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Message From the Chairman

Astha old adage goes, tha only constant is change. Nowhera
5 thal more true than in the world of anergy and alectricity
markels in New England. We have seen the profound
and fundamental changes in markel design over tha lasl
few years represented by Slancdard Markel Design and
the Forward Capacity Market, and the region is anxously
awalting the first FCM auction in February 2008, While
thosa substantial changes have bean going on, the Mew
England stakeholdars and IS0 Naw England have baen in
a constant slale of change, dealing with market design and
administration issuas to makes incremantal improvaments 1o
the larger market frameworks

Calendar year 2007 saw a conlinuation of the ssemingly
endlass improvemends and initlatives 1o address evolutions
in the Industry. This Annual Report highlights the 2007
efforts that, with the banefit of two years as your NEPOOL
Chairman and the comifort of forecasting the fulure as an
aulgolng Chairman, | pradict will continue throughout 2008

Amang the larges! upcoming challenges for the region is the
increasing pressure for minimizing environmeantal impacts of
tha electricity industry, especially amissions of graenhouse
fgases, The New England alectricity markels are basad on
a pramise of achieving a least-cosl energy supply for the
reglon, through ecanamic dispalch and through lenger-term
economic incentives for wiser enargy consumplion and
appropriate supply-side investmenl.  Increased focus on
climate change with tha resulting pressure on the alectricity
syslam 1o reduce grasnhousa gasas will add 1o the alraady
large challanges we currantly face with high fuel prices and

volatility. In short, tha region is confronlad with tremeandous
challenges for the slakeholders and policy-makers in the
Mew England region.

Thosa and other challenges underscore the increasingly
high iImporance of sirong and effective communications and
relationships with the 150 and the New England govemors
and regulators. Thosa relationships continue 1o be posilive
and strong, and provide a solid foundation for managing
futura changa.

Through all of this, the NEPOOL stakeholder process
has proven time and again to be a powerful and effeclive
means to manage thal change. And as we move forward,
the challenges will continue 1o arisa, markals will need 1o
continue to avalve, and | am confident that NEPOOL will
continue 1o provide the forum and the will 1 find the most
afficient solutions to managa the inavilable changas, in the
best interasts of the people of New England

Sincarely,

T ). Pl

Pater O, Fullar
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Im 2007, NEPOOL continuad to bring procedural ordar 1o the unrelanting pace
and scope of change In Mew England's transmission and wholesale power
arrangamanis. NEPCOL Is the vahiclke far managing informead and meaningful
stakaholder input and resolving differences among market paricipants and with
state regulatars on these changes

When 150 Mew England (150) became the regional transmission organization
for Mew England two years ago, it assumed independant authonty over reglonal
transmission and market arangements. That authorty was surmendered to
tha IS0 by NEPOOL but with a binding and enforceable commitrment by 150
to use the NEPOOL slakeholder process for deliberating changes fo these
arrangemeants. That stakeholder process built upon cver 30 years of successiul
collaboration and decision making in Mew England. Adding to that expariance
and success was over six vears of teaming with the 150 to kentify appropriate
improvements 1o the regicnal transmission and market arangements. Further,
150 and market participants agreaed that if the stakeholder process 15 unabla to
achiave an outcome that is supporiad by both the IS0 and NEPCOL, NEPOOL
retained the nght to have its changes to market arrangements consldenad with
the same waight and authority as 1IS0-proposed changeas.

The success of the NEPOOL stakeholder process for managng chanige
depends on:

= adaquale prior notice,

+  lransparsncy ol information,

* opanness in maetings and considaration by the 150 and membars of all
views, and

+ g commitment to seeking broadly supported solutions to problems
identified with the current arrangements.

Success depands also on the commitrmeant by the 130, the markal participants,
and state regulators and officials o participate fully in the process, and tha
insistence by the FERC that, absent exigent clrcumstancas, the NEPOOL
stakehodder process be used befora the FERC will consider any proposals for
changes to regional transmission and wholesake market arrangamants.

WEPOOL continued s success in managing change in 2007, As described in
greater detall in this raport, the year began with efforts to shepherd 150's proposed

rules for implementing the new Forward Capaclty Market (FCM) through the
stakeholder process, and FOM implementation efforts continued throughowt the
yaar. The NEPOOL stakeholder process provided the vehicle for kdentifying and
then working through setiement of changes to compansation far VAR support In
MNew England. It provided the means for stakehelder consideration and input on
the rellability and cost allocation recommendations for every major transmission
upgrade project in the region. The MEPOOL change managemant process
was used 1o finalize regional changes In response to the FERG's Inftiatives
tor modified system planning, long-tarm fransmission rights, and streamlined
and simplified interconnection arrangements. Late this year, NEPGOL, In its
change management rede, Initatad educational efforts for all Interestad entities
on the Reglonal Gresnhouse Gas Intlative (REGI), bullking on the successiul
collaboration batween regulators and market participants on implementing and
tracking efforts 1o satisty renewable portfolle standards, Also, it conslderad and
supported Implementing arrangements for the creation and funding by the New
England states of the New England State Sommittes on Electricity (MESCOE)

The 2007 experiences proved again the wisdom of 150, stale regulators,
and market parbcipants in maintaning an independent and organized
stakeholder process 1o vette changes 1o regional transmission and wholasale
market arrangements befora they are presented for final reguiatory approval
and implementation. The IS0 demeonstrated consistent commitmeant to the
participant processes. and genarally provided in its business planming the e
needed 1o completa that change process.

Market panicipants, while cleady tired of the unmelenting pace of change, were
prepared for and engaged In the stakehclder process. Inalmost all instances,
they worked diligently to understand both the 1IS0's propesals and positions
that had been circulated before the NEPOOL mestings and the diverse,
and frequently conficting, views of thelr NEPOOL colleagues. Thay worked
together to find commen ground and broadly supported solutions.
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NEFPOOL 2007 - Managing Change continued...

For thidr par. the state requatons in 2007 increasad thelr leval of engagemant
and Involvemant in the NEPOOL stakeholder process, and worked within
that procass to finalize a plan for the creation of NESCOE. A key mission
of NESGOE Is to collaborate with stakeholders in reprasenting the interesis
of Mew England's citizens, and NESCOE Is committed to achieve thal
collaboration within the NEPOOL stakeholder process, agresing to function
as a non-voting membear of NEPGOL

As suggesied by the MEPOOL Chalman, the list of pending and proposed
changes to tha markets and the bulk power systam in the reglon leaves no

Collaboration With Regulators

MEFCOL's success In managing change s enhanced by active and informed
participation of state regulatars. Gratityingly, state regulators through the Maw
England Confarance of Public WMilites Commissionars (MECPUC) mada swuch
participation a pricrity In 2007, With the leadership of NECPUS Prasidents
Connaeclicut Commissioner Anne George through September and Vermaont
commissionar John Burke In the final quarer of 2007, NECPUS provided
regulatory perspective and Input into many of the key changes considerad by
NEFPCOL. On key working groups, state regulators also provided crganizational
lsadership through sarvice as working group officers or on stearing committass
Executive Director Bl Nugant confinuad to help coordinata that participation,

doubd that the pace of changa will not slow,.  Equally cartaln |s thal NEPCOL
will continue to be a succassful vehicle for managing change given the
demonstrated dedication of the 150 to honor its commitment to the NEPOOL
stakehalder procass, the perseverance of market paricipants to remain fully
Imyolvad Im that collaborative process, and the efforts of state regulators and
leaders to infom and organize their partcipation in the stakeholder process
through NESCGOE

Tha plans to enhance stata parlicipation through NESCOE weare finalized in
2007. NESCOE s intended, with a dedicated staff, to provide full and informed
participation by the sfates in the NEPOOL process, reflecting nol only the
parspectves of economic regulators in all six of the New England states, but
also anvironmantal regulators and govarnaors of each of those states. A funding
mechanism for NESCOE was supported by NEPCOL and approved by the
FERGC, and the remaining filimgs identified as necessarny to create NESCOE ware
complated in November. NESCOE s expeciad to ba operational in earhy 2008

State and federal regulators again this vear took advantage of many of the
MEPOOL Padicipants Committes mestings to interact with and provide thelr
perspectives dirsctly o Padicipants. Chairpersons, Commissioners and staff
of the state public utility regulatory commissions attended both the NEPOOL
wirter and summer meetings, and participated activaly in NEPOOLU's meatings
with the 130 Board, FERC staff members Kevin Huyler and Julla Tuzun ware
reqular attendees of NEPOOL mestings until Mr. Huder's reassignment and
Mz, Tuzun's metirement, and both will be missed. The FERC': continuing
active interest in NEPOOL Iz apparent from the participation since then of
Larry Gastelger, the Daputy Director of the FERC s Division of Tarffs & Market
Developments East Filings, and John Sillin, the Branch Chief of the FERC s
Oiffice of Market Monitoring Relations, as well as members of their staffs.
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NEPOOL Stakeholder Process
* Participans Agresment 1ISO newengland
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NEPOOL welcomead mearly 70 new Parlicipants as members in 2007, With
mere than 350 members, NEPOOL continues to expand all sectors of lis
membarship, adding both traditional and amernging market pamticipants from
the continuously avohling alactric Industry. WEPOOL and the IS0 raly on a
straamlined and efficiont membership process 1o Inttlate and integrate new
Particlpants into the Poal. A full list of all MNEPOOL Paricipants is included af
pageas 18 1o 19 of this Annual Raport.

The six governance sectors in which MEPZOL members partkipate include
genaration companles, transmissicn and distribution companies, municipal
utilities, wholesale power marketers and retall load aggregators, demand
rasponse providers and developers of altermative rescurces, and end users
NEPOCL's membership expanded in 2007 to add a number of financial marketars
[entifies that submit Increment Cfiers andfor Decrement Bids In the Cay-Ahead
Energy Market), end users seeking to participate directly In the New England

NEPOOL's Broad and Growing Membership

1 i i |
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Markats (Market Participant End Usars), and Alternative Resourca Providars,
In addition, with the implementation of the new Forward Capacity Market,
davalopers of capacity and other demand resources sasking to participate in the
first Forward Capacity Auctions became members, many undar new provisional
member arrangemants implamented by NEPOOL this year in responsa 1o the
changing composition of intarested participants

In tha face of the persistent increase in the number and diversity of members,
i1 s avan more cruclal to the success of the NEPOOL stakeholder process for
managing change thal Participants welcome and encourage new members to
become integral participants in the MEPOOL stakeholder processaes, and respect
and accommodate the perspectives of all membars, axisting and new, as [ssuas
are conskdered and resolved. To assist in this regard, NEPOOL will hold its first
formal orentation sesslon following the 2007 annwal mesting in Decamb-er,
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NEPOOL Committees Managing Change

MNEPOOL's Principal Committees Actions in 2007 Markets Committee - Changing
Wholesale Power Markets

E E *® dr &
Commitiee Meeting Days™ Votes The NEPOOL Markets Committes, which is charged with recommending
Participants Gommities 14 78 changes to the regional wholesale markets, maintained an intense paca of
activity through 2007, In early 2007, the Markets Committes complated its
Markals Committes 33 44 review of the key changas fo the Market Rules that were proposed by the 1S0
_ ) in order to implament the Forward Capacity Market, The Committes continued
Transmission Commillas i7 24 b review HI"H'I rF'.-f.-IE' mw F".-IIEF\I [hl'l'lll_fl'lﬂ'lﬂ thlﬁ VEar in I'II'I'IHF to r:nmrl-l':.r “'ilh
abd directions from the FERC, to improve and clarify the inffially recommendead
TiCFalsIY: Lemimatice " % Fules, and to address concems ideniified by Markel Pariicipanis and
*projectad and of year Requlators as the new capacity markel began to take shapa. Amaong the
“*as al Movamber 20, 2007 recommended changes were changes to ephance the ability of seasonal

demand resources to paricipate in the new capacity marked

-'1135' ;;E'

Inother markats, the Committes recommended approval of changes o the nules
tor allocating charges for Local Second Contingancy Protection Resources
which had been developed in order o sattle disputes over the allocation of
such chameas for southeast Massachusetts oparations. The Commitiea also
considered and recommendad further changas to the Locational Forward
Reserve Market, To enhance padicipation in the Mew England markets by
extemal resources, tha Markets Committes recommendead approval of rules for
evaluating restrictions on extemal fransacticns in Beal-Timea, for the creation
of a saparate interconnaction node with a fransmissian line to Long Island, and
for the inclusion of the Maine Electric Power Company transmission facilities
within the Pool's networked facilities

The Markets Committes is alse the key body for considering and voting on all
miles neaded for the oparation of the Generafion Information System (GIS)
In that regard, as descrbaed furher balow, to keep up with changing regulations
and desired improvements to the GIS, the Committes approved numerous
refinemeants to these ndes recommendaed by the GIS Operaling Rules
Wiorking Group
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Transmission Committee - Ghanging Hegi:}nal
Transmission Arrangements
Tha NEPOHOL Transmission Committes provided advisory input to 1SO-ME

and recommendations o the Parficipants Committes on several important
afforis during 2007, including the following

*  Comphance with FERC's Ordar Mo, 880 fo reform the Opan Access
Transmission Tariff;

=  Thea proposal 1o classify the Maina Elecinc Power Company fransmission
facilifias as Poal Transmission Facilities and include thair remaining
costs in ragional rales;

= The sattiement regarding the capacity cos! rale under Scheduls 2 of the
ISO-NE CATT lor VAR support;

*=  Final complance with thea FERG's ganarator interconnaction orders: and
+  Cosl alocation for VAR service,

NEPOOL Committees Managing Change continued...

Reliability Committee - Reliably Changing
the Bulk Power System

With the many propesed improvements and upgrades fo the region’s
transmissicn facilitias, the NEPOOL Reliability Committes was extramely busy
im 2007 considering and recommending to the 130 and Padicipants Committes
mumearous changes to the system and nibes and standards needed for system
cperations,  With input from a varety of task forces such as the Voltage
Task Force, the Stability Task Force, amd the Transmission Task Force, this
Committes recommendad Installed Capacity Requirements for 200052011 to
e used in the first capacity auction of the new Forward Capacity Market, which
the Participants Committee approved. The Raliability Committes reviewed
and recommendad several proposed changes to the Planning Procedures in
crdar to reflect the new Forward Capacity Markel, The Commitiee consideraed
and veted on many applications to medify the bulk power system in the region,
including fransmission reinforcements in Maine (Bumford-Woodstock-Kimball
Road Comdoen, Westem Massachusetts, inand around Stowe, Vamont, and
into Lower Southeasi Massachusetts. The Reliabilty Commitiee recommendead
during 2007 approval of generation interconnections for over 820 MWs of new
ganeration, including 412 MW of renewable resources, Itis alse the Committes
to provide io the 150 stakeholdar input on fransmission cost allocation wndar
the IS0 Tanff, voling in 2007 on propoesals to allocate over 3300 million in rew
transmission costs for the region
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NEFOOL Committees Managing Change continued...

Budget & Finance Subcommittee - Reviewing the
Cost of Change

Tha Budgal & Financa Subcommilles oversaw the financial aspects of the
changing markals, spant much of ik e in 2007 working with the 150 1o idantify,
racammand and implamant revisions 1o the Financial Assurance Policies relatad
le tha infroduction of tha Forward Capacity Market, the upcaming implamentation
al Lang-Term Hnancial Transmission Rights, and compliancs with FERC Order
Mo, B30 which required modifications ta all cpen access ransmission laniis.
Tha Subcommillas also reviawad and racommeandad changas o tha 150 Billing
Policy relatad 1o Meater Data Error adjustmants.

The Budget & Finance Subcommittes is the stakeholdar body lor considering
details and recommending the ISO and NEPOOL budgels, which are
substantially impactad by change. The two ISO budgets on which the
Subcommitles provides inpul are the IS0's operaling expensa budgel
and capital budgel. For the very first year this year, the Budgsl & Finance
Subcommilles also provided input to the IS0 on the inltial operaling budget
in 2008 and estimatad five-yaar spending plan lor the Mew England Stale
Commitlee on Electricily (NESCOE). the proposad regional slate commiliae
in New England. Also, the NEPOOL budgel Is asssmbled and recommendad
by the Budgsl & Finance Subcommilles and approved at NEPOOL's
annual meeling. MEPOOL's budgstl includas projections for the leas and
disbursameants of NEPOOL counsel and NEPOOL's Indepandent Financial
Advisor, NEPOOL commitles masling expensas, Review Board expanses he
axparsas lor NEPOOL s Ganaration Information Systam, the pramium paid tor
cradil Insurance cavaring cerain Markal Panicgpants, and amounts changed o ) A % "
MEPOOL Participants 1o reimbursa costs Tor load responsa aquipmeant.

IS0 Operating Budgeat $120,200,000 $123,200,000
The ftollowing are the 2007 budgels against which the Budget & Finance

Subcommilles compared actual axpandilures, and the proposed 2008 IS0 Capital Budget B20, 000,000 522 000,000

budgats considered and racommanded by the Subcomrmittes for each of IS0,

MESCOE, and NEPOOL- MESCOE EL-H]QN P, 914,000
MEPOOL Expense Budget 6,714,000 56,804 000
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NEFPOOL Committees Managing Change continued...
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ANOPR Working Group

This new Working Group was formed following the FERC's issuance of an
Advanced Motice of Proposed Rulemaking (ANOPR) on issues concemiing
regional transmission organizations. The Working Group had brief, intense
and wall-atiended meetings and recommendad comments for submission by
MEPOQOL in response to the ANOFR, Also, the Working Group generated
a numbar of other ideas on improvemanis to the NEFPOOL procass that are
being considered as appropriate by the NEPOODL Officers and Commitiess
Tha suggestion for a formal onentation session for new NEFOOL Participants,
which was mada by mambers of this Waorking Group, is baing implemented
in Decembar, Ancther suggestion for modified venues and enhanced
access for stakeholdars across the region has been acknowledged through
& commitment to fwo 2008 Padicipants Commities mestings in Vermaont, the
first ever Paricipanis Commitiee meeating in Holyoke, and continuad afforis
to maximize the ability of stakeholders fo paricipate fully by ftelephone in
MEPOOCL mestings

Cost Allocation Working Group

This group was formed in 2007 to idenlify and address proposals for the
allacation of Beal-Time Local Second Confingancy Prolaclicn Resource NCPC
Charges found in Markst Rule 1, in conjunclion with the Marksts Commilies,
This group also identified and addressed proposals for the allocation of cosis
in the 150 tanff asscciated wilh the oul of ment commitment and dispalch
of rescurces to provide voltage contred in both high woltage and low voltags
canditionss, The group’s recommandations on voltage controd were senl 1o
fhe Transmission Commillee in Seplember. The Cosl Allocation Working
Group is chaired by designated reprasentalivas from the 130, NEPOOL, and
MECPLULC,

Demand Response Working Group

The Damand Rasponss Working Group condinued to addrass effors relating o
the participation of damand responss resources and athar damand resources
inthe Forsard Capacity Markal, including the paricipatian of ssaasonal demand
rascurces. The Waorking Group also conlinued 1o evaluals the pafomancea ol
the pilat pregram , swhich stared in 2006, 10 assass whathar demand response
could oparals in the lorsard resamnia markel.
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NEFPOOL Committees Managing Change continued...

FCM Generator Interconnection Process
Stakeholder Group

This Stakeholder Group was formed in 2007 in order o consider whether there
was aneed to medify the infterconnection queus rules inlight of the new Forward
Capacity Market, The existing interconnection queue ndes, which genarally
apply on a first-come, first-served regime, were developed in Mew Englamd
years ago as part of the resolution of Eigaticn over the standards thal must
be applied in analyzing interconnections of new generalers, This Stakeholdar
Group, which has met five times already in 2007, is considering how those
niles might impact the results of the competitive auclions in the Forward
Capacity Market, The Group will work fo identify any desired enhancemeants
or medifications to these ndes to improve compsetition and economic efficiency
whila maintaining rediability, addrassing any transition issues and ansunng full
compliance with FERG standards for inferconnections. It is co-chaired by
representatives from the 130, NEPOOL, and MECGPUC Paricipants,

GIS Operating Rules Working Group

The NEPOCL Generafion Information System (G13) creates and manages
elecironic cerlificates represemting the fuel sowrce, emissions and other
attribuies of all the power settled in the 130's marke! setilemeant system, as
wizll 35 atfributes for certain behind-the-meter generators that are not setled in
the 130 System and certain renewabie generators that import power into New
Englard. These carfificaies form the basis for retail bill disclosures, renewakle
porifolio standard compliance, emvironmental frading and investiment incentives
in the Mew England states, The GIS is owned by NEPCOL and is oparated and
administered by APX, Inc. The GIS Operating Rules Working Group addresses
changes to the GIS.

In 2007, consistent with the cooperative relationship established betwean
MEPOOL and the Mew England state ulility and environmenial regulators, the
Waorking Group recommendad and the Markets Committes approved changes
to the GIS Operating Rules that accommeodated changes to Maine's existing
APS, as wall as the adoption of a new HPS in New Hampshire, Further, the
NEFPOOL Paricipants Committes approved changes that would provida for
the GIS to produce reports related fo “emissions leakage” under the Hegional
Greenhouse Gas Initiative (RGGI) and to acquire emissions data from the
L5 Environmental Protection Agency (EPA) for EPA-reporting generating
units, The changes will allow the GI3 to track data in 2008 on RGGH-aflected
units and non-RGGEI wnils o see whelhar emissions leakage is actually an
issua once RGGI is implemantad on January 1. 2008

Thie GIS now has 271 active accounts, with 6 of those secounts added in 2007
In addition, 649 approved generaiors heve registerad in the GIS, with 18 new
genarators joining in 2007. The GIS has created and managed over 127,938 248
certificates from the third quarter of 2006 through the second quarter of 2007,
and over 7,221,509 Renewable Certificates were created during the first and
second quartars of 2007

1
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NEPOOL Committees Managing Change continued...
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Information Policy Working Group

The Information Podicy Working Group confinuedtoaddress the issue of the ima
lag for release of bid data. The previcusly recommendad change 1o reduce
the fime lag from six to three months was re-filed by 130 and accepted by the
FERC in 2007

LTTH Working Group

This Working Group has been active with the 130 in the development of a
comprehensive design of a long-term firm transmission righis system in
response to the FERC's LTTR Final Rule

Meter Header Working Group

The Mater Reader Working Group met through cut the year to address proposad
changes thal affect the Mater Readers and thelr customers,  Much of this
Warking Group's efforts ware directed at supporting the changes neadad for
tha naw Forward Capacity Market and ensuring that meter data used for all
markats ware accurate.

Membership Subcommittee

Tha Membsarship Subcommillss ramained sxdramaly aclive durdng 2007,
mesting mondhly 10 review, considar and approve, pursuant o authorly
dalegatad o it by the Paricpanls Commilles, applications for MEPCOL
membsarship, and requests o lerminale Padicipant stalus. Through sady
Movamber, The Subcommiltas had approved B0 mambership appicalions (mnod
all ol which were complaied) and 33 requasts for lermination of MEPOOL
membarship, and had considersd several nolices regardingg changs in
organizational name or activity. 0 addilion, tha Membarship Subcommitles
and ralated Warking Groups proposad amandmants 1o expand the MEPOOL
Agresmant 1o includa COR-0Only, DRP-Ondy, Pravisional Mambers, and Dala-
Coly Paricipants as NEPOOL membars.
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NEPOOL Committees Managing Change continued...

Order No. 830 Working Group

This Warking Group assisted with the davelopment of all of the complance
changes fo the ISO-NE Tariff required by the Order No. 820 reforms to the
Open Access Transmission Tarff

Power Supply Planning Committee

This Committes is a key technical committes for providing IS0 and the Reliability
committes input on reglonal power supply planting issues. This Committas
consklers and makes recommendations on Installed Capacity Bequiremants
(IR, including Hydro-Cuebes Interconnacticn Capabliity Cradits, Maximum
Capacity Limis and Local Sourcing Requirements, for consideration by the
Raliakility Committes. This Committes reviewad and provided input on all
assumplicns into ICA and those related values for the Power Year that s 1o
begin on June 1, 2010, and end on May 31, 2011, The ICR and related valuas
approved by the FERC will form the basis for the first capacity auction that
the IS0 will administer in early 2008, The Commities also considered and
discussed proposed malntenance standards for generation in the Fonward
Capacity Market

Review Board Liaison Committee

The Haview Board Liaison Commiltes meats padadically wilh the Haviaw Board
o dantily devalepmants in the region and al FERG. In 2007, this Commitlas
axplorad proposals 1o increases tha polential valus addad by tha Haview Board.
A recommendation fram the Committas is 1o be considered al the annual
migaling ol ihe Participants Cammilles.
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Legal Proceedings

14

hange in New England cannot be accomplished without FERS review and acceptance of that change. Hustrativa of the intensity of changa, there wera more
tham 100 active legal proceadings Invalvimg reglonal Mew Englamd mattars in 2007, with a continuing focus on the Implementation of New Emgland's Forsard

Capacity Marke! and other market issues and improvements,

A review of those procesadings and their underlying chanoas highlighis MEFPOOL's successes in managing chanos by providing an effeclive vehicls to shape
regional consansus around 120 proposals following full consideration through the NEPOOL slakeholder process, The MEPCOL change managameni procass
conlinuwas to minimize the nead for confesied regulalory procesdings, with most proposals for Marked Rule and other Tarifl changes enjoyving the joini support of
MEFCOL and the |50 following consensus resolution of dispuied isswas in the Paricipant Processes, Where issues remained unresalved and were subseguanily
conlestad, many wera limiled and betlar defined as a reésull of consideralion in the Padicipant Processes, In conifrast, whars new proceedings invalved maiters
ihat weare not considersd fhrough the Pardicipant Procasses, naarly all of them were heavily confested and procasded o resolution sithar through Hligation or

sattlemant judge procedures,

+ O the over 100 active legal proceedings in 2007
b 60 weare resolved entirely within the Participant Processas
b 21 wwere contesied but resolved through papsr hearngs
b 13 were BMR Agraement-ralated procesdings
P4 were rasolved through oF are in ongoing hearngs of salllamant
proceadings
b Bwera Fulemaking proceadings
=  The uncontasted proceadings arising oul of changas managed through
the Parficipant Processas included the following
t  FCM-Related Financial Assurance Policy Changes
b Trealment of De-List Bids Rajectad for Reliability Reasons
b Claim 10530 Changes
b Information Policy Bevisions - Decreasa in Lag in Bid/Offer Data
Posting
b FAP Amendments Revising Treaiment of Cormporale Guaranties
Following Late Payment
r Market Rule Changes Suppording Demand Resource IBCS
Paymenis
b Addition of Morth East Beliability Intercennection and Ciher Changes
+  Proceadings resolvad or in the midsl of hearing or setilemeant in 2007
includa:

b Schedule 2 VAR Suppont

v SEMA Sattlemant
v Various AMR Agreaments

* Proceedings conlastad bul resclved through or during papsr haarings
include:

*  FCM Market Rules
P NSTAR Complaint Regarding HQICE Treatmant During FCM
Transition Perlod
v 2007 Admindstrathve Costs Budget
o 20072008 Power Year ICH Valuas
*  MEFCO Roll-in
» MESCOE - New England REC Fomalion and Funding
=  AMR Agraements
v 12 FERC dockets were aclive during 2007
o Bwaere resolved through setflement
b 4 weara tamminated following satilement or FERC ordar rajecting
rehaaring (Braintres)
» 3 ramain subject of ongoing sattlement judgs proceedings
MEPDOL counsel summand2as for membears aach month tha legal procaedings
ralating to Mew England matiers and davelopmanis in thosa procaadings Tor
tha prior manth. A full lisling of the legal proceadings thal wers acliva in 2007
i% included al pages 16 1o 17 of This Annual Bepo.
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Appeals

Ancther aspact of New England's evelving wholesale power arrangements ara ragueasts 1or judiclal review of FERC's declslons. There ara currently 13 appeals
conceming a broad range of Issues currantly pending before the United States Court of Appeals for the Distict of Columbla Clreult,  Within the past eightean
manths, the Court has considerad or has baen asked to consider the quastion of jurisdiction as batwean the FERGC and the states with respact 10 Mew England's
Installed Capacity Beguiremant, FERC's approval of the Forward Capacity Market sattlemeant; FERC's approval of pre-SKMD bid mitigation agraaments, FERG
ondars regarding specific AMBE agreemeants; and FERC orders conceming the IS0 budget.  In these appeals, NEPOOL has elther diracily briafed or supported
others in brigfing issues of Intarest 1o the organization the Court has been asked 1o reviaw,

Appeals of FERC Orders

G Circuit Court
Urocked

0d4-1335 consol.

051411

05-1382/3
061044
0E-10689
OE-1312
06-1:351
061403 consol,

07=1130

a7-1270
OF-1375
DF-1372/80
07-1480

Appellant|s)
Braintraa, Haading,
Taunton; MMWEC
CT DPLIC

Maine PLIC, NSTAR
CTOPUG

Bridgapor Enangy
khyvstic Development
MMWED

MPLC: CT AGMA AG

CT AG

CTAG
CT DPLIG
HCWE
CTDPUC

FERC Order Appaalad
|50 2005, 2006, and 2007 Adminisirative Budgsls
(EAD4-121; ERDG-134; and ERDEG-84)

Installed Capacity Requiremeants (ICAs)
20052006 (EROS-T15)

Eid Mitigation Agreamants (ELD1-23)
PZEG BMA Agreement (ER0S-231)
Eridgapor AMB Agreameant (ERO5-811)
khystic AMB Agreemeant (EROG-42T)
hyelic HMA Agreamant (ERDE-427)

FCM Saetbemant/Transiion Pariod Fulas
(ERQ3-563; EROG-1465)

Caomplaint Bagarding Cost-of-Sarvica Compansation
lor CT HMA Aasourcas (ELOS-150)

Kltord RMRE Agreement (ERDS-163)
ICH-Relaled Markat Hulas (EROT-365)
FOM Market Rules {EROT-546)

ICHs 2007/2008 Powear Year (ERQO7-855)

15
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FERC Proceedings

16

OAaI7-237
ELD1-93
ERC2-2330
ERC3-421
ERC3-345
ERC3-563
ELO4-102 =f al
ERO4-1255-012
ERC4-157 et al,
ATO&4-2-016
ERDS-183
ERCS-231
ER05-508
EROE-&11
EROE-T15
ERCE-TE5
EROS-203
ELOG-48
ELO8-T7 et al

ERDE-191
ER0E-193
EROS-262
EROE-427
ERCE-613
ERDG-819
EROD&-1465
MEODE-2
ELO7-2
ELO7-21
ELo7-32

Quarterly Markets Reports

Bid Mitigation Agreameant Hemand Proceading

SMD Status Reports

PPL Wallingford RMA Agresmant

Load Responsa Status Reporls

LICAPFCM Settlemant

Transmission and Generation Upgrades Status Repors
DALRP Intagratad Clearing Aporoach Compliance Filing
ROE Proceadings

Reguest for Waiver of ATO Indepandance audi

Milford AMRB Agreament

PSEG AMRA agresment

Caold Weather Event Procedures

Bridgeport Energy RMB Agreemeant

IGHs - 20052006 Powar Yeaar

Ragulation Clearimg Prica Compliance Filing

ConEd RMA Agreemant (West Springfield-3)

Braintree (Fotter) AMA Agraemeant

FERC 206 Investigation Into the IS0's External Affairs and
Caorporates Communications Expensas

Order 20086 Complianca Filings

Schedula 22 Improvemants

Fittsfisld RMA Agreaemsant

Mysfic B and 9 AMA Agresmeant

ASM Phase || Status Reports

CaonEd (W, Springfield GT-1&T-2) AMRA Agresmeant
FCM Transition Period Market! Rules {Rehearing Qrder)
SEMA Dispule Seftlement Discussions

Gas-Electri: Coordination Issues - FERC 206 Investigation
Maw England ITC Petilion

MMWEDS Complaint [Rejectad HEA)

ELOV-38
ELO7-88
ELO7-88

ELOY-81

EROY-8Y

EROY-116
ERO7-231
ERO7-365
ERO7-387
ERQ7-307
ERQ7-443
ERO7-444

ERO7-476 &t al
ERQT-450
ERO7-453
ERQT-537
ERO7-546/547
ERO7T-553
ERO7-655
ERO7-680
EROT-687
ERO?-TED

ERO7-T787
ERO7Y-TE4
EROY-TO4 at al.
ERO7-A50

ERO7-822

MPLUIC VAR Complaint
Invanargy Tharmal LLC Complaint

METAR Complaint: Administratien of New Boston BMA
Agreament

METAR Compleint HQICC Trestment Dwuring FOM
Transitian Panad

Crdar Mo, 2006-B Modifications

IS0 2007 Administrative Costs Budget

