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Development Cost Recovery lllustration: cost recovery v. certainty
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NESCOE Development Cost Recovery Notes

All project proponents fund their initial high level proposals
— All project proponents treated comparably

Projects that are “short listed” may provide further detailed analysis &
will receive greater cost certainty. Costs at this stage can be

recovered at capped levels as set out in tariff, TBD.
— Costs recovered by ratepayers not unlimited
— Costs shared by states that Opt In

Final project(s) states select for construction recover costs — some
cost containment parameters may be included

— Costs shared by states that Opt In
— Project developer files for state regulatory authority approval

— States and/or developers may develop mechanism for holding project sponsors
to cost certainty band in final selection. Project proponent assumes risk of
exceeding cost estimate

— Costs created by locality (e.g. undergrounding) assumed locally

A state that may not have Opted In early on, may Opt In at later stages
if that state agrees to contribute recalculated cost sharing of
development costs that were incurred during the time state was out, &
cost sharing of future project costs as agreed to by states that have
Opted in



Detailed NESCOE Framework to lllustrate Opt In Points
Opt In Points in Royal Blue

Stakeholder Input on Public Policies that Drive Transmission Cost Recovery

NESCOE Public Policy identification to ISO

NESCOE identifies Scenario Analysis Assumptions with stakeholder input (Economic Analysis)

ISO Performs these
v stages and receives cost

: : : : recovery
ISO conducts Scenario Analysis — stakeholder input on ISO’s draft analysis

NESCOE communicates which states are proceeding to the Transmission Study & provides non-binding

matrix to ISO

ISO Performs Transmission Study

ISO-NE Detailed Transmission Study including preliminary assessment of reliability benefits, stakeholder & Receives Cost Recover
input on parameters, initial high level proposals submitted by developers. ISO identifies short list of projects allocated to Participating States.
for further development, using non-binding matrix provided by states Developers Submit Proposals —

not eligible for Cost Recovery.

NESCOE communicates which states are interested in further development of short listed projects

Short list projects are developed further. 1SO determination of extent to which short-listed projects also meet Short-Listed Developers Receive
Cost Recovery (may be capped);

other needs such as reliability Aliocated to Opt In States

State Regulatory evaluation & decisions by Participating States including cost recovery approach;

communicate to ISO-NE

o o Finalist Receives Project Cost
ISO puts project in RSP & executes cost recovery per state regulatory decisions Recovery, May be subject to
containment mechanism



