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Date:

November 28, 2007

To:

NEPOOL Participants

From:

Cheryl Arnold, Controller

RE:
Modification to the Risk Threshold for Financial Assurance calculations for the Annual FTR Auction effective for the years beginning 2008

At the November 19, 2007 NEPOOL Budget & Finance Subcommittee meeting, the risk threshold for the annual FTR auctions was revised from 67% for the 2007 Annual FTR Auction to 75% for the Annual FTR Auctions effective for 2008 and beyond.  
This change stems from discussions held this year in the March/April timeframe by a NEPOOL Budget & Finance Subcommittee Tier 2 working group, which was tasked with determining among other things, the risk threshold for the Annual FTR auction for 2007.  This discussion and determination of a risk threshold was necessary to implement the Tier 2 Financial Assurance Policy changes that were effective June 6, 2007.  During these working group meetings and as reported out to the Budget & Finance Subcommittee on May 14, 2007, it was reported out that 67% would be used for the risk threshold for the 2007 Annual FTR Auction and that the working group would be reconvened to determine the 2008 value for risk threshold.  It was again noted at the August 13, 2007 Budget & Finance Subcommittee meeting, during the review of the results of Tier 2 changes to the Financial Assurance Policies, that the ISO would be reconvening the working group to discuss the upcoming annual risk threshold.  Ultimately, the decision to revise the risk threshold from 67% to 75% was the result of an October 24, 2007 working group discussion.
