ISO newengland

March 25, 2008

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

Washington, D.C. 20426

Re:  ISO New England Inc. and New England Power Pool,
Docket No. EROS- -000; Market Rule and Billing Policy Revisions
Regarding UCAP Peak Contribution Values and Other Changes

Dear Secretary Bose:

Pursuant to Section 205 of the Federal Power Act (“FPA”)1 and Part 35 of the
Regulations of the Federal Energy Regulatory Commission (the “Commission”),” ISO
New England Inc. (the “ISO™)’ and the New England Power Pool (“NEPOOL”)
Participants Committee (collectively, the “Filing Parties”) hereby jointly submit an
original and six copies of this transmittal letter, revised tariff sheets and supporting
testimony of Shannon L. Hann, concerning proposed revisions to Market Rule 1* and the
ISO New England Billing Policy (the “Billing Policy”)5 that address the treatment of a
class of meter data, UCAP Peak Contribution values, as well as other non-substantive
changes (the “Proposed Changes”).

16 U.S.C. § 824d (2000).
218 C.E.R. Part 35 (2007).

? Capitalized terms used but not otherwise defined in this filing have the meanings ascribed
thereto in the ISO’s Transmission, Markets and Services Tariff, FERC Electric Tariff No. 3,
including the Information Policy (the “ISO Tariff”), the Second Restated New England Power
Pool Agreement and the Participants Agreement.

# Market Rule 1 is Section III of the ISO Tariff.
> The Billing Policy is Exhibit 1D of Section I, General Terms and Conditions, of the ISO Tariff.
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I EXECUTIVE SUMMARY

The Proposed Changes provide a mechanism for correcting errors in UCAP Peak
Contribution values after the Data Reconciliation Process has been completed and billed.
The Proposed Changes also reorganize meter data error provisions to place them in a
section of the ISO Tariff that is more closely associated with the process of reconciling
settlement data. Finally, the Proposed Changes update and correct the terminology that
describes the various markets and services that are subject to the ISO’s billing process in
the Billing Policy.

II. DESCRIPTION OF THE FILING PARTIES

The ISO is the private, non-profit entity that serves as the regional transmission
organization (“RTO”) for New England. The ISO operates the New England bulk power
system and administers New England’s organized wholesale electricity market pursuant
to the Tariff and the Transmission Operating Agreement with the New England
Participating Transmission Owners. In its capacity as an RTO, the ISO has the
responsibility to protect the short-term reliability of the New England Control Area and
to operate the system according to reliability standards 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 350 members.
The Participants include all of the electric utilities rendering or receiving service under
the Tariff, as well as independent power generators, marketers, load aggregators, brokers,
consumer-owned utility systems, end users, demand resource providers, developers and a
merchant transmission provider. Pursuant to revised governance provisions accepted by
the Commission,® 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.

% ISO New England Inc. et al., 109 FERC | 61,147 (2004).
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1. COMMUNICATIONS

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

James H. Douglass, Esq.* Howard H. Shafferman, Esq.*

ISO New England Inc. Jack N. Semrani, Esq.

One Sullivan Road Ballard Spahr Andrews & Ingersoll, LLP
Holyoke, MA 01040-2841 601 13th Street NW

Tel: (413) 540-4585 Suite 1000 South

Fax: (413) 535-4379 Washington, DC 20005-3807

E-mail: jdouglass @iso-ne.com Tel: (202) 661-2200

Fax: (202 661-2299
E-mail: hhs @ballardspahr.com
semranij @ballardspahr.com

And to NEPOOL as follows:
Sandi Hennequin, Vice-Chair* David T. Doot, Esq.
NEPOOL Markets Committee Michelle C. Gardner, Esq.*
c/o Constellation Energy Commodities Day Pitney LLP
Group, Inc. One International Place
117 Cass Street Boston, MA 02110
Portsmouth, NH 03801 Tel: (617) 345-4697
Phone: (603) 436-3037 Fax: (617) 345-4745
Fax: (603) 436-2410 Email: dtdoot@daypitney.com
Email: mcgardner @daypitney.com

sandi.hennequin @ constellation.com

*Persons designated for service’

IV.  STANDARD OF REVIEW

The Filing Parties submit the Proposed Changes pursuant to Section 205 of the
FPA, 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’

’ 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).
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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 change proposed herein “need not be the only reasonable
methodology, or even the most accurate.”'? As a result, even if an intervenor or the
Commission develops an alternative proposal, the Commission must accept the ISO’s
Section 205 filing if it finds that the filing is just and reasonable.'?

V. BACKGROUND

Over the past several years, the ISO and NEPOOL have considered potential
changes to the meter reading and settlement processes that would provide more time and
opportunity for affected parties to identify and seek the correction of Meter Data Errors.

As part of this review process, on March 30, 2007, the Filing Parties jointly
submitted in Docket No. ER07-680 a proposal establishing the Meter Data Error Request
for Billing Adjustment (“RBA”) process.'* This process, which has been in effect since
June 1, 2007, permits the ISO to correct Meter Data Errors that were not corrected in the
Data Reconciliation Process through an additional reconciliation mechanism. The Meter
Data Error RBA process imposes limitations on the types of Meter Data Errors that are
eligible for this reconciliation and sets deadlines and requirements for that process. This
process provides a reasonable balance between the need to maintain the finality of the
ISO’s settlement process with the need to provide additional solutions for Market
Participants to remedy any adverse effects or harm from Meter Data Errors.

The Filing Parties also jointly submitted certain meter data process improvements
to the Commission on August 14, 2007 in Docket No. ER07-1284 to modify the timelines
for submission of meter data and provide for enhanced reporting during the Data
Reconciliation Process in order to allow Market Participants in New England’s wholesale

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

" See ISO New England Inc., 114 FERC { 61,315 at P 33 and n.35 (2005), citing Pub. Serv. Co.
of New Mexico v. FERC, 832 F.2d 1201, 1211 (10th Cir. 1987) and City of Bethany v. FERC, 727
F.2d 1131, 1136 (D.C. Cir. 1984) (“City of Bethany™), cert. denied, 469 U.S. 917 (1984).

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

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

'* The Commission accepted these enhancements to the Data Reconciliation Process in a letter
order issued on May 1, 2007 in Docket No. ER07-680.
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electricity markets greater opportunities to review and reconcile meter data submittals
made to the ISO."

The Proposed Changes address the treatment of a class of meter data, UCAP Peak
Contribution values, that was not fully addressed by the changes submitted in Docket
Nos. ER07-680 and ER07-1284.

VI. DESCRIPTION OF PROPOSED CHANGES

The Proposed Changes modify the definition of Meter Data Error to incorporate
UCAP Peak Contribution values, a class of meter data. Assigned Meter Readers submit
hourly meter data and UCAP Peak Contribution values to the ISO on a daily basis. The
daily UCAP Peak Contribution values reflect the contribution of each Load Asset to the
annual coincident system peak, and are the determinants that are used to allocate ICAP
Transition Payments.

The Proposed Changes provide Assigned Meter Readers a mechanism for
correcting errors in UCAP Peak Contribution values after the Data Reconciliation
Process has been completed and billed. Consistent with the treatment of other Meter
Data Errors, the Proposed Changes establish a minimum threshold that must be satisfied
in order for an error in UCAP Peak Contribution values to be eligible for correction. For
UCAP Peak Contribution values, the proposed minimum threshold is an average error of
5 MW for a Load Asset in a calendar month. Other requirements for errors in UCAP
Peak Contribution values, such as the deadline for submitting corrections, are the same as
for other types of Meter Data Errors. The revisions thus establish a reasonable process
for correcting a subset of meter data errors that appropriately balances the interests of
Market Participants in being billed accurately with their interests in receiving final bills
to avoid indefinite uncertainty regarding financial obligations and entitlements. These
revisions are not expected to have a significant impact on the ISO’s settlement process.
The ISO has an established process for managing the workflow associated with the
corrections to existing classes of meter data errors. The inclusion of a new class of meter
data error into this process can be accomplished with no substantive changes to the
workflow.

Through the Proposed Changes, the Filing Parties are also seeking to reorganize
the existing ISO Tariff provisions relating to the treatment of meter data errors so that
these provisions are removed from Section 6 of the Billing Policy and are consolidated
within Section 3 of Market Rule 1. This reorganization places the meter data error
provisions in a section of the ISO Tariff that is more closely associated with the process
of reconciling settlement data and removes the confusion that was created by the

' The Commission accepted those changes in a letter order issued on October 17, 2007 in Docket
No. ER07-1284 and the improvements went into effect on October 1, 2007.
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inclusion of the meter data error provisions within the section of the ISO Tariff that
covers the process for general billing disputes. In addition, the Filing Parties propose
ministerial non-substantive changes to Section 1.3 of the Billing Policy to update and
correct the terminology that describes the various markets and services that are subject to
the ISO’s billing processes. The remaining ISO Tariff changes provide clarity and
remove ambiguity that potentially could lead to misunderstandings or disputes.

VII. STAKEHOLDER PROCESS

After review and comment, the NEPOOL Markets Committee unanimously
recommended at its February 12, 2008 meeting that the NEPOOL Participants Committee
support the revisions to Market Rule 1 proposed herein. The NEPOOL Budget and
Finance Subcommittee reviewed the revisions to the Billing Policy at its February 11,
2008 teleconference meeting and recommended that the Participants Committee support
those changes. The NEPOOL Participants Committee subsequently voted unanimously
to support all Proposed Changes, both in Market Rule 1 and in the Billing Policy, at its
March 7, 2008 meeting.

VIII. REQUESTED EFFECTIVE DATE

The Filing Parties respectfully request that the Commission permit the Proposed
Changes to become effective on June 1, 2008.

IX. ADDITIONAL SUPPORTING INFORMATION

The Filing Parties submit the following additional information in substantial
compliance with relevant provisions of Section 35.13 of the Commission’s regulations: '

6
35.13(b)(1) - Materials included herewith are as follows:

+ This transmittal letter;

+ Attachment 1: Redlined Tariff Sheet reflecting the Proposed Changes;

+ Attachment 2: Revised Tariff Sheet reflecting the Proposed Changes;

+ Attachment 3: Testimony of Shannon L. Hann; and

+ Attachment 4: List of governors and utility regulatory agencies in
Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island and
Vermont to which a copy of this filing has been sent.

18 C.E.R. § 35.13 (2007).
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35.13(b)(2) - As set forth above, the Filing Parties request that the Proposed
Changes become effective on 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 ISO’s website at
http://www.iso-ne.com/regulatory/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 that
comprise the New England Control Area, and to NECPUC. The names and addresses of
these governors and regulatory agencies are shown in Attachment 4. In accordance with
Commission rules and practice, there is no need for the Governance Participants or the
entities identified on Attachment 4 to be included on the Commission’s official service
list in the captioned proceeding unless such entities become intervenors in this
proceeding.

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

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

35.13(b)(6) - The Filing Parties’ approval of the Proposed Changes is evidenced
by this filing. These changes reflect the results of the Participant Processes required by
the Participants Agreement and reflect the support of the Participants Committee.

35.13(b)(7) — The Filing Parties have 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(b)(8) - A form of notice and electronic media are no longer required for
filings in light of the Commission’s Combined Notice of Filings notice methodology.

35.13(c)(1) — The Proposed Changes will not effect any rate increase.

35.13(c)(2) — The ISO does not provide services under other rate schedules that
are similar to the wholesale resale and transmission services it provides under the Tariff.

35.13(c)(3) - No specifically assignable facilities have been or will be installed or
modified in connection with the Proposed Changes.

X. CONCLUSION

The Filing Parties request that the Commission accept the Proposed Changes as
submitted and without modification or condition to become effective on June 1, 2008.
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Redlined Tariff Sheets
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Testimony of Shannon L. Hann,
Director, Market Analysis and Settlements,
ISO New England Inc.
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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 )

TESTIMONY OF SHANNON L. HANN

I INTRODUCTION

0:
A:

Please state your name, position, and business address.

My name is Shannon L. Hann. I am employed by ISO New England Inc.
(the “ISO”) where I am the Director of the Market Analysis and
Settlements Department. My business address is One Sullivan Road,
Holyoke, Massachusetts 01040.

What positions have you held at ISO, what have your responsibilities
been, and what are your qualifications?

As the Director of the Market Analysis and Settlements Department, my
responsibilities include working with other ISO departments and
stakeholders to develop new market rules and procedures, to assess the
impact of rule changes on the Market Analysis and Settlements
Department’s operation, and to coordinate the implementation of market
rule changes and business process improvements for the Market Analysis
and Settlements Department. Previously, I held the positions of

Settlement and Finance Project Coordinator responsible for the

Page 1 of 6
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implementation of New England’s Standard Market Design. I was also
the Internal Auditor responsible for the SAS 70 and Interim Market
Design audits.

I hold a Bachelors Degree in Business Administration with a
concentration in accounting from the University of Massachusetts. [ am a
Certified Public Accountant in the state of Massachusetts
Please describe how your responsibilities relate to the proposed changes
to Market Rule 1 and the ISO New England Billing Policy relating to
the treatment of meter data in the market settlement process.

I have oversight of all settlement production activities for the wholesale
electricity markets administered by the ISO. The settlement production
activities use meter data supplied by Assigned Meter Readers as key
determinants in calculations of the credits and charges in the New England
wholesale electricity markets. The meter data submitted to the ISO
includes UCAP Peak Contribution values, which reflect the contribution

of each Load Asset to the annual coincident system peak.

II. PURPOSE AND SUMMARY OF TESTIMONY

0:
A:

Please provide an overview of your testimony.

My testimony supports proposed changes to Market Rule 1 and the ISO
New England Billing Policy concerning the rules for correcting errors in
UCAP Peak Contribution values. As explained in my testimony, the

proposed changes would also clarify and consolidate the tariff rules

Page 2 of 6
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relating to the correction of meter data errors and make certain other

minor, unrelated tariff revisions of a “housekeeping” nature.

III. BACKGROUND

Q:

A:

Please describe the genesis of the proposed rules.

Over the past several years, the ISO and its stakeholders have considered
potential changes to the meter reading and settlement processes that would
provide more time and opportunity for affected parties to identify and seek
the correction of meter data errors. As part of this review process, the ISO
and New England Power Pool Participants Committee jointly submitted a
Meter Data Error Request for Billing Adjustment mechanism and certain
meter data process improvements to the Commission on March 30 and
August 14, 2007, in Docket Nos. ER07-680 and ER07-1284, respectively.
The Commission accepted those changes in respective letter orders issued
on May 1 and October 17, 2007. The proposed rules that are now being
submitted address the treatment of a class of meter data, UCAP Peak
Contribution values, that was not fully addressed by the changes submitted

in Docket Nos. ER07-680 and ER07-1284.

IV.  DESCRIPTION AND ADVANTAGES OF THE PROPOSED CHANGES

Q:

Please describe the proposed changes as they relate to the treatment of
UCAP Peak Contribution values.

Assigned Meter Readers submit hourly meter data and UCAP Peak
Contribution values to the ISO on a daily basis. The daily UCAP Peak

Contribution values are the determinants that are used to allocate ICAP

Page 3 of 6
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Transition Payments. The proposed rules provide Assigned Meter
Readers a mechanism for correcting errors in UCAP Peak Contribution
values after the Data Reconciliation Process has been completed and
billed. Consistent with the treatment of other meter data errors, the
proposed changes establish a minimum threshold that must be satisfied in
order for an error in UCAP Peak Contribution values to be eligible for
correction. For UCAP Peak Contribution values, the proposed minimum
threshold is an average error of 5 MW for a Load Asset in a calendar
month. Other requirements for errors in UCAP Peak Contribution values,
such as the deadline for submitting corrections, are the same as for other
types of meter data errors.

What are the other changes that are being proposed in connection with
the revisions relating to UCAP Peak Contribution values?

The ISO also is proposing to reorganize the existing tariff provisions
relating to the treatment of meter data errors so that those provisions are
removed from Section 6 of the ISO New England Billing Policy and are
consolidated within Section 3 of Market Rule 1. This reorganization
places the meter data error provisions in a section of the ISO Tariff that is
more closely associated with the process of reconciling settlement data
and removes confusion that was created by the inclusion of the meter data
error provisions within the section of the ISO Tariff that covers the

process for general billing disputes.
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In addition, the ISO proposes a “housekeeping” change to Section 1.3 of
the ISO New England Billing Policy to update and correct the terminology
that describes the various markets and services that are subject to the
ISO’s billing process.

What are the advantages of the proposed changes?

As they relate to UCAP Peak Contribution values, the proposed changes
establish a reasonable process for correcting a subset of meter data errors
that appropriately balances the interests of Market Participants in being
billed accurately, with their interests in the finality of the billing process to
avoid indefinite uncertainty regarding financial obligations and
entitlements. The remaining ISO Tariff changes provide clarity and
remove ambiguity that potentially could lead to misunderstandings or
disputes.

What impact do you expect the proposed changes to have on the ISO’s
settlement process?

The ISO has an established process for managing the workflow associated
with the corrections to existing classes of meter data errors. The inclusion
of a new class of meter data error into this process can be accomplished

with no substantive changes to the workflow.
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Q: Does this conclude your testimony?

Yes.

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

Executedon: A - 24 -O&K

Page 6 of 6



Attachment 4

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





