
II. ELIGIBILITY FOR PAYMENT UNDER SCHEDULE 2

A. Qualified Generator Reactive Resources

Qualified Generator Reactive Resources shall be eligible for VAR Payments under this Schedule 2. A Qualified Generator Reactive Resource shall be offered into the Real-Time Energy Market at a MW level of at least its Economic Minimum Limit in all hours of the month whenever the resource is physically available, and be eligible for commitment by the ISO for the purpose of providing reactive power voltage support to the New England Transmission System. Qualified Generator Reactive Resources are subject to the forced re-scheduling provisions for outages in accordance with the ISO New England Manuals and ISO New England Operating Procedures for the purpose of providing reactive power voltage support to the New England Transmission System. In addition, any generator that is dispatched by ISO-NE for the purpose of providing voltage support to the New England Transmission System shall be eligible to recover its Lost Opportunity Costs (“LOC”), Cost of Energy Consumed (“CEC”), and Cost of Energy Produced (“CEP”) pursuant to Sections IV.B-D of this Schedule 2.

A generator shall be deemed a Qualified Generator Reactive Resource if it meets the following criteria:

1. the entity owning or controlling the reactive power capability of the generator reactive resource is a Market Participant;

2. the generator is: (a) interconnected to the New England Transmission System or (b) interconnected to the distribution system but participating in the New England Markets and (c) is metered and dispatchable by the ISO or otherwise subject to operational control by the ISO;

3. the generator provides measurable reactive power voltage support to the New England Transmission System, as determined from time-to-time by the ISO, and has its automatic voltage regulator status and control mode (including power factor, reactive power output and voltage control) telemetered to the ISO and the applicable Local Control Center; provided that the generator shall have until January 1, 2009 to have the necessary telemetering equipment installed and operating;

4. the generator meets the reactive power testing requirements applicable to generators, as determined from time-to-time by the ISO and specified in the ISO New England Operating Documents; and

5. the installation of the generator shall have been approved in accordance with the requirements of Section I.3.9 of the Tariff or its predecessor or successor provisions under the New England regional transmission arrangements.

Any generator that has been receiving VAR Payments under Schedule 2 prior to June 1, 2007 shall be deemed to be a Qualified Generator Reactive Resource as of that date, provided that it continues to meet the criteria specified in Section II, A. (1), (3) and (4), above; provided that, commencing June 1, 2007, generators that are Qualified Generator Reactive Resources as of June 1, 2007 but that do not submit an updated NX-12D form with leading VAR data prior to June 1, 2007 will not receive VAR Payments until the beginning of the year following the submittal of their updated NX-12D leading VAR data. Additionally, following June 1, 2007 each generator seeking to be newly designated as a Qualified Generator Reactive Resource shall submit information to the ISO regarding its capability to provide leading VAR Service prior to receiving any leading VAR Payments under Schedule 2. Such information shall be submitted in the form and within the timeframe prescribed in the Ancillary Service Schedule 2 Business Procedure and/or the Schedule 2 VAR Payment Implementation Rule.

