I11.15.8. Capacity Payments and Charges.

Revenue in the Annual Capacity Market for resources providing capacity shall be composed of Capacity
Base Payments as described in Section II1.15.8.1 and Capacity Performance Payments as described in
Section I11.15.8.2, adjusted as described in Section I11.15.8.3 and Section I11.15.8.4. Market Participants
with a Capacity Load Obligation will be subject to charges as described in Section I11.15.8.5.

In the event of a change in the Lead Market Participant for a resource that has a Capacity Supply
Obligation, the Capacity Supply Obligation shall remain associated with the resource and the new Lead
Market Participant for the resource shall be bound by all provisions of this Section III.15 arising from
such Capacity Supply Obligation. The Lead Market Participant for the resource at the start of an
Obligation Month shall be responsible for all payments and charges associated with that resource in that

Obligation Month.

I1.15.8.1. Capacity Base Payments.
Resources acquiring or shedding a Capacity Supply Obligation for the Obligation Month shall receive a

Capacity Base Payment for the Obligation Month reflecting the payments and charges described in
Section III.15.8.1.1.

I1.15.8.1.1. Payments and Charges Reflecting Capacity Supply Obligations.

Each resource that has: (i) cleared in an Annual Capacity Auction, except for the portion of resources
designated as Self-Supplied Capacity Resources; (ii) cleared in a reconfiguration auction; or (iii) entered
into a Capacity Supply Obligation Bilateral shall be entitled to a monthly payment or charge during the
Capacity Commitment Period. Each monthly payment and charge listed in Section I11.15.8.1.1 (a)
through (d) below will be divided by the number of days in the month to derive a daily settlement value.

(a) Annual Capacity Auction. For a resource whose offer has cleared in an Annual Capacity
Auction, the monthly capacity payment shall equal the product of its cleared capacity and the Capacity
Clearing Price in the Capacity Zone in which the resource is located as adjusted by applicable indexing
for resources with additional Capacity Commitment Period elections pursuant to Section 11.13.1.1.2.2.4
in the manner described below. For a resource that elected to have the Capacity Clearing Price and the
Capacity Supply Obligation apply for more than one Capacity Commitment Period, payments associated
with the Capacity Supply Obligation and Capacity Clearing Price (indexed using the Handy-Whitman
Index of Public Utility Construction Costs in effect as of December 31 of the year preceding the Capacity

Commitment Period) shall continue to apply after the Capacity Commitment Period associated with the



Forward Capacity Auction in which the offer cleared, for up to six additional and consecutive Capacity

Commitment Periods, in whole Capacity Commitment Period increments only.

(b) Reconfiguration Auctions. For a resource whose offer or bid has cleared in a monthly
reconfiguration auction, the monthly capacity payment or charge shall be equal to the product of its
cleared capacity and the appropriate reconfiguration auction clearing price in the Capacity Zone in which

the resource cleared.

(©) Capacity Supply Obligation Bilaterals. For resources that have acquired or shed a Capacity
Supply Obligation through a Capacity Supply Obligation Bilateral, the monthly capacity payment or
charge shall be equal to the product of the Capacity Supply Obligation being assumed or shed and price
associated with the Capacity Supply Obligation Bilateral.

111.15.8.2 Capacity Performance Payments.

I11.15.8.2.1 Definition of Capacity Scarcity Condition.

A Capacity Scarcity Condition shall exist in a Capacity Zone for any five-minute interval in which the
Real-Time Reserve Clearing Price for that entire Capacity Zone is set based on the Reserve Constraint
Penalty Factor pricing for: (i) the Minimum Total Reserve Requirement; (ii) the Ten-Minute Reserve
Requirement; or (iii) the Zonal Reserve Requirement, each as described in Section I11.2.7A(c); provided,
however, that a Capacity Scarcity Condition shall not exist if the Reserve Constraint Penalty Factor

pricing results only because of resource ramping limitations that are not binding on the energy dispatch.

I11.15.8.2.2 Calculation of Actual Capacity Provided During a Capacity Scarcity Condition.
For each five-minute interval in which a Capacity Scarcity Condition exists, the ISO shall calculate the
Actual Capacity Provided by each resource, whether or not it has a Capacity Supply Obligation, in any
Capacity Zone that is subject to the Capacity Scarcity Condition. For resources not having a Capacity
Supply Obligation (including External Transactions), the Actual Capacity Provided shall be calculated
using the provision below applicable to the resource type. Notwithstanding the specific provisions of this

Section I1I.15.8.2.2, no resource shall have an Actual Capacity Provided that is less than zero.

(a) A Generating Capacity Resource’s Actual Capacity Provided during a Capacity Scarcity
Condition shall be the sum of the resource’s output during the interval plus the resource’s Reserve
Quantity For Settlement during the interval; provided, however, that if the resource’s output was limited

during the Capacity Scarcity Condition as a result of a transmission system limitation, then the resource’s



Actual Capacity Provided may not be greater than the sum of the resource’s Desired Dispatch Point
during the interval, plus the resource’s Reserve Quantity For Settlement during the interval. Where the
resource is associated with one or more External Transaction sales submitted in accordance with Section
11.1.10.7(f), the resource will have its hourly Actual Capacity Provided reduced by the hourly integrated

delivered MW for the External Transaction sale or sales.

(b) An Import Capacity Resource’s Actual Capacity Provided during a Capacity Scarcity Condition
shall be the net energy delivered during the interval in which the Capacity Scarcity Condition occurred.
Where a single Market Participant owns more than one Import Capacity Resource, then the difference
between the total net energy delivered from those resources and the total of the Capacity Supply

Obligations of those resources shall be allocated to those resources pro rata.

(©) An On-Peak Demand Resource or Seasonal Peak Demand Resource’s Actual Capacity Provided
during a Capacity Scarcity Condition shall be the sum of the Actual Capacity Provided for each of its
components, as determined below, where the MWhs of reduction, other than MWhs associated with Net

Supply, are increased by average avoided peak transmission and distribution losses.

(1) For Energy Efficiency measures, the Actual Capacity Provided shall be zero.

(i1) For Distributed Generation measures submitting meter data for the full 24 hour calendar
day during which the Capacity Scarcity Condition occurs, the Actual Capacity Provided
shall be equal to the submitted meter data, adjusted as necessary for the five-minute

interval in which the Capacity Scarcity Condition occurs.

(iii))  For Load Management measures submitting meter data for the full 24 hour calendar day
during which the Capacity Scarcity Condition occurs, the Actual Capacity Provided shall
be equal to the submitted demand reduction data, adjusted as necessary for the five-

minute interval in which the Capacity Scarcity Condition occurs.

(iv) Notwithstanding any other provision of this Section III.15.8.2.2(c), for any On-Peak
Demand Resource or Seasonal Peak Demand Resource that fails to provide the data
necessary for the ISO to determine the Actual Capacity Provided as described in this
Section I11.15.8.2.2(¢), the Actual Capacity Provided shall be zero.



(d) An Active Demand Capacity Resource’s Actual Capacity Provided during a Capacity Scarcity

Condition shall be the sum of the Actual Capacity Provided by its constituent Demand Response

Resources during the Capacity Scarcity Condition.

(1)

(i)

A Demand Response Resource’s Actual Capacity Provided during a Capacity Scarcity
Condition shall be: (1) the sum of the Real-Time demand reduction of its constituent
Demand Response Assets (provided, however, that if the Demand Response Resource
was limited during the Capacity Scarcity Condition as a result of a transmission system
limitation, then the sum of the Real-Time demand reduction of its constituent Demand
Response Assets may not be greater than its Desired Dispatch Point during the interval),
plus (2) the Demand Response Resource’s Reserve Quantity For Settlement, where the
MW quantity, other than the MW quantity associated with Net Supply, is increased by
average avoided peak transmission and distribution losses; provided, however, that a

Demand Response Resource’s Actual Capacity Provided shall not be less than zero.

The Real-Time demand reduction of a Demand Response Asset shall be calculated as
described in Section I11.8.4, except that: (1) in the case of a Demand Response Asset that
1s on a forced or scheduled curtailment as described in Section 111.8.3, a Real-Time
demand reduction shall also be calculated for intervals in which the associated Demand
Response Resource does not receive a non-zero Dispatch Instruction; (2) in the case of a
Demand Response Asset that is on a forced or scheduled curtailment as described in
Section II1.8.3, the minuend in the calculation described in Section II1.8.4 shall be the
unadjusted Demand Response Baseline of the Demand Response Asset; and (3) the
resulting MWhs of reduction, other than the MWhs associated with Net Supply, shall be

increased by average avoided peak transmission and distribution losses.

(e) A Distributed Energy Capacity Resource’s Actual Capacity Provided during a Capacity Scarcity

Condition shall be the sum of the Metered Quantity for Settlement and Reserve Quantity for Settlement of

all the components of its constituent Distributed Energy Resource Aggregations; provided, however, that

if the resource’s output was limited during the Capacity Scarcity Condition as a result of a transmission

system limitation, then the resource’s Actual Capacity Provided may not be greater than the sum of the

resource’s Desired Dispatch Point during the interval, plus the resource’s Reserve Quantity For

Settlement during the interval. Based on the Real-Time operational coordination, the resource must



follow any distribution system limitation and update its physical parameters accordingly. The Actual

Capacity Provided cannot be less than zero.

(1)

I11.15.8.2.3

The Real-Time demand reduction of a Demand Response Asset or Distributed Energy
Resource associated with a Demand Response Distributed Energy Resource Aggregation
shall be calculated as described in Section I11.8.4, except that: (1) in the case of a
Demand Response Asset or Distributed Energy Resource associated with a Demand
Response Distributed Energy Resource Aggregation that is on a forced or scheduled
curtailment as described in Section II1.8.3, a Real-Time demand reduction shall also be
calculated for intervals in which the associated Demand Response Resource or Demand
Response Distributed Energy Resource Aggregation does not receive a non-zero Dispatch
Instruction; (2) in the case of a Demand Response Asset or Distributed Energy Resource
associated with a Demand Response Distributed Energy Resource Aggregation that is on
a forced or scheduled curtailment as described in Section II1.8.3, the minuend in the
calculation described in Section II1.8.4 shall be the unadjusted Demand Response
Baseline of the Demand Response Asset or Distributed Energy Resource associated with
a Demand Response Distributed Energy Resource Aggregation; and (3) the resulting
MWhs of reduction, other than the MWhs associated with Net Supply, shall be increased

by average avoided peak transmission and distribution losses.

Capacity Balancing Ratio.

For each five-minute interval in which a Capacity Scarcity Condition exists, the ISO shall calculate a

Capacity Balancing Ratio using the following formula:

(Load + Reserve Requirement) / Total Capacity Supply Obligation

(a) If the Capacity Scarcity Condition is a result of a violation of the Minimum Total Reserve

Requirement such that the associated system-wide Reserve Constraint Penalty Factor pricing applies, then

the terms used in the formula above shall be calculated as follows:

Load = the total amount of Actual Capacity Provided (excluding applicable Real-Time Reserve

Designations) from all resources in the New England Control Area during the interval (with the Actual

Capacity Provided of Energy Efficiency measures being zero, as specified in Section 111.13.7.2.2(¢)(i))



less the sum of the net External Transaction sales by each Market Participant, excluding External

Transaction sales submitted in accordance with Section I11.1.10.7(f).

Reserve Requirement = the Minimum Total Reserve Requirement during the interval.

Total Capacity Supply Obligation = the total amount of Capacity Supply Obligations in the New England
Control Area during the interval, excluding the Capacity Supply Obligations associated with Energy

Efficiency measures.

(b) If the Capacity Scarcity Condition is a result of a violation of the Ten-Minute Reserve
Requirement such that the associated system-wide Reserve Constraint Penalty Factor pricing applies, then

the terms used in the formula above shall be calculated as follows:

Load = the total amount of Actual Capacity Provided (excluding applicable Real-Time Reserve
Designations) from all resources in the New England Control Area during the interval (with the Actual
Capacity Provided of Energy Efficiency measures being zero, as specified in Section I11.15.8.2.2(¢c)(i))
less the sum of the net External Transaction sales by each Market Participant, excluding External

Transaction sales submitted in accordance with Section I11.1.10.7(f).

Reserve Requirement = the Ten-Minute Reserve Requirement during the interval.

Total Capacity Supply Obligation = the total amount of Capacity Supply Obligations in the New England
Control Area during the interval, excluding the Capacity Supply Obligations associated with Energy

Efficiency measures.

() If the Capacity Scarcity Condition is a result of a violation of the Zonal Reserve Requirement
such that the associated Reserve Constraint Penalty Factor pricing applies, then the terms used in the

formula above shall be calculated as follows:

Load = the total amount of Actual Capacity Provided (excluding applicable Real-Time Reserve
Designations) from all resources in the Capacity Zone during the interval plus the net amount of energy
imported into the Capacity Zone from outside the New England Control Area into that Capacity Zone less
the sum of the net External Transaction sales by each Market Participant, excluding External Transaction

sales submitted in accordance with Section III.1.10.7(f), during the interval (but not less than zero) (with



the Actual Capacity Provided of Energy Efficiency measures being zero, as specified in Section

111.15.8.2.2(c)(i)).

Reserve Requirement = the Zonal Reserve Requirement minus any reserve support coming into the

Capacity Zone over the internal transmission interface.

Total Capacity Supply Obligation = the total amount of Capacity Supply Obligations in the Capacity
Zone during the interval, excluding the Capacity Supply Obligations associated with Energy Efficiency

measures.

(d) The following provisions shall be used to determine the applicable Capacity Balancing Ratio

where more than one of the conditions described in subsections (a), (b), and (¢) apply in a Capacity Zone.

(1) In any Capacity Zone subject to Reserve Constraint Penalty Factor pricing associated
with both the Minimum Total Reserve Requirement and the Ten-Minute Reserve Requirement,
but not the Zonal Reserve Requirement, the Capacity Balancing Ratio shall be calculated as

described in Section I11.15.8.2.3(a) for resources in that Capacity Zone.

(ii) In any Capacity Zone subject to Reserve Constraint Penalty Factor pricing associated
with both the Ten-Minute Reserve Requirement and the Zonal Reserve Requirement, but not the
Minimum Total Reserve Requirement, the Capacity Balancing Ratio for resources in that
Capacity Zone shall be the higher of the Capacity Balancing Ratio calculated as described in
Section II1.15.8.2.3(b) and the Capacity Balancing Ratio calculated as described in Section
II1.15.8.2.3(c).

(i)  In any Capacity Zone subject to Reserve Constraint Penalty Factor pricing associated
with the Minimum Total Reserve Requirement and the Zonal Reserve Requirement (regardless of
whether the Capacity Zone is also subject to Reserve Constraint Penalty Factor pricing associated
with the Ten-Minute Reserve Requirement), the Capacity Balancing Ratio for resources in that
Capacity Zone shall be the higher of the Capacity Balancing Ratio calculated as described in
Section I11.15.8.2.3(a) and the Capacity Balancing Ratio calculated as described in Section
II1.15.8.2.3(c).

111.15.8.2.4 Capacity Performance Score.



Each resource, whether or not it has a Capacity Supply Obligation, will be assigned a Capacity
Performance Score for each five-minute interval in which a Capacity Scarcity Condition exists in the
Capacity Zone in which the resource is located. A resource’s Capacity Performance Score for the interval
shall equal the resource’s Actual Capacity Provided during the interval (with the Actual Capacity
Provided of Energy Efficiency measures being zero, as specified in Section II1.15.8.2.2(c)(i)) minus the
product of the resource’s Capacity Supply Obligation (which for this purpose shall not be less than zero)
and the applicable Capacity Balancing Ratio; provided, however, that for an On-Peak Demand Resource
or a Seasonal Peak Demand Resource, the Capacity Supply Obligation associated with any Energy
Efficiency measures shall be excluded from the calculation of the resource’s Capacity Performance Score.

The resulting Capacity Performance Score may be positive, zero, or negative.

For each Market Participant that has net External Transaction sales in an interval, excluding External
Transaction sales submitted in accordance with Section II1.1.10.7(f), the Market Participant shall be
assessed a negative Capacity Performance Score equal to the level of such net External Transaction sales

in that interval.

I11.15.8.2.5 Capacity Performance Payment Rate.

For the Capacity Commitment Period beginning on June 1, 2025 and ending on May 31, 2026 and
thereafter, the Capacity Performance Payment Rate shall be $9337/MWh. The ISO shall review the
Capacity Performance Payment Rate in the stakeholder process as needed and shall file with the

Commission a new Capacity Performance Payment Rate if and as appropriate.

I11.15.8.2.6 Calculation of Capacity Performance Payments.

For each resource, whether or not it has a Capacity Supply Obligation, the ISO shall calculate a Capacity
Performance Payment for each five-minute interval in which a Capacity Scarcity Condition exists in the
Capacity Zone in which the resource is located. A resource’s Capacity Performance Payment for an
interval shall equal the resource’s Capacity Performance Score for the interval multiplied by the Capacity
Performance Payment Rate. The resulting Capacity Performance Payment for an interval may be positive

or negative.

II1.15.8.3 Monthly Capacity Payment and Capacity Stop-Loss Mechanism.
Each resource’s Monthly Capacity Payment for an Obligation Month, which may be positive or negative,

shall be the sum of the resource’s Capacity Base Payment for the Obligation Month plus the sum of the



resource’s Capacity Performance Payments for all five-minute intervals in the Obligation Month, except

as provided in Section I1I.15.8.3.1 and Section II1.15.8.3.2 below.

I11.15.8.3.1 Monthly Stop-Loss.

If the sum of the resource’s Capacity Performance Payments (excluding any Capacity Performance
Payments associated with Actual Capacity Provided above the resource’s Capacity Supply Obligation in
any interval) for all five-minute intervals in the Obligation Month is negative, the amount subtracted from
the resource’s Capacity Base Payment for the Obligation Month will be limited to an amount equal to the
product of the applicable Capacity Auction Offer Price Cap multiplied by the resource’s Capacity Supply
Obligation for the Obligation Month.

I11.15.8.3.2 Annual Stop-Loss.

(a) For each Obligation Month, the ISO shall calculate a stop-loss amount equal to:

MaxCSO x [3 months x (ACAcp — ACAsp) — (12 months x ACAcp)]

Where:

MaxCSO = the resource’s highest monthly Capacity Supply Obligation in the Capacity Commitment
Period to date.

ACACcp = the Capacity Clearing Price for the relevant Annual Capacity Auction.

ACAsp = the Annual Capacity Auction Offer Price Cap for the relevant Annual Capacity Auction.

(b) For each Obligation Month, the ISO shall calculate each resource’s cumulative Capacity
Performance Payments as the sum of the resource’s Capacity Performance Payments for all months in the
Capacity Commitment Period to date, with those monthly amounts limited as described in Section

I1.15.8.3.1.

(c) If the sum of the resource’s Capacity Performance Payments (excluding any Capacity
Performance Payments associated with Actual Capacity Provided above the resource’s Capacity Supply

Obligation in any interval) for all five-minute intervals in the Obligation Month is negative, the amount



subtracted from the resource’s Capacity Base Payment for the Obligation Month will be limited to an
amount equal to the difference between the stop-loss amount calculated as described in Section
II1.15.8.3.2(a) and the resource’s cumulative Capacity Performance Payments as described in Section

I1.15.8.3.2(b).

111.15.8.4 Allocation of Deficient or Excess Capacity Performance Payments.

For each type of Capacity Scarcity Condition as described in Section 111.15.8.2.1 and for each Capacity
Zone, the ISO shall allocate deficient or excess Capacity Performance Payments as described in
subsections (a) and (b) below. Where more than one type of Capacity Scarcity Condition applies, then
the provisions below shall be applied in proportion to the duration of each type of Capacity Scarcity

Condition.

(a) If the sum of all Capacity Performance Payments to all resources subject to the Capacity Scarcity
Condition in the Capacity Zone in an Obligation Month is positive, the deficiency will be charged to
resources in proportion to each such resource’s Capacity Supply Obligation for the Obligation Month,
excluding any resources subject to the stop-loss mechanism described in Section I11.15.8.3 for the
Obligation Month and excluding any resource, or portion thereof, consisting of Energy Efficiency
measures. If the charge described in this Section I11.15.8.4(a) causes a resource to reach the stop-loss limit
described in Section I11.15.8.3, then the stop-loss cap described in Section II1.15.8.3 will be applied to
that resource, and the remaining deficiency will be further allocated to other resources in the same manner

as described in this Section I11.15.8.4(a).

(b) If the sum of all Capacity Performance Payments to all resources subject to the Capacity Scarcity
Condition in the Capacity Zone in an Obligation Month is negative, the excess will be credited to all such
resources (excluding any resource, or portion thereof, consisting of Energy Efficiency measures) in
proportion to each resource’s Capacity Supply Obligation for the Obligation Month. For a resource
subject to the stop-loss mechanism described in Section I11.15.8.3 for the Obligation Month, any such
credit shall be reduced (though not to less than zero) by the amount not charged to the resource as a result
of the application of the stop-loss mechanism described in Section III.15.8.3, and the remaining excess

will be further allocated to other resources in the same manner as described in this Section I11.15.8.4(b)

I11.15.8.5. Charges to Market Participants with Capacity Load Obligations.
I11.15.8.5.1. Calculation of Capacity Charges.



For purposes of this Section I11.13.7.5.1, Capacity Zone costs calculated for a Capacity Zone that contains
a nested Capacity Zone shall exclude the Capacity Zone costs of the nested Capacity Zone. A Market
Participant with a Capacity Load Obligation on any day of the Obligation Month shall be subject to the
following charges and adjustments. Each charge and adjustment described in subsection (b) of Sections
111.15.8.5.1.1 through I11.15.8.5.1.9 will be divided by the number of days in the month to derive a daily

settlement value.

II1.15.8.5.1.1. Annual Capacity Auction Charge.
The ACA charge, for each Capacity Zone, is: (a) Capacity Load Obligation in the Capacity Zone;
multiplied by (b) Capacity Zone ACA Costs divided by Zonal Capacity Obligation.

Where
Capacity Zone ACA Costs, for each Capacity Zone, are the Total ACA Costs multiplied by the
Zonal Peak Load Allocator and divided by the Total Peak Load Allocator.

Total ACA Costs are the sum of, for all Capacity Zones, Capacity Supply Obligations in each
zone (the total obligation awarded to resources in the Annual Capacity Auction process for the
Obligation Month in the zone, excluding any obligations awarded to Intermittent Power
Resources that are the basis for the Intermittent Power Resource Capacity Adjustment specified
in Section I11.15.8.5.1.1.4 multiplied by the applicable clearing price from the auction in which

the obligation was awarded to the resource.

Zonal Peak Load Allocator is the Zonal Capacity Obligation multiplied by the zonal Capacity

Clearing Price.

Total Peak Load Allocator is the sum of the Zonal Peak Load Allocators.

II1.15.8.5.1.1.1. Monthly Reconfiguration Auction Charge.

The monthly reconfiguration auction charge is: (a) total Capacity Load Obligation for all Capacity Zones;
multiplied by (b) Total Monthly Reconfiguration Auction Costs divided by Total Zonal Capacity
Obligation. (QUESTION - Is this section still needed if the Monthly Reconfiguration Auctions are only
trades between CSO acquirers and CSO shedders?)

Where



Total Monthly Reconfiguration Auction Costs are the sum of, for all Capacity Zones, the product
of Capacity Supply Obligations acquired through the monthly reconfiguration auction in each
zone and the applicable monthly reconfiguration auction clearing price, minus the sum of, for all
Capacity Zones, any Capacity Supply Obligations shed through the monthly reconfiguration

auction in each zone and the applicable monthly reconfiguration auction clearing price.

Total Zonal Capacity Obligation is the total of the Zonal Capacity Obligation in all Capacity

Zones.

II1.15.8.5.1.1.2. HQICC Capacity Charge.
The HQICC capacity charge is: (a) total Capacity Load Obligation for all Capacity Zones; multiplied by
(b) Total HQICC Credits divided by Total Capacity Load Obligation.

Where
Total HQICC credits are the product of HQICCs multiplied by the sum of the values calculated in
Sections I11.15.8.5.1.1.1(b), , 111.15.8.5.1.1.3(b), I11.15.8.5.1.1.4(b), I11.15.8.5.1.1.5(b),
I1.13.7.5.1.1.6(b), and 111.15.8.5.1.1.7(b) in the Capacity Zone in which the HQ Phase /I

external node is located.

Total Capacity Load Obligation is the total Capacity Load Obligation in all Capacity Zones.

I11.15.8.5.1.1.3. Self-Supply Adjustment.
The self-supply adjustment is: (a) Capacity Load Obligation in the Capacity Zone; multiplied by (b) the
Self-Supply Variance divided by Total Capacity Load Obligation.

Where
Self-Supply Variance is the difference between foregone capacity payments and avoided capacity

charges associated with designated self-supply quantities.

Foregone capacity payments to Self-Supplied Capacity Resources are the sum, for all Capacity
Zones, of the product of the zonal Capacity Supply Obligation designated as self-supply,

multiplied by the applicable clearing price from the auction in which the obligation was awarded.



Avoided capacity charges are the sum, for all Capacity Zones, of the product of any designated
self-supply quantities multiplied by the sum of the values calculated in Sections

1I1.15.8.5.1.1.1(b), 111.15.8.5.1.1.3(b), I11.15.8.5.1.1.4(b), 111.15.8.5.1.1.5(b), 111.15.8.5.1.1.6(Db),
and II1.15.8.5.1.1.7(b) in the Capacity Zone associated with the designated self-supply quantity.

Total Capacity Load Obligation is the total Capacity Load Obligation in all Capacity Zones.

I11.15.8.5.1.1.4. Intermittent Power Resource Capacity Adjustment.

The Intermittent Power Resource capacity adjustment in a winter season for the Obligation Months from

October through May is: (a) total Capacity Load Obligation for all Capacity Zones; multiplied by (b) the

Intermittent Power Resource Seasonal Variance divided by Total Zonal Capacity Obligation.

Where

Intermittent Power Resource Seasonal Variance is the difference between the ACA payments for
Intermittent Power Resource in the Obligation Month and the base ACA payments for

Intermittent Power Resources.

ACA payments to Intermittent Power Resources are the sum, for all Capacity Zones, of the
product of the Capacity Supply Obligations awarded to Intermittent Power Resources in the
Annual Capacity Auction process for the Obligation Month pursuant to Section I11.15.4.2.3,

multiplied by the applicable clearing price from the auction in which the obligation was awarded.

Base ACA payments for Intermittent Power Resources are the sum, for all Capacity Zones, of the
product of the ACA Qualified Capacity procured from Intermittent Power Resources in the
Annual Capacity Auction process, multiplied by the applicable clearing price from the auction in

which the obligation was awarded.

Total Zonal Capacity Obligation is the total Zonal Capacity Obligation in all Capacity Zones.

II1.15.8.5.1.1.5. Multi-Year Rate Election Adjustment.

For multi-year rate elections made in the primary Forward Capacity Auction for Capacity Commitment

Periods beginning on or after June 1, 2022, the multi-year rate election adjustment, for each Capacity

Zone, is: (a) Capacity Load Obligation in the Capacity Zone; multiplied by (b) Zonal Multi-Year Rate

Election Costs divided by Zonal Capacity Obligation.



Where

Zonal Multi-Year Rate Election Costs is the sum, for each resource with a multi-year rate election
in the Obligation Month, of the amount of Capacity Supply Obligation designated to receive the
multi-year rate (excluding any obligations procured in the Forward Capacity Auction that were
terminated pursuant to Section I11.13.3.4A), multiplied by the difference in the applicable zonal
Capacity Clearing Price for the Forward Capacity Auction in which the resource originally was
awarded a Capacity Supply Obligation (indexed using the Handy-Whitman Index of Public
Utility Construction Costs in effect as of December 31 of the year preceding the Capacity
Commitment Period) and the applicable zonal Capacity Clearing Price for the current Capacity
Commitment Period, multiplied by the Zonal Peak Load Allocator for the Forward Capacity
Auction in which the resource originally was awarded a Capacity Supply Obligation and divided
by the Total Peak Load Allocator for the Forward Capacity Auction in which the resource
originally was awarded a Capacity Supply Obligation.

Zonal Peak Load Allocator is the Zonal Capacity Obligation multiplied by the zonal Capacity
Clearing Price.

Total Peak Load Allocator is the sum of the Zonal Peak Load Allocators.

For multi-year rate elections made in the primary Forward Capacity Auction for Capacity Commitment

Periods beginning prior to June 1, 2022, the multi-year rate election adjustment, for each Capacity Zone,

is: (a) Capacity Load Obligation in the Capacity Zone; multiplied by (b) Zonal Multi-Year Rate Election

Costs divided by Zonal Capacity Obligation.

Where

Zonal Multi-Year Rate Election Costs is the sum in each Capacity Zone, for each resource with a
multi-year rate election in the Obligation Month, of the amount of Capacity Supply Obligation
designated to receive the multi-year rate (excluding any obligations procured in the Forward
Capacity Auction that were terminated pursuant to Section I11.13.3.4A), multiplied by the
difference in the applicable zonal Capacity Clearing Price for the Forward Capacity Auction in
which the resource originally was awarded a Capacity Supply Obligation (indexed using the
Handy-Whitman Index of Public Utility Construction Costs in effect as of December 31 of the
year preceding the Capacity Commitment Period) and the applicable zonal Capacity Clearing

Price for the current Capacity Commitment Period.



I11.15.8.5.1.1.6 CTR Transmission Upgrade Charge.

The CTR transmission upgrade charge is: (a) the Capacity Load Obligation in the Capacity Zones to
which the applicable interface limits the transfer of capacity, multiplied by (b) Zonal CTR Transmission
Upgrade Cost divided by Zonal Capacity Obligation.

Where
Zonal CTR Transmission Upgrade Cost for each Capacity Zone to which the interface limits the
transfer of capacity is the amount calculated pursuant to Section 111.15.8.5.4.4 (f), multiplied by
the Zonal Capacity Obligation and divided by the sum of the Zonal Capacity Obligation for all

Capacity Zones to which the interface limits the transfer of capacity.

I11.15.8.5.1.1.7 CTR Pool-Planned Unit Charge.

The CTR Pool-Planned Unit charge is: (a) the total Capacity Load Obligation in all Capacity Zones less
the amount of any CTRs specifically allocated pursuant to Section II1.15.8.5.4.5, multiplied by (b) CTR
Pool-Planned Unit Cost divided by Total Zonal Capacity Obligation less the amount of any CTRs
specifically allocated pursuant to Section I11.15.8.5.4.5.

Where
The CTR Pool-Planned Unit Cost for each Capacity Zone is the sum of the amounts calculated
pursuant to Section 111.15.8.5.4.5 (b).

Total Zonal Capacity Obligation is the total of the Zonal Capacity Obligation in all Capacity

Zones.

I11.15.8.5.2. Calculation of Capacity Load Obligation and Zonal Capacity Obligation.
The ISO shall assign each Market Participant a share of the Zonal Capacity Obligation prior to the
commencement of each Obligation Month for each Capacity Zone established in the Annual Capacity
Auction pursuant to Section I1I.12.4. The Zonal Capacity Obligation of a Capacity Zone that contains a
nested Capacity Zone shall exclude the Zonal Capacity Obligation of the nested Capacity Zone.

Zonal Capacity Obligation for each month and Capacity Zone shall equal the product of: (i) the total of
the system-wide Capacity Supply Obligations plus HQICCs; and (ii) the ratio of the sum of all load

serving entities’ annual coincident contributions to the system-wide annual peak load in that Capacity



Zone from the calendar year one year prior to the start of the Capacity Commitment Period (for Capacity
Commitment Periods beginning on or after June 1, 2022) to the system-wide sum of all load serving
entities’ annual coincident contributions to the system-wide annual peak load from the calendar year one
year prior to the start of the Capacity Commitment Period (for Capacity Commitment Periods beginning
on or after June 1, 2022).

The following loads are assigned a peak contribution of zero for the purposes of assigning obligations and
tracking load shifts: load associated with the receipt of electricity from the grid by Storage DARDs for
later injection of electricity back to the grid; when all load of a Distributed Energy Resource Aggregation
participating as a Storage DARD is load associated with the receipt of electricity from the grid for later
injection of electricity back to the grid; Station service load that is modeled as a discrete Load Asset and
the Resource is complying with the maintenance scheduling procedures of the ISO; load that is modeled
as a discrete Load Asset and is exclusively related to an Alternative Technology Regulation Resource
following AGC Dispatch Instructions; and transmission losses associated with delivery of energy over the

Control Area tie lines.

A Market Participant’s share of Zonal Capacity Obligation for each day of the month and each Capacity
Zone shall equal the product of: (i) the Capacity Zone’s Zonal Capacity Obligation as calculated above
and (ii) the ratio of the sum of the load serving entity’s daily Coincident Peak Contributions, to the sum of

all load serving entities’ daily Coincident Peak Contributions in that Capacity Zone.

A Market Participant’s Capacity Load Obligation shall be its share of Zonal Capacity Obligation for each
day of the month and each Capacity Zone, adjusted as appropriate to account for any relevant Capacity
Load Obligation Bilaterals, HQICCs, and Self-Supplied Capacity Resource designations. A Capacity

Load Obligation can be a positive or negative value.

A Market Participant’s share of Zonal Capacity Obligation will not be reconstituted to include the
demand reduction of a Demand Capacity Resource, Demand Response Resource, or a Demand Response

Distributed Energy Resource Aggregation.

I11.15.8.5.2.1. Charges Associated with Dispatchable Asset Related Demands.
Dispatchable Asset Related Demand resources will not receive Annual Capacity Market payments, but
instead each Dispatchable Asset Related Demand resource will receive an adjustment to its share of the

associated Coincident Peak Contribution based on the ability of the Dispatchable Asset Related Demand



resource to reduce consumption. The adjustment to a load serving entity’s Coincident Peak Contribution
resulting from Dispatchable Asset Related Demand resource reduction in consumption shall be based on
the Nominated Consumption Limit submitted for the Dispatchable Asset Related Demand resource.

The Nominated Consumption Limit value of each Dispatchable Asset Related Demand resource is subject
to adjustment as further described in the ISO New England Manuals, including adjustments based on the
results of Nominated Consumption Limit audits performed in accordance with the ISO New England

Manuals.

I11.15.8.5.3. Excess Revenues.

Any payment associated with a Capacity Supply Obligation Bilateral that was to accrue to a Capacity
Acquiring Resource for a Capacity Supply Obligation that is terminated pursuant to Section I11.13.3.4A
shall instead be allocated to Market Participants based on their pro rata share of all Capacity Load

Obligations in the Capacity Zone in which the terminated resource is located.

I11.15.8.5.4. Capacity Transfer Rights.

I11.15.8.5.4.1 Specifically Allocated CTRs Associated with Transmission Upgrades.

(a) A Market Participant that pays for transmission upgrades not funded through the Pool PTF Rate
and which increase transfer capability across existing or potential Capacity Zone interfaces may request a
specifically allocated CTR in an amount equal to the number of CTRs supported by that increase in

transfer capability.

(b) The allocation of additional CTRs created through generator interconnections completed after
February 1, 2009 shall be made in accordance with the provisions of the ISO generator interconnection or
planning standards. In the event the ISO interconnection or planning standards do not address this issue,

the CTRs created shall be allocated in the same manner as described in Section 111.15.8.5.4.

(© Specifically allocated CTRs shall expire when the Market Participant ceases to pay to support the

transmission upgrades.

(d) CTRs resulting from transmission upgrades funded through the Pool PTF Rate shall not be

specifically allocated but shall be allocated in the same manner as described in Section I11.15.8.5.4.



(e) Maine Export Interface. Casco Bay shall receive specifically allocated CTRs of 325 MW across
the Maine export interface for as long as Casco Bay continues to pay to support the transmission

upgrades.

® The value of CTRs specifically allocated pursuant to this Section shall be calculated as the

product of: (i) the Capacity Clearing Price to which the applicable interface limits the transfer of capacity
minus the Capacity Clearing Price from which the applicable interface limits the transfer of capacity; and
(i1) the MW quantity of the specifically allocated CTRs across the applicable interface. This value will be

divided by the number of days in the month to derive a daily settlement value.

I11.15.8.5.4.2 Specifically Allocated CTRs for Pool-Planned Units.

(a) In import-constrained Capacity Zones, in recognition of longstanding life of unit contracts, the
municipal utility entitlement holder of a resource constructed as Pool-Planned Units shall receive for each
Capacity Commitment Period an allocation of CTRs for each such unit that is the product of: (i) the MW
quantity of capacity that the unit cleared in the Annual Capacity Auction associated with the Capacity
Commitment Period; and (ii) the municipal utility’s ownership entitlements in such unit. The CTRs
allocated pursuant to this Section may be designated as self-supply quantities as described in Section
II1.15.2.9 Municipal utility ownership entitlements are set as shown in the table below and are not

transferrable.



Millstone | Seabrook | Stonybrook | Stonybrook | Stonybrook | Stonybrook | Stonybrook | Wyman
3 GT 1A GT 1B GT 1C 2A 2B 4

Danvers 0.2627% | 1.1124% 8.4569% 8.4569% 8.4569% 11.5551% 11.5551% | 0.0000%
Georgetown 0.0208% | 0.0956% 0.7356% 0.7356% 0.7356% 1.0144% 1.0144% 0.0000%
Ipswich 0.0608% | 0.1066% 0.2934% 0.2934% 0.2934% 0.0000% 0.0000% 0.0000%
Marblehead 0.1544% | 0.1351% 2.6840% 2.6840% 2.6840% 1.5980% 1.5980% 0.2793%
Middleton 0.0440% | 0.3282% 0.8776% 0.8776% 0.8776% 1.8916% 1.8916% 0.1012%
Peabody 0.2969% | 1.1300% 13.0520% 13.0520% 13.0520% 0.0000% 0.0000% 0.0000%
Reading 0.4041% | 0.6351% 14.4530% 14.4530% 14.4530% 19.5163% 19.5163% | 0.0000%
Wakefield 0.2055% | 0.3870% 3.9929% 3.9929% 3.9929% 6.3791% 6.3791% 0.4398%
Ashburnham 0.0307% | 0.0652% 0.6922% 0.6922% 0.6922% 0.9285% 0.9285% | 0.0000%
Boylston 0.0264% | 0.0849% 0.5933% 0.5933% 0.5933% 0.9120% 0.9120% | 0.0522%
Braintree 0.0000% | 0.6134% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% | 0.0000%
Groton 0.0254% | 0.1288% 0.8034% 0.8034% 0.8034% 1.0832% 1.0832% | 0.0000%
Hingham 0.1007% | 0.4740% 3.9815% 3.9815% 3.9815% 5.3307% 5.3307% | 0.0000%
Holden 0.0726% | 0.3971% 2.2670% 2.2670% 2.2670% 3.1984% 3.1984% | 0.0000%
Holyoke 0.3194% | 0.3096% 0.0000% 0.0000% 0.0000% 2.8342% 2.8342% | 0.6882%
Hudson 0.1056% | 1.6745% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% | 0.3395%
Hull 0.0380% | 0.1650% 1.4848% 1.4848% 1.4848% 2.1793% 2.1793% | 0.1262%
Littleton 0.0536% | 0.1093% 1.5115% 1.5115% 1.5115% 3.0607% 3.0607% | 0.1666%
Mansfield 0.1581% | 0.7902% 5.0951% 5.0951% 5.0951% 7.2217% 7.2217% | 0.0000%




Middleborough | 0.1128% | 0.5034% 2.0657% 2.0657% 2.0657% 4.9518% 4.9518% | 0.1667%
North

Attleborough 0.1744% | 0.3781% 3.2277% 3.2277% 3.2277% 5.9838% 5.9838% | 0.1666%
Pascoag 0.0000% | 0.1068% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% | 0.0000%
Paxton 0.0326% | 0.0808% 0.6860% 0.6860% 0.6860% 0.9979% 0.9979% | 0.0000%
Shrewsbury 0.2323% | 0.5756% 3.9105% 3.9105% 3.9105% 0.0000% 0.0000% | 0.4168%
South Hadley 0.5755% | 0.3412% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% | 0.0000%
Sterling 0.0294% | 0.2044% 0.7336% 0.7336% 0.7336% 1.1014% 1.1014% | 0.0000%
Taunton 0.0000% | 0.1003% 0.0000% 0.0000% 0.0000% 0.0000% 0.0000% | 0.0000%
Templeton 0.0700% | 0.1926% 1.3941% 1.3941% 1.3941% 2.3894% 2.3894% | 0.0000%
Vermont

Public Power

Supply 0.0000% | 0.0000% 2.2008% 2.2008% 2.2008% 0.0000% 0.0000% | 0.0330%
Authority

West Boylston | 0.0792% | 0.1814% 1.2829% 1.2829% 1.2829% 2.3041% 2.3041% | 0.0000%
Westfield 1.1131% | 0.3645% 9.0452% 9.0452% 9.0452% 13.5684% 13.5684% | 0.7257%




Allocation of CTRs as described in this Section shall expire on December 31, 2040. If a unit listed in the
table above retires prior to December 31, 2040, however, allocation of CTRs for such unit shall expire
upon retirement. In the event that the NEMA zone either becomes or is forecast to become a separate
zone for Annual Capacity Auction purposes, National Grid agrees to discuss with Massachusetts
Municipal Wholesale Electric Company (“MMWEC”) and Wellesley Municipal Light Plant, Reading
Municipal Light Plant and Concord Municipal Light Plant ("WRC") any proposal by National Grid to
develop cost effective transmission improvements that would mitigate or alleviate the import constraints
and to work cooperatively and in good faith with MMWEC and WRC regarding any such proposal.
MMWEC and WRC agree to support any proposals advanced by National Grid in the regional system
planning process to construct any such transmission improvements, provided that MMWEC and WRC
determine that the proposed improvements are cost effective (without regard to CTRs) and will mitigate

or alleviate the import constraints.

(b) For any CTRs specifically allocated pursuant to this Section that are not designated self-supply
quantities for the Capacity Commitment Period, the municipal utility entitlement holder shall receive a
credit reflecting the value of such remaining CTRs. The value of each remaining CTR shall be calculated
as the product of: (i) the Capacity Clearing Price for the Capacity Zone where the load of the municipal
utility entitlement holder is located minus the Capacity Clearing Price for the Capacity Zone in which the
Pool-Planned Unit is located; and (ii) the remaining MW quantity. This value will be divided by the

number of days in the month to derive a daily settlement value.

II1.15.8.5.5. Annual Capacity Market Net Charge Amount.

The Annual Capacity Market net charge amount for each Market Participant as of the end of the
Obligation Month shall be equal to the sum of: (a) its Capacity Load Obligation charges; (b) its revenues
from any applicable specifically allocated CTRs; and (d) any applicable export charges.
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