ISO New England Inc. Original Sheet No. 8500
FERC Electric Tariff No. 3, Section IV.A
Recovery of ISO Administrative Expenses

SECTION IV.A

RECOVERY OF ISO ADMINISTRATIVE EXPENSES

Issued by: Kathleen A. Carrigan Effective Date: With notice, on or after
Senior Vice President and General Counsel February 1, 2005
Issued on: December 22, 2004

DMEAST #5141776 v13



ISO New England Inc.

FERC Electric Tariff No. 3, Section IV.A
Recovery of ISO Administrative Expenses
Section IV.A.1 — Definitions

2nd Rev Sheet No. 8501
Superseding 1st Rev 8501

TABLE OF CONTENTS
Page
IV LA T D iNItIONS. . .eeeciieeiiieeiiie ettt ettt eetee et ee ettt e et eeetteeesbeeentaeesnsaeessseeesseeesseeensseens 8506
IV.A.1.1 AAVANCE ..ottt 8506
IV.A.1.2 ANCIIATY SEIVICES ...uviiiiiieiiieeeiieeeiee et eeiee e e e e e 8507
IV.A.1.3 Asset Registration Process.........coovveevvieeniiiiniieiniiiiceec e, 8507
IV.A.14 Asset Related Demand...........occvveeiiieniieeniieeiee e 8507
IV.A.1.5 Asset Related Demand Bid Block-Hours .........ccoceeiniiiniiiniennnen. 8507
IV.A.1.6 Bilateral Contract ( 0 “BC™) ....viiiiiiiiiieeeeeeee e 8507
IV.A.1.7 Bilateral Contract Block-Hours ...........cccooviiiiiiiiniiiiniiiiicicc e, 8508
IV.A.1.8 BIOCK o e e 8508
IV.A.1.9 BIOCK-HOUTS ...ttt 8509
IV.A.1.10 (0F0) 10101 11 (0] § USSR 8509
IV.A.1.11 CUSTOMICT ...ttt ettt st ettt e et e e eabeeeanees 8509
IV.A.1.12 Day-Ahead Adjusted Load Obligations...........ccceeeveeerveeerieennnveennnee. 8510
IV.A.1.13 Day-Ahead Energy Market.........cccccooeviiiiiiiiniiiiniiiiccceee e, 8510
IV.A.1.14 Decrement Bid .......cccooooviiiiiiiiiiieeiieeeeeeeeee e 8510
IV.A.1.15 Demand Bid ........oooiiiiiiiiiiiiee e 8510
IV.A.1.16 Demand Bid Block-HoUrs...........cccccuveiiiieniiiiiieceececeee e 8510
IV.A.1.17 Eligible CUSIOMET .....covuiiiiiiieiiiieiiieeeieeeeeeee et 8511
IV.A.1.18 ENCTZY .ottt e 8511
IV.A.1.19 Energy Administration Service (0r “EAS”).....ccccooiiiiiniinniinicnneens 8512
IV.A.1.20 Energy Imbalance Service .........cccocvvveriiiieniieeniieciee et 8512
IV.A.1.21 Energy Market ..........oooiiiiiiiiiiiiieeee e 8512
IV.A.1.22 Energy Non-Zero Spot Market Settlement Hours ............cccceeueeeneee. 8512
IV.A.1.23 Energy Transaction Units (or “Energy TUS”) ....cccccooiiviiiiiiniienneens 8512
IV.A.1.24 2 q 0101 £ SRURP 8513
IV.A.1.25 External TranSaction ........c.c.eeevvieeniieeniieiniieeriee e 8514
IV.A.1.26 FacilitieS StUAY.....cccveeeiiiieiiieeeieeeee e et 8514
Issued by: Kathleen A. Carrigan Effective Date: January 1, 2008
Senior Vice President and General Counsel
Issued on: October 31, 2007

DMEAST #5141776 v13



ISO New England Inc. 2nd Rev Sheet No. 8502
FERC Electric Tariff No. 3, Section IV.A Superseding 1st Rev 8502
Recovery of ISO Administrative Expenses

Section IV.A.1 — Definitions

IV.A.1.27 Financial Assurance Policy for Market Participants............c............ 8514
IV.A.1.28 Financial Assurance Policy for Non-Market Participant

Transmission CUSTOMETS .......ccvvieeriieeriieeiieeerieeeeeeeiree e e e e 8514
IV.A.1.29 Financial Transmission Right (or “FTR™) .....ccccceevviiiriiiiiiiieiieenee, 8514
IV.A.1.30 Forward Capacity Market ..........ccoocveervieeniieeniieenieeniieeeee e 8514
IV.A.1.31 GENETALOT ASSEL...eeiutiiiiietieriieeiee ettt ettt sttt 8515
IV.A.1.32 Increment Offer.........cooiiiiiiiiiiiiie e 8515
IV.A.1.33 Installed Capacity (or “ICAP”) ....ccceiiiiiiiiiiieeeeeeeee 8516
IV.A.1.34 Interchange TranSaCtions ............coocuieerieeeriieinieeeiee e 8516
IV.A.1.35 Internal Bilateral for Load ..........ccoccooiiiiiiniiiieceeee 8516
IV.A.1.36 Internal Bilateral for Market for Energy.......c.ccccoveeniiieniiiinnicnnnee. 8516
IV.A.1.37 ISO New England Operating Documents............cccceeerveeerieennnveennnee. 8517
IV.A.1.38 Lead Market Participant..............coeueeeviieiniieinieeeieecieeeeee e 8517
IV.A.1.39 L0Ad ASSEL ..ottt 8517
IV.A.1.40 Local Control Center NetWOrK..........coocveeeriiiiniieeiniieeieeeiee e 8518
IV.A.1.41 LLOCALION ..ttt ettt et 8518
IV.A.1.42 Locational Marginal Price (or “LMP”)......ccccooiiiiniiiiniiiniienieeeee, 8518
IV.A.143 Market PartiCipant............occuveeeiieeriiieeniieesiee e e 8518
IV.A.1.44 Monthly Network Load.........coocveiniiiiniiiiiiiiieeeeeeeeee e 8518
IV.A.145 Monthly Real-Time Generation Obligation............cccccevcuerveeniennieens 8519
IV.A.1.46 Monthly Real-Time Load Obligation ..........cccccceeevueerniiennieennineennnee. 8519
IV.A.1.47 IMITE ettt sttt e 8519
IV.A.1.48 IMTE SEIVICE vttt 8519
IV.A.1.49 I ettt ettt 8519
IV.A.1.50 MW ot 8519
IV.A.1.51 NEtWOrk CUSTOMET .....c.eiiiieiiiieiieeieeiteeeet ettt 8519
IV.A.1.52 INEtwOrk RESOUICE.....cccuviiiiiiiiiiieeiieete e 8519
IV.A.1.53 New England Control Area..........cccveeevieeeriieeniieeenieeerieeeveeevee e 8520
IV.A.1.54 New England Transmission SYStem ..........ccceevueernieernieennieennineennnne 8520
IV.A.1.55 INOGE ...ttt ettt st 8520
IV.A.1.56 Open Access Same-Time Information System (or “OASIS”)........... 8520
IV.A.1.57 OPperating RESEIVE.....cc.ueiiiiieeiiieeiieeeieee et e e e e evee e 8520

Issued by: Kathleen A. Carrigan Effective Date: January 1, 2008
Senior Vice President and General Counsel
Issued on: October 31, 2007

DMEAST #5141776 v13



ISO New England Inc. 2nd Rev Sheet No. 8503
FERC Electric Tariff No. 3, Section IV.A Superseding 1st Rev 8503
Recovery of ISO Administrative Expenses

Section IV.A.1 — Definitions

IIV.A1.58  REAI-TIME ..ottt 8521
IV.A.1.59 Real-Time Adjusted Load Obligation............cccceeveeeiieenicnsieeniennieens 8521
IV.A.1.60 Real-Time Energy Market ..........coocoviiiiiiiiiiiiiiiiiecceeee, 8522
IV.A.1.61 Real-Time Generation Obligation............ccceeeviieeenieeenieeeniee e 8522
IV.A.1.62 Real-Time Load Obligation ...........cceevuieeniieiniiieeniieeieeeieeeeee e 8522
IV.A.1.63 Real-Time Locational Adjusted Net Interchange ...........cccccevuveennee. 8522
IV.A.1.64 Real-Time NCP Load Obligation ..........ccccceeevieeinieennieenieeniieeeee, 8522
IV.A.1.65 Real-Time System Adjusted Net Interchange..........ccccceeevveeenveennnee. 8522
IV.A.1.66 Regional Network Service ..........coouiviviiiiniiiiiiiiiiiieeicceceeeeee 8523
IV.A.1.67 ReGUIAtION ....ooiiiiiiiiieecceccece e e e 8523
IV.A.1.68 Reliability Administration Service (or "RAS") ..oocoooiiniiniiiniiiies 8523
IV.A.1.69 Reliability Markets.........coocueeiieiiiiiiinieeiieiceeetceeesee e 8523
IV.A.1.70 Reserved Capacity ....cocceeevueeeriieiiiieeiieeeee et 8523
IV.A1.71 RESOUICE......eiuiieiiieete ettt 8523
IV.A.1.72 Revenue Requir€ment...........coouieeriieiniieiniieiieeeeceeeeeeee e 8523
IV.A.1.73 Sanctions RUIE .........ooiiiiiiiiiiii e 8524
IV.A.1.74 Scheduling, System Control and Dispatch Service (or

“Scheduling SEIVICE™)...cciiiiieiiieeiieeeiieeete et e e eanee s 8524
IV.A.1.75 ServiCe AZIEEIMENL. ..cc..uiiiiiieeiieeeiieeeiteeeite et e e siee et eeireesireeeaeeeas 8525
IV.A.1.76 SEIVICES -ttt ettt ettt st ettt ettt e s 8525
IV.A.1.77 SUPPLY OFF@T ... 8525
IV.A.1.78 Supply Offer BIoCk-HOUTS .........ccccvviiiiiieiiieeiieeeeeee e 8526
IV.A.1.79 System Impact StUAY ....ccoouveeiiiiiiiieee e 8526
IV.A.1.80 Through or OUt SEIVICE ...ccvvieeiiieeiieeeiie ettt e 8526
IV.A.1.81 Transaction Unit (O “TU)....uuiiiiiiiiiiiiiiiieeeee e 8526
IV.A.1.82 Transmission CUSLOMET ......cc.eerueerieiniieniieniie et eiee st sre e 8526
IV.A.1.83 Transmission, Markets and Services Tariff ...........cccccovvvvvvvvvivivennnnnn. 8527
IV.A.1.84 Transmission OWNer AZreement .........c.eeevveeerveeerveeenveeerveeesnneeennes 8527
IV.A.1.85 Volumetric Measure (01 “VM™).....coooviiiiirieieeieeeeicieeeeeeee e 8528

Issued by: Kathleen A. Carrigan Effective Date: January 1, 2008
Senior Vice President and General Counsel
Issued on: October 31, 2007

DMEAST #5141776 v13



ISO New England Inc.

FERC Electric Tariff No. 3, Section IV.A
Recovery of ISO Administrative Expenses
Section IV.A.1 — Definitions

2nd Rev Sheet No. 8504
Superseding 1st Rev 8504

IV.A.2 Purpose of Section IV.A; Adjustments to Rates.........ccccoevviiviiiiiniiiiniiinieiieeeen, 8528
IV.A2.1 Purpose of Section IV.A ......ooooiiieeeee e 8528
IV.A22 TTUE-UPS ettt ettt et 8529

IV.A.3 Billing and Payment.............coeciiiiiiiieiiiieeiiie ettt ettt eteeesveeessaeeesaeeenaee s 8535
IV.A3.1 Billing Procedure ............coouiiiiiiiiiiiiiiieeceeeeeee e 8535
IV.A32 Working Capital AAVANCES .........ceevvieeiiieeiiieeiieeeiee e 8535

IV.A.4 Regulatory FIlINES.....ccoouiiiiiiiiiieeiiecee ettt et 8537

IV.ALS CreditWOrtRINESS «...cooueeeiieiiiiiieeeeteee ettt et 8538

IV.A.6 Direct Billing; SANCHONS......ccccuvtiiiiiiiiiiiiiee ettt e s 8539
IV.A6.1 Transmission StUAIES ......cc.eevvueeriiiiieiiieiieee e 8539
IV.A6.2 Information REqUESES .......cccueieriiiiiiiiiiieeiie e 8540
IV.A.6.3 Non-Standard ProviSions ............ccoceerieriieiniiiieenieeeenieeee e 8540
IV.A6.4 Non-Standard Billing S€rvice..........ccovvveeeniiiiniieeiniieiieeeieeeeee e 8541
IV.A.6.5 Sanctions RUIE .........ooiiiiiiiiiiii e 8541
IV.A.6.6 Re-billing ReqUESES ....cc..eeeiiiiiiiieiiieeiieeeeee e 8542

IV AT MBEETING ..ottt ettt ettt ettt et e et e et e e ateeeaaeessbeesnsaeesnsaeessaeesseeensseeensseens 8542
IV.A7.1 Customer OblIZAtiONS ......c..eeeriieeriieeriieeiee et 8542
IV.A.7.2 RTO Access to Metering Data...........ccceeeviieeriieeeniieeieeeiee e 8543

IV.A.8 Collection of FERC Annual Charges...........cccceeeiiieriieeniiieeniieeniieeee e 8543

Schedule 1 Scheduling, System Control and Dispatch Service.........ccceeevveeviieeniieerieeennen. 8544

Schedule 2 Energy AdminisStration SEIVICE ........cc.eeeririeriiteniieeniieesiieeeriteeeieeesireesireesieeens 8548

Schedule 3 Reliability AdminiStration SEIVICE........cccvieriiiieriiieeeiieerieeervee e eeveeeieeeeeaee e 8552

Schedule 4 Collection of FERC Annual Charges ..........ccceeevieeiiiiiiniieiiieeieeeiiee e 8556

Schedule 5 Collection of NESCOE Budget..........coooueiiiiiiiiiiiniiiiiniceeeieeeeeeeesee 8559

Issued by:

Issued on:

Kathleen A. Carrigan

Senior Vice President and General Counsel

October 31, 2007

DMEAST #5141776 v13

Effective Date: January 1, 2008



ISO New England Inc. 2nd Rev Sheet No. 8505
FERC Electric Tariff No. 3, Section IV.A Superseding 1st Rev 8505
Recovery of ISO Administrative Expenses

Section IV.A.1 — Definitions

Reserved for future use.
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IV.A.1 Definitions: Whenever used in this Section IV.A, in either the singular or plural number,

capitalized terms shall have the meanings specified in this Section IV.A.1.

IV.A.1.1 Advance: As defined in Section IV.A.3.2 of the Tariff.
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IV.A.1.2

IV.A.1.3

IV.A.14

IV.A.1.5

IV.A.1.6

Ancillary Services: As defined in Section II.1 of the Tariff.

Asset Registration Process: The ISO business process for registering a
physical load, generator, or tie-line for settlement purposes. The Asset
Registration Process is posted on the ISO’s website.

Asset Related Demand: As defined in Section III.1.3 of the Tariff.

Asset Related Demand Bid Block-Hours: Block-Hours assigned to the
Lead Market Participant for each Asset Related Demand bid. The daily bid
Blocks in the price-based Real-Time bid will be multiplied by the number of
hours in the day to determine the daily quantity of Asset Related Demand Bid
Block-Hours. In the case that a Resource has a Real-Time unit status of
“unavailable” for an entire day, that day will not contribute to the quantity of
Asset Related Demand Bid Block-Hours. However, if the Resource has at
least one hour of the day with a unit status of “available,” the entire day will
contribute to the quantity of Asset Related Demand Bid Block-Hours.
Bilateral Contract (or “BC”’): Any of the following types of contracts:
Internal Bilateral for Load, Internal Bilateral for Market for Energy, and

External Transactions.
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IV.A.1.7

IV.A.1.8

Bilateral Contract Block-Hours: Block-Hours assigned to the seller and
purchaser of an Internal Bilateral for Load, Internal Bilateral for Market for
Energy and External Transactions; provided, however, that only those
contracts which apply to the Real-Time Energy Market will accrue Block-
Hours.

Block: (1) With respect to Bilateral Contracts, a Bilateral Contract
administered by the ISO for an hour; (2) with respect to Supply Offers
administered by the ISO, a quantity with a related price for Energy (Supply
Offers for Energy may contain multiple sets of quantity and price pairs for the
day); (3) with respect to Demand Bids administered by the ISO, a quantity
with a related price for Energy (Demand Bids for Energy may contain
multiple sets of quantity and price pairs for the each hour); (4) with respect to
Increment Offers administered by the ISO, a quantity with a related price for

Energy (Increment
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Offers for Energy may contain multiple sets of quantity and price pairs for
each hour); (5) with respect to Decrement Bids administered by the ISO, a
quantity with a related price for Energy (Decrement Bids for Energy may
contain multiple sets of quantity and price pairs for each hour); and (6) with
respect to Asset Related Demand bids administered by the ISO, a quantity
with a related price for Energy (Asset Related Demand bids may contain
multiple sets of quantity and price pairs for each hour).

IV.A.1.9 Block-Hours: The number of Blocks administered for a particular hour.

IV.A.1.10 Commission: As defined in Section L.2.2 of the Tariff.

IV.A.1.11 Customer: As defined in Section 1.2.2 of the Tariff.
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IV.A.1.12 Day-Ahead Adjusted Load Obligation: As defined in Section III.1.3 of the
Tariff.

IV.A.1.13 Day-Ahead Energy Market: As defined in Section III.1.3 of the Tariff.

IV.A.1.14 Decrement Bid: As defined in Section III.1.3 of the Tariff.

IV.A.1.15 Demand Bid: As defined in Section III.1.3 of the Tariff.

IV.A.1.16 Demand Bid Block-Hours: The Block-Hours assigned to the submitting

Customer for each Demand Bid.
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IV.A.1.17 Eligible Customer: As defined in Section II.1 of the Tariff.
IV.A.1.18 Energy: Power produced in the form of electricity, measured in

kilowatthours or megawatthours.
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IV.A.1.19 Energy Administration Service (or “EAS”’): The service provided by the
ISO, as described in Schedule 2, in order to facilitate: (1) bilateral Energy
transactions; (2) self-scheduling of Energy; (3) Interchange Transactions in
the Energy Market; and (4) Energy Imbalance Service under Section II of the
Tariff.

IV.A.1.20 Energy Imbalance Service: As defined in Section II.1 of the Tariff.

IV.A.1.21 Energy Market: Collectively, the Day-Ahead Energy Market and the Real-
Time Energy Market.

IV.A.1.22 Energy Non-Zero Spot Market Settlement Hours: Hours for which the
Customer has a positive or negative Real-Time System Adjusted Net
Interchange as determined by the ISO settlement process for the Energy
Market.

IV.A.1.23 Energy Transaction Units (or “Energy TUs”): Energy TUs are the sum for
the month for a Customer of Bilateral Contract Block-Hours, Demand Bid
Block-Hours, Asset Related Demand Bid Block-Hours, Supply Offer Block-

Hours and Energy Non-Zero Spot Market Settlement Hours.
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IV.A.1.24 Exports: Real-Time External Transactions, which are limited to sales from
the New England Control Area, for exporting energy out of the New England

Control Area.
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IV.A.1.25 External Transaction: As defined in Section III.1.3 of the Tariff.

IV.A.1.26 Facilities Study: As defined in Section II.1 of the Tariff.

IV.A.1.27 Financial Assurance Policy for Market Participants: See Exhibit IA to
Section I of the Tariff.

IV.A.1.28 Financial Assurance Policy for Non-Market Participant Transmission
Customers: See Exhibit IB to Section I of the Tariff.

IV.A.1.29 Financial Transmission Right (or “FTR”): As defined in Section III.1.3 of
the Tariff.

IV.A.1.30 Forward Capacity Market: As defined in Section III.1.3 of the Tariff.
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IV.A.1.31 Generator Asset: A generator that has been registered in accordance with the
Asset Registration Process.

IV.A.1.32 Increment Offer: As defined in Section I11.1.3 of the Tariff.
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IV.A.1.33 Installed Capacity (or “ICAP”’): As defined in Section III.1.3 of the Tariff.

IV.A.1.34 Interchange Transactions: As defined in Section II.1 of the Tariff.

IV.A.1.35 Internal Bilateral for Load: An internal bilateral transaction under which
the buyer receives a reduction in Real-Time Load Obligation and the seller
receives a corresponding increase in Real-Time Load Obligation in the
amount of the sale, in MWs. An Internal Bilateral for Load transaction is only
applicable in the Real-Time Energy Market.

IV.A.1.36 Internal Bilateral for Market for Energy: An internal bilateral transaction
for Energy which applies in the Day-Ahead Energy Market and Real-Time
Energy Market or just the Real-Time Energy Market under which the buyer

receives a reduction in Day-Ahead Adjusted Load
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Obligation and Real-Time Adjusted Load Obligation and the seller receives a
corresponding increase in Day-Ahead Adjusted Load Obligation and Real-
Time Adjusted Load Obligation in the amount of the sale, in MWs.

IV.A.1.37 ISO New England Operating Documents: As defined in Section 1.2.2 of the
Tariff.

IV.A.1.38 Lead Market Participant: The entity authorized to submit Supply Offers or
Demand Bids for a Resource and to whom certain Energy TUs are assessed
under Schedule 2 of Section IV.A of the Tariff. The Lead Market Participant
is designated for each Resource that is a Generator Asset or Dispatchable
Asset Related Demand during the Asset Registration Process.

IV.A.1.39 Load Asset: As defined in Section I11.1.3 of the Tariff.
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IV.A.1.40 Local Control Center: As defined in Section II.1 of the Tariff.

IV.A.1.41 Location: As defined in Section III.1.3 of the Tariff.

IV.A.1.42 Locational Marginal Price (or “LMP”): As defined in Section III.1.3 of the
Tariff.

IV.A.1.43 Market Participant: As defined in Section 1.2.2 of the Tariff.

IV.A.1.44 Monthly Network Load: As defined in Section II.1 of the Tariff.
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IV.A.1.45 Monthly Real-Time Generation Obligation: The sum, for all hours in a
month, at all Locations, of a Customer’s Real-Time Generation Obligation, in
MWhs.

IV.A.1.46 Monthly Real-Time Load Obligation: The absolute value of a Customer’s
hourly Real-Time Load Obligation summed for all hours in a month, in
MWhs.

IV.A.1.47 MTF: As defined in Section II.1 of the Tariff.

IV.A.1.48 MTF Service: As defined in Section II.1 of the Tariff.

IV.A.1.49 MW: As defined in Section III.1.3 of the Tariff.

IV.A.1.50 MWh: As defined in Section III.1.3 of the Tariff.

IV.A.1.51 Network Customer: As defined in Section II.1 of the Tariff.

IV.A.1.52 Network Resource: As defined in Section II.1 of the Tariff.
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IV.A.1.53 New England Control Area: As defined in Section II.1 of the Tariff.

IV.A.1.54 New England Transmission System: As defined in Section II.1 of the
Tariff.

IV.A.1.55 Node: As defined in Section III.1.3 of the Tariff.

IV.A.1.56 Open Access Same-Time Information System (or “OASIS”’): The ISO
information system and standards of conduct responding to requirements of 18
C.F.R. §37 of the Commission’s regulations and all additional requirements
implemented by subsequent Commission orders dealing with OASIS.

IV.A.1.57 Operating Reserve: As defined in Section III.1.3 of the Tariff.
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Section IV.A.1 — Definitions

IV.A.1.58 Real-Time: As defined in Section I11.1.3 of the Tariff.

IV.A.1.59 Real-Time Adjusted Load Obligation: As defined in Section III.1.3 of the

Tariff.
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Section IV.A.1 — Definitions

IV.A.1.60 Real-Time Energy Market: As defined in Section III.1.3 of the Tariff.

IV.A.1.61 Real-Time Generation Obligation: As defined in Section III.1.3 of the
Tariff.

IV.A.1.62 Real-Time Load Obligation: As defined in Section III.1.3 of the Tariff.

IV.A.1.63 Real-Time Locational Adjusted Net Interchange: As defined in Section
III.1.3 of the Tariff.

IV.A.1.64 Real-Time NCP Load Obligation: The maximum hourly value, during a
month, of a Market Participant’s Real-Time Load Obligation summed over all
Locations, excluding exports, in kilowatts.

IV.A.1.65 Real-Time System Adjusted Net Interchange: For each hour, the sum of
Real-Time Locational Adjusted Net Interchange for a Market Participant over

all Locations, in kilowatts.
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Section IV.A.1 — Definitions

IV.A.1.66 Regional Network Service: As defined in Section II.1 of the Tariff.

IV.A.1.67 Regulation: As defined in Section III.1.3 of the Tariff.

IV.A.1.68 Reliability Administration Service (or '"RAS"): The service provided by
the ISO, as described in Schedule 3 of Section IV.A of the Tariff, in order to
administer the Reliability Markets and provide other reliability-related and
informational functions.

IV.A.1.69 Reliability Markets: Collectively, the ISO’s administration of Regulation,
the Installed Capacity arrangements described in Section II1.8 of the Tariff,
the Forward Capacity Market, and Operating Reserve.

IV.A.1.70 Reserved Capacity: As defined in Section II.1 of the Tariff.

IV.A.1.71 Resource: As defined in Section III.1.3 of the Tariff.

IV.A.1.72 Revenue Requirement: As defined in Section IV.A.2.1 of the Tariff.
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Section IV.A.1 — Definitions

IV.A.1.73 Sanctions Rule: Section III.B of the Tariff (Appendix B to Market Rule 1).
IV.A.1.74 Scheduling, System Control and Dispatch Service (or “Scheduling

Service’’): The service described in Schedule 1 of Section IV.A of the Tariff.
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Section IV.A.1 — Definitions

IV.A.1.75 Service Agreement: As defined in Section 1.2.2 of the Tariff.
IV.A.1.76 Services: Collectively, the Scheduling Service, EAS and RAS; individually,
a “Service.”

IV.A.1.77 Supply Offer: As defined in Section III.1.3 of the Tariff.
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Section IV.A.1 — Definitions

IV.A.1.78 Supply Offer Block-Hours: Block-Hours assigned to the Lead Market
Participant for each Supply Offer. The daily bid Blocks in the price-based
Real-Time offer/bid will be multiplied by the number of hours in the day to
determine the quantity of Supply Offer Block-Hours for a given day. In the
case that a Resource has a Real-Time unit status of “unavailable” for the
entire day, that day will not contribute to the quantity of Supply Offer Block-
Hours. However, if the Resource has at least one hour of the day with a unit
status of “available,” the entire day will contribute to the quantity of Supply
Offer Block-Hours.

IV.A.1.79 System Impact Study: As defined in Section II.1 of the Tariff.

IV.A.1.80 Through or Out Service: As defined in Section II.1 of the Tariff.

IV.A.1.81 Transaction Unit (or “TU”): A type of billing determinant under Schedule 2
of Section IV.A of the Tariff used to assess charges to Customers.

IV.A.1.82 Transmission Customer: As defined in Section 1.2.2 of the Tariff.
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Section IV.A.1 — Definitions

IV.A.1.83 Transmission, Markets and Services Tariff (or Tariff): The ISO New
England Inc. Transmission, Markets and Services Tariff on file with the
Commission, as modified and amended from time to time.

IV.A.1.84 Transmission Owner: As defined in Section II.1 of the Tariff.
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Section IV.A.2 — Purpose of Section IV.A; Adjustments to Rates

IV.A.1.85 Volumetric Measure (or “VM”): A type of billing determinant under
Schedule 2 of Section IV.A of the Tariff used to assess charges to Customers
under Section IV.A of the Tariff.

IV.A.2 Purpose of Section IV.A; Adjustments to Rates

IV.A.2.1 Purpose of Section IV.A
Section IV.A of the Tariff is the means by which the ISO collects the
revenues necessary to carry out its administrative functions in each calendar year,
and contains rates, charges, terms and conditions for the following Services,

which together encompass the functions carried out by the ISO:

(1) Scheduling, System Control and Dispatch Service (Schedule 1
hereto);

2) Energy Administration Service (Schedule 2 hereto); and

3) Reliability Administration Service (Schedule 3 hereto).
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Section IV.A.2 — Purpose of Section IV.A; Adjustments to Rates

The rates and charges for each Service during a calendar year are based on
the allocated portion of that year’s Revenue Requirement. “Revenue
Requirement” refers to the budgeted total expense for the year as adjusted by true-

ups described herein.

If the ISO determines during a calendar year that collections under this
Section IV.A of the Tariff (for all Services) will exceed 105 percent of the
Revenue Requirement for that calendar year, the ISO will file an amendment to

this Section IV.A with the Commission.

IV.A.2.2 True-Ups

@)) Schedule 2 True-Up

@) The true-ups for recovery of the Schedule 2 revenue requirement
by the ISO shall be made in two stages. In determining the ISO’s
revenue requirement for each subsequent year, the ISO will make
an initial true-up based upon estimates of the current year’s
revenues under Schedule 2 using eight months of historical data
and four months of projected data. Any difference between these
current year (Year X) estimated revenues and the ISO budgeted

quantities for Year X will be carried forward into the projected
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Section IV.A.2 — Purpose of Section IV.A; Adjustments to Rates

(ii)

Schedule 2 rates for the following year (Year X+1) as stated in
paragraph (i1) below. Prior to the filing of the revenue requirement
for year (X+2), the ISO will calculate a second true-up. The ISO
will determine the actual difference between the revenues that
were collected in Year X based upon a full 12 months of historical
data and the ISO budgeted amounts for Year X. Any differences
between the first true-up and the second true-up will be carried
forward into the projected rates for year (X+2) as stated in
paragraph (iii) below.

In implementing the initial true-up adjustment for revenue
differences in the volumetric portion of Schedule 2, the differences
will be added to (in the case of a revenue shortfall) or subtracted
from (in the case of a revenue over-recovery) the ISO’s total
estimated budgeted amounts for Schedule 2 for the coming year.
For revenue over-recoveries attributable to the TUs in Schedule 2,
the ISO will treat them in the same manner as revenue adjustments
for the volumetric portion of Schedule 2. For revenue shortfalls

attributable to the TUs in Schedule 2, the ISO will allocate them
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Ist Rev Sheet No. 8531
Superseding Original 8531

Section IV.A.2 — Purpose of Section IV.A; Adjustments to Rates

according to the following method:

(a)

(b)

(©

(d)

50% of the shortfall will be added to the ISO’s projected
revenue requirement for the Schedule 2 volumetric
component (85% of the projected Schedule 2 revenue
requirement prior to true-ups).

An additional percentage of the shortfall will be added to
the ISO’s projected revenue requirement for the Schedule 2
volumetric component for each percentage decrease which
was deemed to have occurred between the number of TUs
used in the true-up and the number of TUs that the ISO had
used in the original projection of the rates for that year.
The maximum percentage of the shortfall to be added to the
Schedule 2 volumetric component is 100%, which would
result if the percentage difference between the actual and
forecasted TUs were 50% or greater.

Any remaining shortfall revenues after allocation of the
shortfall to the Schedule 2 volumetric component will be

added to the ISO’s projected revenue requirement for the
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Recovery of ISO Administrative Expenses

Section IV.A.2 — Purpose of Section IV.A; Adjustments to Rates

Schedule 2 TU component (15% of the projected Schedule
2 revenue requirements prior to true-ups).

(i1i1))  In calculating the final true ups for Schedule 2 for Year X
(calculated in Year (X+1)), the ISO will repeat the allocation
process described in paragraph (ii) above but will utilize the actual
data for Year X, rather than the estimated data. (That is, the ISO
will recalculate the initial true up as set forth in paragraph (i1) as if
full-year actual data had been available.) The initial true up
allocations within Schedule 2 to each component, based upon
annualized data, will be subtracted from the revised true up
allocations using actual data, and the difference will be included in
the ISO’s budgeted Revenue Requirement for Schedule 2, and
within Schedule 2 to each component, for Year X+2.

(iv)  True-Ups Collected in Future Rates. To the extent the ISO

proposes to change its rate design for Section IV.A, the ISO will
continue to implement the True-Up procedures stated in this

section to recover under- or over-collections of TUs
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