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PATT'ON BO6GS  , 
ATTORN[YS AT LAW 

ORIGINAL 

2550 M Street N W  

Washington DC 20037 

(202) 457-6000 

Facsimile (202) 457-6315 

January 23, 2007 

VIA HAND-DELIVERY 

The Honorable Magalie Roman Salas 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, NE 
Washington, DC 20426 

Re" 
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Massachusetts Municipal Wholesale Electric Company, et aL, v. ISO New 
Enqland, Inc., Docket Nos. EL07-,.,~. ~ ~ 

--a ..~ ir-r I 

--q 
- - < : ~  

r n  

Dear Secretary Salas: 

Enclosed for filing please find one (1) original and fourteen (14) copies of a 
Complaint of the Massachusetts Municipal Wholesale Electric Company v. ISO New 
England, Inc., along with supporting documents. 

We have included two (2) additional copies of this filing which we ask you to 
please date/time stamp and return to our messenger for our files. Thank you for your 
assistance with this matter. 

Sincerely, 

Is/ 
Deborah A. Swanstrom . 
Lodie D. White 
Melanie T. Devoe 
Attorneys for the Massachusetts Municipal Wholesale 
Electric Company 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Massachusetts Municipal Wholesale ) 
Electric Company, ) 

) 
Complainant, ) 

) 
v. ) Docket No. 

) 
) 
) 

Respondent. ) 

ISO New England, Inc., 

EL07- ~Z-O00 

COMPLAINT OF THE MASSACHUSETrS MUNICIPAL 
WHOLESALE EUECTRIC COMPANY 

Pursuant to Sections 205, 206, 306, and 309 of the Federal Power Act (FPA), 16 

U.S.C. § § 824d, 824e, 825e, 825h, and Rule 206 of the Rules of Practice and 

Procedure of the Federal Energy Regulatory Commission (FERC or Commission), 18 

C.F.R. § 385.206 (2006), the Massachusetts Municipal Wholesale Electric Company 

('MMWEC'), on behaff of the Towns of Ashbumham, Boylston, Groton, Holden, the City 

of Holyoke, the Towns of Littleton, Paxton, Shrewsbury, Steding, Templeton, West 

Boylston, the City of Westfield, and the Towns of Hingham, Hull, Mansfield, and North 

Attleborough (collectively, "the Towns'), hereby files this complaint against ISO New 

England, Inc. ('ISO'). 
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I. STATEMENT OF ISSUES 

1. Did the ISO apply its tariff inconsistently or otherwise err by engaging in undue 

discrimination or preference when determining which customer loads to dear in the Day 

Ahead market and which customer loads to move to the Real Time market on August 2, 

2006 to the detriment of the Towns and in violation of the ISO's Tariff and the FPA? 

Yes. Even though all of the Towns' loads were bid into the Day Ahead market at the 

same monetary limit, the ISO erred by treating their loads differentty. The ISO cleared a 

few of the Town's loads in the Day Ahead market, but did not clear the loads of the 

other Towns in the Day Ahead market. Upon information and belief, the ISO also may 

have cleared other entities' loads ahead of the Towns' loads, even though those other 

entities bid into the Day Ahead market using substantially the same monetary limits as 

the Towns. Consequently, the Towns whose loads did not clear were erroneously 

billed extraordinarily higher Real Time market charges, including a $1000/MWh Reserve 

Shortage Condition Energy Price, by the ISO. By inconsistently clearing some 

customer loads in the Day Ahead market and moving other similarly situated customer 

loads into the Real Time market, the ISO violated its own Tariff as well as the Federal 

Power Act ('FPA") prohibition against undue discrimination or preference. As a result of 

this erroneous and discriminatory application of the ISO's Tariff, some of the Towns 
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ware billed incorrect and unjust and unreasonable charges. See, e.g., FERC Electric 

Tariff No. 3 at Section 1.1.3; FPA § § 205(b), 206(a) (16 USC § § 824d(b), 824e(a)). 

The ISO should be required to investigate and correct this error. See, e.g., FPA § 309 

(16 U.S.C. § 825h); and Section 6 of the ISO Billing Policy, 

2. Did the ISO compound its error of applying its Tariff inconsistently or otherwise 

engaging in undue discriminaUon or preference when determining which customer loads 

to clear in the Day Ahead market and which customer loads to move to the Real Time 

market by failing to promptly and uniformly notify generators that the $1000/MWh 

Reserve Shortage Condition Energy Price was placed in effect, thereby limiting the 

ability of generators to quickly react to that price signal by offering additional reserves 

and unreasonably prolonging the period of time in which the $1000/MWh Price was 

imposed on customers whose loads the ISO erronesously or inconsistently failed to 

clear in the Day Ahead market and instead moved to the Real Time market? 

Yes. MMEC's members own generation that Is bid In the ISO market. Upon 

information and belief, MMWEC was not notified when the $1000/MWh Reserve 

Shortage Condition Energy Price was placed In effect. Other generators also may not 

have received prompt and uniform notice of this substantially higher price. As a result, 

the ISO failed to provide a reasonable opportunity for generators to respond promptly to 
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this price signal and the $1000/MWh Reserve Shortage Condition Energy Price was 

imposed on customers whose loads the ISO erroneously or inconsistently moved to the 

Real Time market for a longer duration than otherwise may have been imposed had 

prompt and uniform notice of this substantially higher price been provided by the ISO. 

3. Did the ISO incorrectly apply its own Tariff in regard to billing disputes? 

Yes. The ISO refused to even invesUgate the billing errors raised by MMWEC. By 

refusing to even investigate, let alone resolve, billing errors, the ISO violated its Tariff. 

Pursuant to Section 6 of the ISO Billing Policy, a disputing party may seek resolution of 

billing disputes "concerning any Disputed Amount resulting from the determination of a 

market cleadng price or Transmission, Markets and Services Tariff rate by the ISO that 

allegedly either violates or is otherwise inconsistent with the Transmission, Markets and 

Services Tariff, or results from error by the ISO." See Section 6.1 of the ISO's Billing 

Policy. Additionally, Section 3.7 of Market Rule I expressly allows for billing disputes 

regarding errors in seffiement software. 

3. Did the ISO violate its Tariff by denying the Towns access to confidential 

information necessary to substantiate their billing dispute related to potential 

withholding? 
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Yes. Section 6.5(a) of the Tariff allows parties access to confidential Information to 

substantiate billing disputes. See also Sen Diego Gas & Elec. Co., 93 FERC ¶ 61,121 

at 61,370 (2000). 

II. ~;I~RY]CE AND COMMUNICATIONS 

All communications, correspondence, and documents related to this proceeding 

should be directed to the following persons: 

Nicholas J. Scobbo, Jr. 
Ferriter Scobbo & Rodophele PC 
125 High Street 
Boston, Massachusetts 02110 
Tel: (617) 737-180, Ext 238 
Fax: (617) 737-1803 
nscobbo@ferriterscobbo.com 

Deborah Swanstrom 
Patton Boggs, LLP 
2550 M Street, NW 
Washington, DC 200037 
Tel: (202) 457-6000 
Fax: (202) 457-6315 
DSwanstrom@pattonboggs.com 

III. DESCRIPTION QFTHE PARTIES 

A. Complainant: 
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MMWEC is a political subdivision of the Commonwealth of Massachusetts and a 

Participant in the New England Power Pool ('NEPOOL') engaged in the procurement 

and development of bulk power supply resources for its twenty-five (25) municipal 

electric system members and others. Among other things, MMWEC is responsible for 

developing a power supply program for the municipal electric systems in 

Massachusetts. Mass. St. 1975 c. 775. In the exercise of its statutory powers, 

MMWEC acquires electdc energy and ancillary services from the wholesale markets 

administered by ISO-NE. 1 MMWEC acts as agent for the Towns with respect to ISO 

invoices and billing disputes. 

B. Respondent: 

The ISO is a private not-for-profit corporation that serves as the regional 

transmission organization ('RTO') for New England. It is responsible for the day-to-day 

operations of New England's bulk electric generation and transmission system pursuant 

to the ISO Tariff. The ISO must implement that Tariff in a manner that Is not unduly 

discriminatory or preferential. 

IV. THE TOWNS' REQUEST FOR BILLING ADJUSTMENT 

l MMWEC also serves as agent for the Massachusetts DeparUnent of Telecommunications and Energy, the 
Commonwealth's designated bargaining agent and contracting patty, with respect to the allocation of New York 
Power Authority "preference" hydroelectric power and energy to Massachusetts. 
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On November 16, 2006, pursuant to Section 6 oftbe ISO Billing Policy, Exhibit 

I.D to the ISO's FERC Electric Tariff No. 3, MMWEC submitted a Request for Billing 

Adjustment ('RBA') on behaff of the Towns dlspuUng the erroneous assessment of 

Real-Time Charges for August 2, 2006 that appeared on an ISO Invoice issued August 

17, 2006. A copy of the RBA Is attached as Attachment A. 

As explained in the RBA, the Towns were invoiced, in aggregate, approximately 

$1,701,697.65 beyond what they would have paid, had their bids been accepted in the 

Day-Ahead Market. 2 The Towns disputed the ISO's assessment of these charges on 

the grounds that the ISO's assessment of these charges violates, or is otherwise 

inconsistent with, the ISO Tariff, or results from errors by the ISO. Specifically, the 

Towns alleged, among other things: (1) the ISO inconsistently processed the Towns' 

demand bids in the Day Ahead Market, resulting in the Towns being assessed 

substantially higher Real Time Prices; (2) computer errors occurred on August 1 = and 

2 ~ that may have resulted in the Incorrect assessment of Real Time Prices; and (3) the 

Reserve Constraint Penalty Factor Charge 3 was assessed incorrectly, particularly if 

2 See Att~hment B, an ~cel  spr~uts~t  t l~  d~icts MMWEC's c~uiation ofthase over-cl~R~. 
3 According to the definition section of Mm'ket Rule l, Fcbnum/l, 2005 editio~ the Reserve Shortage Condition 
Energy Price for a Reserve Shortage is d~fined to be $1,0Ofl/lv[W~ Under the Tariff, the ISO may charge the 
Reserve Shortage Condition Energy Price, if the ISO de~rmines that the shortage was real and not artificially 
created by withholding and "if the actions by the System Operator have not been sufficient to restore the Operating 
Reserves to the required levels as defined in ISO Operating Procedure No. 8." See FERC Electric Tariff'No. 3, 
Section IIl 2.5(d)(i). 
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there were instances of economic or physical withholding. MMWEC also sought 

additional information from the ISO to substantiate the Towns' billing dispute. 

On December 21, 2006 the ISO rejected MMWEC's RBA, without even 

investigating it, stating that that real time prices cannot be challenged through the billing 

dispute process. Additionally, the ISO denied MMWECs request for information to 

substantiate the Towns' billing dispute relating to potential economic or physical 

withholding based on circular reasoning that MMWEC provided no information 

supporting the assertion that the withholding had occurred. A copy of the ISO's RBA 

Decision is attached as Exhibit C. 

IV. FA(;;TUAL BACKGROUND 

August 2, 2006 was a peak day for New England. Wyman 4, a 620 MW spinning 

reserve unH in Maine operated by a subsidiary of FPL Energy ("FPL"), tripped at 12:30 

pm on August 2nd exacerbating already constrained conditions. The ISO then bought 

emergency power from the New York Control Area. 

The ISO implemented Reserve Shortage conditions under the auspices of ISO 

Tariff provision M-11 2.5.16.3(b). According to this provision, the ISO may call a 

Reserve Shortage Condition, if the New England Control Area had experienced a 

deficiency in total Operating Reserves that had lasted for at least four (4) hours or if it 

had experienced a deficiency in total ten-minute Operating Reserves, and the ISO had 

begun taking actions to maintain, or restore, Operating Reserves. MMWEC's billing 
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data indicates that the Energy Component of LMP started to increase at 1:00 pm to 

$534 MWh and then from 2:00 pm to 5:00 pm was at $1,000 MWh. The $1,000 MWh 

prices were assessed as a Reserve Shortage Condition Energy Price. 

According to the definition section of Market Rule 1, February 1,2005 edition, the 

Reserve Shortage Condition Energy Price for a Reserve Shortage is defined to be 

$1,000/MWh. Under the Tariff, the ISO may charge the Reserve Shortage Condition 

Energy Price, if the ISO determines that the shortage was real and not artificially 

created by withholding and "if the actions by the System Operator have not been 

sufficient to restore the Operating Reserves to the required levels as defined in ISO 

Operating Procedure No. 8." Sea FERC Electric Tariff No. 3, Section III 2.5(dXI). 

V. ARGUMENT 

A. THE I~;O INCONSISTENTLy MOVED THE TOWNS FROM THE DAY AHEAD 
TO THE REAL TIME MARKET RIE~;I, JLTING IN UNDUE DISCRIMINATION 
AMONG CUSTOMERS IN VIOLATION OF THE ISO TARIFF AND FPA 

The Towns believe that the ISO applied its Tariff inconsistently on two similar 

days, August 2 r< and September 18 m. Although MMWEC bid its customers into the Day 

Ahead market in the same exact way on both days, different customers cleared the 
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market on August 2 '< and September 18m. 4 MMWEC called the ISO regarding the 

inconsistent clearing of the Day Ahead market for both of these days, and HEAT Ticket 

#118721 was issued in regards to MMWEC's August 2"< inquiry. 5 

The ISO Tariff does not describe its Day Ahead clearing process in detail but 

says that "Scheduling encompasses the Day-Ahead and hourly scheduling process, 

through which the ISO determines the Day-Ahead Energy Market schedule and 

determines, based on changing forecasts of conditions and actions by Market 

Participants and system constraints, a plan to serve the hourly energy and reserve 

requirements of the New England Control Area In the least costly manner, subject to 

maintaining the reliability of the New England Control Area." Section II1.1.10.1(d). 

Even though all of Towns' loads were bid into the Day Ahead market at the same 

monetary limit, the ISO erred by treaUng their loads differently. The ISO cleared a few 

of the Town's loads in the Day Ahead market, but did not clear the loads of the other 

Towns in the Day Ahead market. Upon Information and belief, the ISO also may have 

cleared other entities' loads ahead of the Towns' loads, even though those other entities 

bid into the Day Ahead market using the substantially same monetary limits as the 

Towns. Consequently, the Towns whose loads did not clear were erroneously billed 

extraordinarily higher Real Time market charges, including a $1000/MWh Reserve 

4 See Attachment D for an excel spreadsheet that depicts how the Towns cleared the Day Ahead market for both 
days. 
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Shortage Condition Energy Price, by the ISO. By Inconsistently clearing some 

customer loads in the Day Ahead market and moving other similarly situatad customer 

loads into the Real Time market, the ISO violated its own Tariff as well as the FPA 

prohibition against undue discrimination or preference. As a result of this erroneous 

and dlscdminatory application of the ISO's Tariff, some of the Towns were billed 

Incorrect and unjust and unreasonable charges on August 2, 2006. See, e.g., FERC 

Electric Tariff No. 3 at Section 1.1.3; FPA § § 205(b), 206(a) (16 USC § § 824d(b), 

824e(a)). The ISO should be required to Investigate and correct this error. See, e.g., 

FPA § 309 (16 U.S.C. § 825h); and Section 6 of the ISO Billing Dispute Policy. 

The Tariff provision that covers carrying customers from the Day Ahead to the 

Real Time Market states, at Section II1.1.10.1A (h), *that the ISO shell post on the 

internet the total houdy loads including Decrement Bids scheduled in the Day-Ahead 

Energy Market as well as the ISO's estimate of the Control Area houdy load for the next 

Operating Day." In the HEAT Ticket response the ISO stated that "It]he selecl~n as to 

which Participants bid is cleared during a situation where there are identically priced 

bids that are marginal is an automated process internal to the cleadng software that 

chooses the flint valid bid in the data process stream until the proper quantity is 

reached." This does not explain why certain Towns cleared and others did not. 

The ISO's response to the HEAT Ticket is attached to this letter as Attachment E. 
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The ISO dismissed the Towns complaint by stating that, since no database errors 

were noticed, the shift from the Day Ahead to the Real Time can not be challenged. 

However the ISO must interpret and implement its Tariff in a consistent manner, without 

engaging in undue discrlminaUon or preference. This is required generally by the ISO 

FERC Electric Tariff No. 3 at Section 1.1.3, and specifically by the Federal Power Act 

('FPA'), which Section 1.8 of the ISO FERC Elecffic Tariff No. 3 incorporates. The FPA 

prohibits undue discrimination or preferences among customers. See FPA § 205(b), 16 

USC § 824d. 

B. THE ISO COMPOUNDED THIS ERROR BY FAILINQ TO NOTIFY 
GENERATORS QF THE $1000/~MH RESERVE SHORTAGE CONDmON 
ENERGY pRICE 

The ISO compounded its error of applying its Tariff inconsistently or otherwise 

engaging in undue discrimination or preference when determining which customer loads 

to clear in the Day Ahead market and which customer loads to move to the Real Time 

market by failing to promptly and uniformly notify generators that the $1000/MWh 

Reserve Shortage Condition Energy Price was placed in effect. MMEC's members own 

generation that is bid in the ISO market and these members were not notified when the 

$1000/MWh Reserve Shortage Condition Energy Price was placed in effect. Other 

generators also may not have received prompt and uniform notice of this substantially 

higher price. As a result, the ISO failed to provide a reasonable opportunity for 
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generators to respond promptly to this price signal and the $1000/MWh Reserve 

Shortage Condition Energy Pdce was Imposed on customers whose loads the ISO 

erroneously or inconsistently moved to the Real Time market for a longer duration than 

it otherwise may have been imposed had prompt and uniform notice of this substantially 

higher price been provided by the ISO. 

C. THE ISO IN(~ORRE(~T~,Y REJECTED THE TOWN~' DISPUTE AS TO 
COMPUTER SOF'RNARE ERRORS 

In its response to the Towns, the ISO acknowledged that software errors had 

occurred dudng August 2, 2006 but refused to correct the charges assessed to the 

Towns. The ISO stated that, consistent with Section 3.7 of Market Rule 1, real time 

pdces are final. However, according to Section 6 of the ISO Billing Dispute Policy a 

participant may seek resolution of billing disputes that result from enors by the ISO. 

Pursuant to Section 6 of the ISO Billing Policy, a disputing party may seek resolution of 

billing disputes "conceming any Disputed Amount resulting from the determination of a 

market cleadng pdce or Transmission, Markets and Services Tariff rate by the ISO that 

allegedly either violates or is otherwise inconsistent with the Transmission, Markets and 

Services Tariff, or results from error by the ISO." See Section 6.1 of the ISO's Billing 

Policy. Additionally, Section 3.7 of Market Rule I states that such errors include errors 

in settlement software. 
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Although the Towns respect the need for final pdces under normal operating 

conditions there were many irregularities on August 2, which the ISO itself 

acknowledges, and extTeme prices, which the Towns believe resulted in incorrect Real 

Time prices due to software errors. Specifically, the ISO Weekly Market Report for July 

31 = to August 6 th indicated that there were several software errors impacting Real Time 

pricing during August 1st and 2nd which were later corrected. Theses errors occurred 

on August 2nd from 1:00 pm to 6:00 pm. The Towns are concerned that these software 

errors may have resulted in inaccurate, higher prices being assessed that are unjust, 

unreasonable, and unduly discriminatory under the FPA. See FPA § 205, 16 USC § 

824. Moreover, if the ISO's refusal to address billing disputes relating in any way to 

prices Is allowed to stand, a poor public policy will be created because the Commission 

will be overburdened with disputes that the ISO should at least attempt to resolve before 

burdening the Commission with those disputes. 

D. THE lEO INCORRECTLY DENIED THE TOWNS ACCESS TQ ¢QNFll;)~NTIAL 
INFORMATION NEEDED TO SI~I~TANT~TE THEIR BILLING DISPUTE 

The ISO incorrectly denied the Towns' request for additional information from the 

ISO, as required by the ISO Tariff, to substanUate their billing dispute. The ISO Tariff 

provides access to confidential information to determine if parties have a substantive 

basis for filing a Requested Billing Adjustment. Section 6.5(a) oftbe Tariff specifically 
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states that: "A Market Participant, PTO or Non-Markat Participant Transmission 

Customer that is a potential Disputing Party is entitled to obtain access to Confidential 

Information for its Dispute Representative, if and only if, it can demonstrate to the ISO 

that such access is required to determine if It has a substanUve basis for filing a 

Requested Billing Adjustment with the ISO." The ISO arbitrarily and capriciously denied 

this request, stating that MMWEC "provided no basis" for the assertion of withholding 

even though this provision is in place precisely so parties can examine the evidence 

related to their billing dispute. 

In its RBA, the Towns expressed concern that market participants may have 

engaged in physical withholding as defined In Section II.A.4 of the ISO Tariff Market 

Rule 1, Appendix A. According to ISO M-11 2.5.16.3(c)(vi): "If the Internal Market 

Monitoring Unit, in conjunction with the Independent Market Monitoring Unit, determines 

that the Reserve Shortage Condition was the result of physical withholding (as defined 

in Appendix A to Market Rule 1), the affected Real-Time Nodal Prices will not be 

adjusted." Therefore, the information they requested is necessary to substantiate 

and resolve their billing dispute. 

Additionally, the Towns expressed concam in the RBA that market participants 

may have engaged in economic withholding as defined in Section III.A.5 of the ISO 

Tariff Market Rule 1, Appendix A. Economic withholding in the Day Ahead Market 

4854149 15 



Jnofflclal FERC-Generated PDF of 20070123-0078 Received by FERC OSEC 01/23/2007 in Docket#: EL07-32-000 

would result In m o r e  customers being forced into the Real Time market, and economic 

withholding in the Real Time market would increase prices in the Real Time market. 

Given the clandestine neture of economic or physical withholding, the Towns 

requested permission, through their Dispute Representative, to access information 

regarding abnormal bidding strategies In the Day Ahead or Real Time markets, or 

abnormal physical conditions of generators related to August 2, 2006. The ISO 

incorrectly rejected this request in contravention of its own Tariff which allows for such a 

review to substantiate billing disputes. 

FERC itself has recognized the potential for manipulation to occur on days where 

supply Is tight. Specifically FERC has stated that it "must be vigilant that market 

manipulation or other antlcompetitlve behavior does not occur and that the combination 

of market rules and supply shortage does not othenNise produce unjust and 

unreasonable rates while the flawed market design remains in effect." See San D/ego 

Gas & E/ec. Co., 93 FERC ¶ 61,121 at 61,370 (2000). August 2 ~ was a day of tight 

supply which would have enabled market participants to engage in anticompetitlve 

behavior. But without access to the confidential information requested, the Towns will 

be unable to determine if anticompetltive behavior occurred. 

Vl. ADDITIONAL RULE 206(B) INFORMATION 
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Allegations of a complaint required by Rule 206(b) of the Commission's Rules of 

Practice and Procedure that are not elsewhere state in this pleading are as follows: 

Rule 206(bX4): As noted above, MMWEC's total calculation of the over- 

charges assessed to the Towns amounts to approximately $1,701,697.65 above what 
b 

they would have paid, had their bids been accepted In the Day-Ahead Market. The 

Commission's decision on the Instant complaint will likely resolve similar disputes with 

the ISO. An Excel spreadsheet is attached depicting MMWEC's calculation of these 

over-charges. 

Rule 206(bX6): The issues presented in this complaint are not pending In an 

existing Commission proceeding or in any other forum. 

Rule 206(b){9): The Towns have followed procedures as provided for in the 

ISO Tariff. MMWEC first requested a billing adjustment on behaff of the Towns 

pursuant to Section 6 of the ISO's Billing Policy, Exhibit I.D. to the ISO's FERC Electric 

Tariff No. 3. In response, the ISO denied the Towns any relief. The Towns believe that 

Alternative Dispute Resolution could resolve this dispute. 

Rule 206(bX10): MMWEC includes with this filing a form of notice suitable for 

publication in the Federal Register. 

VII. REQUEST FOR RELIEF 
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The Towns believe that Alternative Dispute Resolution could resolve this dispute 

and therefore they request that the Commission: (1) direct the ISO to provide 

Information needed to investigate and resolve their billing dispute; (2) assign a mediator 

from FERC's Office of Dispute Resolution to assist with the resolution of this dispute; 

and (3) hold this complaint in abeyance pending the outcome of that FERC-led dispute 

resolution process. 

If this complaint is not resolved through the FERC mediation process, the Towns 

request that FERC find that the ISO violated its tariff and the FPA and order the ISO to 

correct its billings to the Towns by refunding approximately $1,701,697.65 in 

overcharges. 

VIII. CONCLUSION 

WHEREFORE, for the foregoing reasons, MMWEC respectfully requests 

that the Commission grant the relief requested and grant any other relief as the 

Commission may deem necessary and appropriate. 

Respectfully submitted, 

/s/ 
Deborah Swanstrom 
Melanie T. Devoe 
Patton Boggs, LLP 
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255O M Street, NW 
Washington, DC 200037 
Tel: (202) 457-6000 
Fax: (202) 457-6315 
D$wanstrom~pattonboaas.com 
Attorneys for MMWEC 

Dated: January 23, 2007 
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VERIRCATION 

COMMONWEALTH OF MASSACHUSE'I'I'S ) 
COUNTY" OF HAMPDEN ) 

KEVIN T WRIGHT, having been duly swom, deposes and says that he Is the 
Director of Supply and Trading for MMWEC; that he has read the foregoing Complaint 
and is familiar with the contents thereof, and that the facts stated therein are true and 
correct to the best of his knowledge, Information and belief. 

Subscribed and sworn to before 
me this 23 'd day of January 2007 

NANCY A. BROWN, NotarYPubGo 
Co~mom~s~ of MxssxohuN~ 

My Commlssk>n Expires Dee. 17, 2010 

4854249 
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  ---MMWEC 
M A ~ A ~  MUN/C/P~tL m2qO/.K$A/~ ff /JCFI/C COMPANF 

November 16, 2006 

Privileged & Confidential 

Robert C. Ludlow 
Vice President and Chief Financial Officer 
ISO New England, Inc. 
One Sullivan Road 
Holyoke, MA 01040-2841 

SUBJECT: Request for Billing Adjustments Regarding August 2, 2006 Real-Time Invoice 
Issued August 17, 2006. 

Dear Mr. Ludlow: 

Pursuant to Section 6 of the ISO New England (the "ISO") Billing Policy, Exhibit I.D to 
the ISO's FERC Electric Tariff No. 3, the Massachusetts Municipal Wholesale Electric 
Company ("MMWEC") submits this Requested Billing Adjustmcmt ("RBA") on behalf of the 
Towns of Ashburnham, Boylston, Groton, Holden, City of  Holyoke, the Towns of Littleton, 
Paxton, Shrewsbury, Sterling, Temple~on, West Boylslon, the City of Westfield, and the Towns 
of Hingham, Hull, Mansfield, and North Attleborough ("the Towns") disputing Real-Time 
Charges for August 2, 2006 that appeared on an ISO-NE invoice issued August 17, 2006. 

The Towns were invoiced, in aggregate, approximately $1,701,697.65 beyond what they 
would have paid, had their bids been accepted in the Day-Ahead Market. Enclosed is an excel 
spreadsheet that depicts MMWEC's calculation of these over-charges. 

The Towns dispute these charges on the grounds that these charges violate, or are 
otherv~se inconsistent with, the ISO Tariff, or result from e r r o r s  by the ISO. Specifically, the 
Towns allege, among other things: (1) the Reserve Constraint Penalty Factor Charge was 
assessed incorrectly, particularly if there were instances ofvconomic or physical withholding; (2) 
computer errors occurred on August 1 ~ and 2 ~ that may have resulted in incorrect Real Time 
Prices, and (3) the ISO inconsistently processed the Towns' demand bids in the Day Ahead 
Market, resulting in the Towns being assessed substantially higher Real Time Prices. 

4 P U B L I C  C O R P O R A T I O N  

Mweb'Sat¢%PemGClt~tBmt41&,L~lm~,MAelM41 Pimp: (413)~-el41 Ftz: (413)SW-I~ 
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MMWEC's Understanclina of the Facts: 

August 2, 2006 was a peak day for New F_,ngland. Wyman 4, a 620 MW spinning reserve 
unit in Maine operated by a subsidiary of FPL Energy ("FPL"), tripped at 12:30 pm on August 
2nd exacerbating already constrained conditions. The ISO then bought emergency power f~3m 
the New York Control Area. 

The ISO implemented Reserve Shortage conditions under the auspices of ISO Tariff 
provision M-I 1 2.5.16.3(b). According to this provision, the ISO may call a Reserve Shortage 
Condition, if the New England Control Area had experienced a deficiency in total Operating 
Reserves that had lasted for at least four (4) hours or if it had experienced a deficiency in total 
ten-minute Operatin 8 Reserves, and the ISO had begun taking actions to maintain, or restore, 
Operating Reserves. MMWEC's billing data indicates that the Energy Component of  LMP 
started to increase at hO0 pm to $534 MWh and then from 2:00 pm to 5:00 pm was at $1,000 
MWh. The $1,000 MWh prices were assessed as a Reserve Shortage Condition Energy Price. 

According to the definition section of Market Rule 1, February 1, 2005 edition, the 
Reserve Shortage Condition Energy Price for a Reserve Shortage is defined to be $1,000/MWh. 
Under the Tariff, the ISO may charge the Reserve Shortage Condition Energy Price, ff the ISO 
determines that the shortage was real and not artificially created by withholding and "if the 
actions by the System Operator have not been sufficient to restore the Operating Reserves to the 
required levels as defined in ISO Operating Procedure No. 8." See FERC Electric TariffNo. 3, 
Section Ill 2.5(d)(i). 

3 t  tdmg 

The Towns suspect that one, or more, market participants may have engaged in physical 
withholding as defined in Section II.A.4 of the ISO Tariff Market Rule 1, Appendix A. 
According to ISO M-I ! 2.5.16.3(cXvi): "If the Internal Market Monitoring Unit, in conjunction 
with the Independent Market Monitoring Unit, determines that the Reserve Shortage Condition 
was the result of  physical withholding (as defined/n Appendix A to Market Rule 1), the affected 
Renl-Time Nodal Prices will not be adjusted." 

Additionally, the Towns are concerned that one or more market participants may have 
engaged in economic withholding as defined in Section III.A.5 of the ISO Tariff Market Rule t, 
Appendix A. Economic withholding in the Day Ahead Market would result in more customers 
being forced into the Real Time market, and economic withholding in the Real Time market 
would increase prices in the Real Time market. 

4842459 
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The Towns require additional information from the ISO to determine if economic or 
physical withholding occurred. The Towns therefore request permission, through their Dispute 
Representative, Patton Boggs, to access information regarding abnormal bidding strategies in the 
Day Ahead or Real Time markets, or abnormal physical conditions of generators related to 
August 2, 2006. Section 6.5(a) of the Tariff states that: "A Market Participant, PTO or Non- 
Market Participant Transmission Customer that is a potential Disputing Party is entitled to obtain 
access to Confidential Information for its Dispute Representative, if and only if, it can 
demonstrate to the ISO that such access is required to determine it has a substantive basis for 
filing a Requested Billing Adjustment with the ISO." The Towns respectfully request access to 
this information so that they may fttrtber investigate their billing dispute. 

Erro  

The Towns also are concerned that they were charged incorrect Real Time prices due to 
software errors. The ISO Weekly Market Report for July 311 to August 6 th indicated that there 
were several software errors impacting Real Time pricing during August 1st and 2nd which were 
later corrected. Theses errors occurred on August 2nd from 1:00 pm to 6:00 pro. The Towns are 
concerned that these sottware errors may have resulted in inaccurate, higher prices being 
charged. 

Inconsistent Tariff Atmlications 

The ISO may be able to resolve this dispute by reassessing how the Towns were cleared 
from the Day Ahead to the Real Time markets. The Towns believe that the ISO applied its 
Tariff inconsistently on two similar days, August 2 ~ and September 18 m. Although MMWEC 
bid its customers into the Day Ahead market in the same exact way on both days, different 
customers cleared the market on August 2 ~d and September 18 th. Enclosed is an excel 
spreadsheet that depicts how the Towns cleared the Day Ahead market for both days. MMWEC 
called the ISO regarding the inconsistent clearing of the Day Ahead market for both of these 
days, and HEAT Ticket #118721 was issued in regards to MMWEC's August 2 Dd inquiry. The 
ISO's response to the HEAT Ticket is attached to this letter. 

The ISO Tariff does not describe its Day Ahead cleating process in detail but says that 
"Scheduling encompasses the Day-Ahead and hourly sohedulin g process, through which the ISO 
determines the Day-Ahead Energy Market schedule and determines, based on changing forecasts 
of conditions and actions by Market Participants and system comtmints, a plan to serve the 
hourly energy and reserve requirements of the New England Control Area in the least costly 
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manner, subject to maintaining the reliability of the New England Controt Area." Section 
I1X.kXO.l(d) 

The Tmff  provision that covers carrying cns~omers from the Day Ahead to the Real 
Time Market states, at Section III.I.10.1A Ca) "that the ISO shall post on the intemet the total 
hourly loads including Decrement Bids scheduled in the Day-Ahead Energy Market as well as 
the ISO's estimate of the Control Area hourly load for the next Operating Day." In the HEAT 
Ticket response the ISO stated that "[t]he selection as to which Participant's bid is cleared during 
a situation where thca~ are identically priced bids that arc marginal is an automated process 
internal to the cleating software that chooses the first valid bid in the data process stream until 
the proper quantity is reachad." This does not explain why certain Towns cleared and others did 
noL 

The ISO must intetvce( and implement its Tariffin a consistent manner, without engaging 
in undue discrimination or preference. This is required generally by the ISO FERC Electric 
Tariff No. 3 at Section I. 1.3, and specifically by the Federal Power Act ("FPA"), which Section 
1.8 of the 1SO FERC Electric TariffNo. 3 incorporates. The FPA prohibits undue discrimination 
or preferences among cnstome~s. See FPA § 205(b), 16 USC § 824d. Therefore the Towns 
respectfully request that the ISO adjust the Towns' respective bills to remove the Real Time 
charges for those customers that should have cleared in the Day Ahead market on August 2 ~, but 
did not. 

Please direct correspondence regarding this RBA to Kevin Wright at MMWEC (413) 
589-0141 or ~ [ l f ~ m 3 g ~ a g ~  and to Melaule Devoe, at Patton Boggs (202) 457-6072 or 
mdevoe(~pattonbo88s.com. Please feel free to contact them if you have any questions or need 
additional information. 

Kevin T. Wright 
Director, Supply & Trading 

Glenn Steiger, MMWEC 
Debbie Swanstrom, Patton Boggs 
Nicholas J. Scobbo, Jr. Femter Scobbo & Rodophele, PC 
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Veneration, Susana 

From: Fitzgerald, Sean [sfltzgerald@lso-ne.com] 

Sent: Monday, September 25, 2006 3:24 PM 
To: Jeanette Sypek 
Subject: Response to HEAT Ticket # 118721 (Sent on Behalf of Da~'e Cavanaugh) 

Dear Jeanette, 

Massachusetts Municipal Wholesale Electric Company (MMWF.~ contacted ISO New England (ISO) via the HEAT 
Customer inquiry tracking tool to inquire, HEAT Ticket #118721, as to what is the mechanism for clearing Demand bids at a 
node and why certain Demand bids cleared while others did not. 

"On August 2, MMWEC submitted price sensitive demand bids of  $2OO for MMWEC members in both the SEMA and WCMA 
zones. There were certain hours for SF_,MA (hour 14 & 16) and WCMA (hour 18) where the DA IMP was exactly $200. For 
MMIVEC's SEMA participants, one participant (ID # 42) partially cleared for some MW's in hours 14 & 16. The rest o f  
MMWEC's SEMA participants did not clear any DA MW in hours 14 & 16. For MMWEC's WCMA participants, three (ID # 
1,4,40) participants fully cleared for their DA bids in hour 18. The rest of  MMWEC's WCMA participants did not clear any 
DA MW in hours 18." 

The reason that the bids were only partially cleared was that they were marginal (setting price at $200) in the hours in question 
similar to a generator clearing partially through a price/MW pair block when it is marginal. The selection as to which 
Participant's bid is cleared during a situation where thar¢ are ideaticaUy priced bids that are marginal is an automated process 
internal to the clearing software that chooses the first valid bid in the data process sUeara until the proper quantity is reached. 
If you should have any further questions surrounding this transmittal, please contact our Customer S=vice group. 

David A. Cavanaugh 
Manger, Market Support Sewices 
Vome: 413-540-4237 
Mo~e: 413-896-6757 
Fax: 413-535-4156 

1/23/2007 
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(~ERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon the 

ISO's designated representaUve for the RBA Decision, and the Chair of the NEPOOL 

Budget and Finance Subcommittee. Dated at Washington, DC this 23rd day of January 

2007. 

Lodle D. White 
PATTON BOGGS LLP 
2550 M Street, NW 
Washington, DC 20037 
Tel.: (202) 457-5626 
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