DRAFT

COST ALLOCATION WORKING GROUP CHARGE
Voltage Control Cost Allocation
1. Governance

The Cost Allocation Working Group (the “Working Group”) shall be an open group of interested stakeholders that is co-chaired by a designated representative from each of ISO New England, NEPOOL and NECPUC.  The Working Group will be a non-voting organization that attempts to meet its stated objective by achieving consensus among its participating members in open public meetings.  Any recommendations produced by the Working Group in accordance with the objective below will be advisory recommendations to each of the three organizations.  To the extent that such advisory recommendations include proposed modifications to ISO New England Market Rule 1, such modifications shall be submitted to NEPOOL for further action in accordance with the governing provisions of the Participants Agreement.

2. Objective

To reach a consensus on the most efficient and fair method of allocating costs associated with the out of merit commitment and dispatch of resources to provide voltage control in both high voltage and low voltage conditions (Voltage Control Cost Allocation or VCCA).  In OATT terms, these are the costs associated with the LOC, PC and SCL terms in the formula found in Schedule 2 (Original sheet 737) of the OATT. 
3. Scope of Activities
In attempting to meet its stated objective, it is anticipated that the Working Group will utilize a sequential process in which the Working Group shall:

· Review the relevant history of VCCA;

· Develop and distill a set of guiding principles and criteria for evaluating alternative methods for VCCA;

· Identify potential alternative VCCA methods; 

· Evaluate the current VCCA method and potential alternatives against the established guiding principles and criteria;

· Evaluate the potential effects on Participants and retail customers of alternatives and, if warranted, develop equitable transition mechanisms; 

· Determine the degree of consensus support for the current or any proposed alternative VCCA methods; and

· Provide a recommendation 

