail: squirk@schifthardin.com

mcole@schiffhardin.com

NEW ENGLAND POWER POOL
PARTICIPANTS COMMITTEE

By: A’—ﬁ P /LX"‘ /S'A-GL

Scott P. Myers, Esq.

Day Pitney LLP

242 Trumbull Street

Hartford, CT 06103-1212

Tel: (860)275-0361

Fax: (860) 881-2527

Email: spmyers@daypitney.com

Attachments
ce ! Entities listed in Attachment 3



CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing document and attachments upon
each person identified in Attachment 3 of the attached transmittal letter, in the manner specified
in the transmittal letter.

Dated at Washington, D.C., this 21st day of March, 2008.

ina M. Cole
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

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

PREPARED TESTIMONY OF
MR. PETER K. WONG

ON BEHALF OF ISO NEW ENGLAND INC.

MR. WONG, PLEASE STATE YOUR NAME, TITLE AND BUSINESS
ADDRESS.

My name is Peter K. Wong. | am the Manager of Resource Adequacy with ISO
New England Inc. (the “ISO”). My business address is One Sullivan Road,

Holyoke, Massachusetts 01040.

PLEASE DESCRIBE, BRIEFLY, YOUR EDUCATIONAL AND
EMPLOYMENT BACKGROUND.

| hold a Bachelor of Science degree in Electrical Engineering from the University
of Connecticut and a Master of Business Administration degree from Western

New England College.

| have been the Manager of Resource Adequacy for the 1SO since 1999. Before
that, | served for about seven years as the Manager of Operations Planning &

Analysis for the staff of the New England Power Exchange (“NEPEX”), the

10f 18
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operating arm of the New England Power Pool (“NEPOOL”), and for the 1SO

after the staff of NEPOOL was transferred to the 1SO.

I have worked with NEPOOL and the ISO for more than 32 years. During this
time, in addition to my most recent duties described above, | have also held
various positions in the Power Supply Planning department of New England
Power Planning (“NEPLAN?”), the planning arm of NEPOOL. My last position at
NEPLAN was the Manager of Power Supply Planning. During my 15 years with
NEPLAN Power Supply Planning, I was involved in all matters related to
NEPOOL Objective Capability (Installed Capacity Requirement) and resource
adequacy. | currently serve as the Chair of the NEPOOL Power Supply Planning
Committee, which is the NEPOOL technical committee charged with the review
and/or development of all assumptions used for the calculation and development
of Installed Capacity Requirements, Local Sourcing Requirements and Maximum

Capacity Limits for the ISO markets.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
My testimony discusses the derivation of the Installed Capacity Requirements for
the 2008/2009 Capability Year. The 2008/2009 Capability Year starts on June 1,

2008 and ends on May 31, 2009.

2 0f 18



Q: WHAT ARE “INSTALLED CAPACITY REQUIREMENTS?”

Installed Capacity Requirements are the minimum levels of capacity required to

meet the reliability requirements defined for the New England Control Area. This

requirement is documented in Section 2 of ISO New England Planning Procedure

No. 3, Reliability Standards for the New England Area Bulk Power Supply

System, which states:

“Resources will be planned and installed in such a manner that, after
due allowance for the factors enumerated below, the probability of
disconnecting noninterruptible customers due to resource deficiency,
on the average, will be no more than once in ten years. Compliance
with this criteria shall be evaluated probabilistically, such that the loss
of load expectation [LOLE] of disconnecting noninterruptible
customers due to resource deficiencies shall be, on average, no more
than 0.1 day per year.

a.

The possibility that load forecasts may be exceeded as a result
of weather variations.

Immature and mature equivalent forced outage rates
appropriate for generating units of various sizes and types,
recognizing partial and full outages.

Due allowance for scheduled outages and deratings.
Seasonal adjustment of resource capability.

Proper maintenance requirements.

Available operating procedures.

The reliability benefits of interconnections with systems that
are not Governance Participants.

Such other factors as may from time-to-time be appropriate.”

! Copy available at http://www.iso-ne.com/rules_proceds/isone_plan/PP3_R3.doc (emphasis in original).

30f18
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PLEASE EXPLAIN THE GENERAL PROCESS FOR ESTABLISHING
INSTALLED CAPACITY REQUIREMENTS.

The Installed Capacity Requirements for the 2008/2009 Capability Year were
established through a stakeholder process and in accordance with the calculation
methodology as prescribed in Section 111.12 of Market Rule 1. The stakeholder
process consisted of NEPOOL Power Supply Planning Committee (“PSPC”)
review and comment on the ISO’s development of load and resource assumptions
and the 1SO’s calculation of the Installed Capacity Requirements for the
2008/2009 Capability Year. The PSPC is a technical committee under the
Reliability Committee charged with reviewing and developing the Installed
Capacity Requirement, including appropriate load and resource assumptions for
modeling the expected system conditions. The PSPC consists of representatives
of the NEPOOL Participants. Staff from New England’s public utility
commissions also typically participate in the PSPC’s meetings. After the PSPC’s
review and comment, the 1SO developed a recommendation regarding the
Installed Capacity Requirements for the 2008/2009 Capability Year and presented
this recommendation, along with the associated load and resource assumptions, to
the Reliability Committee for their review, comment and action. The ISO then
presented its Installed Capacity Requirements recommendation and the results of
the Reliability Committee action to the Participants Committee for its review.
After taking the comments received from the Participants Committee into
consideration, the I1SO is filing the Installed Capacity Requirements for the

2008/2009 Capability Year with the Federal Energy Regulatory Commission

4 of 18
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PLEASE EXPLAIN THE METHODOLOGY FOR ESTABLISHING THE
INSTALLED CAPACITY REQUIREMENTS.

The Installed Capacity Requirements were established using the
Westinghouse/ABB Capacity Model Program (“Capacity Model”) developed by
Westinghouse Electric Corporation. The Capacity Model is a computer program
that uses probabilistic mathematics to simulate the random behavior of load and
resources of a power system and calculates the expected days per year that the
electric system would not have adequate resources to meet the daily peak loads.
Inputs to the Capacity Model are various assumptions regarding load and capacity
resources. The Capacity Model is a one bus model and the New England
transmission system is assumed to have no constraints in this simulation. In other
words, all the modeled resources are assumed to be deliverable to meet forecasted
load. The program compares, on a weekly basis, the available capacity resources
with the range of expected daily loads to determine the weekly Loss of Load
Probability (“LOLP”) for the six-state New England region as a whole.
Summation of the weekly LOLP over the Capability Year (June 2008 — May
2009) gives the Loss of Load Expectation (“LOLE”) for the New England region.
The calculation process starts with the determination of the system LOLE with
existing and known resource additions to meet the expected load. If the system is
more reliable than the resource-adequacy criterion (i.e., the system LOLE is less

than or equal to 0.1 days per year), additional resources are not required.
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However, if the system is less reliable than the resource-adequacy criterion (i.e.,
the system LOLE is greater than 0.1 days per year), additional resources are
added to the system to meet the criterion. Once there are adequate amounts of
resources to meet the reliability criterion, the Installed Capacity Requirements are
determined by calculating the exact amount needed to meet New England’s 0.1
days per year LOLE. For the 2008/2009 Capability Year, the New England
system is expected to be more reliable than the reliability criterion necessitates.
Therefore, the amount of resources needed for the 2008/2009 Capability Year was
adjusted by the additional load carrying capability (“ALCC”) to result in Installed
Capacity Requirements that exactly meet the 0.1 days per year LOLE. The

ALCC reflects the system’s ability to meet additional load.

IS THIS THE SAME STAKEHOLDER PROCESS AND CALCULATION
METHODOLOGY PREVIOUSLY USED TO DETERMINE INSTALLED
CAPACITY REQUIREMENTS IN NEW ENGLAND?

Yes, the same stakeholder process and calculation methodology for establishing
the Installed Capacity Requirements for the 2008/2009 Capability Year have been
used for several years to develop the New England Installed Capacity

Requirements.

6 of 18
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WHAT ARE THE MAIN ASSUMPTIONS UPON WHICH THE
INSTALLED CAPACITY REQUIREMENTS VALUE FOR THE 2008/2009
CAPABILITY YEAR IS BASED?

One of the first steps of the process for determining the Installed Capacity
Requirements is for the I1SO to identify reasonable assumptions relating to
expected system conditions for the 2008/2009 Capability Year. These
assumptions include the expected daily peak loads; the available capacity
resources; the expected performance of these capacity resources (such as forced
and scheduled outage rates); changes in system resource capacity due to expected
additions and attritions; and the amount of load and/or capacity relief obtainable
from certain actions of Operating Procedure No. 4, Action During a Capacity
Deficiency (“OP 47), including the amount of possible emergency assistance

obtainable from New England’s interconnections with neighboring control areas.

PLEASE IDENTIFY THE INSTALLED CAPACITY REQUIREMENTS
VALUES ESTABLISHED BY THE ISO FOR THE 2008/2009
CAPABILITY YEAR.

The monthly Installed Capacity Requirements values for the 2008/2009
Capability Year, established by the 1SO and supported by New England market
stakeholders, as reflected in the Participants Committee’s advisory vote are as

follows:

7 of 18
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Installed Capacity Requirements for the
2008/2009 Capability Year

Month (MW)
June 08 32,175
July 08 32,158
August 08 32,160
September 08 32,147
October 08 35,735
November 08 35,739
December 08 34,536
January 09 34,527
February 09 34,514
March 09 35,691
April 09 35,646
May 09 35,679

PLEASE EXPLAIN HOW THE ISO DERIVED THE LOAD FORECAST
USED IN DEVELOPING THE INSTALLED CAPACITY
REQUIREMENTS FOR THE 2008/2009 CAPABILITY YEAR.

The ISO develops, for each state, a forecasted distribution of typical daily peak
loads for each week of the year based on each week’s historical weather
distribution, and an econometrically estimated monthly model of typical daily
peak loads. Each weekly distribution of typical daily peak loads includes the full
range of daily peaks that could occur over the full range of weather experienced in

that week and their associated probabilities.

The models, for each of the six New England states, were estimated using 8 years
of weekday daily peaks, the weather conditions at the time of the daily peak, a
relationship that captures the change in peak load response to weather over time,

and a relationship that captures the change in peak load response to base load
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energy (and therefore economic and demographic factors) over time. The weather
response relationships are forecasted to grow at their historical rates but adjusted
for expected changes in appliance saturations. The base load relationships are
forecasted to grow at the same rate as the energy forecast. The weather is

represented by over 35 years of historically-based weekly weather.

The energy forecast, for each state, is econometrically estimated using forecasts
of the real price of electricity and real income. The New England Control Area’s

load is the sum of the six states’ load.

PLEASE DESCRIBE THE PROJECTED PEAK LOADS FOR THE
2008/2009 CAPABILITY YEAR.

The projected New England Control Area 50/50 peak load (summer)? for the
2008/2009 Capability Year is 27,970 MW. This represents a compound annual
growth rate of 2.2% from the forecasted 50/50 peak load of 27,360 MW for the
summer of 2007. The corresponding 90/10 peak load for the 2008/2009
Capability Year is 29,900 MW.? This represents a compound annual growth rate
of 2.5% from the forecasted 90/10 peak load of 29,160 MW for the summer of
2007. The peak load forecast for the 2008/2009 Capability Year of 27,970 MW is

610 MW higher than the previous peak load forecast for the 2007/2008 Capability

% The New England Control Area is a summer-peaking system, meaning that the highest load occurs during
the summer. The 50/50 peak refers to the peak load having a 50% chance of being exceeded, and is
expected to occur at a weighted New England-wide temperature of 90.4 °F

® The 90/10 peak refers to the peak load having a 10% chance of being exceeded, and is expected to occur
at a weighted New England-wide temperature of 94.2 °F.
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Year of 27,360 MW. The increase in the peak loads reflects the normal
economic/demographic growth and that growth was higher than expected last
year. The peak load forecasts were developed by the ISO using economic and
demographic assumptions as reviewed and agreed to by the NEPOOL Load
Forecast Committee. The New England load forecast used to develop the
2008/2009 Installed Capacity Requirements will be documented in the April 2008
“Forecast Report of Capacity, Energy, Loads, And Transmission” (“2008 CELT

Forecast”).

PLEASE DESCRIBE THE TYPE OF RESOURCE DATA USED TO HELP
DEVELOP THE INSTALLED CAPACITY REQUIREMENTS FOR THE
2008/2009 CAPABILITY YEAR.

The Installed Capacity Requirements for the 2008/2009 Capability Year are based
on assumptions regarding resources including expected capacity additions prior to
June 1, 2008. Resources such as Demand Response resources, capacity additions

and attritions, and purchases and sales are addressed.

WHAT ARE THE RESOURCE DATA RESULTS FOR DEMAND
RESPONSE RESOURCES?

Demand Response resources totaling 1,653 MW were modeled in the Installed
Capacity Requirements calculation, including resources that provide real time
peak load relief when OP 4 actions are implemented. The Demand Response
Resources reflect the capacity enrolled as of November 1, 2007 and projected

enrollment of summer 2008 and winter 2008/09 Demand Response programs.
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Demand Response Resource performance was measured based on actual response
during 2007 event response audits. Other Demand Resources totaling 167 MW,
which are demand resources consisting primarily of Energy Efficiency programs,
were also modeled as a resource in the Installed Capacity Requirements

calculation and were modeled as 100% available.

PLEASE EXPLAIN THE EXISTING CAPACITY ASSUMPTIONS
UNDERLYING THE INSTALLED CAPACITY REQUIREMENTS FOR
THE 2008/2009 CAPABILITY YEAR.

Existing generating capacity of 30,965 MW is projected for the summer during
the 2008/2009 Capability Year, which is an increase of 439 MW over the 30,526
MW in existing capacity assumed for the summer of the 2007/2008 Capability
Year. The increase in existing generating capacity reflects mainly the rating

changes that have occurred since 2007.

WHAT ARE THE ASSUMPTIONS RELATING TO GENERATING
RESOURCE ADDITIONS AND ATTRITIONS?

Generating resources that are under construction as of November 1, 2007, have
received 1SO interconnection approval, and are expected to be in-service prior to
June 1, 2008 are assumed for the calculation of the 2008/2009 Installed Capacity

Requirements. The table below shows these generating resource additions.
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Generating Resource Capacity Additions

SIS Queue
Projected
Summer Commercial

Project Name MW Unit Type Fuel Type State Operation Date

GMP Essex Diesel 8 IC Oil VT 10/31/2007

Covanta Haverhill 1.6 IC Landfill Gas MA 11/1/2007

Indeck Alexandria 16.6 ST Biomass/Wood waste MA 2/1/2008

Cos Cob Redevelopment 36 GT Oil CT 2/1/2008

L'Energia 74 CC Natural Gas/Oil MA 6/15/2008

Total 136.2
No generating capacity attritions were assumed for the 2008/2009 Capability
Year.

Q: PLEASE EXPLAIN THE GENERATING RESOURCE AVAILABILITY
ASSUMPTIONS UNDERLYING THE INSTALLED CAPACITY
REQUIREMENTS FOR THE 2008/2009 CAPABILITY YEAR.

A Generating resource availability modeling reflects the projected scheduled

maintenance and forced outages of the capacity resources. For generating
Resources, individual unit scheduled maintenance assumptions are based on each
unit’s historical five-year average of scheduled maintenance. If the individual
resource has not been operational for 5 years, then North American Electric
Reliability Corporation (“NERC”) class average data is used to substitute for the
missing annual data. An individual generating Resource’s forced outage
assumptions are based on the resource’s historical data from the 1SO’s database
and NERC average data for the same class of units, except for the nuclear units.
The forced outage assumptions for the nuclear units are all based on historical

data from the 1SO’s database.
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PLEASE DISCUSS THE ISO’S ASSUMPTIONS REGARDING OP 4
ACTIONS IN DEVELOPING INSTALLED CAPACITY REQUIREMENTS
FOR THE 2008/2009 CAPABILITY YEAR.

The amount of load and/or capacity relief that can be obtained from certain OP 4
actions, including the amount of possible emergency assistance (tie benefits)
obtainable from New England’s interconnections with neighboring control areas,
is modeled within the Installed Capacity Requirements calculation for the

2008/2009 Capability Year.

PLEASE EXPLAIN TIE BENEFITS.

The New England resource planning reliability criterion requires that adequate
capacity resources be planned and installed such that disconnection of firm load
would not occur more often than once in 10 years due to a capacity deficiency
after taking into account the load and capacity relief obtainable from
implementing OP 4. In other words, load and capacity relief assumed obtainable
from implementing OP 4 are direct substitutes for capacity resources for meeting
the once in 10 years disconnection of firm load criterion. The provision of
emergency energy assistance from neighboring control areas (tie benefits), under
the Northeast Power Coordinating Council mutual assistance agreements, is one
of the actions of OP 4. Therefore, the amount of tie benefits assumed obtainable
from the interconnected neighboring control areas directly displaces that amount
of installed capacity resources needed to meet the resource planning reliability

criterion. When determining the amount of tie benefits to assume in Installed
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Capacity Requirements calculations, it is necessary to recognize that while
reliance on tie benefits to reduce capacity resource needs can reduce capacity
resource needs, over-reliance on tie benefits decreases system reliability. System
reliability would decrease since each time emergency assistance is requested,
there is a possibility that the available assistance will not be sufficient to meet the
capacity deficiency. The more tie benefits used to meet the resource reliability
criterion, and the greater the amount of assistance requested, the greater the
possibility that it will not be available or sufficient to avoid implementing deeper
actions of OP 4, including interrupting firm load. For example, some of the
resources that New York has available to provide tie benefits are demand
response resources which have limits on the number of times they can be

activated.

PLEASE DESCRIBE THE TIE BENEFITS ASSUMPTIONS
UNDERLYING THE INSTALLED CAPACITY REQUIREMENTS FOR
THE 2008/2009 CAPABILITY YEAR.

A total of 2,000 MW of tie benefits are assumed in the Installed Capacity
Requirements calculations for the 2008/2009 Capability Year. The breakdown of
this total value is as follows: 1,200 MW from Quebec, 200 MW from New
Brunswick and 600 MW from New York. The total tie benefits assumption is
based on the results of a 2003 probabilistic tie benefits study assuming that New
England and the three directly interconnected neighboring control areas of

Quebec, New Brunswick and New York are at their reliability criterion of one
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disconnection of firm load in 10 years. Although a 2007 tie benefits study has
been performed, it is not designed to be applicable for years prior to 2010. A
probabilistic study uses techniques and approaches that consider factors that may
affect the performance of the system and provide a quantified risk assessment
using performance indices such as the probability of an unacceptable event.
These performance indices are sensitive to factors that affect the reliability of the
system. Therefore, quantified descriptions of the system performance can then be
entered into the decision-making process. In addition to the tie benefits study, the
ISO has analyzed expected 2008/2009 system conditions of the neighboring
control areas, as reflected in the most recent Northeast Power Coordinating
Council Resource Adequacy Assessment, and determined that the 2,000 MW total
tie benefits and the tie benefits assumed available from the neighboring control

areas are reasonable and achievable.

PLEASE EXPLAIN THE ISO’S METHODOLOGY FOR DETERMINING
TOTAL TIE BENEFITS.

The ISO determines the total tie benefits by conducting studies using the
probabilistic General Electric (“GE”) Multi-area Reliability Simulation
(“MARS”) program to model the expected system conditions of New England
and its neighboring control areas. All of these control areas are assumed to be
“At-Criteria,” which means that the capacity of all of these interconnected control

areas are adjusted so that they would have a LOLE of once in ten years (0.100
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days per year LOLE). The “At-Criteria” approach is applied to represent the

expected amounts of capacity in each control area.

Tie benefits are calculated using the results of the “At-Criteria” simulation, in
which New England is interconnected with its neighboring control areas and the
results of the simulation where New England is isolated from all neighboring
Control Areas. The difference in LOLE level between New England being
interconnected with its neighboring control areas and being isolated from these

control areas reflects the benefits of interconnection.

DOES THIS CALCULATION METHODOLOGY CONFORM WITH
INDUSTRY PRACTICE AND COMMISSION FILED MARKET RULES?
Yes. This probabilistic calculation methodology is widely used by the electric
industry. Regional reliability councils such as the NPCC and the PJM have been
using the methodology for many years. The New England region has been using

the probabilistic calculation methodology for tie benefits calculations since 2002.

PLEASE EXPLAIN WHY TIE BENEFITS FROM NEW BRUNSWICK
AND NEW YORK ARE ASSUMED AVAILABLE YEAR ROUND.

The 2,000 MW tie benefits used in the Installed Capacity Requirements
calculations are based on the results of the 2003 tie benefits study. That study
determined summer tie benefits and did not determine annual tie benefits. A

concern was raised by some PSPC members that assuming no tie benefits during
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the winter months would allow additional capacity imports over the
interconnections during those months, resulting in increased fixed installed
capacity payments for capacity that is not needed for reliability. The PSPC
agreed to model tie benefits year round but was concerned that New Brunswick
would not be able to provide emergency assistance during the 2008/2009 winter.
To confirm that it is appropriate to assume tie benefits from New Brunswick, the
ISO has analyzed the NPCC 2007 Maritimes Area Comprehensive Review of
Resource Adequacy, December 2007 and determined that New Brunswick should
be able to supply 200 MW of tie benefits to New England during the 2008/2009

winter.

PLEASE EXPLAIN HYDRO-QUEBEC INTERCONNECTION
CAPABILITY CREDIT (“HQICC”) VALUES

HQICC values are used in computing tie benefits from each directly
interconnected neighboring control areas that, in turn, are used to calculate
Installed Capacity Requirements. HQICC values are credits in the form of
reduced capacity requirements that are allocated to the Interconnection Rights
Holders, which are entities that hold certain rights over the Hydro-Quebec
Interconnection. The HQICC values are established based on a Commission

approved procedural methodology for establishing HQICC values.
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PLEASE EXPLAIN HOW HQICC VALUES FOR THE 2008/2009
CAPABILITY YEAR HAVE BEEN DETERMINED AND WHAT ARE
THOSE VALUES.

The FCM Settlement Agreement fixed HQICC values during the period from
December 1, 2006 through May 31, 2010 (the “Transition Period”) at 1,200 MW
for March through November and at zero MW for December through February.
An informational filing containing those fixed values was filed by the ISO on
October 31, 2006 and approved by the Commission. The Installed Capacity
Requirements proposed in the instant filing are based on the HQICC values
contained in that informational filing. Consistent with the FCM Settlement
Agreement and the 1SO’s October 31, 2006 informational filing, the HQICC
values for the 2008/2009 Capability Year are as follows:

Hydro-Québec Interconnection Capability Credits (MW)

2008/09 HQICCs
June 1,200
July 1,200
August 1,200
September 1,200
October 1,200
November 1,200
December 0
January 0
February 0
March 1,200
April 1,200
May 1,200

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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TOTAL

NEPOOL PARTICIPANTS COMMITTEE
VOTE TAKEN AT MARCH 7, 2008 MEETING
2008/2009 CAPABILITY YEAR INSTALLED CAPACITY REQUIREMENTS

Participant Name

VOTE

SUPPLIER SECTOR

Participant Name

VOTE

GENERATION

11.58

TRANSMISSION

17.36

Constellation Energy Commodities Group

SUPPLIER

17.37

Cross Sound Cable Company, LLC

ALTERNATIVE RESOURCES

13.18

DC Energy

PUBLICLY OWNED ENTITY

17.36

Dynegy Power Marketing, Inc.

END USER

17.36

Energy America, LLC

Epic Merchant Energy NE, LP

% IN FAVOR

94.21

Exelon Generation, LLC

GENERATION SECTOR

FirstLight Power Resources Inc.

Granite Ridge Energy, LLC

Participant Name

VOTE

H.Q. Energy Services (U.S.) Inc.

Linde Energy Services, Inc.

ANP Funding |, LLC

LIPA

BG Dighton Power LLC

Pepco Energy Services, Inc.

Boston Generating, LLC

PPL EnergyPlus, LLC

Caithness New England Services Co LLC

Consolidated Edison Energy, Inc.

PSEG Energy Resources & Trade LLC

Dominion Energy Marketing, Inc.

Strategic Energy Ltd.

Entergy Nuclear Power Marketing LLC

Unitil Corporation Participants Companies

T(m> > m>m> > |mmmi>|m|> >

FPL Energy LLC

Millennium Power Partners

IN FAVOR (F)

Mirant New England, LLC

OPPOSED (0)

NRG Power Marketing, Inc.

TOTAL VOTES

TransCanada Power Marketing Ltd.

m|m|m{>|>|m[> |00 |>|> >

ABSTENTIONS (A)

© |0 |O |

IN FAVOR (F)

ALTERNATIVE RESOURCES SECTOR

OPPOSED (0)

Participant Name

VOTE

TOTAL VOTES

ABSTENTIONS ( A)

oo N A

Renewable Generation

TRANSMISSION SECTOR

Gas Recovery Systems, Inc.

Indeck Maine

>

Participant Name

VOTE

Ridgewood Rhode Island

Distributed Generation

Bangor Hydro-Electric Company

Pinpoint Power LLC

Central Maine Power Company

Seneca Energy I, LLC

T

New England Power Company

DG Provisional Group Member

T

The United llluminating Company

Load Response

Northeast Utilities System Companies

Comverge, Inc.

NSTAR Electric Company

Conservation Services Group

Vermont Electric Power Company, Inc.

EnerNOC, Inc.

Provisional Group Member

T |Tm|> (M |m |7 T |m

Vermont Energy Investment Corporation

Small Load Response Group Member

m|m (T (T T

IN FAVOR (F)

OPPOSED (0)

IN FAVOR (F)

TOTAL VOTES

OPPOSED (0)

ABSTENTIONS (A)

P~ o N

TOTAL VOTES

41850950.1

ABSTENTIONS ( A)

w |\ |O |0




PUBLICLY OWNED ENTITY SECTOR

NEPOOL PARTICIPANTS COMMITTEE
VOTE TAKEN AT MARCH 7, 2008 MEETING
2008/2009 CAPABILITY YEAR INSTALLED CAPACITY REQUIREMENTS

Participant Name

VOTE

Ashburnham Municipal Light Plant

Belmont Municipal Light Department

Boylston Municipal Light Department

Chicopee Municipal Lighting Plant

Concord Municipal Light Plant

Conn. Municipal Electric Energy Coop.

Georgetown Municipal Light Department

Groton Electric Light Department

Holden Municipal Light Department

Holyoke Gas & Electric Department

Hull Municipal Lighting Plant

Ipswich Municipal Light Department

Littleton (MA) Electric Light Department

Mansfield Municipal Electric Department

Marblehead Municipal Light Department

Mass. Municipal Wholesale Electric Co.

Middleborough Gas and Electric Dept.

Middleton Municipal Electric Department

North Attleborough Electric Department

Paxton Municipal Light Department

Peabody Municipal Light Plant

Princeton Municipal Light Department

Rowley Municipal Lighting Plant

Shrewsbury's Electric & Cable Operations

South Hadley Electric Light Department

Sterling Municipal Electric Light Dept.

Taunton Municipal Lighting Plant

Templeton Municipal Lighting Plant

Wakefield Municipal Gas and Light Dept.

West Boylston Municipal Lighting Plant

Westfield Gas & Electric Department

b e e e e e T A U I e e e e e e e I e N R O i A e B i R B M B M B |

IN FAVOR (F) 31
OPPOSED (0) 0
TOTAL VOTES 31

ABSTENTIONS (A) 0

END USER SECTOR

Participant Name

VOTE

511 Plaza, LP

Associated Industries of Massachusetts

Connecticut Office of Consumer Counsel

Conservation Law Foundation

Elektrisola, Inc.

Fairchild Semiconductor Corporation

Hardwood Products Company

Harvard Dedicated Energy Limited

Lincoln Paper and Tissue, Inc.

Luminiscent Systems, Inc.

Maine Health & Higher Educ. Fac. Authority

Marden’s Inc.

NH Office of Consumer Advocate

Old Town Lumber Co., Inc.

PowerOptions, Inc.

Praxair, Inc.

Quality Egg of New England

Robbins Lumber

Shipyard Brewing Co., LLC

St. Anselm College

St. Joseph Health Services of Rhode Island

The Energy Consortium

The Energy Council of Rhode Island

Union of Concerned Scientists

Utility Services LLC

Westerly Hospital

Whole Foods Market Group, Inc.

m (T (T (m|m|m|Tm|m|m|m|m |m|(m (T (T(Tm T |Tm T MM |m oMM (T[T

Z-TECH, LLC
IN FAVOR (F) 28
OPPOSED (0) 0
TOTAL VOTES 28
ABSTENTIONS (A) 0
DC\7085467.1
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The Honorable M. Jodi Rell
State Capitol

210 Capitol Ave.

Hartford, CT 06106

Maine Public Utilities Commission
State House, Station 18

242 State Street

Augusta, ME 04333.0018

The Honorable Deval Patrick
Office of the Governor

Rm. 360 State House
Boston, MA 02133

The Honorable John H. Lynch
State House

25 Capitol Street

Concord, NH 03301

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

The Honorable James H. Douglas
109 State Street, Pavilion
Montpelier, VT 05609

Anne C. George, President

New England Conference of Public Utilities
Commissioners, Inc.

c/o Connecticut Dept. of Public Utility Control

10 Franklin Square

New Britain, CT 06051-2605

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

The Honorable John E. Baldacci
One State House Station

Rm. 236

Augusta, ME 04333.0001

Massachusetts Dept. of Public Utilities
And Energy

One South Station

Boston, MA 02110

New Hampshire Public Utilities Commission
21 South Fruit Street

Ste. 10

Concord, NH 03301.2429

Rhode Island Public Utilities Commission
89 Jefferson Blvd.
Warwick, Rl 02888

Vermont Public Service Board
112 State Street, Drawer 20
Montpelier, VT 05620.2701

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 Power Planning Committee

Of Public Utilities Commissioners, Inc. New England Governors’ Conference Inc.
c/o Stinson Morrison Hecker LLP 76 Summer Street, 2™ floor

1150 18" Street, N.W., Ste. 800 Boston, MA 02110.1226

Washington, DC 20036.3816
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