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EXECUTI VE SUMVARY

The New Hanpshire Public Utilities Comm ssion ( NHPUC)

i ssues the follow ng Final Guidelines (Cuidelines) on the Retai
Conpetition Pilot Program (Pilot) mandated by NH RSA 374: 26-a which
was enacted by the New Hanpshire Legi slature on June 19, 1995. The
full text of the authorizing legislation is attached as Appendi x A
This Report is the fourth in a series of reports beginning with
Prelim nary Guidelines issued October 9, 1995, followed by First
Revi sed Guidelines issued Novenmber 20, 1995 and Second Revi sed

Gui del i nes i ssued January 23, 1996.

As stated in the Prelimnary Guidelines, the purpose of
the Pilot is to create a limted experinental programto exani ne
the inplications of retail conpetition in the electric utility
i ndustry. The Pilot will be limted in size and duration in order
to achieve the objectives of the Pilot while mnimzing the
potential financial inpact on New Hanpshire's electric utilities.

Al'l classes of custoners in all areas of the state wll
be eligible to be selected to participate in the Pilot, although
only a small percentage of custoners will actually be sel ected.
Conpetitive suppliers will have access to a m ni mum of 3% of each
electric utility's peak |load, for a state-w de total of
approximately 50 MW which will be allocated proportionately anpng
residential, comrercial and industrial classes, based on the
relative | oads of those classes for each utility. The Pilot wll
commence May 28, 1996 and extend for a period of two years.

Resi dential and snmall comrercial custoners may
participate in the Pilot either individually or as part of a
"Geographic Area of Choice" (GAC). Individual custonmers and GACs
participating in the Pilot will be selected randomy by their
franchised utilities under the oversight of the NHPUC. After
custoners are sel ected, the aggregation of custonmer |loads will be
permtted to |lower entry barriers for small custoners.

In order to effectuate retail conpetition, franchised
utilities will be required to file by March 15, 1996 unbundl ed
transm ssion and distribution tariffs in conpliance with these
Gui delines as well as charges to recover reasonabl e i ncrenental
admi ni strative costs and recoverabl e stranded costs. Franchised
utilities will not be permtted to i npose exit or re-entry fees on
parti ci pants.

In these CGuidelines the NHPUC nmintains its position that



it has the legal authority under state and federal |law to set the
rates, ternms and conditions for the provision of intrastate
transm ssion and distribution services. The rates for intrastate

transm ssion and distribution services will be based upon the costs
currently enbedded in each utility's retail rates.
Participating Pilot custoners will be responsible for

negoti ati ng the purchase of power from conpeting suppliers. Unless
t he Commi ssion orders otherw se, franchised utilities which choose

to conpete in the Pilot may do so by establishing affiliated power

mar ket i ng conpani es .

The NHPUC recogni zes that stranded cost recovery is the
nost inportant and conplex issue facing regul ators and ot her
policymakers as they seek to introduce conpetition into retai
electric markets. While recognizing that issues related to
stranded costs doninate the debate over retail electric
conpetition, there are many other technical and policy issues which
warrant exam nation prior to a transition to full retai
conpetition. W have determined that in
negoti ated resol ution which sets the level of recovery for each
utility, a fifty-fifty division of stranded costs between
participating custoners and investors is an equitable starting
point. The NHPUC will initiate a separate proceeding in order to
exam ne the stranded cost issue fully as it relates both to the
Pilot and to restructuring generally.

The NHPUC wi || hold hearings on the conpliance tariffs
April 1-5, 1996. The Pilot will commence on May 28, 1996. The
full schedule for the remai nder of the proceeding is attached to
these CGuidelines as Appendix B

l. | NTRODUCTI ON

In June 1995, the New Hanpshire Legislature directed the
NHPUC to establish a pilot program (Pilot) to exam ne the
implications of retail conpetition in the electric industry,
provided that it is found to be "fair, lawful, constitutional
consistent with RSA 378:37 and in the public good". NH RSA 374: 26-
a, Laws of 1995, Chapter 272, effective January 1, 1996, previously
referred to as Senate Bill 168-FN-A, 12. See Appendix A

In response to this mandate, the NHPUC i ssued Prelimnary
Gui del ines on Cctober 9, 1995, followed by First Revised Guidelines
on Novenber 20, 1995. On January 23, 1996, the NHPUC i ssued
Second Revi sed Guidel i nes which addressed additi onal comments
submtted by interested parties and the recomendati ons which
enmerged froman intensive series of collaborative neetings (the
Col | aborative) during | ate Decenber 1995 and early January 1996.
Heari ngs were held on the Second Revi sed Guidelines January 29,
1996. After considering all of the witten comments and those
offered at the recent hearings, we issue the foll ow ng Fina
Gui delines (CGuidelines) for the Pilot.

The purpose of these CGuidelines is to prescribe how the
Pilot will be inplenented in order to acconplish the objectives set
forth below. Nonetheless, the revised procedural schedul e
contai ned in Appendi x B provides for a nunber of joint working
neetings with representatives from Staff, franchised utilities and
other Pilot participants to discuss technical questions raised by



these Guidelines. Franchised utilities will be required to nake
conpliance filings on or before March 15, 1996 and we will conduct
hearings on those filings April 1-5, 1996. W anticipate issuing
a final order on the conpliance filings on April 15, 1996 and
direct utilities to comence the Pilot on May 28, 1996.

As stated in our Prelimnary Guidelines and reaffirmed in
the Revised Guidelines, the Pilot is not necessarily a blueprint
for industry restructuring; rather, it should be viewed as an
opp the inplications of and obstacles to
conpetition in retail electric markets. Accordingly, the Pilot is
limted in scope, size and duration. For instance, although
performance based regul ation may be an effective nmeans to regul ate
certain segnents of the industry which remain naturally
nonopolistic, it is unnecessary to initiate such regulatory reforns
in order to inplenent the Pilot.

We issue these Guidelines with the expectation that
st akehol ders wi ||l take advantage of the opportunity to gain first-
hand know edge of the problens associated with introducing
conpetition into what has previously been a thoroughly regul ated
i ndustry. W continue to believe that the Pilot should be
i mpl enented in a manner which enabl es policynakers to gather
meani ngf ul data wi thout causing an unreasonabl e financial inpact on
the state's electric utilities. It is not our intent or purpose to
have the Pilot be the battleground for recovery of stranded costs
or the future shape of the electric utility industry.

For the above reason, the Pilot can not be expected to
yield enpirical data which will provide easy answers to all of the
conpl ex issues associated with the establishnment of full retai
conpetition in the electric industry. \While sone of the
informati on which the Pilot will generate may be anecdotal in
nature, the Pilot will provide an opportunity to encounter first-
hand many of the realities conpetitive markets. As with all NHPUC
orders or directives, we reserve the right to revisit the issues
di scussed herein and to nmake nodifications as appropriate during
the termof the Pilot.

Finally, we affirmour belief that consensus-buil ding and
cooperative approaches should play an inportant role in any future
restructuring of New Hanpshire's electric utility industry. Based
upon the success of the Pilot collaborative, we believe that such
an approach should play a part in resolving the many difficult and
chal I engi ng i ssues which could delay the introduction of neaningfu
conpetition and |lower rates for New Hanpshire's citizens and
busi nesses.

1. PILOT OBJECTI VES

The Pilot's prinmary objective is to deterni ne whether
retail conpetition in the electric utility industry can pronote
| ower retail rates for all custoners w thout conprom sing the
reliability and safety of the power supply system Consistent with
this view, we have devel oped these Guidelines in order to test
certain fundanmental assunptions which underlie the case for retai
conpetition. For instance, the Pilot should provide information
regarding the |l evel of demand anong di fferent custoner classes for
conpetitively supplied electric services and the correspondi ng
| evel of interest anpbng conpetitive generators to supply those



services. The Pilot should al so test whether custoners of al

cl asses have sufficient bto significantly benefit

froma deregul ated power market. Such information potentially has
great value since it may enable a conpetitor to determ ne which
mar kets are the nost profitable to serve

Li kewi se, we view the Pilot as an opportunity to test
certain argunents advanced by those who oppose retail conpetition
or question whether the benefits of conpetition will be shared by
all custoner classes. Additionally, the Pilot should provide
information relative to the potential financial inpact of retai
conpetition on New Hanpshire's electric utilities.

Finally, the Pilot will allow the parties to gain
experience in a broad range of technical and admi nistrative matters
relating to conpetitive markets including the design and costing of
unbundl ed el ectric services.

As we stated in our |ast Report, we have decided that the
Pilot is not the appropriate forumto resolve all of the conplex
econom ¢ and | egal issues associated with the restructuring of the
electric utility industry. Nonetheless, a neaningful Pilot can not
be i nmpl emented without specifying the initial |evel of stranded

cost recovery. In Section V we define stranded costs and establish
a prelimnary level of recovery in order to nove the Pilot forward.
W will address the broad |l egal and policy argunents associ ated

with the issue of stranded cost recovery for the Pilot and the
transition to full conpetition in a separate proceeding.
[11. LEGAL | SSUES
A. Authority to Order Retail Wheeling

In our previous Reports in this proceeding, we set forth
the statutory basis for the establishnent of a retail electric
conpetition pilot program The authorizing |egislation requires us
to establish a pilot programprovided that it is found to be "fair
| awful, constitutional, consistent with RSA 378:37 and in the
public good". NH RSA 374:26-a. W believe that, if properly
i mpl enmented by the state's franchised utilities, these Guidelines
are consistent with these conditions.

In addition to the express statutory authority to
establish the Pilot, we believe that the NHPUC has the existing
| egal authority to introduce conpetition into the retail electric
markets within this state if we find it to be in the public good.
See, NHPUC Order No. 21,683, Re Freedom El ectric Conpany, DE 94-163
(June 6, 1995). Moreover, unlike issues related to retai
transm ssion services, it is undisputed that the FERC has no | ega
authority to prevent states fromordering retail wheeling. Any
di sagreenent with our position on this issue of state law will be
resol ved when the New Hanpshire Suprene Court issues its decision
in the Freedom El ectric appeal

B. Stranded Cost Recovery

In our previous Reports relative to the Pilot, we
di scussed the considerations which led to our
prelimnary conclusion that utilities should not be entitled to
100% recovery of their stranded costs in a transition to retai
conpetition. W continue to hold this view and believe that it is
legally justified and prem sed upon sound public policy.
Nevert hel ess, for the reasons set forth bel ow, our discussions in



previ ous Reports do not represent a final determ nation of this
i mportant and contentious issue.

Not surprisingly, in response to our Prelimnary
Guidelines relative to this issue, we received comments from
st akehol ders which reflected either strong opposition or abundant
support for our position. Clearly, the issue of stranded cost
recovery in a full transition will present significant and conpl ex
chal l enges for policy-makers. In light of the inportant interests
i nvolved in such a debate, the Pilot could be delayed indefinitely
if any of the many stakeholders in this proceeding attenpted to use
it as the forumto set precedent for the eventual restructuring of
the industry. After carefully considering our statutory mandate to
establish a Pilot which exam nes the "inplications" of retai
wheel ing, we have elected to reserve our final deterninations
relative to stranded cost recovery until the conclusion of a
separate, generic restructuring proceeding. In that proceeding, we
intend to fully explore the legal and policy considerations
relative to stranded cost recovery and devel op principles which

wi || guide our decisions concerning industry restructuring. For
those utilities that participate in the Pilot under the fifty-fifty
mechani sm that proceeding will provide an opportunity for the

reconciliation of stranded costs and revenues.
C. Jurisdiction over Intrastate Transm ssion

In order for Pilot custoners to benefit from conpetition
it is necessary for conpeting suppliers to have equal access to
transm ssion services in order to deliver power supplies to the
distribution systens of franchised utilities. Wile it is clear
that states have the requisite jurisdiction to regulate the rates,
terms and conditions of distribution services, the jurisdictiona
boundaries are less clear relative to the transm ssion conponent.
As noted in our previous Reports, we continue to believe that
states mamintain exclusive jurisdiction over the rates, terns and
conditions of the intrastate transm ssion, distribution and sal e of
el ectric power to retail custoners - whether those services are
provi ded in bundled or unbundled form See, NHPUC Order No.
21,850, Cabletron Systens Inc., and Johnson Controls Inc., DE 95-95
(Cct ober 3, 1995).

Al t hough we maintain our position that we have excl usive
jurisdiction over mssion facilities used to
provide electric service to retail custoners, it is not our intent
to allow participants to convert this proceeding into the forumfor
resolving the national debate over the respective roles of state
and federal regulatory agencies. It is unclear at this tine how
that debate will proceed and the forumin which it will ultimtely
be decided, but we do not believe that it is either necessary or in
the public interest to delay the Pilot until the jurisdictiona
lines between state and federal regulators are nore clearly
deli neated. This approach is consistent with the one which we have
adopted for stranded costs. W intend to explore alternative
solutions to this problemwith the FERC in order to inplenent the
Pilot without conpelling us to assert our authority in this area.
We have established voluntary filing guidelines which are designed
to encourage such cooperation.

D. Filed Rate Doctrine



Several commenters suggest that the NHPUC | acks the
authority to deny utilities with FERC approved purchase power
contracts the right to full recovery of power costs shifted to non-
partici pating custoners through the application of fuel and
pur chase power adjustnent nmechanisns. According to this argunent,
the "filed rate doctrine" precludes the NHPUC frominterfering with
the application of adjustment mechani sns. W disagree.

As we stated in the First Revised CGuidelines, fuel and
pur chased power adjustnment nmechani snms are designed to track
variations in power costs, not to insulate utilities fromthe risk
of financial loss resulting an inability to conpete. This position
is consistent with the original NHPUC policy considerations which
approved fuel adjustnent nechanisnms. See, In re Public Service
Conpany of New Hanpshire, 31 NH P.U C Rep. 83 (1949). Simlarly,
the New Hanpshire Supreme Court has observed that the "adjustnent
clause is a recogni zed device, npbst commonly applied to fuel costs,
whi ch shortcuts the tinme | ag between changes in cost and the
col l ection of conpensation during periods of rapidly changing
costs." Public Service Conpany of New Hanpshire v State of New
Hanpshire, 113 N.H 497, 502 (1973). Thus, it is clear that fue
and purchased power adjustnent clauses are intended to provide
utilities with an opportunity to adjust rates for fluctuations in
power and not as a means to recover revenues |lost as a result of
fluctuations in demand. While it has been the NHPUC s practice to
adjust rates for variations in supply costs and demand, we w ||l not
permt costs to be shifted fromPilot participants to non-
parti ci pants.

We are setting forth our position relative to this issue
for purposes of the Pilot. It should not be viewed as our fina
determ nation as to how we will treat the uneconom c costs
associ ated with whol esal e power contracts in any transition to ful
conpetition. Ases related to stranded costs, we
will investigate this issue fully in the context of a separate
restructuring proceeding.

E. PSNH Rat e Agreenent

We reiterate the our belief that the Rate Agreenent
entered into between PSNH and the State of New Hanpshire offers
PSNH no greater protection fromconpetition than exists for the
state's other electric utilities. The basis for our position is
set forth in the First Revised Guidelines which we incorporate
herein by reference.

F. APRA

Simlarly, we continue to maintain our belief that NHEC s
menbers may participate in the Pilot w thout causing NHEC to
violate the APRA. As we stated in the First Revised Guidelines,
nothing in the APRA prohibits NHEC s nenbers from procuring power
supplies fromalternative conpetitive sources in order to
participate in the Pilot.

V. UNBUNDLED TRANSM SSI ON SERVI CE

In order to introduce the beneficial forces of
conpetitive markets into the electric utility industry, it is
essential to "unbundle" retail electric services. These services
consi st of three mamin conponents: generation, transnission and
di stribution which have traditionally been provided in bundled form



by one service provider. GCeneration service provides custoners
with reliable capacity and energy froma utility's own power plants
or fromgenerating facilities owned by other utilities.
Transmi ssion is the backbone for the delivery of capacity and
energy from generation sources to main |load centers and nost | arge
custoners. Distribution involves the delivery of capacity and
energy fromthe transm ssion network to nost snmall and medi um si zed
cust oners.

By unbundling the three conponents of electric service,
custoners gain access to alternative sources of generation at
mar ket prices. Under this scenario, conpeting suppliers who are
| ocated in or outside of the state nmust utilize the networks of
transm ssion-owning utilities in order to deliver power to the nmain
| oad centers where transm ssion interconnects with distribution.
Accordingly, the market price of power delivered to nain |oad
centers will probably include the costs of such transm ssion
servi ce.

A necessary condition for fair conpetition in electric
generation markets is non-discrimnatory transm ssion access and

pricing. In sinple terns, this neans that all suppliers nust have
an equal right and opportunity to utilize the transm ssion network
and pay the sanme rate to wheel power across it. In the absence of

such a policy, or a failure by regulators to inplenent it,

transm ssion-owning utilities would adopt restrictive transm ssion
practices which would ings of the bul k power market

and unfairly increase the value of their excess generation

resour ces.

In light of our intention to resolve the jurisdictiona
probl em cooperatively, we request that our jurisdictional utilities
voluntarily file retail transmi ssion tariffs both at the FERC and
the NHPUC. Such tariffs shall be non-discrimnatory and shall be
avail able to conpeting suppliers on the sane terns and conditions
which the utility extends to itself. To the extent that the FERC
requires approval of those tariffs before they are made avail abl e
to conmpeting suppliers, we ask that the utilities seek the FERC s
expedi ted approval.

V. STRANDED COST RECOVERY

As we stated above, we intend to investigate the issue of
stranded cost recovery generically and within a separate proceeding
which relates to industry restructuring. Nevertheless, as a
practical matter utilities will need sone gui dance on this issue in
order to devel op unbundl ed rates which provide custoners the
necessary incentives to participate in the Pilot. Such guidance
nmust begin with a definition of stranded costs.

A. Definition of Stranded Costs

Stranded costs can be calculated in several ways, sone of
which are nore conplex than others. For the purposes of the Pilot,
stranded costs will be defined and cal cul ated by projecting the
di fference between the revenue which a utility would have had an
opportunity to collect at current rates, in the absence of the
Pilot, and the revenue which the utility expects to collect during
the termof the Pilot, including projected revenue from power sales
at market prices and fromtransm ssion and distribution services.
The assuned market prices to be used in these calculations will be



i ssued follow ng our consideration of the recently filed Joint
Recommendat i on between PSNH and the Staff. This definition neans
that a cost already on the books but not approved for ratenaking
purposes during the termof the Pilot will not qualify as a
stranded cost. In this calculation, no adjustnment is nmade for
vari abl e cost savings associated with |ost |oad since we assune
that a franchised utility or its power marketing affiliate wll
continue to sell toits Pilot custonmers at prevailing nmarket rates.
B. Stranded Cost Recovery
After estimating the magnitude of stranded costs, the
next step is to set the level of recovery for the purposes of
devel opi ng unbundl ed rates. W have determ ned that in the absence
of a negotiated resolution which sets the |evel of recovery for
each utility, a fifty-fifty division of stranded costs between
participating custoners and investors is an equitable The participating
custonmers' share of these costs shall be
recovered via a usage-based surcharge on distribution service
during the termof the Pilot.
C. Separate Stranded Cost Docket
As stated in the First Revised Guidelines, we expressed
our intent to open a separate docket to determne on a utility-
specific basis the appropriate |evel of stranded cost recovery.
As set forth above, utilities which fail to submt or receive
approval of an alternative stranded cost recovery nechanism are
required to devel op unbundl ed rates which recover 50% of their
stranded costs. |In order to minimze price uncertainty for
participating custoners, the difference, if any, between the
initial 50%recovery level and the level ultimately found to be
appropriate shall be shared anobng all custoners.
D. Mtigation |Issues
We expect significant and aggressive efforts to nitigate
above market costs during the Pilot and in any transition to ful
conpetition. W recognize, however, that costs incurred by a
utility in the process of mtigating strandable costs nust receive
different treatment. W believe the appropriate way to address
such costs is on a project specific basis. Along these |ines, ful
recovery of power costs associated with any small power producer
agreenents which are subject to RSA 362-A:4-b shall be contingent
upon the outcone of our ongoing inquiry into those arrangenents.
VI. RATES FOR UNBUNDLED SERVI CES
As noted above, in order to allow custonmers to benefit
fromthe forces of conpetitive markets, franchised utilities nust
unbundl e retail electric services. Wile sone argue that
unbundl i ng should sinply be the functional separation of generation
fromthe remami ning industry functions, we believe that approach
would result in the | oss of valuable information regarding the cost
structures of jurisdictional utilities. W will require utilities
to di saggregate their bundled retail services into the follow ng
m ni mum functions: customer service, transnission, distribution
C&LM and power supply. The power supply function should be further
di saggregated into a market price conponent and a stranded cost
conponent that reflects the extent to which a utility's generation
resources are unecononc. The overriding policy objectives
governing this unbundling are: (i) the provision of accurate market



price signals for power supply services; (ii) nondiscrimnatory
transm ssion and distribution access and pricing; and (iii) the
avoi dance of cost shifting anong cl asses or anpbng custoners within
a cl ass.

Because transni ssion and distribution, and to a | esser
degree customer service, continue to exhibit natural nonopoly
characteristics, these rates should be based on cost rather than
the val ue of those open market. W will require an
enbedded cost approach to pricing custoner service, transn ssion
distribution and C&M Rat her than update enbedded costs to a
recent test year, the rates for such services shall reflect the
enbedded costs in existing bundled retail rates. Wile this
approach results in enbedded costs of different vintages, it |levels
the playing field by ensuring that unbundl ed and bundl ed service
custoners in the same franchised area and cl ass pay the sane rates
for equivalent services. Finally, while the costs enbedded in
exi sting bundled rates will be used as the basis of unbundled rates
for the Pilot, utilities will be permtted to revise those rates
during the life of the Pilot provided they are successful in
gaining rate relief in a general base rate case.

Because the purpose of the Pilot programis to obtain
information to help determ ne whether retail conpetition is in the
public interest, we will require that reasonable increnental costs
incurred as a result of the Pilot be recovered fromall custoners
rather than participating custonmers al one.

VI1. RESPONSIBILITIES OF PI LOT CUSTOVERS

Under retail conpetition, customers will have increased
opportunities to | ower their power costs by sel ecting anong
conpeting power suppliers. However, comensurate with the
opportunity for |lower costs, custoners also will assune ful
responsibility and risk for the consequences of their choices. For
exanpl e, power may be offered as a discrete commodity without
transm ssion and distribution deliverability, at an apparent | ow
cost. However, under this option, custonmers nust also secure and
pay additional ampunts for the delivery of that cormodity over
transm ssion and distribution systens. The aggregate cost and
reliability of the delivered commodity will be the custoners’
responsibility.

To avoid sone of the decisions and risks involved in
acqui ri ng unbundl ed generation, transm ssion, and distribution
services, custoners nmay opt to purchase generation, transm ssion
and distribution services as a package from a single broker
mar ket er or aggregator

Under either approach, it is essential to recognize that
the custonmer bears all financial and reliability risk. As each
cust omer addresses the decision to secure resources fromalternate
suppliers, the custoner nust develop a strong understanding of his
econom ¢ deci si on-nmaki ng function, including an understandi ng of
all needs, costs and ri sks.

Based upon these considerations, any custoner selected to
participate in the Pilot will be responsible for the foll ow ng:

A. Negoti ation for Supply of Electric Power

The negotiation of a conpetitive supply of electric power

may be done directly by the custoner or through an energy broker



mar keter or othricity may al so be purchased froma
power marketer affiliated with a franchised utility. The custoner
will pay for electric power at the negotiated price. The NHPUC
will not set or approve that price.
B. Back- Up and Energency Service

Because of the requirenent that conpetitive suppliers
ei ther be NEPOOL menbers or contract with menbers for back-up bul k
power service, there is no need for Pilot custoners to purchase,
and utilities to offer, back-up and energency services. Those

services will be bundled in firm power supplies purchased from
conpetitive suppliers.
C. Negoti ati on and Paynent for Delivery of Power

Pil ot custoners their representatives nmust negotiate with
conpetitive suppliers for the delivery of electric power. Qut-of-

state power supplies will be transmitted to the New Hanpshire
border under FERC-approved transm ssion rates. Transm ssion and
distribution within New Hanpshire will conducted under tariffs
approved by both the FERC and t he NHPUC.
VI1l. PILOT DESIGN
A Si ze and Duration
1. Franchi sed utilities under our jurisdiction shal

permt conpetitive suppliers non-discrimnatory access to 3% of
their 1994 peak retail |load for purposes of the Pilot. This |oad
shall be distributed anong the classes in approxi mate proportion to
the estimted peak load for each class including | oad served under
approved special contracts.

2. Any franchised utility seeking to designate a | arger
percentage of load for the Pilot nmay nake such a request in its
Mar ch, 15, 1996 conpliance filing.

3. In addition to the 3% of existing |oad, conpetitive
suppliers will also be permtted to access the | oads of new | arge
commercial and industrial custonmers. New |large comercial and
i ndustrial customers are custoners who locate in a franchised
utility's service territory on or after March 1, 1996 and who woul d
ot herwi se be served under the applicable rate schedules listed in
Appendi x D. Large commercial and industrial custoners sw tching
from one New Hanpshire service territory to another are not
eligible to participate in the Pilot under the new | oad category.

4, The approximate existing or old load to be allocated
to the Pilot for each franchised utility is as foll ows:

Concord El ectric Conpany 2.75 MW

Connecticut Valley Electric Conpany 0.86 MW

Exeter and Hanpton El ectric Conpany 3.00 mw

Granite State El ectric Conpany 3.75 MWV

5
5

New Hanpshire El ectric Cooperative .25 MWV
Publ i ¢ Service Conpany of New Hanpshire 35.13 MW
Tot al 50. 74 MW

5. The Pilot shall be inplemented on May 28, 1996 and
shall extend for a period of two years fromthe date of
i mpl enentation, unless further ordered by the NHPUC.

6. At the conclusion of the Pilot, all negotiated terns
and rates with conpetitive suppliers shall term nate.
B. Cust omer Sel ection

The foll owi ng guidelines shall control how custoners wl |



be selected to participate in the Pilot.

I ndi vi dual Sel ection

1. Consistent with RSA 374:26-a, custoners in al
electric utility franchised areas and in all classes shall be
eligible to be considered for participation in the Pilot, unless
they are contractually prohibited fromdoing so as expl ai ned bel ow.

2. Custoners with existing contractual obligations to
franchised utilities may participate in the Pilot only if by doing
so they will not violate their obligations under such contracts, or
if they are able to renegotiate the terns of those contracts.

Those contracts fall into the category of "special contracts" and
contracts associated with approved C&LM prograns.

3. Individual custoners who wish to participate in the
Pilot must first express this interest to their franchised utility.
All eligible customers should be afforded an opportunity to express
such an interest before the actual participants are sel ected.

Al t hough we are inclined to require interested custoners to submt
some formof witten expression of interest to their franchised
utility, we are cognizant of the potentially high admnistrative
costs associated with such a process. Accordingly, we wll
entertain specific proposals fromeach utility relative to this
aspect of the selection process. W strongly encourage utilities
to expeditiously submt their preferred methods for custoners to
apply for participation in the Pilot.

4. The selection of individual participating customers
shall be conducted by each utility under the oversight of the NHPUC
Staff. We will not specify how custoners should be sel ected,
al t hough we have stated in previous Reports that the process nust
be fair and random Once a sufficient nunber of custonmers has been
selected to fill the requisite 3% | oad requirenment, utilities shal
be under no further obligation to select additional custoners in
the event that custoners who are initially selected continue to
t ake bundl ed service.

5. The custonmers of nunicipal electric utilities may
participate in the Pilot provided that their utility provides
access by devel opi ng unbundl ed rates. A participating nunicipa
el ectric non-jurisdictional New Hanpshire utility
which currently provides bundled retail electric service and which
voluntarily allows its custoners to participate in the Pilot. |If
any such nunicipal utility elects to facilitate the participation
of its custonmers in the Pilot, it nust agree to devel op non-

di scrimnatory transm ssion and distribution services.

Group Sel ection

6. Approximately one half of the existing residentia
and small commrercial customer |oad earmarked for the Pilot shall be
eligible to participate in the Pilot through Geographic Areas of
Choice (GACs). GACs are defined as groups of residential and smal
commercial custoners within a defined geographic area.

7. GACs should be nomi nated by an appropriate governnent
authority.

8. In order for a GAC to be considered for selection,
there nust be a witten expression of interest submtted to the
franchised utility which currently serves the geographic area by a
date to be determ ned by the NHPUC. The written expression of



i nterest nust include the follow ng information:
o location and geographi c boundari es of proposed GAC
o estimated aggregate |oad of the GAC, broken down by
cust omer cl ass;
o denographic profile of the GAC,
o nunber of potential participating custoners by class
9. The selection of GACs shall be conducted in a random
and fair manner froma pool of volunteer GACs. As with individua
selection, utilities should expeditiously submt their preferred
nmet hods for GACs to apply for participation in the Pilot. The
m ni rum nunber of GACs per franchised utility are as foll ows:
Connecticut Valley Electric -
Concord & Exeter Electric -
Granite State Electric -
New Hanpshire El ectric Coop -
Public Service of New Hanpshire -
C. Supplier Eligibility
1. The potential array of suppliers who are eligible to
participate in the Pilot include generators, aggregators, narketers
and brokers who seek to supply electricity directly or indirectly
to participating customers. Such suppliers may include exenpt
whol esal e generators, qualifying facilities, non-jurisdictiona
utilities, jurisdictional utility marketing affiliates and non-
affiliated power marketers, all |ocated both within and outside the
State of New Hanpshire.
2. Conpetitive suppliers nust obtain NEPOOL nenbership
or contract with a NEPOOL nenber in order to participate in the
Pilot. This requirement will ensure that conpetitive suppliers
with firmload obligati ons have adequate power supply resources to
nmeet both their firmload and their apportioned share of the NEPOOL
required reserves. This requirenent will also ensuive suppliers will gain
access to NEPOOL schedul ed and
unschedul ed out age servi ce.
3. Conpetitive suppliers are eligible to participate in
the Pilot only after registering with the NHPUC. Such suppliers
nmust include the following information in their registration
(a) Nane, business organization, principle place of
busi ness, and registered New Hanpshire agent;
(b) Evidence of eligibility to conduct business in
New Hanpshire;
(c) Evidence that supplier has obtai ned NEPOOL
menbership or has contracted with a NEPOOL nenber
for back-up power supply service
Only after receiving confirmation of the recei pt of such
informati on fromthe NHPUC may conpeting suppliers transact to sel
power to participating custoners.
D. Load Aggregation
1. Pilot participants shall be allowed to aggregate
their loads only for the purpose of negotiating the purchase of
power from conpetitive suppliers.
2. G ven its unique circunstances, we will allow NHEC s
managenment to performthe role of a | oad aggregator/supply
negoti ator on behal f of menber participants who request this
servi ce.

ANR R R



E. Usage and Ot her Custoner Data
To devel op wi nning marketing strategi es, conpeting
suppl i ers nmust obtain good infornmation about the needs and usage
patterns of custoners. The follow ng guidelines will govern the
rel ease by franchised utilities of custoner-specific |oad and usage
data to conpetitive suppliers.

1. Aut hori zation nust be obtained before customer-
specific | oad and usage data is nmade available to conpetitors. The
nature of the required authorization will differ depending upon the

sel ection process used.
o Random i ndi vi dual selection - Authorization to
rel ease | oad and usage data is assunmed to be given
when a custoner is selected to participate in the
Pil ot unless the custonmer indicates otherwise in

writing to its franchised utility. In that

i nstance, the customer's name and address will be
rel eased to conpetitive suppliers but only the
participant will receive his or her usage data.

0 GAC selection - Authorization is automatically
given to rel ease the nanes and addresses of
customers located within the boundaries of a chosen
GAC. The availability of all other information
shall be subject to custonmer explicit

aut hori zati on.

2.ific | oad and usage data rel eased by a
franchised utility shall include:

(i) Custoner's name, billing address, and | ocation
(if different).

(ii) The custoner's kWh and kW (if applicable)
consunption history which is readily avail able on
the franchised utility's conputer system

(iii) Load managenment or other equipnent (if any)
installed at custoner's | ocation.

3. Data for a prescribed area may be obtained fromthe
franchised utility upon request. Such data may incl ude:

(i) Nunmber of customers by class.
(ii) Typical |oad shapes.
(iii) Approximte kWh sal es and kW1 oad.

4, The incremental cost of producing and communi cating
custoner specific or area specific data may be recovered from
conpetitive suppliers through NHPUC approved charges.

F. Met eri ng

1. In order to avoid the expense of installing hourly
recording neters for the Pilot we will allow participating
custoners to utilize currently installed equipment. Bills for
transm ssion, distribution and power supply services should be
cal cul at ed based on nonthly netering data.

2. Franchised utilities will be required to estinate the
hourly | oads of Pilot custonmers using |oad profiles for the
rel evant custoner class, and shall nmeke this information avail able
to conpeting suppliers. A description of how one utility currently
proposes to use load profiles to estimate hourly | oads is contained
for informational purposes in Appendix E

3. Franchised utilities will be responsible for neter



readi ng and transferring data expeditiously to conpetitive power
suppl i ers.

4, Franchised utilities nmay | evy separate NHPUC
approved charges to recover reasonable incremental netering and
data transfer costs not provided for in unbundled rates.

5. Franchised utilities nay separately bill a
conpetitive supplier for additional metering and conmunications
expenses associated with the use of nore sophisticated netering
equi pnent requested by supplier

6. Although we are not requiring the installation of
hourly netering as a condition for participation in the Pilot, in
order to assess the accuracy of |oad estimtes, we direct the
franchised utilities to cooperate in a collective effort to instal
the necessary netering and comruni cati ons equi pnent to provide
statistically valid hourly | oad data.

G Billing

1. Conpetitive se option to bil

separately for power supply services.

2. Franchised utilities nay provide billing services to
conpetitive suppliers if they so desire. |If a franchised utility
provides billing services to an affiliate power marketer, it nust

al so offer the same or conparable services to non-affiliated
conpetitive suppliers.

3. If a franchised utility provides billing services,
the charge for such services shall not exceed the increnental costs
i ncurred.

4, Any bill submtted to a Pilot participant shal
i nclude the supplier's name, phone nunber, and busi ness address.
H. Ancillary Services

Ancillary services are services which may or nmay not be
necessary for the reliable and safe delivery of power from
conpeting suppliers, including but not limted to, voltage control
operating reserves, and power factor adjustnent.

1. Because of the requirenent that conpetitive
suppliers nust be nenbers of or contract with nmenbers of NEPOOL,
generation-related ancillary services such as voltage and frequency
control and operating reserves will be supplied at the bul k power
| evel and the costs recovered through power supply prices.
Consequently, we will not require franchised utilities to offer
unbundl ed generation-related ancillary services.

2. To the extent that there are ancillary services
related to the transm ssion and distribution functions, these
services will continue to be provided in a bundled formby the
operators of the transm ssion and distribution systens.

3. Unbundl ed charges for generation, transm ssion or
distribution related ancillary charges will not be permtted during
the termof the Pilot unless already provided under generally
avail able tariffs.

l. Responsi bilities of Pilot Customers and Franchised

Uilities

1. It shall be the responsibility of Pilot custonmers to
negotiate with conpeting suppliers and other service providers. A
franchised utility shall not interfere with the negotiations
bet ween Pi |l ot custoners and conpeting suppliers, but it shall be



permtted to conpete in the Pilot on the condition that it
establish an affiliate conpany for that purpose. Although this
requirenent will ensure that appropriate inter-affiliate pricing
arrangenents are instituted for the sale of goods and services hy
jurisdictional utilities, we recognize that it does nothing to curb
possi bl e anti-conpetitive abuses by non-jurisdictional utilities.
We anticiregulators, both state and federal, wll
exercise their authority to prevent market abuses. That limtation
notwi t hstandi ng, the requirenent is consistent with our position
that franchised utilities nust aggressively mtigate their stranded
costs since revenues received fromthe sale of utility goods and
services can be applied against such costs. The guidelines
governing the pricing of inter-affiliate transactions are detail ed
in Section VIII(L) of these Guidelines.

J. Rat es and Char ges

1. A utility shall not inpose an exit fee on Pilot
custoners and shall not inpose a re-entry fee when those custoners
return either during or at the term nation of the Pilot.

Reasonabl e i ncrenental costs, approved by the NHPUC, which are
directly related to serving Pilot custoners nmay be recovered from
parti ci pants.

2. Rates for unbundl ed services, calculated in
accordance with Section VI of these Guidelines, shall be subnmitted
for NHPUC approval. Workpapers shall be presented identifying by
account nunber the enbedded costs allocated to each service for

each customer class and the corresponding billing determ nants used
in the devel opnment of rates.
3. Wil e transm ssion and distribution charges shall be

based on individual rather than aggregated customer |oads, such
charges may be collectively billed to an agent authorized to act on
behal f of an aggregated group of custoners.

4, A utility shall be entitled to I evy a surcharge on
all custoners to recover reasonable adm nistrative costs, approved
by the NHPUC, associated with the establishnent and inplenentation
of the Pilot.

5. To the extent that a utility believes that it wll
i ncur stranded costs as a result of the Pilot, it may seek recovery
of those costs consistent with Section V of these Guidelines. That
is, prior to the inplenmentation of the Pilot, the utility shal
estimate for each rate class its projected stranded costs and,
based on those estinates, devel op usage-based, stranded cost
charges that recover from participating custonmers 50% of those
costs. The assuned market prices to be used in the calculation of

stranded costs will be issued follow ng our consideration of the
recently filed Joint Recommendation and Staff.
6. Franchised utilities offering billing services in

accordance with Section VIII (G of these Guidelines shall submt
for approval applicable rates and terns and conditions.
K. Customer Protection

1. Exi sting rul es designed to protect custoners who
recei ve bundl ed electric services shall continue to apply, where
appropriate, to unbundled transm ssion and distribution services
offered by franchised utilit. Existing rules relating to the w nter
term nation of



certain residential custoners shall be applied to all conpetitive
suppliers in the Pilot.

3. The resources of the NHPUC will be available to
resol ve di sputes between custoners, utilities and conpetitive
suppl i ers.

L. Pricing of Inter-affiliate Transactions

W are indifferent as to the effect affiliated agreenents
have on utility affiliates. Qur interest and concern extends only
to the effect these agreenents have on franchised utilities and
their custoners. The npbst common approaches to pricing affiliate
transactions are: (a) transfer at cost where cost is defined to
i nclude an allowance for a return on capital; (b) transfer at the
mar ket rate; and (c) a nultiple of cost. All these approaches
recogni ze that affiliates, whether regulated or non-regul ated, nust
conduct their affairs in a businesslike manner and shoul d have an
opportunity to earn a fair profit for services provided.

Thi s basic business principle nmust be reflected in the
pricing of any inter-affiliate transaction. Transactions which
take place at out of pocket cost violate this principle.
Transactions at out-of-pocket cost nay be adequate for transactions
bet ween di vi sions or cost centers of the sane conpany but not
bet ween i ndependent conpani es supposedly engaged in arns |ength
negoti ati ons.

W will require that the pricing of inter-affiliate
transactions be free of all subsidies. Goods and services traded
in conpetitive markets, such as power supply, will be priced at

fair market value. For goods and services purchased fromthe
franchised utility or an affiliated service conpany, such as

i nternal accounting, preparation of records, financial services,
data processing, |egal advice, and wages and sal ari es of enpl oyees
assigned to Pilot activities, prices shall be set on a cost plus
basi s including adm nistrative and general overhead.

In order to verify conpliance with this guideline,
franchised utilities shall file pursuant to RSA 366:3 affiliate
agreenents which specify in detail the goods and services to be
provi ded and the related pricing provisions. Such agreenments shal
be submitted no | ater than March 15, 1996.

I X. MONI TORI NG AND EVALUATI ON

1. The NHPUC will nonitor the progress of the Pilot and
eval uate the devel opnent of conpetitive retail electric markets.

2. In connection with this nonitoring process,
franchised utilities, conpeting suppliers and Pilot custoners shal
make certain information available to the NHPUC. Such information,
whi ch we detail below, shaonfidential treatment as
appropriate under RSA 91-A, New Hanpshire's Right to Know Law.

3. Franchised utilities shall report by class the
nunber of custoners and customer groups that request to participate
in the Pilot. The nanes and addresses of custonmers actually
sel ected, including those within participating GACs, shall be
provided to the NHPUC no | ater than May 1, 1996.

4, Franchised utilities shall record all expenses which
relate to the Pilot in separate accounts and shall subnmit nonthly
reports to the NHPUC which item ze these expenses. These reports
shall also include by class the nunber of participating custoners,



nont hl y kWh and kW sal es and associ at ed unbundl ed revenue based on
approved tariffs. Additional revenue related to the provision of
nmetering, billing or data processing services, to recover approved
adm nistrative costs, or for goods and services sold to power

mar keting affiliates shall be separately identified.

5. Franchised utilities subject to the NHPUC s fifty-
fifty stranded cost sharing mechani smshall cal cul ate actual net
| ost revenues by class and submit nonthly reports sunmari zi ng that
i nf ormati on.

6. Conpetitive power suppliers, including power
marketing affiliates, shall file quarterly reports detailing by
cust oner account nunber the prices and quantities associated with
each transaction. To the extent that a custonmer nakes nore than
one power purchase during a reporting period, the price and
quantity data for that custoner shall be provided on an average or
aggregate basis. In addition, in order to verify the
reasonabl eness of inter-affiliate power supply transactions,
franchised utilities shall file each nonth a quantity-wei ghted
average whol esale price for short-term sal es and purchases. Short-
termtransactions are defined as a nonth or |ess in duration.

7. W will also require franchised utilities to analyze
the custonmer load data fromthe sanple of participants fitted with
hourly recording neters and report their findings in sem -annua
reports.

8. I nformati on about conpetitive power suppliers wll
be publicly available through the Pilot registration process.

X. COWPLI ANCE FI LI NGS

1. Pursuant to these CGuidelines, franchised utilities
shall file conpliance tariffs incorporating unbundl ed rates and
general terns and conditions for custonmer, distribution and
transm ssion services. The conpliance filings nust al so specify or
contain the foll ow ng:

(a) workpapers supporting 3% retail |oad requirenent;

(b) breakdown of 3% retail |oad requirenment by rate class

and by individual/GAC participation;

(c) adjustnments to fuel and purchase power adjustnent

mechani snms to ensure non-participating custoners burdened with
un-recovered power costs;

(d) workpapers supporting unbundl ed rates;

(e) nethod of estimating hourly | oads for NEPOOL billing

pur poses;

(f) tinme period to transfer netering data to conpetitive

suppl i ers;

(g) mscellaneous charges and associ ated wor kpapers

relating to billing, data processing and transfer, and

admi ni strative services;

(h) pricing arrangenments for power and non-power rel ated

goods and services transacted between franchi sed

utilities and affiliated conpani es;

(i) plans to install hourly |oad neters for state-w de

sanpl e.

Based upon the foregoing, it is hereby

ORDERED, that the foregoing Final Cuidelines are
APPROVED;



FURTHER ORDERED, that all New Hanpshire electric
utilities shall inplenent a retail electric pilot program
consistent with these Final Guidelines unless alternative proposals
are approved by this Comm ssion; and it is

FURTHER ORDERED, that all New Hanpshire electric
utilities shall file conpliance tariffs and all other infornmation
described in Section X on or before March 15, 1996; and it is

FURTHER ORDERED, that for the purposes of nmking the
above-descri bed conpliance filings, Ganite State, CVEC and PSNH
shall file tariffs consistent with their recommended unbundl ed
rates pendi ng our consideration of the Joint Recommendation filed
by PSNH.

By order of the Public Uilities Conm ssion of New Hanpshire
this twenty-ei ghth day of February, 1996.

Douglas L. Patch Bruce B. Ellsworth Susan S. Gei ger
Chai r man Conmi ssi oner Conmi ssi oner

Attested by:

Claire D. DiCicco
Assi stant Secretary

APPENDI X A

New Hanpshire Revised Statutes Annotated (RSA) 374:26-a, nmandating
creation of a pilot program provides as foll ows:

374:26-a Retail Conpetition Pilot Program The conmi ssion
shall establish a pilot program under such terns and
conditions as the conmm ssion shall deem appropriate, for the
purpose of determining the inplications of retail conpetition
in the electric industry, provided that the comm ssion

determi nes that such programis fair, lawful, constitutional
consistent with RSA 378:37 and in the public good. This pilot
program shall be open to all franchised areas and to al

cl asses of custoners.

APPENDI X B
Procedural Schedul e for
| mpl enenting Final Guidelines

Fi nal Gui del i nes February 28, 1996
Conpl i ance Filings March 15, 1996



Techni cal Sessi ons March 18-29, 1996

Hearings on Pilot |nplenentation April 1-5, 1996

Fi nal Comm ssi on Report April 15, 1996

Pi | ot Commencenent May 28, 1996
APPENDI X C

The foll owi ng organi zations submtted witten comments on the
Prelim nary and Revi sed Cuidelines:

Associ ated Power Services Inc., Business and |Industry Association of
New Hanpshire, Cabletron Systens Inc., Central Illinois Light Conpany,
Connecticut Valley Electric Conpany, Conservation Law Foundation, Ofice
of Consuner Advocate, City of Dover, EnerDev, Inc., The Flatley Conpany,
Freedom Ener gy Conpany, Funspot, Granite State Electric Conpany, Ganite
St at e Hydr opower Associ ation, Great Bay Power Corporation, KCS Power
Mar keting, Inc., Rep. Jeffrey C. MacGIllivray, City of Manchester, New
Engl and Cogeneration Associ ati on, New Hanpshire Charitabl e Foundation,
New Hanmpshire Community Action Program New Hanpshire Departnent of
Envi ronnental Services, New Hanpshire Electric Cooperative, Inc., New
Hanpshire Energy Managenment, Public Service Conpany of New Hanpshire,
George E. Sansoucy, Save Qur Hones Organi zation, Suncook Energy
Cor poration, Sweetheart Cup Conpany Inc., UNITIL System Conpani es,
UtiliCorp United Inc., Weeled Electric Power Conpany, and Certain Wod-
Fired @fs. 1In addition, several residential custonmers filed comments.
APPENDI X D
New Load Criteria

al and industrial custoners who locate in a

franchised utility's service territory on or after March 1, 1996 and who
woul d ot herwi se be served under the foll owi ng rate schedul es may
participate in the Pilot.

Concord Electric Conmpany - Gl, &, &4, QRWH and O f - Peak WH

Connecticut Valley Electric - GV, and GT

Exeter & Hanpton Electric - Gl, &, G4, QRWH and O f - Peak WH

Granite State Electric - GL, T and V

New Hanpshire Electric Coop - G PG PG

Public Service of New Hanpshire - GV, LG

APPENDI X E

Determ nati on Of Hourly Loads For
NEPOOL Billing
In the event that hourly recording neters are uneconom c or cannot
be installed prior to the initiation of the Pilot, existing neters nay be
utilized and the hourly loads calculated in the followi ng manner:
Supplier shall be required to include the | oad at each account it
serves, including losses, inits ow-I|load dispatch at NEPOOL. The

reporting of |oads for own-load dispatch purposes will be acconplished by
the foll ow ng:
1) Each account will be assigned to a custoner class. A custoner

class woul d consist of a group of customers with simlar |oad shape
characteristics.

2) Each custonmer class will have an assigned |load profile which is
based on historical load profile data for customers in the class. For
the Pilot, this load profile will be approved for its accuracy by the

NHPUC.



The load profile for each class shall consist of 24 separate
profiles which represent average hourly |l oad profiles for typical day
types of the week for each nonth of the year (e.g, average weekdays in
Mar ch) .

3) Each account will be assigned a Usage Factor which represents the
rel ati ve usage of the account versus the custonmer class. The Usage
Factor woul d equal the quotient of (i) the actual total energy
consunption of the account for the previous twelve nonths, expressed in
kil owatt-hours divided by (ii) the total energy fromthe |oad profile for
the custonmer class for a twelve nonth period, expressed in kilowatt-
hours. For exanple, if a Non-Electric Heat Residential account had
actual usage of 5,986 kWh for the past twelve nonths and the | oad profile
for the class shows an average twelve nonth usage of 6,000 kW, then the
Usage Factor for this account woul d equal 0.998.

4) Each day the distribution utility (Disco) shall read the neter at
the Transm ssion Delivery the hourly | oads (TDPL). These
| oads will then be divided between each supplier based on the custoners
they serve to determ ne own-load responsibilities at NEPOOL.

5) For custonmers with direct access netering equi pnent, Disco shal
renotely access the neter for each account once per day and read the
hourly |l oad data for the previous day (Mnday's |load will be accessed on
Tuesday, Tuesday's load will be accessed on Wednesday, Wednesday's | oad
wi |l be accessed on Thursday, Thursday's load will be accessed on Friday,
and | oads for Friday, Saturday and Sunday will be accessed on Monday);

The adjusted | oad value at the Transm ssion Delivery Point shal
equal the product of: (i) the demand at the neter as neasured in
kilowatts; and (ii) the Metering Voltage Adjustnment Factor expressed as
a decimal; and (iii) the Distribution Loss Factor expressed as a deci nal

The Metering Voltage Adjustnent Factor shall equal 1.00 if neter is
| ocated on the secondary side of custoner's transformer and shall equa
0.99 if nmeter is located on the primary side of the Custoner's
transformer.

6) Disco shall determne the total |oad allocated to each supplier
at the Transm ssion Delivery Point fromdirect access neters.

DAMLs = Onmc=1 DAMRs,c * (1 + Distr. Loss Factor)*
(1 + Meter Adj. Factor)

Where DAML neans Direct Access Meter Load and DAMR neans Direct
Access Meter Reading.

7) Disco shall determ ne the total |load at the Transm ssion Delivery
Point fromall suppliers fromdirect access neters.
DAML = Ons=1 DAM.s

8) Disco shall determ ne the total |load at the Transm ssion
Deliver Point which is to be allocated to non-direct netered | oads
( NDAML) .

NDAML = TDPL - DAML

9) Disco shall determne the initial total |oad at the
Transm ssion Delivery Point which is allocated to each supplier from non-
direct access neter | oads.

INDAMLs = Opk=1 Ns,k * LPk * (1 + Distr. Loss Factor)



where | NDAML neans initial non-direct access neter |oad, N
nunber of custoners per supplier per custoner class and LP the | oad
profile for the custoner class.

10) Disco shall deternine the initial total |oad which is
allocated to all suppliers.

I NDAML = Ons=1 | NDAML

11) Disco shall adjust the total initial total |oads to get the
final loads allocated to each supplier at the Transmni ssion Delivery Point
from non-direct access netered | oads.

NDAMLs = | NDAMLs * ( NDAML/ | NDAM.)

12) Disco shall determne the total allocated to each supplier
at the Transm ssion Delivery Point.

LOADs = DAM.s + NDAM.s
13) As a check
TDPL = Ons=1 LOADs

The | oads assigned to each supplier shall be adjusted for
actual sales as determined by the neter readings. Forty five (45) days
after the end of each nonth, Disco shall calculate a total adjustnent for
each cal endar nonth. This will be done by scaling the estimted hourly
| oads to the netered usage and al l ocating any difference fromthe NDAM.
prorata and multiplying by the Metering Adjustnent Factor and

Di stribution Loss Factor. The total adjusted load will be determ ned for
each supplier and conpared to the total |oad assigned to each supplier
for the nonth. Any differences will be reconcil ed anobngst suppliers at

the average NEPOOL cost of supply for the month. A supplier who had nore
sal es than was assessed would pay the difference at the average | anbda
rate whereas a supplier that was assessed nore than the recorded sal es
woul d be credited the difference at the average | anbda rate.
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