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Objectives of the Forward Capacity
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Objectives of FCM

* Procure enough Capacity to meet New England’s future
capacity needs

 Attract New Resources to Constrained Regions
« Enable new entrants to set price

« Target Performance incentives in the Capacity Market to
hours of need

* Provide an Energy Price Hedge for Load

« Put Supply and Demand resources on a level playing
field

* Buy just enough capacity to meet Reliability Standards




Major Components of the FCM

Quialification
— for both Existing and New capacity, Supply and Demand, resource offers

Forward Capacity Auction (FCA)

— Annual auction to purchase and set the price paid to capacity resources
in future Capacity Commitment Period

— Descending Clock Auction
Performance Incentives
— pay for performance during shortage events
— Peak Energy Rent (PER) deduction
Financial Assurance

— Deterrent to frivolous new capacity offers and pre-Commitment Period
defaults

Reconfiguration Auctions

— to buy and sell (exchange) capacity obligations before and during the
Commitment Period




General Qualification Requirements




FCM Components — Qualification

« Qualification of all resources is required:
— Existing Capacity (Including De-lists, Permanent and Static)

— Self-Supplied Resources

— Exports

— Imports

— New Resources (Including Intermittent and Demand Resources)
 Qualification Criteria are different for each Resource

Type
— New Capacity Resource: must certify by the qualification
deadline, that it will be able to produce a specific MW value for a
future Commitment Period

— Existing Capacity Resource: will be assigned a specific MW
value for a future Commitment Period based on historical ratings




Market Power Safeguards in the FCA

» Existing Capacity assumed in the FCA unless it De-lists
— Potential market power
» Existing capacity dwarfs new

* Long-run costs small relative to Cost of New Entry (CONE)
— Already invested

— FCA rules seek to minimize market power potential
» Existing capacity treated as zero-bid in FCA
» Commitment period limited to one year

 MMU reviews Offers and Bids for potential market power

abuse
— Evaluates De-List bids for attempted withholding




Role of Market Monitoring

Review Offers and Bids for potential Market Power abuse

— Examine for attempts to lower or raise the price outside target
price thresholds

Evaluate Bids from Existing resources that De-List in the
FCA

Evaluate Offers from New Capacity Resources that
intend to Offer at low prices

Report on the conduct and results of the FCA to the
FERC

























FCM Timeline for FCA 2011 2012
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Important: Differences between
workbook and presentation for this
section.

* Page numbering in workbook
— Section 2 page numbers are from 1-15

— Section 3 begins at page 41. Pages numbers will remain
sequential from that point forward.

« Slide numbering in workbook
— Slide numbers for section 2 are from 31- 58

— Slide numbers for section 3 begin at slide 71 and remain
sequential from that point forward




Forward Capacity Market
Financial Assurance

Cheryl Arnold, Controller
Forward Capacity Market Qualification Forum
October 15, 2007




Topics Covered

« Collateral Options
« Existing Capacity Financial Assurance

* New Capacity Financial Assurance
* New Capacity General (i.e. typical generating resources)
* Timeline
 Demand Resources
« Composite Offers

« Load Serving Entity Financial Assurance

« Market Participant Status/Membership Dues
* Miscellaneous Financial Assurance
 Examples




Financial Assurance

« Collateral Options — Full Market Participants

» Cash Deposit — Short-Term Investments managed by BlackRock as directed
by Participants (requires opening a BlackRock Account)

+ Letter of Credit — Bank must have a minimum corporate debt rating of an “A-"
by S&P* or better

» Corporate Guaranty — Affiliate must have a rating of “BBB-" by S&P* or better
— must have at least 6 months of good payment history prior to putting in
place

» Credit Limit — Participant must have a rating of “BBB-" by S&P* or better
« Collateral Options — Alternative Market Participants (DRP Only)

» Cash Deposit — Short-Term Investments managed by BlackRock as directed
by Participants (requires opening a BlackRock Account)

+ Letter of Credit — Bank must have a minimum corporate debt rating of an “A-"
by S&P* or better

* Comparable ratings from Moody’s and Fitch are acceptable




Comparison of Existing Capacity
Requirements to New Capacity

* Deposit (Initial FA)
— No specific requirement

— Generally subject to the financial assurance requirements contained in
the current Financial Assurance Policy (FAP)

 New Capacity FA Amount
— No specific requirement
— Exception: Existing Capacity that has been allowed to retire under
Section 1.3.9. of the Tariff at the end of the relevant Commitment Period

« Shall be required to provide additional Financial Assurance (FA) in an
amount equal to 2.5 times the FCA payment for a month

* FA obligation shall be due five (5) business days prior to the start of the
applicable Commitment Period

 Failure to Provide Financial Assurance

— Consistent treatment of defaults as in existing FAP




Comparison of Existing Capacity
Requirements to New Capacity

 Failure to Meet a Qualification Milestone
— Not applicable

« Release of Financial Assurance
— Subject to existing FAP




New Capacity

» Deposit (Initial FA)
— ISO provides notice of qualification including qualified kWs

— Deposit = $2/kW x total qualified kWs (kWs to be bid into the
Forward Capacity Auction (FCA)

— Due within 10 business days of date of notice of qualification

— Formal Withdrawal after receipt of qualification notification

» Must be received in writing 3 Business Days prior to the due date of
the financial assurance — otherwise FA is due

— Market Rule 1 — Section Il 13.1.1.2

— Financial Assurance Policy — Section V.B.




New Capacity

 New Capacity Financial Assurance (FA) Amount

— If offer does not clear - Deposit will be returned per the terms of the
existing Financial Assurance Policy (FAP )

— If offer is accepted - Deposit will be applied to the New Capacity FA
Amount

— New Capacity FA Amount (NCFA)

* Additional FA is due within 5 business days of the announcement of winning offers

* NCFA Amount = CONE (Cost of New Entry) for that FCA x awarded capacity (for FCA
~2011_2012, the CONE price will be comprised of 50% x $7.50 plus 50% of the
successful FCA capacity clearing price from FCA_2010_2011 per kW)

* Additional installments equal to the initial NCFA are due 15 days prior to next 2 Annual
FCAs

» Aggregate NCFA will eventually equal 3 times the initial NCFA amount
 |If offer is accepted - Deposit will be applied to the New Capacity FA Amount

— Market Rule 1 — Section Il 13.2.4 (CONE)
— Financial Assurance Policy — Section V.B.1




New Capacity

» Failure to Provide Financial Assurance
— Can happen at anytime before the start of the commitment period
— Cure period is a day and half
— If not cured:
* Results in the loss of all awarded new capacity

» Forfeit any financial assurance previously provided with respect to those awards
» Credit Test Defaults treated consistent with existing FAP

— Market Rule 1 - Section 111.13.1.9.2.1
— Financial Assurance Policy — Section V. C.
» Failure to Meet a Qualification Milestone
— If not cured:
* loss of awarded capacity

 forfeit any financial assurance previously provided with respect to that award
* Timing — once FERC rules on filing

— Market Rule 1 - Section 111.13.3.4
— Financial Assurance Policy — Section V. C.




New Capacity

* Release of Financial Assurance
— Released once:
» New Capacity has been declared commercial, and
« New Capacity has been tested for its capacity rating (Manual 20)
— Follows existing capacity FAP requirements thereafter

— Financial assurance will be forfeited for any portion of capacity
accepted in the FCA that does not demonstrate

— Market Rule 1 — Section 111.13.1.9.2.2
— Financial Assurance Policy — Section V. C.




Timeline for Posting Financial
Assurance

9/16/2009
3rd Installment
of NCFA Due from FCA 2010_2011 plus 2™ Installment of NCFA due from FCA 2011_2012

11/17/2008 12/11/2008
2nd Installment New Capacity FA (NCFA) due for FCA 2011_2012
of NCFA Due from FCA 2010_2011
8/15/2008 6/7/2010
FA Deposit Due 8/15/08 Release NCFA to Customer from FCA 2010-2011

12/17/2008
FA deposit returned to
unsuccessful bidders

-
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Conduct Annual FCA 2011_2012 Conduct Annual FCA 20122018 *27 4302 21 & £ stftoate)
Conduct 1st Annual FCA (2010_2011) 12/1/2008 10/1/2009
2/1/2008 Start of 1st FCA

Commitment Period
6/1/2010

- Some dates are not yet known and are illustrative for explanation purposes
- Applies to the following participant types

-New Capacity Resources

-New Capacity Demand Resources — “All-at-Once” projects




New Capacity — Demand Resources
“All at Once”

« “All at Once” Project defined as:
— No Capacity prior to the start of the Commitment Period.
— Examples include:
« distributed generation
» some types of energy efficiency or load management

. Dep03|t (Initial FA)
ISO provides notice of qualification including qualified kWs
— Deposit = $2/kW x total qualified kWs (kWs to be bid into the FCA)
— Due within 10 business days of date of notice of qualification
— Formal Withdrawal after receipt of qualification notification

* Must be received in writing 3 Business Days prior to the due date of
the financial assurance — otherwise FA is due

— Market Rule 1 — Section Il 13.1.1.2

— Financial Assurance Policy for FTR — Only Customers and DRP Only
Customers — Section Ill.A.2.b.li.




New Capacity — Demand Resources
“All at Once” Project

« New Capacity FA Amount
— If offer does not clear - Deposit will be returned per the terms of the
existing FAP
— If offer clears - Deposit will be applied to the New Capacity FA Amount

— New Capacity FA Amount (NCFA)
» Additional FA is due within 5 business days of the announcement of winning
bidders

« NCFA Amount = CONE (Cost of New Entry) for that FCA x awarded capacity
(for FCA _2011_2012, the CONE price will be comprised of 50% x $7.50 plus
50% of the successful FCA capacity clearing price from FCA 2010 2011 per
kW)

« Additional installments equal to the initial NCFA are due 15 days prior to next
2 Annual FCAs

« Aggregate NCFA will eventually equal 3 times the initial NCFA amount
— Market Rule 1 — Section Il 13.2.4 (CONE)

— Financial Assurance Policy for FTR — Only Customers and DRP Only
Customers — Section Ill.A.2.b.ii




New Capacity — Demand Resources
“All at Once” Project

 Failure to Provide Financial Assurance

— Can happen at anytime before the start of the commitment period
associated with the awarded new capacity

— Cure period is a day and half
— If not cured:

* Results in the loss of all awarded new capacity

» Forfeit any financial assurance previously provided with respect to
those awards

» Credit Test Defaults treated consistent with existing FAP
— Market Rule 1 - Section 111.13.1.9.2.1

— Financial Assurance Policy for FTR — Only Customers and DRP
Only Customers — Section Ill.A.2.b.v.c.




New Capacity — Demand Resources
“All at Once” Project

 Failure to Meet a Qualification Milestone (applies to
resources requiring critical path schedule monitoring)
— If not cured:

* loss of awarded capacity

« forfeit any financial assurance previously provided with respect to
that award

* Timing — once FERC rules on filing
— Market Rule 1 - Section [11.13.3.4

— Financial Assurance Policy for FTR — Only Customers and DRP
Only Customers — Section Ill.A.2.b.v.c.




New Capacity — Demand Resources
“All at Once” Project (cont)

* Release of Financial Assurance
— Released once:
» New Capacity has been declared commercial, and
« New Capacity has been tested for its capacity rating (Manual 20)
— Follows existing capacity FAP requirements thereafter
— Financial assurance will be forfeited for any portion of capacity
accepted in the FCA that does not demonstrate

— Financial Assurance Policy for FTR — Only Customers and DRP
Only Customers — Section Ill.A.2.b.v




New Capacity — Proposed Demand
Resources “Ramp-Up” Project

« “Ramp-Up” Project defined as:

— Capacity is delivered prior to the start of the Commitment Period
as installations are completed on individual homes or
businesses.

— Examples include many type of large scale energy efficiency or
load management programs.




New Capacity — Proposed Demand
Resources “Ramp-Up” Project

» Deposit (Initial FA)

ISO provides notice of qualification including qualified kWs

Deposit = $2/kW x total qualified kWs (kWs to be bid into the
FCA)

Due within 10 business days of date of notice of qualification

Market Rule 1 — Section Il 13.1.1.2

Financial Assurance Policy for FTR — Only Customers and DRP
Only Customers — Section Ill.LA.2.b.i.




New Capacity — Proposed Demand
Resources “Ramp-Up” Project

« New Capacity FA Amount
— If offer does not clear - Deposit will be returned per the terms of the
existing FAP
— If offer clears - Deposit will be applied to the New Capacity FA Amount

— New Capacity FA Amount (NCFA)

« Additional FA is due within 5 business days of the announcement of winning
bidders

« NCFA Amount = CONE (Cost of New Entry) for that FCA x awarded capacity
(for FCA _2011_2012, the CONE price will be comprised of 50% x $7.50 plus
50‘?) of the successful FCA capacity clearing price from FCA 2010 2011 per
kW

« Additional installments equal to the initial NCFA are due 15 days prior to next
2 Annual FCAs

— Where interim milestones of load reduction have been satisfied prior to the due
date of the additional FA requirement, the subsequent NCFA installments will be
reduced commensurate with the then effective New Capacity (load reduction)
remaining to be met

— Market Rule 1 — Section |Il 13.2.4 (CONE)




New Capacity — Proposed Demand
Resources “Ramp-Up” Project

« Release of Financial Assurance

— On the date of pre-defined milestones, provided that the ISO is satisfied through
a verification process that at least 75% of the amount of prescribed load reduction
(as stated in the qualification package submitted) has been met, financial
assurance in an amount equivalent to the kW’s of load reduction achieved at the
milestone x (times) the CONE amount for that FCA Commitment Period, will be
released to the customer, if less than 75% achieved no release of collateral.

— On the date of the pre-defined milestones, should the verification of load
reduction, prove to be less than 75% of the cumulative milestone reduction,
planned at that time, but more than a previously achieved individual milestone, no
financial assurance will be returned at that time.

— On the date of the pre-defined milestones, should the verification of load
reduction, prove to be less than 75% of the cumulative milestone reduction,
planned at that time, and less than 75% of a previously achieved milestone, the
customer will be required to reinstate the full amount of financial assurance
required for the total amount of Capacity awarded in the FCA for that
Commitment Period.

— Financial Assurance Policy for FTR — Only Customers and DRP Only Customers
— Section lIlLA.2.b.v

FCM New Resource Qualification Forum - October 15, 2007
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New Capacity — Proposed Demand
Resources “Ramp-Up” Project

« Release of Financial Assurance
— Remaining FA released once:

* New Capacity (load reduction) has been measured and verified
(demonstrated) to ISO’s satisfaction

— Follows existing capacity FAP requirements thereafter

— Financial assurance will be forfeited for any portion of capacity
accepted in the FCA that does not demonstrate




New Capacity — Composite Offers

« Composite Offers — generally separate resources seeking to participate as
single resource in a FCA in which multiple Market Participants or DRP-Only
provide the Capacity

« Two Options for providing financial assurance:

» Market Participant or DRP-Only customer providing capacity for the summer
season will be responsible for providing all of the additional financial
assurance

» Each Market Participant or DRP-Only customer participating in the
composite offer transaction will be responsible for providing the additional
financial assurance required with respect to its resources

— Financial Assurance Policy for FTR — Only Customers and DRP Only Customers
— Section 11l.LA.2.b.d.

— Financial Assurance Policy — Section V. D.




New Capacity — Composite Offers

* Financial Assurance will be calculated on the
maximum amount of New Capacity represented by all
New Generating Capacity Resources and New
Demand Resources included in such composite FCM
Transaction in any month during the applicable
capacity commitment period

 Initial FA and New Capacity FA -calculations are
consistent with all other types of New Capacity
Resources previously described, except that the MW
value will include New Capacity Resources providing
supply in the winter period

FCM New Resource Qualification Forum - October 15, 2007

ISO newengland © 2007 1ISO New England Inc.
52



New Capacity — Composite Offers

 Return of Financial Assurance - Summer Resource is
providing entire amount of FA:

* FA will not be returned until All New Generating
Resources and New Demand Resources seeking to
provide the capacity in this Composite FCM transaction
have been declared commercial and successfully tested
for their capacity rating and all other requirements under
the financial assurance policies have been met

Note: - no scheduled release of FA in the above case
regardless of participation of a “Ramp Up” project in the
composite offer

FCM New Resource Qualification Forum - October 15, 2007
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New Capacity — Composite Offers

 Return of Financial Assurance — Each Resource is
providing individual FA requirements

* The standard Financial Assurance Policies return of FA
would apply to the specific type of resource comprising
this Composite FCM Transaction (includes return of FA
for “Ramp-Up” projects)




Load Serving Entity Obligation

* Financial Assurance Requirement

— Equal to the amount due from the LSE on the next invoice to be
issued by the ISO, there will not be any multiplier applied to this
amount

— Unless actual amount due is known prior to the applicable month
in the Commitment Period for which FA is being collected, the
ISO will base the amount of collateral due by averaging the two
most recent monthly invoice amounts for capacity payments to
arrive at the amount of FA required. This method is consistent
with current FAP for determining the basis of non-hourly charges




Market Participant Status

* Requirement to participate in the FCA

« Must complete process 30 days prior to the due date of the Initial FA
Deposit

* Requires submission of completed application and other
documentation as required

* Requires review and approval by NEPOOL Membership
Subcommittee

« FERC Filing
* Process may take up to three months

« Two types of Market Participants
— Full Market Participant

— DRP - Only
 Membership Information -
. http://www.iso-ne.com/support/reqg info/index.html

« May be subject to membership dues & annual fees




Miscellaneous — FA for Participation In
the FCA

* New Capacity offering into a reconfiguration auction or
any other auctions will be subject to the same financial
assurance requirements as an annual FCA

 Existing Participants offering into any FCM auction will be
checked to verify that they are not suspended. If
suspended they will not be allowed to participate in the
FCA

 Bilateral Transactions — TBD if there is a need for
additional financial assurance requirements (these will be
price and MWs in the FCM)

FCM New Resource Qualification Forum - October 15, 2007
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Background

* The Forward Capacity Market (FCM) Market Rules
requires Qualification of the following Resources prior to
part|C|pat|on in a Forward Capacity Auction (FCA) :

» Existing Capacity (Including Intermittent, Imports and Demand
Resources)

» De-list bids (Permanent, Static, Exports, etc...)

* New Resources (Including Intermittent, Imports and Demand
Resources)




New Generation and Import Capacity
Resource Qualification

Second Annual Forward Capacity Market Qualification
Forum




About the Presentation

« Market Rule 1 Section 111.13.1. Forward Capacity Auction
Qualification defines the qualification process and is the
foundation for the slides within the presentation.

— For your convenience, the references to this section of the
Market Rule will be displayed in the upper right corner of the slide
in the following format:

— This is Referencing Market Rule 1 Section 13.1.1. New
Generating Capacity Resources.




What is New Resource Qualification?

« Potential New Capacity Resources must submit, no later
than the relevant qualification deadlines, documentation
indicating it's ability to operate at a specific MW value for

the relevant Commitment Period

— ISO-NE will evaluate this information to confirm that the
Resources will be able to provide capacity for the Commitment
Period

« Qualification Criteria are different for each Resource
Type

 New Resources will be qualified for a specific MW value
for a specific Commitment Period




Objectives of the New Resources
Qualification Presentation

 Present the Qualification Timeline
 Discuss the elements of the Qualification Process

 Present Particular Qualification Issues for
— Intermittent Resources

— Imports
« Milestone Monitoring of Successful Auction Participants




Definition of New Capacity

* A Resource that has never been “listed” as a Capacity

Resource (counted as Capacity) in the New England
capacity markets

* Imports (other than “Multi-Year” Imports)




Definition of New Capacity (cont)

« Certain Modifications to Existing Capacity Resources:
— Up-rate (> 20% or > 40MW)
— The entire Resource is treated as New
— Re-power (>$200/kW invested)
— The entire Resource is treated as New

— Environmental Compliance (>$100/kW invested)
— The entire Resource is treated as New and >$200/kW invested

— Incremental Output (> 2% of Seasonal Claimed Capability)
— Only the increment is treated as New

— Re-establishment of Capacity De-rated for > 3 Years
— The Capacity being Re-established is treated as New




Qualification Process
Overview & Timeline

ISO New England Inc.




Qualification Process Overview

« Two major information submittals are required for
qualification of New Capacity Resources

e SOl Form

— Contains sufficient information to perform preliminary analysis of
the effect of the proposal on the New England system

— Will include attachments as necessary

* New Capacity Qualification Package

— Contains sufficient information to assess the viability of the
project

— Will include attachments as necessary




Key Steps in the Qualification
Process New Resources

« SOl Form (9/18/2007 — 11/14/2007: 2nd FCA)

— Allow any and all interested Project Sponsors to submit a SOI
Form

— Applicable to new generation projects, new intermittent
resources, new demand resources and new imports

— A SOI Application is still required if an Interconnection Request
(IR), as defined in Schedules 22 and 23 of the ISO Tariff
(LGIP/SGIP - Large/Small Generator Interconnection
Procedures), has already been submitted

— Verification of Site Control must be included in the SOI
Application




Key Steps in the Qualification Process
New Resources

* Project Sponsor submits Qualification Process Cost
Reimbursement Deposit (within 10 business days of

Invoice)

— For all completed SOI forms, the 1ISO will send invoice for
payment of the Qualification Process Cost Reimbursement
Deposit

— The invoices will be sent in early December, 2007

— The invoices will be due within 10 business days of the date of
the invoice

* ISO Performs Initial Interconnection Analysis (12/1/2007
— 8/1/2008)

— Perform Initial Interconnection Analyses to analyze the effect of
the proposal on the New England system

FCM New Resource Qualification Forum - October 15, 2007
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Key Steps in the Qualification Process
New Resources

« Project Sponsor submits Qualification Packages (Due 4/29/2008)

« |SO Reviews Qualification Package (4/29/2008 — 8/1/2008)

— Critical Path Schedule to verify that the resource will be declared
available for commercial operation no later than the first day of the

Commitment Period
— Other information if applicable
* Project Sponsor becomes an ISO Market Participant (Due

7/16/2008)
— Project Sponsors are encouraged to become Market Participants as

soon as possible
— The process can take several months
— ISO Market Services Dept. offers assistance with this process




Key Steps in the Qualification Process
New Resources

« |SO sends Qualification Determination Letter to the Project
Sponsor (8/1/2008)

— Wil indicate whether participation in the FCA is accepted or denied
— Based on information in steps 1-5

* Project Sponsor Submits Financial Assurance (8/15/2008)

— Due within 10 business days of release of the Qualification
Determination Letter described in step 7

— $2/kW for each Qualified kW

— Deposit shall be provided in a form acceptable under the terms of the
Financial Assurance Policy

— Project Sponsors that wish to withdraw and not submit Financial
Assurance must do so 3 Business Days before the deadline to submit
Financial Assurance




Qualification Process Timeline —
FCA 2011 2012

9/18/2007 - 11/14/2007
Show of Interest
(includes submission
of site control)

3/14/2008
Existing Capacity
Qualification Deadline

Includes Submission
of
Static De-list Bids,
Permanent De-list Bids,
Export Bids

2/14/2008
ISO Notifies
Existing Capacity

Of Qualified MWs  1}/15/2007 - 9/1/200
Qualification Revi

4/29/2008
New Capacity
Bid Qualification Deadline
(Critical Path)
Includes Submission
of Offers < .75xCONE

Offers Composed of

8/15/2008
Collect
Financial
Assurance

Separate Resources

From Accepted

Deadline New Capacity
12/1/2008
7116/ 20_0‘? Conduct
Market Participant ECA-2

Status Deadline

4 Y

-

-

Post
New England
Power System

Topology
11/14/2007

ISO Posts
Existing Capacity
Static De-list Bid,

Permanent De-list Bid
And Export Bid
Information
3/19/2008

SAEN

ISO Notifies FERC 5 Business Days Following
New Capacity Filing Completion of FCA
Of Qualification 9/2/2008 Return

Acceptance/Denial
And
Disposition of
De-List Requests
8/1/2008

Financial Assurance
to New Capacity Not Selected
In FCA




Some Key Deadlines - FCA 2011 2012

Deadh_ng_ FCM Related Deadline Date FCM Requirement
Responsibility
Project . o .
s 9/18/2007 - 11/14/2007 New Capacity Show of Interest Submission Window
ponsors
Proiect The Qualification Process Cost Reimbursement Deposit must be received
s orisors Late 12/2007 or early 1/2008 by the ISO no later than 10 business days after the ISO issues an invoice for
P the Qualification Process Cost Reimbursement Deposit
g rled 4/29/2008 New Capacity Qualification Deadline
ponsors
Project 4/29/2008 Composite Offer Deadline
Sponsors
Deadline for ISO New England to review the modeling assumptions and
1SO 2/2/2008 resulting Installed Capacity Requirements and the Local Sourcing
Requirements with the Governance Participants, the state utility regulatory
agencies in New England and, as appropriate, other state agencies.
Proiect Deadline for Project Sponsor to make a reduction in capacity made to a
Spo risors 7/3/2008 project described in a New Capacity Show of Interest Form or New Capacity
P Qualification Package
Project 7/16/2008 Market Participant Status Deadline
Sponsors

ISO newengland
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Some Key Deadlines - FCA_ 2011 2012 (cont.)

Deadh_ng_ FCM Related Deadline Date FCM Requirement
Responsibility
ISO 8/1/2008 Qualification Determination Notification for FCA
Project A Project Sponsor may withdraw from the qualification process at any time
Sponsors 8/12/2008 prior to three business days before the submission of the financial
assurance deposit
Project 8/15/2008 Collect Financial Assurance Deposit from Accepted New Capacity
Sponsors Resources
Project Sponsor must allocate its New Generating Capacity Resources,
Project 8/15/2008 New Import Capacity Resources, and New Demand Resources accepted in
Sponsors the qualification process for participation in the Forward Capacity Auction
into one or more bidding groups
Deadline for a Project Sponsor to notify ISO New England in writing the
intentions to elect to designate all or a portion a New Generating Capacity
Project 8/15/2008 Resource or an Existing Generating Capacity Resource as a Self-Supplied
Sponsors FCA Resource. Project Sponsors who are not the associated load serving
entity, must provide written confirmation from the load serving entity
regarding the Self-Supplied FCA Resource designation.
ISO 9/2/2008 FERC Filing ( Installed Capacity Requirement (ICR) included in Filing)

ISO newengland
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Some Key Deadlines —

FCA 2011 2012 (cont.)

Deadline
Responsibility

FCM Related Deadline Date

FCM Requirement

ISO 12/1/2008 Conduct FCA
Project 12/2008 By 12 Noon on the day notified by Winning bidders must notify the ISO to acknowledge their receipt for the
Sponsors the ISO of their winning bid obligation notification
12/2008 By 12 Noon on the next business Auction Manager Certifies the Auction implemented in accordance with
ISO day after ISO New England has received the Market Rule 1, ISO New England's obligations to FERC and the FCA
bidders acknowledgments Auction Manual
12/2008 4 Business Days After Receiving For New Capacity Resources that did not clear the Auction ISO New
ISO written Request from Designated FCM England may return FCM Deposit to Designated FCM Participant, per the
Participant terms of the Financial Assurance Policy
Project 12/2008 5 Business D.ays after the Payment Deadline for awarded FCA MW for Financial Assurance, as
Sponsors announcement to Designated FMC defined in the Financial Assurance policy
Participants of their kw of awarded Capacity '
ISO 12/2008 No later than 7 days after the ISO New England Posts the Clearing Prices and the Aggregate Supply
issuance of the Certificate for the Auction. Curves for each Capacity Zone modeled in the Auction.
Project Updated Critical Path Schedule Report due to ISO New England for Project
1/15/2009
Sponsors Sponsors of New Resources
FCM New Resource Qualification Forum - October 15, 2007
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Show of Interest (SOI) Form

ISO New England Inc.




New Resource Qualification

* For aresource to qualify as a New Generating Capacity
or New Import Capacity Resource, the resource’s Project
Sponsor must make two separate submissions to the
ISO:

— First, the Project Sponsor must submit a New Capacity SOI
Form during the New Capacity SOl Submission Window

* The SOI Window closes on 11/14/2007 for the 2nd FCA
— Second, the Project Sponsor must submit a New Capacity
Qualification Package no later than the New Capacity
Qualification Deadline




Show of Interest (SOI)

* New Capacity Projects that have not submitted SOI
applications during the submittal window will not be
qualified

« SOl application is still required even if an Interconnection
Request (IR), has been submitted under Schedules
22/23 of the Tariff (L/SGIP - Large/Small Generator
Interconnection Procedures)

* An Interconnection Request queue position is not
required at the time of submittal of the SOl Form

« The Project Sponsor is not required to be a Market
Participant at the time of submittal of the SOI application

FCM New Resource Qualification Forum - October 15, 2007
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SOl Form

 The SOI templates can be found on the ISO Web site:
— Markets> Other Markets Data > Forward Capacity Market
>Qualification
 http://www.iso-ne.com/markets/othrmkts_data/fcm/qual/index.html

« Form should be submitted electronically, upon completion, to
custserv@iso-ne.com

— Demonstration of Site Control is required with the SOI Application




Resources Active in FCA 2010 2011

* New Capacity Resources that have qualified for, and
intend to participate in, the FCA 2010 2011 must still
submit a Show of Interest form by 11/14/2007 if they wish
to participate in the second Forward Capacity Market
auction FCA 2011 2012 as a New Capacity Resource

— These resources do not need to submit an additional
Qualification Process Cost Reimbursement Deposit

 New Capacity Resources, or portions thereof, that do not
clear in the first FCA 2010 2011and that do not submit a
Show of Interest form for the second FCA 2011 _2012
will not be eligible to participate in FCA 2011 2012

FCM New Resource Qualification Forum - October 15, 2007
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Resources Active in FCA_ 2010 2011

 New Capacity Resources that withdrew from qualification
for the FCA 2010 2011 and New Capacity Resources
that did not qualify for FCA 2010 2011 may submit a
SOl Form for FCA _2011_2012 by 11/14/2007 if they
wish to seek to qualify for that auction




SOl Form - Contents

* Project Sponsor’s contact « Project address or location,
information and if relevant, Asset ID

* Project Sponsor’'s Market number
Participant status if any « General description of the

« Status of the project under the project’s equipment type and
Large/Small Generator configuration (Identify if Re-

Interconnection Procedures,
* Project Name and Type

« Capacity (Max & EcoMin in
MW) of the proposed New

powering, Environmental etc.)

« Simple location plan and
simple line diagram of the plant
and facilities

Capacity > |
- Project's expected commercial *  Other specific project data as
operation date and desired set forth in the blank New

FCM Commitment Period Capacity SOl Form




Blank SOl Form

| B » ] new england Rewv §, September, Z007T

Forward Capacity Market
lication - Hew and Modified Generation & Iimport Capacity Resources
For Capacity Commitment Period Beginning 0501 72207 1

Show of Interest Ay

Instructicons for this form can be found by clicking the Form Instructions worksheet tab helow.
Email the completed Show of Interest Form to custseri@@iso-ne.com by the Show of Interest sumittal Deadline.
4. 150 Hew England Customer Information:

Does the Project Sponsor hawe an IS0-MNews England Customer 1IB7 Choose Wes or Mo

If wes, enter ywour Customer D&

If no, enter the following: Froject Sponsor Company RName:
Streset Address:
ity s T o
StatesProvinoce:
Fipp Codde:
Fir=st FMame of Contact st Project Sponsor Company:
Last FMame of Contact st Project Sponsor Company:
Fhone RHMumber of Cortact st Project Sponsor Company:
E-Mail of Contact st Praoject Sponsor Company:

Z. Project H e and Status Another OGualification Process:
Enter the Project Rame: | |

I= this Showe of Interest form for a Praject that is active in the qualification process for the first Fo ard Capacity Auction (FCL-107
Choose Yes or o If we=s, enter yvour FCA-1 Project 1ID#:

O ——— K
F. Show of Interest Project Type:

Select the Project Type: [Mewwy Generation = or = 2O N

4. The project has the following status under the Large Generator Iinterconnection Procedures (LGIP) or Small P[’OJeCt Sponsors Should enter
Generator Interconnection Procedures (SGIP):

The Praoject has submitted an Interconnection Regquest [ (=] Enter the Ciueus Position #: |:I The”' PrOJeCt ID from

The Praoject has an executed Feasibility Study Agresemenit {5 =]

The Praject has an executed Sy=tem Impact Study A gresment [ (=] H

The Praject has an executed Interconnection Lgreement [ ] FCA—201 1—201 2 If

Applicable

5. CGualification Process Cost Reimbursement Deposit calculation:
Ba=sed on the information provided abowve the Gualification Process Cost Reimbursement Deposit for this Praoject is:

F25,000.00

FCM New Resource Qualification Forum - October 15, 2007
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Site Control

+ Site Control must be submitted electronically with the
SOl Form (attached to the email submittal)

« Site Control requirements are the same as those used in

the Large/Small Generation Interconnection Procedures
(ISO-NE Tariff Schedule 22 & 23)

« Site Control is not required for resources that have
previously been counted as capacity (i.e. Repowering
projects, Environmental compliance projects, Incremental
upgrade projects)




Site Control

« “Site Control shall mean documentation reasonably
demonstrating: (a) that the Interconnection Customer is
the owner in fee simple of the real property for which new
interconnection is sought; or (b) that it holds a valid
written leasehold interest in the real property for which
new interconnection is sought; or (c) that the
Interconnection Customer holds a valid written option to
purchase or leasehold property for which new
iInterconnection is sought; or (d) that the Interconnection
Customer holds a duly executed written contract to
purchase or leasehold the real property for which new
interconnection is sought.” Definition from Schedule 22 of
the ISO Tariff
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Qualification Process Cost
Reimbursement

* Mechanism to recover costs of FCM qualification tasks

 Actual costs of ISO review (under-collection invoiced,
over-collection refunded) reconciled upon later of first
day of Commitment period or date of commercial
operation

* Less analyses may be performed (and the fee will be
reduced) if applicant has already completed all/most of
their LGIP/SGIP studies

« Reimbursements credited to ISO’s revenue requirement
under Tariff Section [V.A

FCM New Resource Qualification Forum - October 15, 2007
ISO newengland © 2007 1ISO New England Inc.

87



Qualification Process for Cost
Reimbursement

Including Up-rates,
Re-powering,
Environmental
Compliance &
Intermittent Power

Including Up-rates,
Re-powering,
Environmental
Compliance &
Intermittent Power

Resources outside the
New England
Control Area

Resources Resources
$25,000 $7,500 $1,000 $3000 $500
New Demand Resources
With Executed Feasibility | With Executed Feasibility :‘natEi’i‘sﬂ;”d tpon
Study Agreement Study Agreement Demand Igesource
or System Impact or System Impact with no material
Study Agreement Study Agreement changes to the
resource
$15,000 $6500 n/a $500 n/a




Rules for Modifying SOI Forms

« After submission of a New Capacity SOl Form, material
changes (as defined in Section 4.4 of Schedule 22 of
Section Il of the Transmission, Markets and Services

Tariff) may not be made to the information contained
therein

* A New Capacity SOI Form to which a material change
has been made shall be considered withdrawn




Rules for Modifying SOl Forms (cont))

» Material Modification (not permitted)
— Increase in Output

« Potentially Material Modifications

— The following modifications may be material — The Project
Sponsor may request that the ISO evaluate whether such
modification is a Material Modification

* A change in the generating equipment configuration
* A change in the interconnection configuration

* A change in Importing Interface (Imports)

« A change in equipment technical parameters




Rules for Modifying SOl Forms (cont))

* No change that may result in a reduction in capacity may
be made to a project described in a New Capacity SOI
form or New Capacity Qualification Package after
7/2/2008 (30 days before the Qualification Determination
Notification Date)




Can New Resources Withdraw
from Qualification?

* A Project Sponsor may withdraw from the qualification

process at any time prior to three Business Days before
the submission of the financial assurance deposit by
providing written notification of such withdrawal to the

ISO (i.e. New Resources may withdraw up until
8/12/2008)

Any withdrawal shall be irrevocable

The Project Sponsor of a withdrawn application is subject
to reconciliation of its Qualification Process Cost
Reimbursement Deposit




FCM Qualification — Initial
Interconnection Analysis

ISO New England Inc.




From the Settlement Agreement...

« “While a full and completed System Impact Study (SIS) is
not a requirement to participate in the FCA, at a
minimum, initial interconnection analysis is required. The
ISO and the Reliability Committee shall work out
specifics with respect to the performance of such initial
iInterconnection analysis and selection criteria (including
auction details) for multiple projects when only a subset
of such projects can be selected in the FCA due to
overlapping interconnections impacts”. SA Il.B.3.c

FCM New Resource Qualification Forum - October 15, 2007
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Initial Interconnection Analysis

« |ISO shall perform an initial interconnection analysis and
shall determine the amount of capacity that the resource
could provide

 Include, but not limited to, a power flow analysis and a
short circuit analysis

 If the ISO determines that the interconnection facilities
and upgrades identified can not be implemented before
the start of the Capacity Commitment Period, the New
Generating Capacity Resource’s summer Qualified
Capacity may be adjusted or the Resource may not
qualify




ISO-NE Planning Procedure 10

« Approved by the NEPOOL Participants Committee in
September 2007

« Contains Procedures for the following:
— Base Case Development & Network Topology

— Standard for Direct Connect Review
— Standard for Initial Interconnection Analysis
— Standard for Overlapping Impact Analysis

— Guideline for determining if upgrades can be completed in time
for the Commitment Period (Appendix F)




Direct Connect Review

 Ability to connect the resource to the point of common
coupling (Interconnection Point)
* Focus is on cases of longer distances
— Uncertainty of actual Interconnection Point
— Right-of-way issues
— Land Ownership Issues
— Terrain/Obstacles

— Permittability




Initial Interconnection Analysis

* Assess the ability to interconnect by the start of the
Capacity Commitment Period subject to a Minimum
Interconnection Standard

— Thermal Power Flow Analysis
— Short Circuit Analysis

« Uses Large Generator Interconnection Procedure result
whenever available

* For the FCM, if qualification is restricted due to Initial
Interconnection Analysis, the threshold is:

— Where the upgrade(s) cannot be completed in time for the
Commitment period

— Where upgrades can be completed in time, the generator will be
qualified and the generator will be responsible for the upgrades
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Overlapping Impacts within FCM

* New Qualified Capacity must be incrementally useful —
must provide an additional capacity benefit

* New Generation is analyzed for Overlapping
Interconnection Impacts during qualification

* For the FCM, if qualification is restricted due to
overlapping impacts, the threshold is:
— Where the upgrade(s) cannot be completed in time for the
Commitment period

— Where upgrades can be completed in time, the generator will be
qualified and the generator will be responsible for the upgrades

— |f applicable the resource may be partially qualified to participate
in the FCA up to the amount that the resource can operate
without fixing the observed violations
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Overlapping Impacts within FCM (cont)

« Where multiple New Generating Resources cannot be selected
because they overlap with each other:

Interconnection Queue order is used to choose between the overlapping
generators

For example, if the generator under study was the fifth in the
Interconnection Queue, the generators that have a higher
Interconnection Queue position that are seeking qualification for the
Forward Capacity Auction will be included within the analysis

The new unit under study, will be responsible for those overloads within
or neighboring the Load Zone to which it is electrically connected but will
not be responsible for upgrading interfaces that form the boundaries
between existing Load Zones

An ongoing, stakeholder process is underway to reevaluate the
interaction of the generation Interconnection Queue and FCM
Qualification






