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1.0 Introduction

The New York Independent System Operator’s Installed Capacity manual (the “Manual”)
contains the procedures that will be followed by the New York Independent System
Operator (the “ISO”) and its Customers with regard to the Installed Capacity markets and
auctions administered by the ISO pursuant to the ISO Services Tariff. The Installed
Capacity Market provisions are discussed generally at Sections 5.9 through 5.16 of the

ISO Services Tariff %h&t—wasas ﬁled at. FERC on February 1 2000, and amended

Seeond;-theThe SO will-useuses an Unforced Capacity methodology starting Nevember
200+-to determine the amount of Capacity that each Resource is qualified to supply to the
NYCA, and to determine the amount of Capacity requirements—ofthat LSEs_must
procure. The Unforced Capacity methodology estimates the probability that a Resource
iswill be available to serve Load, taking into account forced outages. Section 2.194a of
the ISO Services Tariff defines Unforced Capacity as follows:

The measure by which Installed Capacity Suppliers will be
rated, in accordance with formulae set forth in the ISO
Procedures, to quantify the extent of their contribution to
satisfy the NYCA Minimum Installed Capacity
Requirement, and which will be used to measure the
portion of that NYCA__Minimum Installed Capacity
Requirement for which each LSE is responsible.

While the ISO uses an Unforced Capacity methodology, this Manual and the ISO
Services Tariff refer to the term “Installed Capacity” to describe the market as opposed to
the product. For example, the ISO administers “Installed Capacity auctions” where
“Installed Capacity Suppliers” offer “Unforced Capacity” that a-Cit-LSEs will purchase
to meet their “LoeattonalNYCA Minimum Installed Capacity Requirements.”

NYISO Installed Capacity Manual 1-1
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Every Capability ¥earPeriod, the ISO will translate the NYCA Minimum Installed
Capacity Requirement and the Locational Minimum Installed Capacity Requirement
into a NYCA Minimum Unfor apacity Requirement and a Locational Minimum
Unforced Capacity Requirement (see seetionsSections 2.5 , 2.6, 3.1 and 3.2 of this
Manual). From the NYCA Minimum Unfor apacity Requirement an

Locational Minimum Unforced Capacity Requirement, the ISO will then calculate and
establish each LSE’s “minimum Unforced Capacity requirement-_(“Minimum Unforced
Capacity Requirement”). On the supply side, the ISO will compile 12-month rolling
averages of Operating Data that it will use to determine the amount of Unforced Capacity
that each Installed Capacity Supplier is qualified to supply to the NYCA (see section 4.5
of this Manual). Thus, Market Participants will transact Unforced Capacity in Installed

Capacity auctions and Bilateral Transactions—starting—with—the—2001-2002 Winter
Capability Period.

The 1 n ts thr t f Install apacity auctions: th apabilit

Period Auction, the Monthly Auction and the ICAP Spot Market Auction. LSEs
ma nfor apacity procured in the Install apacity auctions to meet

their respective LSE Unforced Capacity Obligations for the applicable Obligation
Pr rmntPrl Partllatlnln th Mnthl Auction and th aalll

Participation in the ICAP t Market Auction shall consist of all LSEs and an

other entity that has an Unforced Capacity shortfall. Three ICAP Demand Curves
hall in the ICAP t Market Auction: one t termine the locational

component of LSE Unforced Capacity Obligations for the L.ong Island Locality, one
t termine the locational component of LSE Unfor apacit ligations for
the New York City Locality, and one to determine the total LSE Unforced Capacity
Obligations for all LSEs.

Capitalized terms used in this Manual shall have the same meaning as prescribed in the
ISO Services Tariff, unless otherwise defined, excepted, or noted in this Manual.

10
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2.0 Overview of Installed Capacity Planning
and Procurement Process

This section contains overviews of:

The major elements of New York’s Installed Capacity planning and procurement
process;

The New York Control Area (“NYCA”) Installed Reserve Margin;

The NYCA_Minimum Installed Capacity Requirement, Locational Minimum
Installed Capacity Requirements within the NYCA, and limitations on Unforced
Capacity from External Control Areas; and

The NYCA Minimum Unforced Capacity Requirement.

The ISO Services Tariff referencesreference for this section of the Manual are-Seetions
510-and 5-1Lis Section 5.10.

2.1

Overview

The New York State Reliability Council (“NYSRC”) sets the Installed Reserve
Margin and the ISO determines the NYCA Minimum Installed Capacity
Requirement in accordance with the criteria and standards of the NYSRC, the
Northeast Power Coordinating Council (“NPCC”) and the New York Public
Service Commission (“PSC”).

The ISO converts the NYCA Minimum Installed Capacity Requirement into a
NYCA Minimum Unforced Capacity Requirement.

The ISO determines Locational Minimum Installed Capacity Requirements and
converts them 1nto ngatlgnal Mlnlmum Unforced Capac1ty ters—Irn&}aH-y

&feasReg ulrement

The ISO assigns Minimum Unforced Capacity Requirements, including
Locational_Minimum Installed Capacity Requirements, to LSEs on a
Transmission District basis.

The ISO establishes, with the collaboration and assent of Market Participants,
standards, qualifications and requirements that will apply to Transmission
Owners, LSEs, and Installed Capacity Suppliers that are Internal and External to
the NYCA.

NYISO Installed Capacity Manual 2-1
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e The ISO determines the amount of Unforced Capacity that Installed Capacity
Suppliers may supply within the NYCA based upon these standards and
qualifications.

e The ISO determines the amount of Unforced Capacity that may be supplied by
Resources that are External to the NYCA, as specified in Section 2.7 of this
Manual.

e The ISO conducts regularly—scheduledthree (3) types of Installed Capacity
auctions—before—and-duringeach: the Capability Period_Auction, the Monthly
Auction and the ICAP Spot Market Auction.

e LSEs_may procure adequate Unforced Capacity from Installed Capacity
Suppliers, either bilaterally or through ISO-administered auctions, to meet their
requirements.

Participation in the Monthly Auction and the Capability Period Auction

hall consist of: (i) LSE King t rcha nfor apacity: (ii) an
other entity seeking to purchase Unforced Capacity; (iii) qualified Installed
apacit liers; and (iv) anv other entity that ns ex nfor
Capacity.
e Three ICAP Deman r hall in the ICAP t Market

Auction: one to determine the locational component of LSE Unforced
apacit lications for the Long Island Localit ne t termine th

locational component of LSE Unforced Capacity Obligations for the New
York City Locality, and one t termine the total LSE Unfor apacit

Obligations for all LSEs.

Participation in the ICAP t Market Auction shall consist of all LSEs an
any other entity that has an Unforced Capacity shortfall.

e The ISO monitors the compliance of Transmission Owners, LSEs, and Installed
Capacity Suppliers with the rules and procedures set forth in the ISO Services

Tarlff and 1 in this Manual—&ﬂd—h&s—the—&&themy—temapese—saneﬁeﬂs—eﬂ—er—s&bmﬁ

pfeeedufes.

2.2 Timeline

A detailed timeline foris posted under the eurrent—and—the—upeomingapplicable

Capability Period is-appended-to-this Manual-as-Attachment-Aon the Installed Capacity
ICAP) Market page of the NYISO website. Throughout the text of this Manual, there

are references to events that will occur on non-specific dates (e.g., “early in the month”).
The specific dates for these events will be posted on the eurrent-andaforementioned

page of the folowing-CapabilityYeararefound-inAttachment ANYISO website.

NYISO Installed Capacity Manual 2-2
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2.3 The NYCA Installed Reserve Margin

The NYCA Installed Reserve Margin is established annually by the NYSRC and is based
on the NPCC standard for Resource adequacy (“NPCC Resource Adequacy Standard”).

The NPCC Resource adegquacy—exists—inNewYorkState—whenAdequacy Standard

requires the probability of disconnecting firm Load due to a Resource deficiency (Loss
of Load Expectancy, or “LOLE”) willto be, on the average, no more than once in ten
years after due allowance for:

e Scheduled and forced outages and scheduled and forced deratings;

e Assistance over interconnections with neighboring Control Areas and regions;
and

e (Capacity and/or Load relief from available operating procedures.

The ISO uses a base model of the NYCA electric power system and its interconnections
with neighboring control areas to perform this analysis for the NYSRC.

2.4 The NYCA Minimum Installed Capacity
Requirement

The ISO calculates the NYCA_Minimum Installed Capacity Requirement in megawatts
for the Capability Year as the product of the forecasted NYCA peak Load and the
quantity one (1) plus the NYSRC Installed Reserve Margin. In deriving the Load
forecast, the ISO uses the procedures in the Load Forecasting Manual.

2.5 The NYCA Minimum Unforced Capacity
Requirement

As—an—interim—measure,—forFor each Capability Period the ISO calculates the NYCA
Minimum Unforced Capacity Requirement by multiplying the NYCA Minimum
Installed Capacity Requirement by the quantity one (1) minus the average EFORd value
of the six (6) most recent 12-month rolling average EFORds of all NY Resources in the
NYCA.

2.6 Locational Minimum Installed Capacity
Requirements

Due to transmission limitations into certain areas within the NYCA, LSEs serving Load
in these areas must procure a percentage of their total Minimum Unforced Capacity
regquirementRequirement from Installed Capacity Suppliers electrically located within

NYISO Installed Capacity Manual 2-3
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the constrained areas. Currently, there are two areas, called Localities, within the NYCA
where Locational Minimum Installed Capacity Requirements are imposed. These are the
New York City and the Long Island zones. The Locational Minimum Installed Capacity

Requirements apphlicableto-thesezones—wereare established annually by rulings—ef-the
PSCEISO and the LengIsland Power-Autherityare contained in Attachment B.

As—aninterimmeasure;forFor each Capability Period the ISO converts the Locational
Minimum Installed Capacity Requirements of LSEs into Locational Minimum Unforced
Capacity reguirementsRequirements by multiplying such Locational Minimum
Installed Capacity Requirements by the quantity one (1) minus the average EFORd value
of the six (6) most recent 12-month rolling average EFORds of all Resources located in
the relevant Locality.

For the purpose of specifying Locational Minimum Installed Capacity Requirements, the
remainder of the NYCA is grouped together as “All other NYCA Zones.” Locational
Minimum Installed Capacity Requirements are shown in Attachment B. Maps of the
NYCA Transmission Districts and NYCA Zones can be found in Attachment C.
Localities that are subject to ISO Services Tariff restrictions are also noted in Attachment
C.

2.7 Limitations on Unforced Capacity from
External Control Areas

The amounts of Unforced Capacity that can be supplied by Resources outside the NYCA
are constrained by two factors. The first is the requirement in Section 5.12.2 of the ISO
Services Tariff that an External Installed Capacity Supplier must:

o Demonstrate that the Installed Capacity Equivalent of the amount of Unforced
Capacity it supplies to the NYCA is deliverable to the NYCA; and

e Demonstrate that the Installed Capacity Equivalent of the amount of Unforced
Capacity it supplies to the NYCA will not be recalled or curtailed to satisfy the
Load of the External Control Area, or that the External Control Area in which it is
located will afford NYCA Load the same curtailment priority that it affords its
own Control Area Native Load.

The Installed Capacity Equivalent of a given amount of Unforced Capacity supplied by a
Supplier using a Resource is the portion of that Resource’s Capacity that is subject to the
requirements set forth in the Tariff and this Manual for Installed Capacity Suppliers. The
Installed Capacity Equivalent of a given amount of Unforced Capacity may exceed that
amount of Unforced Capacity, because a MW of Installed Capacity may translate into
less than 1 MW of Unforced Capacity. Procedures for calculating the Installed Capacity
Equivalent of the amount of Unforced Capacity provided by a given Installed Capacity
Provider using a given Resource are set forth in Attachment J.

NYISO Installed Capacity Manual 2-4
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Only neighboring Control Areas that meet these criteria will be included in the modeling
described in this Section 2.7 of this Manual.

The second constraint results from transmission limitations. The ISO will determine the
amount of Unforced Capacity that may be supplied from Resources External to the
NYCA while meeting the NPCC Resource Adequacy Standard described in Section 2.3.
Starting with the forecast Loads for the upcoming Capability Year, known Capacity
within the NYCA, grandfathered External Installed Capacity and accounting for a variety
of assumptions and uncertainties in consultation with the NYSRC, a NYCA Installed
Reserve Margin will be determined. Once the NYCA Installed Reserve Margin is
established, the ISO will determine the total NYCA_Minimum Installed Capacity
Requirement.

The maximum Unforced Capacity that may be supplied by each qualified neighboring
Control Area is determined as part of the process described in the paragraph above. This
is achieved by varying upstate NYCA Unforced Capacity with External Unforced
Capacity from each adjacent Control Area. In subsequent simulations, an Unforced
Capacity import amount from each Control Area is determined. To determine the
simultaneous maximum External Unforced Capacity that may be procured from all
neighboring Control Areas, the total of the maximum External Unforced Capacity
determined above, for each neighboring Control Area, is reduced in direct proportion
until the LOLE matches that of the base case.

The analyses used to determine the maximum amount of Unforced Capacity that can be
provided from Resources located in neighboring Control Areas will be open to review by
all Market Participants.

The allocation of Installed Capacity rights associated with transmission expansions is not
addressed at this time.
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3.0 Minimum Unforced Capacity
Requirements of Load Serving Entities

This section contains information and procedures related to:
e Calculating the NYCA Minimum Installed Capacity Requirement;
e Calculating the NYCA Minimum Unforced Capacity Requirement;

e The Transmission District Minimum Unforced Capacity
requirementsRequirements;

o Establishing an LSE’s Minimum Unforced Capacity requirementRequirement
for an Obligation Procurement Period;

e Customer-switching;

e Procedures for calculating Locational Minimum Installed-Capaeity Requirements
of ESEs: Capacity Requirements of LSEs;

Procedures for calculating ILocational Minimum nforced apacit
Requirements of LSEs;

e Grandfathered External Installed Capacity Resources; and
e The Capacity adjustment for firm Capacity sales by NYPA-; and

Calculating the LSE Unforced Capacity Obligation for each LSE.

The ISO Services Tariff referencesreference for this section of this Manual areis Section
540-and-5.11.

3.1 The NYCA Minimum Installed Capacity
Requirement

The ISO calculates the NYCA_Minimum Installed Capacity Requirement in megawatts
for the Capability Year as the product of the forecast NYCA peak Load and the quantity
one (1) plus the NYSRC Installed Reserve Margin.

For detailed Load forecasting methodology, refer to the ISO Load Forecasting Manual.
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3.2 The NYCA Minimum Unforced Capacity
Requirement

The ISO calculates the NYCA Minimum Unforced Capacity Requirement as described
in Section 2.5 of this Manual.

3.3 Transmission District Minimum Unforced
Capacity Requirements

The Minimum Unforced Capacity requirementRequirement for each Transmission
District will be calculated as the product of the NYCA_Minimum Unforced Capacity
Requirement and the ratio of the Transmission District’s forecast peak Load to the sum of
the forecast peak Loads for all Transmission Districts. In equation form:

Where:

UCR; = Minimum Unforced Capacity requirementRequirement for a
Transmission District t;

UCRnyca = NYCA Minimum Unforced Capacity requirementfor-the
NYCARequirement;

OIPL, = Forecast Capability Year One-Hour independent Peak Load for TD
t;

T= the set of all Transmission Districts; and

OIPL; = Forecast Capability Year One-Hour independent Peak Load for TD

s within set T.

3.4 Establishing an LSE’s Minimum Unforced
Capacity Requirement for an Obligation
Procurement Period

AAn LSE’s minimum Installed Capacity requirement (“Minimum Installed Capacity

Requirement?) is the sum of the Installed Capacity Requirements of each of its
customers. Each LSE’s Minimum Installed Capacity Requirement is set May—"before
each Capability Year and remains constant throughout the Capability Year. Each LSE’s
Minimum Installed Capacity Requirement is translated into ara Minimum Unforced
Capacity requirementRequirement as noted in Sections 2.5 and 2.6 of this Manual.

NYISO Installed Capacity Manual 3-2
Section 3.0 Unforced Capacity Requirements of Load Serving Entities



April 28 Sections 1-5 & Attachment B Blacklined Against Original

Draft Version 4 of the NYISO Installed Capacity Manual -- Demand Curve, SCR
Energy Strike Price and April 2003

Sections 3.5.1 and 3.5.2 of this Manual describe the only conditions that would require a
change of an individual LSE’s Minimum Installed Capacity Requirement during the
Capability Year.

Every month, each LSE must procure sufficient Unforced Capacity to meet its Minimum
Unforced Capacity reguirementRequirement for the following Obligation Procurement
Period. As an interim measure, the ISO will calculate the Minimum Unforced Capacity
requirementRequirement of each LSE in two steps prior to the Summer Capability
Period and in one step prior to the Winter Capability Period. The ISO will first calculate
an initial Minimum Unforced Capacity requirementRequirement and provide it to each
LSE in March for the following Summer Capability Period reflecting verified customer-
switching through the end of February. The ISO will perform a second calculation in
early April, when the ISO provides each LSE with its binding Summer Capability Period
Minimum Unforced Capacity requirementRequirement. The ISO will perform a third
calculation in early October and provide each LSE with a binding Winter Capability
Period Minimum Unforced Capacity requirementRequirement. These calculations will
be made in accordance with this Section 3.4 and Sections 2.5 and 2.6 of this Manual.
Each Capability Period Minimum Unforced Capacity reguirementRequirement will be
adjusted every month following the initial Capability Period assignment to reflect
customer-switching and is binding with regard to the LSE’s obligation to procure
Unforced Capacity for each Obligation Procurement Period within the corresponding
Capability Period.

The Minimum Unforced Capacity requirementRequirement for each LSE will be
calculated separately for each Transmission District in which it serves Load. The
requirement is based upon the LSE’s contribution to each Transmission District’s
forecast peak based on actual contributions to the Transmission District’s peak Load for
the prior calendar year. Where an LSE serves end-use partial requirement customers
(i.e., customers for whom the LSE provides service up to a specified amount), the portion
of the LSE’s contribution to the peak attributable to such partial requirement customers
shall be equal to the lesser of their actual contribution to the peak or the contract demands
of such partial requirement customers, if fully utilized, at the time of the Transmission
District’s peak.

The precise formulation of the requirement is as follows:

where:
UCRy, = Minimum Unforced Capacity requirementRequirement for LSE x
within TD t;
UCR; = Minimum Unforced Capacity requirementRequirement for
Transmission District t;
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CPDy; = Forecasted contribution to peak demand in Transmission District t
for LSE x, as defined further below; and

OIPL, = Forecast Capability Year One-Hour independent Year Peak Load
for TD t.

The forecasted contribution to peak demand of each LSE x within each Transmission
District t is calculated according to the following equation:

where:

GF.= the growth factor applied to each Load in Transmission District t to
determine the Minimum Installed Capacity
requirementRequirement for LSEs serving that Load, equal to ;

FRC = set of full-requirement retail customers of LSE x in Transmission
District t;

HPD,,; = demand by retail customer ¢ in Transmission District t during the
Peak Demand hour for Transmission District t of the last calendar
year;

PRC = set of retail partial-requirement customers of LSE x in

Transmission District t;

PRCA.;= the maximum contractual purchase in Transmission District t by an
retail partial requirements customer c; and

SRCy ;= set of supplemental-requirements retail customers of LSE x in
Transmission District t.

Each month, LSEs must submit completed Installed Capacity certification forms to the
ISO demonstrating thatthe amount of Unforced Capacity they have obtained-suffieient
Ynfereed-Capaeity for the upcoming Obligation Procurement Period. The certification
forms shall, at a minimum, require LSEs to: (i) designate the total amount of Unforced
Capacity they have procured; (i1) specify how much Unforced Capacity is associated with
Installed Capacity Suppliers located in each ISO defined Locality, the remainder of the
NYCA and each External Control Area; and (ii1) identify any Installed Capacity Supplier
from which they have procured Unforced Capacity pursuant to Bilateral Transactions.
Specific dates are provided mAttachment-Aunder the applicable Capability Period on
the Install apacity ICAP) Market page of the NYI ite.

In addition, the ISO will make available to LSEs “Installed Capacity notification forms”
for the remaining Obligation Procurement Periods of the Capability Period. The purpose
of the Installed Capacity notification forms is to help the ISO in its Installed Capacity
planning and reliability assessments. The format of the Installed Capacity notification
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forms will be similar to the Installed Capacity certification forms. Submission of the
Installed Capacity notification forms to the ISO is voluntary.

3.5 Customer-Switching

3.5.1 General Requirements for Customer-Switching within a
Capability Year

Establishment—efEstablishing Preliminary and Final LSE Minimum Unforced
Capacity Requirements

Each yearmonth (Attachment—A—provides—specific dates_are provided under the

applicable Capability Period on the Installed Capacity ICAP) Market page of the
NYISO website), Transmission Owners shal-submit-an—initialforeeast-with supporting

data; which will-refleetreflects verified customer-switching that_has occurred duringor is
scheduled for the prier-ealendar—yearcurrent month. In addition to the-initial-forecasts
and data submitted to the ISO, the Transmission Owner must provide to the ISO the
electronic version of the notification letters sent to the affected LSEs demonstrating that
such LSEs have been provided data regarding the customer changes assigned to them.

Each Transmission Owner shall also submit to the ISO aggregate peak Load data,
coincident with the Transmission District peak, for all customers served by each LSE
within its Transmission District, excluding those served by the municipal electric systems

(see Attachment-Athe applicable Capability Period on the Installed Capacity (ICAP)
Market page of the NYISO website). This data shall reflect verified customer-

switching—threugh-Deecember31-ofthe previous—year and may be derived from direct
meters or Load profiles of customers served. This information shall also be submitted to
each LSE affected by the customer-switching.

Based on documented customer-switching adjustments through the end of February, the
ISO  shall  calculate a  preliminary  Minimum  Unforced  Capacity
requirementRequirement for each LSE. The ISO will provide each LSE with its
preliminary Minimum Unforced Capacity requirementRequirement estimate. The ISO
will notify each LSE of its final Minimum Unforced Capacity requirementRequirement
for each year, which shall reflect documented customer-shifts as of April 1st that are
scheduled to occur before May Ist. In the event of a dispute as of April 10th regarding a
Transmission Owner’s forecast, the ISO shall nevertheless establish each LSE’s final
Minimum Unforced Capacity requirementRequirement, subject to possible adjustments
required from a resolution of the dispute.

Monthly Adjustments to FipalLSE Minimum Unforced Capacity Requirement

The Transmission Owners will update the ISO and affected LSEs on a monthly basis
concerning customer-switching. Each Transmission Owner will provide updated
aggregated LSE reports to the ISO and to each LSE serving Load in the Transmission
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District by the date provided in—-Attachment-A—ofthis Manualunder the applicable
apability Peri n_the Install apacity (ICAP) Market pa f the NYI
website. It is each Transmission OwrersOwner’s responsibility to submit all customer-
switching information in a timely manner. The NYISO will determine the net change in
Load for a Transmission Owner’s Transmission District customer-switching if the
NYISO has not received the appropriate customer-switching information in a timely

manner.

The updated aggregated LSE reports, which are submitted early in each month, shall
reflect all customer-switching through the end of the submittal month which were
reported to Transmission Owners as of the last day of the previous month. In addition to
customer switches scheduled for the month in which the report is submitted, the report
will include previously unreported customer switches that occurred in past months and
corrections for customer switches that were incorrectly reported in an earlier report.

As an example, a Transmission Owner will submit a LSE update report on July 7th which
represents all customer-switching changes occurring through July 31st that the
Transmission Owner received notice of by June 30th. This report might include the
following customer switches: a customer switch scheduled to occur on July 20th,
notification of a switch that occurred on June 5th that the Transmission Owner was
unaware of when it submitted its report in June, and a date correction for a switch that
occurred in May.

Based on customer-switching, the ISO will make monthly adjustments to each LSE’s
Minimum Unforced Capacity requirementRequirement for the month or months
remaining in the Capability Year which follows the month in which the Transmission
Owner’s report was submitted. These adjustments will reflect each individual LSE’s gain
and loss of customers. The adjustments will be made in such a way as to keep the total
Minimum Unforced Capacity reguirementRequirement for the Transmission District
constant.

To continue the example, in response to the Transmission Owners customer-switching
report submitted in early July (based on changes reported to the Transmission Owner by
June 30th), the ISO will recalculate affected LSE’s Minimum Unforced Capacity
requirementRequirement for the months of August through April (the last month of the
Capability Year). The ISO will inform affected LSEs of their new Minimum Unforced
Capacity regquirementRequirement prior to the Monthly Auction occurring in July,
allowing those LSEs affected ample time to acquire, as necessary, sufficient Unforced
Capacity for the month of August.

See the Capability Period Timeline #-Attachment-Aon the Installed Capacity ICAP)
Market page of the NYI ite for details concerning the schedule of updates and
notification requirements related to monthly customer-switching.
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3.5.2 Assignment of Minimum Installed Capacity

ObligationRequirements for a New Customer in a
Transmission District

A new customer is defined as any entity with a new service connection for which the
Transmission Owner cannot identify the entity’s contribution to the relevant prior peak
period. The Minimum Unforced Capacity requirementsRequirements related to new
customers are estimated by Transmission Owners and are reflected in the Load growth
assumptions of the Capability Year forecasts provided by the Transmission Owners and
approved by the ISO. Load growth assumptions typically include a component for new
customers and a component for existing customers.

The Minimum Unforced Capacity reguirementsRequirements of LSEs in each
Transmission District shall initially reflect all Load growth for such Transmission
District. Two different methods shall be used to adjust the Minimum Unforced Capacity
requirementsRequirements of LSEs serving Load when new Loads enter that
Transmission District.

e To the extent that a Transmission Owner has the ability to assign an estimated
peak Load coincident with the Transmission District peak Load to a new customer
in its Transmission District, it shall be permitted to do so. The LSE serving that
new customer shall assume the Minimum Unforced Capacity
obligationRequirement. The Minimum Unforced Capacity
requirementRequirement of each LSE serving Load within that Transmission
District shall then be reduced by its share of the new customer’s total Unforced
Capacity obligation which is assumed by the LSE serving that new customer. The
ISO will notify each affected LSE of its new Minimum Unforced Capacity
requirementRequirement in accordance with the dates provided mAttachment

r _the applicable Capability Peri n_the Install apacit

Market page of the NYISO website.

e In the absence of a direct assignment mechanism, the Minimum Unforced
Capacity reguirementRequirement of each LSE serving Load within that
Transmission District will not be normalized.

The following procedures will be used to account for the direct assignment of an
Unforced Capacity obligation for a new customer within the Capability Period.

e The relevant Transmission Owner shall notify the ISO and the relevant LSE of the
new customer’s Load based on its estimated peak Load coincident with the TD
peak Load.

e The ISO shall normalize the Minimum Unforced Capacity
requirementsRequirements of all LSEs serving Load in the Transmission District
at the time of the new customer’s assignment to the relevant LSE such that the
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total Minimum Unforced Capacity requirementRequirement for the

Transmission District remains constant. The ISO will notify each affected LSE of

its new Minimum Unforced Capacity requirementRequirement in accordance

with the dates provided m-Attachment-Aunder the applicable Capability Period
n the Install apacity ICAP) Market page of the NYI ite.

If a dispute occurs concerning the assignment of Minimum Unforced Capacity
obligatiensRequirements related to new customers, it shall be resolved in accordance
with Section 3.5.5 of this Manual. If the direct assignment of the Unforced Capacity
obligation for a new customer takes place within the Capability Period, the LSE with the
new customer obligation shall be required to have sufficient Unforced Capacity to cover
that assignment on the first day of the month after the first Monthly Auction following
the assignment and for each month thereafter in the Capability Year, in accordance with
the monthly LSE certification requirements. For example, if the NYISO provides
notification of an assignment of a new customer Minimum Unforced Capacity
obligatienRequirement to an LSE on July 10th (prior to the Monthly Auction taking
place in mid-July), that LSE is required to have sufficient Unforced Capacity to cover
that assignment from August through the following April, on a monthly basis.

3.5.3 Load Lost due to Departing Customers

To account for Load lost when a customer leaves New—York—Statea Transmission
District, the ISO will:

e Reduce the Minimum Unforced Capacity requirementRequirement of the Load-
losing LSE within the Transmission District.

o Relieve the LSE responsible for the Unforced Capacity obligation of the departing
customer of that obligation. The LSE may sell any excess Unforced Capacity. In
order for the Load-losing LSE to be relieved of this obligation, the Transmission
Owner must notify the ISO of the customer’s departure, by providing adequate
supporting documentation that it has left New York State. (For example, either a
countersigned letter between the Transmission Owner and the departing customer
or documentation that the departing customer has requested service disconnection
would meet this requirement.)

e Normalize the Minimum Unforced Capacity requirementsRequirements of all
LSEs serving Load (including the Load-losing LSE) in the relevant Transmission
District  such  that the total Minimum  Unforced  Capacity
requirementRequirement for the Transmission District remains constant.

Within two (2) business days, the ISO will notify the LSE that (a) it has either been
relieved of the LSE Unforced Capacity ebhgationObligation of thethat departing
customer_for the balance of that month and for the remaining months in the
Capability Year, or (b) the notification and supporting documentation is deemed
inadequate, in which case the LSE must continue to carry the Unforced Capacity
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associated with the departing customer until such time as it has satisfied the ISO’s
documentation requirement. When informing an LSE that its documentation is
inadequate, the ISO will provide guidance as to how the documentation could be made
acceptable.

3.5.4 Financial Arrangements to Cover Customer Switching

If a customer switches LSEs or if LSE Load is normalized pursuant to Section 3.5.1 of
this Manual, the following financial arrangements will be executed. Refer to Section 5 of
this Manual for details concerning the Monthly Installed Capacity Auctions referred to
below. Also refer to Section 5.11.3 of the ISO Services Tariff and Attachment L of this
Manual.

e The customer-gaining (or Load obligation-gaining) LSE will financially cover the
portion of the LSE Unforced Capacity_Obligation associated with its new
customer by paying the customer-losing LSE for each day that the customer-
gaining LSE serves that new customer, until the first day of the month following
the month in which each LSE was notified by the ISO of its new Minimum
Unforced Capacity requirementRequirement associated with the customer-

switching (see Attachment-Athe applicable Capability Period on the Installed

Capacity (ICAP) Market page of the NYISO website for the timing of such
notification), at which time the Minimum Unforced Capacity

requirementRequirement of each LSE will reflect the switch. (This paragraph,
and those following in this subsection, also apply to shifts in LSE Load
obligations due to periodic normalizing. See Sections 3.5.2 and 3.5.3 above, and
Attachment L to this Manual.)

e The ISO will use the monthly Installed Capacity billing cycle, in the same month
in which the ISO notified each affected LSE, to bill the customer-gaining LSE,
for the period referred to directly above.

e The rate that will be used to calculate this financial exchange for each month in
which the obligation to procure Installed Capacity shifts, as described above, will
be the monthly clearing price established for that month in the most recent,

previous MenthiyICAP Spot Market Auction, #-anytnstalled-Capaeitysalesfor
th&t—meﬁﬂa—wer%ele&red—m—th&t—aﬁet}eﬁ—prorated on a dally bas1s I—f—ne—I—nst&Heé

Attachment L of this Manual for 1nformat10n in connectlon w1th the ﬁnan01al
reconciliation process.)
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o If the customer-losing LSE received a rebate associated with the lost customer
(see Section 5.12 and Attachment L of this Manual for information concerning
rebates), a proportionate share of the rebate will reduce the amount paid by the
customer-gaining LSE.

For example, if a Transmission Owner is notified prior to the end of June of a customer
switch in its Transmission District that will occur on July 20th, it will report this
occurrence in early July to the ISO and affected LSEs. Shortly thereafter, the ISO will
recalculate the Minimum Unforced Capacity requirementRequirement of the affected
LSEs and notify them prior to the Monthly Auction occurring in mid-July. Each affected
LSE will be responsible for its new Minimum Unforced Capacity
requirementRequirement starting August Ist. In the meantime, in order to reflect the
gain and loss of customers of each affected LSE during the month of July (in this
instance, from July 20th through July 31st), in Unforced Capacity terms, the customer-
gaining LSE will be required to cover the cost of the portion of the LSE Unforced
Capacity_Obligation previously procured by the customer-losing LSE for the month of
July to satisfy the customer’s Load by reimbursing the customer-losing LSE on a pro rata
basis (in this case, for 12 days). This amount will be calculated using the clearing price
for Installed Capacity for the month of July determined in the MenthlyICAP Spot
Market Auction which took place in June;-unlessno-Installed-Capaeityfor-the-menth-of

B v ' J S

This financial reconciliation will be reflected in the July billing cycle.
3.5.5 Disputes Related to Customer Switching

Any disputes among Market Participants concerning customer-switching shall be
resolved either by the ISO Expedited Dispute Resolution Procedures (as set forth in
Section 5.16 of the ISO Services Tariff), or the relevant Transmission Owner’s retail
access procedures, as applicable.

If a dispute occurs, the ISO will make its monthly Unforced Capacity adjustments as if
the customer-shift had occurred as reported by the Transmission Owner and will
retroactively modify these adjustments based on the outcome of the applicable Dispute
Resolution Process, if necessary.
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3.6 Procedures for Calculating the Locational

Minimum Unforced Capacity Requirements of
LSEs

3.6.1 Minimum Requirements for LSEs Serving Loads within
Localities

LSEs serving Loads within Localities will be required to obtain a certain percentage of
their total Unforced Capacity from Installed Capacity Suppliers located in that Locality.
The Locational Minimum Unforced Capacity Requirement for an LSE within a Locality
will be calculated as follows:

where:

LUCAP,= the Locational Minimum Installed Capacity Requirement for LSE
x for Locality p expressed in Unforced Capacity terms;

UCRyp= the Unforced Capacity requirement for LSE x for Locality p
(which is calculated by substituting the Locality p for the
Transmission District t in the equations in Section 3.4);

LP,= the amount of Unforced Capacity that must be procured within the
Locality p, expressed as a percentage of the Locality p forecast
peak Load;

PK,= the forecast peak Load for Locality p; and

UCR,= Unforced Capacity requirement for all Load in Locality p (which is

calculated by substituting the Locality p for the Transmission
District t in the equations in Section 3.3).

3.7 Grandfathered External Installed Capacity
Resources

The ISO will make adjustments to the allocations of External Capacity rights to LSEs to
ensure that all LSEs holding rights to grandfathered External Installed Capacity
Resources will be able to claim these Resources to satisfy their Minimum Unforced

Capacity requirementRequirement.
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3.8 Capacity Adjustment for Firm Capacity Sales
by NYPA

In cases in which NYPA sells firm Capacity to an existing New York Transmission
Owner, a municipal or cooperative system or to a neighboring state bargaining agency
from the Niagara, St. Lawrence or Fitzpatrick generating plants, an adjustment factor is
applied by NYPA to determine the number of MW that each such purchaser of NYPA firm
Capacity may count towards its Minimum Unforced Capacity requirenentRequirement.
The adjustment factor shall be calculated separately for the Niagara, St. Lawrence and
Fitzpatrick plants and each such adjustment factor shall be applied only to firm Capacity
sales from that plant.

These adjustment factors cannot exceed one plus the NYSRC's Installed Reserve Margin.
Once the Adjustment Factors are obtained, the Adjusted Unforced Capacity from NYPA
plants is calculated as:

Adjusted
Where:

Adjusted UCyyps =  The amount that the purchasers of firm capacity and NYPA
use in their Unforced Capacity calculations.

ICAF yjane =  NYPA adjustment factor applied to the contractual amount from
plant.

1Chian = The contractual Capacity amount purchased from plant.

Plant = Niagara, St. Lawrence, or Fitzpatrick.

Adjusted

The ISO will use this adjustment factor to determine whether an LSE purchasing from
these NYPA Resources has procured sufficient Unforced Capacity to meet its Minimum

Unforced Capacity requirenentRequirement.

[This Section is subject to strike.]
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4.0 Installed Capacity Requirements
Applicable to Installed Capacity Suppliers

4.1 Overview

Resources must follow certain procedures and provide pertinent information to the ISO in
order to qualify as Installed Capacity Suppliers. The requirements necessary to qualify as
an Installed Capacity Supplier can be found in Sections 4.2 and 4.3 below, and include
DMNC testing and maintenance schedule reporting.

After completing the procedures listed above, Resources which have qualified as
Installed Capacity Suppliers must fulfill certain requirements provided by the ISO in
order to retain all of the privileges to which an Installed Capacity Supplier is entitled.
These requirements are provided in detail in Sections 4.4 through 4.8 below. The
requirements include reporting Operating Data; planned maintenance and forced outage
notification requirements; the filing of monthly Installed Capacity certification forms;
and bidding, scheduling, and notification responsibilities.

Certain Installed Capacity Suppliers must fulfill alternative or additional requirements
provided by the ISO in addition to or in place of the requirements found in Sections 4.2
through 4.8. These alternative or additional requirements can be found in Sections 4.9
through 4.13. Each of these sections address a different individual Resource.

Installed Capacity Suppliers which fail to fulfill the requirements detailed in Sections 4.4
through 4.13 are subject to sanctions, as provided in Section 5.12.12 of the ISO Services
Tariff. Details regarding these sanctions may be found in Section 6.1 of this Manual.

Resources may be physically located in the NYCA, or in an External Control Area which
meets the recall and Curtailment requirements and the locational limitations specified in
Section 2.7 of this Manual.

4.2 DMNC Test Procedures (Section 5.12.8 ISO
Services Tariff)

Potential Installed Capacity Suppliers must perform DMNC tests in accordance with the
procedures described below (unless exempt in accordance with the provisions of Section
4.4.3 of this Manual), and provide the ISO with the required documentation of those tests.
Alternatively, potential Installed Capacity Suppliers, with the exception of new
Resources, may use historical production data for the immediately preceding like
Capability Period, no more than 12 months old, in lieu of DMNC test data. The
completeness, accuracy, and validity of the DMNC test data or historical production data
sent to the NYISO is the responsibility of the Resource making such data submission.
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An Installed Capacity Supplier offering to supply Unforced Capacity as a System
Resource must submit DMNC test data, or historical production data, for each Generator
that it seeks to aggregate. Interruptible Load Resources must provide evidence of a one
(1) hour disconnection period less than one (1) year old.

Beginning with the Winter 2000-2001 Capability Period, final DMNC Test results (see
Attachment D) must be transmitted to the ISO not later than sixty (60) days following the
end of the test period.

4.2.1 DMNC Test Periods

The DMNC Test Period for the Summer Capability Period is June 1 through September
15 and for the Winter Capability Period is November 1 through April 15.

New Resources may qualify as Installed Capacity Suppliers at any time during a
Capability Year based on the results of an appropriate demonstration test, production
data, or Special Case Resource commitment. New generating Resources must
temperature-adjust the results of the appropriate demonstration test or production data,
using the procedures noted in Attachment D to this Manual.

To qualify as Installed Capacity Suppliers in any Installed Capacity auction administered
by the ISO, new Resources shall submit to the ISO the results of an appropriate
demonstration test, production data or Special Case Resource commitment prescribed by
this Manual by 5:00 PM at least two (2) calendar days before the administration of the
relevant auction provided, however, that Resources shall submit such results by 5:00 PM
on the Friday immediately preceding an auction when such auction is scheduled on a
Monday. For example, if the ISO administers the auction on a Thursday, new Resources
shall submit appropriate demonstration test, production data or Special Case Resource
commitment by 5:00 PM on the Tuesday preceding the auction. If the ISO administers
an auction on Monday, new Resources shall submit such results by 5:00 PM on the
Friday preceding the auction.

In addition to the submission of the results of an appropriate demonstration test or
production data required by the previous paragraph, new generating Resources that want
to participate in [ISO-administered auctions shall submit to the ISO a notification letter if
they do not already have, and will require, a point ID to participate in the ISO market.
The notification letter shall state the intention of the Resource to seek qualification as an
Installed Capacity Supplier, and include the Resource’s name, location, and other
information as the ISO may reasonably request. This letter does not oblige a Resource to
qualify as an ICAP Supplier; it allows the ISO to prepare and be able to accommodate a
Resource should that Resource request qualification and submit appropriate
demonstration test or production data shortly before an auction. A Resource shall submit
the notification letter to the ISO by the first business day of the month in which it wishes
to qualify as an Installed Capacity Supplier.
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To qualify Installed Capacity for a Bilateral Transaction or for a self-supplying LSE, new
Resources shall submit to the ISO the results of an appropriate demonstration test,
production data or Special Case Resource commitment prescribed by this Manual by 5:00
PM at least two (2) calendar days before the day LSEs must certify that they have
procured sufficient Installed Capacity for the following Obligation Procurement Period
(in this paragraph, the “Certification Day”) provided, however, that Resources shall
submit the results of an appropriate demonstration test, production data or Special Case
Resource commitment prescribed by this Manual by 5:00 PM on the Friday immediately
preceding the Certification Day when such Certification Day is a Monday. For example,
if the Certification Day is a Thursday, new Resources shall submit appropriate
demonstration test, production data or Special Case Resource commitment results by 5:00
PM on the Tuesday preceding the Certification Day. If the Certification Day is a
Monday, new Resources shall submit such results by 5:00 PM on the Friday preceding
the Certification Day.

Existing Resources that have increased Capacity due to changes in their generating
equipment may demonstrate the DMNC of the incremental Capacity for and within a
Capability Period by following the procedures described above for new Generators.

The ISO shall inform each potential Installed Capacity Supplier that is required to submit
DMNC data of [ISO-documented DMNC ratings for the Summer Capability Period in
February, and for the Winter Capability Period in August (See AttachmentAthe

applicable Capability Period on the Installed Capacity (ICAP) Market ga—ge of the
NYISO website).

4.2.2 Resource Specific Test Conditions

The Resources listed below must meet the applicable DMNC test conditions specified
below in order to be qualified as Installed Capacity Suppliers. Resources must also
report DMNC test results to the ISO using the appropriate form in Attachment D.

Fossil Fuel and Nuclear Stations

Valid DMNC:s for fossil fuel or nuclear steam units are determined by the
following:

(a) The unit’s sustained maximum net output averaged over a four (4)
consecutive hour period.

(b) For common-header turbine-generators, the DMNC is determined
on a group basis. Each such turbine-generator is assigned a rating
by distributing the combined Capacity among them.

(©) The sum of the DMNC of individual turbine-generators in a
generating station cannot be greater than the DMNC of the whole
station.
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Hydro Station
Valid DMNC:s for hydro units are determined by the following:

(a) The sustained net output averaged over a four (4) consecutive hour
period using average stream flow and/or storage conditions within
machine discharge Capacity.

(b) For a multi-unit hydro station, the DMNC is determined as a group
and each hydro unit in such a station is assigned a rating by
distributing the combined station DMNC among them.

() The sum of the DMNC of individual units in a multi-unit hydro
station cannot be greater than the DMNC of the whole station.

Internal Combustion Units and Combustion Turbines

Valid DMNC s for internal combustion units and combustion turbines are
determined by the following:

(a) The sustained maximum net output for a one (1) hour period.

(b) The unit’s winter DMNC rating is determined on the basis of the
average ambient and cooling system temperature experienced at
the time of the Transmission District’s winter peak during the
previous four (4) Winter Capability Periods.

() The unit’s summer DMNC is determined on the basis of the
average ambient and cooling system temperature experienced at
the time of the Transmission District’s summer peak during the
previous four (4) Summer Capability Periods.

Combined Cycle Stations
Valid DMNCs for combined cycle stations are determined by the following:

(a) The sustained maximum net output over four (4) consecutive
hours.

(b) A combined cycle station’s winter DMNC rating is determined on
the basis of the average ambient and cooling system temperature
experienced at the time of the Transmission District’s winter peak
during the previous four (4) Winter Capability Periods.

() A combined cycle station’s summer DMNC rating is determined
on the basis of the average ambient and cooling system
temperature experienced at the time of the Transmission District’s
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summer peak during the previous four (4) Summer Capability
Periods.

Intermittent, Energy Limited, Other Stations
Valid DMNC:s for other units are determined by the following:

(a) The sustained maximum net output averaged over a four (4)
consecutive hour period.

(b) For a multi-unit station, the DMNC is determined as a group and
each unit in such a station is assigned a rating by distributing the
combined station DMNC among them.

(©) The sum of the DMNC:s of individual units in a multi-unit station
cannot be greater than the DMNC of the whole station.

Valid DMNC:s for Intermittent Power Resources may also be determined by the
Intermittent Power Resources’ unit’s nameplate rating provided, however, that the
ISO shall have the authority to review Intermittent Power Resources’ production
data.

4.2.3 Treatment of Station Service Load

In general, the DMNC rating for a Resource is the amount of power delivered to the
transmission grid. The DMNC rating should reflect a reduction in gross output of the
Resource for station service Load. In most cases, this determination is straightforward
because the Resource is connected to the Transmission System, and the amount of power
provided to the Transmission System reflects the station service Load reduction.

In other cases, a portion of the station service Load may be provided from sources other
than the Resource. In these cases, separate measurements must be made of the station
service Load and subtracted from the Resource’s gross output measured at the generator
leads at the time of the DMNC test.

In the event of disagreement concerning the station service Load for facilities that fall
into the later category, the relevant Transmission Owners will provide to the ISO any
information available to it which relates to the configuration of the Resource and its
station service Load. If the disagreement concerning the station service Load is not
resolved by the additional information the Transmission Owners provide, the ISO
Expedited Dispute Resolution Procedures (as set forth in Section 5.16 of the ISO Services
Tariff) shall be used to determine the station service Load in dispute.

4.2.4 Required DMNC Generating Capability Test Data
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An entity that wants to establish a DMNC rating for its Resources must complete and
report the test results for each of its Resources by sending the appropriate form provided
in Attachment D to the ISO. The test reports include:

1.

Kilowatt-hour meter readings from the tests to verify net output.
Reproduced copies of actual log sheets are preferred where possible.

For internal combustion units, combustion turbine units, and combined
cycle units, a curve of net capability vs. ambient and cooling systems
temperatures, with the test result noted on the graph.

For steam units, test conditions as listed below (see also Attachment D):
e Over pressure

o Top feed water heater O/S.

4.3 Maintenance Scheduling Requirements
(Section 5.12.3 ISO Services Tariff)

All Resources intending to supply Unforced Capacity to the NYCA must comply with the
following procedures, unless specific exceptions are noted below.

1.

Submit a confidential notification to the ISO of proposed outage schedules
for the next two (2) calendar years by September 1st of the current
calendar year.

If Operating Reserve deficiencies are projected to occur in certain weeks
for the upcoming calendar year, based upon the ISO’s reliability
assessment, Resources may be requested to voluntarily reschedule planned
maintenance.

The ISO will provide the Resource with alternative acceptable times for
the rescheduled maintenance.

If the Resource is a Generator that qualifies as an Installed Capacity
Supplier that does not voluntarily re-schedule its planned maintenance
within the alternative acceptable times provided by the ISO, the ISO will
invoke mandatory re-scheduling using the procedures prescribed in the
ISO Outage Scheduling Manual.

A Resource that did not qualify as an Installed Capacity Supplier prior to
the Obligation Procurement Period and that intends to be an Installed
Capacity Supplier within the Obligation Procurement Period must provide
the ISO with its proposed outage schedule for the current Capability Year
and the following two (2) calendar years, no later than the first day of the

NYISO Installed Capacity Manual 4-6
Section 4.0 Installed Capacity Requirements Applicable to Installed Capacity Suppliers



April 28 Sections 1-5 & Attachment B Blacklined Against Original

Draft Version 4 of the NYISO Installed Capacity Manual -- Demand Curve, SCR
Energy Strike Price and April 2003

month preceding the month in which it intends to supply Unforced
Capacity, so that it may be subject to the voluntary and mandatory re-
scheduling procedures described above.

An Installed Capacity Supplier that refuses the ISO’s forced rescheduling of its proposed
outages shall not qualify as an Installed Capacity Supplier for that unit for any month
during which it schedules or conducts an outage.

4.3.1 Interruptible Load Resources
Interruptible Load Resources must comply with the following procedures.

1. Notify the ISO at least thirty days prior to the beginning of an Obligation
Procurement Period of scheduled maintenance that would reduce their
ability to interrupt during the upcoming Obligation Procurement Period.

2. Notify the ISO of any major equipment which is out of service and
therefore cannot be interrupted because it is already off, and notify the
ISO when the equipment is coming back on.

3. Provide the ISO with a written commitment that any scheduled
maintenance that would reduce their ability to interrupt without reducing
Load will only be conducted from November 1st through March 31st of
any calendar year.

Interruptible Load Resources that are Special Case Resources_as defined in Section 4.12
of this Manual are not subject to the requirements of this Section 4.3.1.

4.3.2 External System Resources

The ISO and the External Control Area in which the External System Resource is located
will coordinate the maintenance schedules for the interconnections that link these
Resources to the NYCA. External System Resources are not subject to the voluntary and
mandatory re-scheduling procedures described above.

4.3.3 Special Case Resources (Section 4.12 of this Manual)

Special Case Resources are not subject to maintenance scheduling requirements.
However, a Special Case Resource must report a change of status that would affect its
ability to provide Capacity to the ISO.
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4.4 Operating Data Reporting Requirements
(Section 5.12.5 ISO Services Tariff)

Installed Capacity Suppliers shall submit Operating Data to the ISO every month in
accordance with the following subsections. The completeness, accuracy, and validity of
the performance data sent to the NYISO is the responsibility of the Resource making
such data submission. Installed Capacity Suppliers that do not comply with the following
subsections shall be subject to the sanctions provided in Section 5.12.12 of the ISO
Services Tariff.

When an Installed Capacity Supplier (the “Seller”) sells Unforced Capacity to another
Installed Capacity Supplier (the “Purchaser”), such as an Installed Capacity Marketer, the
Seller and the Purchaser may designate the Purchaser as the entity responsible for
fulfilling the obligations and requirements set forth in Section 4.4 of this Manual. Such
designation shall be made in writing to the ISO at least five (5) calendar days before the
date by which any of the relevant obligations or requirements must be fulfilled.

If no designation is made to the ISO, the Seller shall be responsible for fulfilling all the
obligations and requirements set forth in this Section 4.4 of this Manual. The Purchasers
that are designated pursuant to the preceding paragraph shall be subject to the sanctions
provided in Section 5.12.12 of the ISO Services Tariff as if they were a Seller.

4.4.1 Generators

By the 20th day of each month, Generators shall submit to the ISO GADS Data or data
equivalent to GADS Data pertaining to the previous month. For example, Generators
shall submit by May 20, 2001 GADS Data or data equivalent to GADS Data pertaining to
their operations during the month of April 2001. Generators shall submit GADS Data or
data equivalent to GADS Data in accordance with the 82-character fixed format provided
in Attachment K of this Manual.

4.4.2 System Resources

By the 20th day of each month, System Resources shall submit to the ISO GADS Data or
data equivalent to GADS Data pertaining to the previous month. For example, System
Resources shall submit by May 20, 2001 GADS Data or data equivalent to GADS Data
pertaining to their operations during the month of April 2001. System Resources shall
submit GADS Data or data equivalent to GADS Data in accordance with the 82-character
fixed format provided in Attachment K of this Manual.

4.4.3 Control Area System Resources

By the 20th day of each month, Control Area System Resources or the purchasers of
Unforced Capacity from those Resources shall submit to the ISO CARL Data pertaining
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to the previous month. For example, Control Area System Resources shall submit by
October 20, 2001 CARL Data pertaining to their operations during the month of
September 2001.

CARL Data submitted on a monthly basis shall cover (1) the prior month and (2) each
individual hour during that month in which the Control Area System Resource was
unable to supply the Energy associated with the Installed Capacity Equivalent of the
Unforced Capacity it supplied to the NYCA. CARL Data submitted for a Control Area
System Resource providing Installed Capacity from Control Area ¢ shall consist of actual
data and include the following information for each hour identified above and for each
month:

1. The maximum actual total generating Capacity in Control Area c;

2. The actual External firm Capacity purchases by Control Area ¢, other than
purchases from Resources in the NYCA;

3. The actual amount of load management (i.e., interruptible load) in Control Area c;
4. The actual peak Load for Control Area c, including system losses;

5. The actual External firm Capacity sales by Control Area ¢, other than firm
capacity sales to the NYCA;

6. Actual losses, up to the border of the NYCA, that were incurred on transactions
corresponding to sales of Unforced Capacity by that Control Area System
Resource outside Control Area c;

7. The amount of generating Capacity in Control Area c that is actually unavailable
due to planned maintenance;

8. The amount of generating Capacity in Control Area c¢ that was actually
unavailable due to forced outages; and

9. The amount of operating reserve that was actually available for Control Area c.

Forty-five (45) days prior to any Capability Period, Control Area System Resources shall
submit forecasted CARL Data for items (1) through (8) above for each month of the
following Capability Period. Control Area System Resources shall submit data for items
(9) and (10) for each month within 20 days of the conclusion of each month.

During each Capability Period, a Control Area System Resources may submit revised
forecasts of items (1) through (8) above for each month of that Capability Period. These
forecasts may be revised to reflect changes in the allocation of planning reserve among
the months of that Capability Period resulting from the amount of Installed Capacity
actually sold by that Control Area System Resource earlier in the Capability Period.
Such forecasts must be submitted by 25 days before a month if they are to be used to
determine the amount of CARL Data for the whole Capability Period in light of the
External firm Capacity engaged in the previous months.
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4.4.4 Energy Limited Resources

By the 20th day of each month, Energy Limited Resources shall submit to the ISO GADS
Data or data equivalent to GADS Data pertaining to the previous month. For example,
Energy Limited Resources shall submit by May 20, 2001 GADS Data or data equivalent
to GADS Data pertaining to their operations during the month of April 2001. Energy
Limited Resources shall submit GADS Data or data equivalent to GADS Data in
accordance with the 82-character fixed format provided in Attachment K of this Manual.

4.4.5 Interruptible Load Resources

Subject to Sections 4.4.7 of this Manual, Interruptible Load Resources shall submit
documentation for each operation using the form provided in Attachment K.

By the 20th day of each month, Interruptible Load Resources shall submit to the ISO data
in the format shown in Attachment K for each interruption. For example, they shall
submit by May 20, data corresponding to their operations during the month of April
2001.

4.4.6 Intermittent Power Resources

Intermittent Power Resources shall submit to the ISO data pertaining to their net
dependable Capacity, actual generation, maintenance hours, planned hours, periods
hours, and other information as may be reasonably requested by the ISO such as the
location and name of the Intermittent Power Resource. Intermittent Power Resources
shall submit data pertaining to the previous month on the 20th day of each month and in
accordance with the 82-character fixed format provided in Attachment K of this Manual.
For example, Intermittent Power Resources shall submit by May 20, 2001 data pertaining
to their operations during the month of April 2001.

4.4.7 Special Case Resources (Section 4.12 of this Manual)

Special Case Resources shall submit documentation to the ISO, each time they are called
upon to operate, in the form of Figure 2 provided in Attachment K.

4.4.7.1 Special Case Resources that are Interruptible Load Resources

Special Case Resources that were requested to reduce Load in any month shall
submit to the ISO by the 20th day of the following month data in the format
shown in Figure 2 of Attachment K for each requested interruption. For example,
Special Case Resources shall submit by May 20, 2001, their data pertaining to the
month of April 2001 if they were called upon to reduce Load in April 2001.

4.4.7.2 Special Case Resources that are Generators
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Special Case Resources that are Generators and were requested to operate in any
month shall submit to the ISO by the 20" day of the following month data in the
format shown in Figure 2 of Attachment K for each requested operating period.
For example, Special Case Resources that are Generators shall submit by May 20,
2001, their data pertaining to the month of April 2001 if they were called upon to
operate in April 2001.

4.4.8 Municipally-Owned Generation

By the 20th day of each month, municipally-owned generation shall submit to the ISO
data equivalent to GADS Data pertaining to the previous month. For example,
municipally-owned generation shall submit by May 20, 2001 data equivalent to GADS
Data pertaining to their operations during the month of April 2001. Municipally-owned
generation shall submit data in accordance with the form provided in Attachment K of
this Manual, GADS or Special Case Resource reporting, as appropriate.

4.4.9 Resources Capable of Supplying Unforced Capacity in
New York

This subsection applies to Resources which (1) have not previously been in operation in
the NYCA, (2) are not subject to the requirements of Subsection 4.4.1. through
Subsection 4.4.8 of this Manual, and (3) want to supply Unforced Capacity to the NYCA
in the future.

By the tenth (10th) day of the month preceding the month when a Resource wants to
supply Unforced Capacity to the NYCA, the Resource shall submit to the ISO the
appropriate Operating Data pertaining to its operations over the previous 12 months, if it
was in operation. A Resource that wants to continue to supply Unforced Capacity in the
NYCA immediately thereafter shall submit, by the 20th day of each month, the
appropriate Operating Data.

For example, a Resource that wants to supply Unforced Capacity during the month of
July shall submit by June 10 Operating Data pertaining to the previous June to May,
inclusively. Thereafter, the Resource shall submit Operating Data in accordance with
Subsections 4.4.1 through 4.4.8 of this Manual, as applicable.

4.4.10 Resources not in Operation for the past 12 months

A Resource that was not in operation for the past 12 months and that wants to qualify as
an Installed Capacity Supplier shall submit monthly Operating Data to the ISO no later
than one (1) month after that Resource commenced commercial operation, in accordance
with Subsections 4.4.1 through 4.4.8 of this Manual, as applicable.

4.4.11 Temporary Interruption in Availability
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If a Generator in an otherwise operational state at the time of notice (that is, not otherwise
forced out) does not sell or certify its UCAP on a temporary basis (i.e., elects not to
participate in the UCAP Market or is not successful in selling its UCAP at auction or in a
bilateral transaction), such interruption in availability of UCAP shall be taken on a
monthly basis and may be treated for purposes of calculating the EFORp, for that unit as a
maintenance outage with prior notification to the NYISO. If the Generator elects to bid
the unit into the NYISO energy markets during such period, all such service hours and
forced outage hours shall be included in the computation of the unit’s EFORp, but
periods where the unit is not selected may be reported as Reserve Shutdown Hours, as
defined in Attachment J.

4.5 Calculation of the Amount of Unforced
Capacity each Resource may Supply to the NYCA
(Section 5.12.6(a) ISO Services Tariff)

The ISO will calculate the amount of Unforced Capacity that Resources are qualified to
supply to the NYCA. The Unforced Capacity methodology estimates the probability that
a Resource is available to serve Load, taking into account forced outages. To evaluate
this probability, the ISO will use the Operating Data submitted by each Resource in
accordance with Section 4.4 of this Manual, and the mathematical formulae included in
Attachment J of this Manual. As an interim measure, starting with the 2002-2003 Winter
Capability Period, and for each Capability Period thereafter, the ISO will base the amount
of Unforced Capacity a Resource is qualified to supply on the average EFORd value of
the six (6) most recent 12-month rolling average EFORds for that Resource. Such
EFORA value will remain in effect for the entire Capability Period, except in cases when
historical GADS data corrections or revisions are submitted. The six (6) most recent 12-
month rolling average EFORds shall be for the same interval used to determine the
Minimum _Installed Capacity Requirement to Minimum Unforced Capacity
requirementRequirement translation, as noted in Sections 2.5 and 2.6 of this Manual.

4.6 Operating Data Default Value and Exception

for Certain Equipment Failures (Section 5.12.6(b)
and (c¢) ISO Services Tariff)

4.6.1 Default Value

In its calculation of the amount of Unforced Capacity that each Resource is qualified to
supply to the NYCA and notwithstanding the provisions of Section 4.5 of this Manual,
the ISO will deem a Resource to be completely forced out during each month for which
this Resource has not submitted its Operating Data in accordance with Section 4.4 of this
Manual. Pursuant to Section 5.12.12 of the Services Tariff, Resources that do not comply
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with Section 4.4 of this Manual also are subject to information submission requirements
sanctions.

Resources who are deemed to be completely forced out during any month may submit
new Operating Data to the ISO at any time. The format and substance of the new
Operating Data shall comply with the requirements set forth in Sections 4.4.1 through
4.4.8, as applicable. Within ten (10) calendar days of receipt of new Operating Data that
comply with such requirements, the ISO shall use this new Operating Data to recalculate
the amount of Unforced Capacity that such Resources may supply to the NYCA.

Upon a showing of extraordinary circumstances, the ISO retains the discretion to accept
at any time Operating Data which have not been submitted in a timely manner, or which
do not fully conform with Section 4.4 of this Manual.

4.6.2 Exception for Certain Equipment Failures

When a Generator, Special Case Resource, Energy Limited Resource, System Resource,
or Control Area System Resource is forced into an outage by an equipment failure that
involves equipment located on the electric network beyond the step-up transformer, and
including such step-up transformer, the NYISO shall not treat the outage as a forced
outage for purposes of calculating the amount of Unforced Capacity such Installed
Capacity Suppliers are qualified to supply in the NYCA. This exception is not limited to
equipment failures that occur on the New York State electrical network and extends to
equipment failures that occur on electrical networks operated by External Control Areas.

If an outage occurs on the transmission system beyond the generator step-up transformer,
and including such step-up transformer, at a time when a Generator has not placed its unit
on a maintenance outage, such interruption in availability shall be treated for purposes of
calculating the unit’s EFORp rating as a reserve shutdown. If an outage occurs on the
transmission system beyond the generator step-up transformer, and including such step-
up transformer, at a time when a Generator is on a maintenance outage, such interruption
in availability shall be treated for purposes of calculating the unit’s EFORp, rating as a
maintenance outage. In the event that service resumes on the transmission system but the
unit categorized as being on a reserve shutdown is not able to perform, the unit shall be
charged with a forced outage from the time that the transmission outage ended until the
time it resumes operations (the “post transmission outage period”); provided however,
that if the unit had been scheduled to take a maintenance outage during the post
transmission outage period, the unit shall be charged with a Forced Outage, as defined in
Attachment J, until the scheduled start date of its maintenance outage, at which time it
will be charged with a maintenance outage until the end of its scheduled maintenance
period.
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4.7 Monthly Installed Capacity Supplier
Certification Forms

Each Installed Capacity Supplier must submit the appropriate ISO certification form to

the ISO no later than the 20th-day-of-each-menthdeadline for monthly certification as

provided by the applicable Capability Period on the Installed Capacity (ICAP)
Market page of the NYISO website, demonstrating that the Unforced Capacity it is

supplying is not already committed to meet the Minimum Installed Capacity
regquirementRequirement of an External Control Area.

In addition, each Installed Capacity Supplier that has been de-rated (i.e., has had an
amount of Unforced Capacity it is authorized to supply in the NYCA reduced by the ISO
in accordance with section 4.5 of this Manual) shall demonstrate in its monthly
certification that it has procured sufficient additional Unforced Capacity to cover any
shortage, due to such de-rating, of Unforced Capacity it has previously committed to
supply in the following month or go into the PefieteneyICAP Spot Market Auction.

4.8 Bidding, Scheduling, and Notification
Requirements (Section 5.12.7 ISO Services Tariff)

On any day for which it supplies Unforced Capacity, each Installed Capacity Supplier
(except as noted below) must schedule or Bid into the Day-Ahead Market, or declare to
be unavailable an amount of Energy that is not less than the Installed Capacity Equivalent
of the amount of Unforced Capacity it is supplying to the NYCA from each Resource that
it uses to supply Unforced Capacity, rounded down to the nearest whole MW.

Each Installed Capacity Supplier providing Unforced Capacity must designate the entity
that will be responsible for complying with these bidding, scheduling and notification
requirements.

4.8.1 Generators and System Resources

For every hour of any day for which Generators and System Resources supply Unforced
Capacity, they must provide the Installed Capacity Equivalent of the amount of Unforced
Capacity they are supplying to the NYCA through a combination of scheduling or
Bidding in the Day-Ahead Market, or in accordance with the notification procedure
below. See the ISO’s Day-Ahead Scheduling Manual and Market Participants User
Guide for scheduling and bidding procedures.

For any hour of any day that the Installed Capacity Supplier cannot provide the full
amount of Energy associated with its Installed Capacity Equivalent, due to a maintenance
or forced outage, the supplier must notify the ISO Operations department.
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4.8.2 Energy Limited Resources

Energy Limited Resources that are Installed Capacity Suppliers must be able to provide
the Installed Capacity Equivalent of the amount of Unforced Capacity they are supplying
to the NYCA for a minimum of four (4) hours each day. Energy Limited Resources must
Bid or schedule in the Day-Ahead Market each day in such a way as to enable the ISO to
schedule them for the period in which they are capable of providing the Energy.

An Energy Limited Resource must also provide the ISO with information concerning that
Energy Limited Resource’s upper operating limit, designating its desired operating level.
Once the Energy Limited Resource has provided four (4) hours of Energy equivalent to
its Installed Capacity commitment, the ISO will not call on it to provide additional
Energy, absent an emergency. In the case of an emergency, the ISO may request an
Energy Limited Resource for assistance, recognizing that the Energy Limited Resource
may not be capable of responding.

4.8.3 Interruptible Load Resources

Interruptible Load Resources that are Installed Capacity Suppliers must supply the ISO
with Energy and/or Operating Reserve bidsBids in the Day-Ahead Market indicating the
price at which they are willing to be interrupted. This applies only to Interruptible Loads
that are not Special Case Resources.

4.8.4 Existing Municipally-Owned Generation

Existing municipally-owned generation that qualify as Installed Capacity Suppliers
pursuant to Section 5.12.11(b) of the ISO Services Tariff and Section 4.13 of this Manual
are not required to Bid or schedule in the Day-Ahead Market.

4.8.5 Special Case Resources_(Section 4.12 of this Manual)

Special Case Resources are not subject to_daily bidding, scheduling and notification
requirements.

For everv month in which a Special Case Resource supplies Unforced Capacity, the

Responsible Interface Party (“RIP”), or its assignee, must offer to reduce Load
equal to the Installed Capacity Equivalent of the amount of Unforced Capacity the
Special Case Resource is supplyving to the NYCA by submitting a Minimum
Payment Nomination to the 1 associated with such Unforced Capacity. This
Minimum Payment Nomination will act as a strike price, allowing the ISO to call on
a specific amount of Special Case Resources to perform, based on price and NYCA
Zon hen fa ith a Forecast Reser horta The Minimum Payment
Nomination will remain in effect through the month and is not subject to change.

ial Case R rce Minimum Payment Nomination mission pr res ar
detailed in Section 4.12.3.

NYISO Installed Capacity Manual 4-15
Section 4.0 Installed Capacity Requirements Applicable to Installed Capacity Suppliers



April 28 Sections 1-5 & Attachment B Blacklined Against Original

Draft Version 4 of the NYISO Installed Capacity Manual -- Demand Curve, SCR
Energy Strike Price and April 2003

A RIP, or its assignee, must notify the ISO Planning and Operations departments of
a change in status that Id ca a ial Case R rce to not able t

provide the full amount of L.oad reduction associated with the Unforced Capacity it
ha lied to the NYCA tions 4 and 4.12 f this Manual

4.8.6 Intermittent Power Resources

As set out in Section 5.12.11(d) of the ISO Services Tariff, Intermittent Power Resources
may qualify as Installed Capacity Suppliers, without having to comply with the daily
bidding and scheduling requirements set forth in Section 5.12.7 of the ISO Services
Tariff. To qualify as Installed Capacity Suppliers, Intermittent Power Resources shall
comply with the notification requirement of Section 5.12.7 of the ISO Services Tariff by
notifying the ISO of outages.

4.9 External Resources

External Generators, System Resources, Control Area System Resources and entities
purchasing Installed Capacity from them may participate in the NYCA Installed Capacity
market. With the exception of those requirements and procedures identified in section
4.9.2 below, External Installed Capacity Suppliers using Unforced Capacity
Deliverability Rights (“UDRs”) must comply with the requirements and procedures
identified in this section 4.9. Refer to section 4.14 of this Manual for additional Installed
Capacity Supplier requirements and procedures associated with the use of UDRs.

4.9.1 Requirements to Qualify as an External Installed
Capacity Supplier

Prior to supplying Unforced Capacity to the NYCA, External Generators, System
Resources, Control Area System Resources and entities purchasing Installed Capacity
from them must qualify as External Installed Capacity Suppliers. To qualify as External
Installed Capacity Suppliers such entities must provide the following information to the
ISO in a timely manner:

1. Name and location of the Resource (if multiple units are involved, identify
each unit);

2. Assurance that the External Control Area in which the Resource is located
either:
(a) Will not recall or curtail, for the purposes of satisfying its own

Control Area Loads, exports from that External Control Area to the
NYCA of an amount of Energy equal to the Installed Capacity
Equivalent of the amount of Unforced Capacity that Resource is
supplying to the NYCA; or
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(b) In the case of Control Area System Resources, will afford NYCA
Load the same pro-rata curtailment priority that it affords its own
Control Area Load;

3. Documentation of a DMNC test, or its equivalent, in accordance with the
procedures found in Section 4.2 or 4.10.3 of this Manual;

4. Submission of Operating Data for the prior twelve months in accordance
with Sections 4.4 and 4.4.9, and Attachment K of this Manual;

5. Documentation which satisfies the Maintenance Scheduling Requirements
in Section 4.3 of this Manual; and

6. Expected return dates from full or partial outages.

With the exception of item four (4), this information must be provided to the ISO at least
two (2) business days prior to the business day the External Installed Capacity Import
Rights (“Import Rights”) are requested, two (2) business days prior to an ISO-
administered Installed Capacity auction in which the External Installed Capacity Supplier
wishes to offer Unforced Capacity, and at such additional times as required by the ISO
and this Installed Capacity Manual (e.g., annual DMNC test results). The information
required by item four (4) must be submitted in accordance with the timing requirements
found in 4.4.9 of this Manual (by the tenth (10th) day of the month preceding the month
in which the prospective External Installed Capacity Supplier wishes to supply Unforced
Capacity to the NYCA).

The ISO may verify this data with the appropriate External Control Area.

4.9.2 Allocation of Import Rights

The ISO establishes the maximum amount of Unforced Capacity that can be provided to
the NYCA by Resources located in each neighboring Control Area according to the
procedures contained in Section 2.7 of this Manual. Once this amount has been
determined for each neighboring Control Area, the allocation among ISO customers of
Import Rights to External Unforced Capacity supply is done according to the following
procedures.

Grandfathered External Installed Capacity Rights
Details concerning Grandfathered Rights are provided in Attachment E to this Manual.
Other Allocations

After accounting for Grandfathered External Installed Capacity rights, the ISO will
allocate the remaining rights for External Unforced Capacity supply on a first-come, first-
serve basis. Import Rights may ultimately only be used by LSEs located within the
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NYCA, but any ISO Customer may submit a request for External Installed Capacity
rights.

Initial requests for Import Rights for one or more months within a Capability Period may
be sent to the ISO during the following time period:

e Beginning at 8:00 AM EST

. For Summer Capability Period: on the first business day following
the publication of the total number of import rights made available
by the NYISO (on or about February 15)

. For Winter Capability Period: on the first business day not more
than thirty (30) days prior to a Capability Period (strip) Auction,
and

e Ending at 5:00 PM EST three (3) business days prior to this-same-auetiona
Capability Period Strip Auction.

On or about February 15™ the ISO shall post the final quantity of Import Rights available
for request for the following Capability Year. The quantity of rights that will be available
at that time prior to the Summer and the Winter Capability Period (strip) Auctions shall
be 100 % of the Import Rights available, as posted by the ISO.

If Import Rights are not fully subscribed after the Capability Period (strip) Auction has
concluded, the ISO will open another period of first-come, first-serve allocations prior to
each Monthly Auction for the month or months in which Import Rights remain and the
ISO will post the available Import Rights after each subsequent auction.

For each month within a Capability Period, requests for Import Rights may be sent to the
ISO during the following time period:

. Beginning at 8:00 AM ET on the business day following the day the ISO
posts the results of each Capability Period (Strip) or Monthly Auction.

. Ending at 5:00 PM ET three (3) business days prior to the next Monthly
Auction.

Contents of Request
Each request must contain the following information:

1. Documentation of a bilateral agreement, with pricing redacted, between a
qualified External Installed Capacity Supplier or a marketer with a
contract with a qualified External Installed Capacity Supplier and

(a) an LSE within the NYCA or
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(b) a marketer that is not an affiliate of the External Installed Capacity
Supplier;

2. The identity of the ISO Customer making the request;

3. The identity of the External Installed Capacity Supplier;

4, The name and location of the Resource;

5. The Control Area in which the Resource for which the Installed Capacity
Supplier seeks rights is located;

6. The MW amount requested to support the Unforced Capacity sale to the
NYCA from the Resource designated in (4) above;

7. The time period, in blocks of whole months, for which the rights are
requested;

8. E-mail address of the requesting party to which a response will be made.

The information listed above must be provided as a “Request for External Installed
Capacity Import Rights” to the ISO’s Manager of Resource Reliability via facsimile to
the following number: 518-356-6208.

Response from the ISO

The ISO shall respond to requests for External Installed Capacity Import Rights in a
timely fashion. For requests made during business hours before noon ET, the ISO will
respond by noon the next business day. For requests made during business hours from
noon ET to 5:00 PM ET, the ISO will respond by 5:00 PM ET the next business day.

If the ISO determines that the information provided in the request is incomplete or
inadequate, the ISO will immediately notify the requesting party. The requesting party
may resubmit its information to the ISO no later than 24 hours after the expiration of the
time period for initial requests.

Only complete requests submitted within the time periods specified above will be
evaluated by the ISO. The date and time stamp provided by the FAX machine will
determine the priority for the evaluation of requests. If a request is resubmitted for any
reason, the latest time stamp will determine its priority.

The ISO will notify the requesting party if its request has been accepted or rejected, with
reasons for rejection, if such be the case, within the time period specified above,
following receipt of a complete request. If accepted, the ISO will provide a confirmation
number. A rejection may be based on either or both of the following:

e Incomplete or inadequate information
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o Fully subscribed External Installed Capacity rights
Tally of Import Rights

The NYISO will maintain a tally of the available Import Rights for each month within a
Capability Year and will post these figures on the NYISO website.

Obligations of Recipients of Import Rights

If at any time, the ISO has allocated all of the Import Rights that are available to permit
the import of Installed Capacity from one or more control areas for one or more months,
the ISO will promptly issue an announcement to all reeipients—eftmpert Rightsinthese
monthsMarket Participants, alerting them to this fact. Recipients of these Import
Rights will have until 12:00 p.m. two business days following the issuance by the ISO of
this announcement or until 5:00 p.m. on the last business day that precedes the beginning
of the Capability Period (strip) auction by at least 15 days, if that is later, either to decide
to keep these Import Rights, or to return these Import Rights to the ISO. The ISO may
exhaust its supply of Import Rights for different Control Areas and different months at
different times, so this deadline may differ from Control Area to Control Area within a
month, and it may vary from month to month for a given Control Area.

Entities that had requested those Import Rights of the ISO, but which elect to return them
to the ISO prior to this deadline, will be under no further obligation associated with those
Import Rights. Likewise, if the ISO never makes such an announcement pertaining to
Import Rights to import Installed Capacity from a given Control Area for a given month
(because the ISO never allocated all of the Import Rights that were available to permit the
import of Installed Capacity from those Control Areas in those months), then the
recipients of those Import Rights will be under no obligation to use those Import Rights
to support the import of Installed Capacity to a New York LSE, nor will they be required
to offer Installed Capacity into any ISO-administered auctions. The ISO will notify all
Market Participants when Import Rights ha n_made availabl to Im
Rights that have been returned back to the ISO from previously awarded Import
Rights recipients. Any Import Rights that are returned to the ISO shall be available for
allocation to market participants or for use to support the purchase of Installed Capacity
in ISO-administered auctions, using the same procedures that are used for other Import
Rights, as described elsewhere in this manual.

Entities that elect not to return those Import Rights by the deadline described above after
such an announcement is made, or entities that are allocated Import Rights to import
Installed Capacity from a Control Area for a given month after such an announcement
has been issued for that Control Area and that month by the ISO, shall be able to

demonstrate to the ISO by—5:00-PM-ESTtwo—(2)-business—days—prior—to-each-Meonthly

Deﬁe}eney%&e&eﬂng later than the deadline for monthly certification, as provided
th licable Capability Peri n_the Install apacity ICAP) Market pa

of the 1§YI§Q website, that they have used those Import Rights to support the import of
Installed Capacity from the relevant Control Area into New York to meet the Minimum
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Installed Capacity requirementRequirement of an LSE serving load in the NYCA. If, by
that time, a holder of such Import Rights has neither sold that Installed Capacity using
those Import Rights in an [SO-administered auction nor has entered into a bilateral
agreement to supply Installed Capacity to a New York LSE using those Import Rights,
the associated ICAP will be offered for sale into the DeficieneyICAP Spot Market
Auction as price taker, i.e., at a price of $0/MW. The Supplier will be paid the market-
clearing price determined in those auctions for the control area in which it is located for
the Unforced Capacity in question.

External Installed Capacity Sales in ISO Administered Auction

All purchasers of Unforced Capacity that is located in an External Control Area in an
ISO-administered auction shall receive the External Installed Capacity rights necessary in
order to permit that Unforced Capacity to count towards the Minimum Unforced
Capacity requirementsRequirements of an LSE; consequently, in order to ensure that
there are sufficient external Installed Capacity rights available, the ISO shall limit the
number of MW of Unforced Capacity that can be purchased in any External Control Area
in those auctions. In each Capability Period auction, the ISO shall limit the number of
MW of Unforced Capacity that can be purchased in any External Control Area to the
number of MW of Unforced Capacity that can be provided by Installed Capacity
Suppliers located in that Control Area, as determined in Section 2.7 of this Manual, less
all External Installed Capacity rights that have been requested for that External Control
Area under the provisions of this section. In addition, the ISO will permit entities that
have been allocated Import Rights to offer Installed Capacity into the auctions it
administers.

In the Capability Period Monthly Auctions held before and during the Capability Period,
the ISO shall limit the number of MW of Unforced Capacity that can be purchased in any
External Control Area to the number of MW of Import Rights that the ISO makes
available for the Capability Period from that Control Area, less the number of MW of
Unforced Capacity purchased in that External Control Area for that month in preceding
Monthly Auctions and the Strip Auction, less all External Installed Capacity Rights that
have been requested to support external Bilateral Transactions for that month.

The ISO will reduce External Installed Capacity rights eligible to be traded in the
Capability Period strip auction based on the allocations made according to the above
procedures.

4.9.3 Additional External Installed Capacity Supplier
Requirements

Certification

Entities that have received External Installed Capacity Import Rights or that are using
UDRs to meet NYCA Locational Capacity Requirements must provide the following
additional information, for each month that they intend to supply Unforced Capacity to
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the NYCA, to the ISO on the date when Installed Capacity Supplier and LSE
Certifications are due.

o Certification that Unforced Capacity being sold to the NYCA has not been
sold elsewhere.

e The confirmation or transaction number granted to the External Installed
Capacity transaction. The confirmation number should be listed in the
comments section of the Installed Capacity Certification form.

See Section 4.7 of this Manual for complete information in connection with monthly
Installed Capacity Supplier certification requirements. The ISO will verify this data with
the appropriate External Control Area.

Deliverability

External Installed Capacity Suppliers are required to demonstrate that the Energy
associated with Unforced Capacity supplied to the NYCA is either deliverable to the
NYCA border, or in the case of UDRs, to the NYCA interface with the UDR
transmission facility. This demonstration occurs in two stages.

1) Energy must be deliverable to the NYCA border or, when using UDRs, to
the NYCA interface with the UDR transmission facility using the
transmission service rules of the External Control Area. The following
rules apply.

a. For External Installed Capacity associated with Import Rights,

1. Secures External Installed Capacity Import Rights during
the first-come, first-serve allocation period described above
with a bilateral agreement; or

1. Sells External Unforced Capacity in an ISO-administered
Installed Capacity auction pursuant to the procedures
identified in this Manual;

or
b. For External Installed Capacity associated with UDRs,

1. That the External Installed Capacity has a sufficient amount
of UDRs either owned or under contract for the term of the
transaction.

2) Deliverability of Energy associated with External Unforced Capacity is
demonstrated as follows:
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a. For External Installed Capacity associated with Import Rights,
demonstrate the ability to deliver Energy to the NYCA border for
the time the Energy may be scheduled in the DAM, included in the
HAM, or pursuant to an SRE, as applicable. If the transmission
interface between the NYCA and the adjacent Control Area is full,
the External Installed Capacity Supplier is not required to "bump"
the entity whose Energy has been committed on the line and the
Energy associated with External Unforced Capacity from that
External Installed Capacity Supplier is not required to be delivered
to the NYCA border. If the transmission tie between the NYCA
and the Control Area where the External Installed Capacity
Supplier is located was full but the External Control Area curtails
an amount that would reduce the Import below the External
Installed Capacity commitment level, the External Installed
Capacity Supplier will be required to respond to the NYISO
request and use the transmission capability to provide Energy to
the NYCA; or

b. For External Installed Capacity associated with UDRs,
demonstrate delivery of such Energy to the NYCA interface with
the UDR transmission facility for the time the Energy may be
scheduled in the DAM, included in the HAM, or pursuant to an
SRE, as applicable. If the NYCA interface with the UDR
transmission facility is full, the External Installed Capacity
Supplier is not required to "bump" the entity whose Energy has
been committed on the line and the Energy associated with
External Unforced Capacity from that External Installed Capacity
Supplier is not required to be delivered to the NYCA interface with
the UDR transmission facility. If the NYCA interface with the
UDR transmission facility was full but the External Control Area
curtails an amount that would reduce the Import below the UDR
transmission facility total transmission capability, the External
Installed Capacity Supplier will be required to respond to the
NYISO request and use the transmission capability to provide
Energy to the NYCA.

4.9.4 Charges Associated with External Unforced Capacity
Deficiencies

In accordance with the Services Tariff, if an entity fails to deliver part or all of the Energy
associated with External Unforced Capacity it sold in the NYCA (see section 4.9.3) it
will be deemed retroactively deficient for such failure. External Installed Capacity
Suppliers unable to deliver such Energy to the NYCA border will be assessed the
deficiency charge for Unforced Capacity associated with such failure and will be deemed
to have been deficient from the last time the External Installed Capacity Supplier
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"demonstrated" delivery of its Installed Capacity Equivalent (“ICE”), or any part thereof,
until it next delivers its ICE or the end of the term for which it certified Unforced
Capacity, whichever occurs first, subject to the limitation that any prior lack of
demonstrated delivery will not precede the beginning of the period for which the
Unforced Capacity was certified.

4.10 System Resources

A System Resource is defined as a portfolio of Unforced Capacity provided by Resources
located in a single ISO-defined Locality, the remainder of the NYCA, or any single
External Control Area, that is owned by or under the control of a single entity, which is
not the operator of the Control Area where such Resources are located, and that is made
available, in whole or in part, to the ISO. System Resources may be External or Internal
to the NYCA. Please refer to Section 4.4.3 and Attachment J, Section 3.4, for
information regarding Resources operated by the operator of the Control Area in which
the Resources are located.

The System Resource must be in a Control Area that either (a) will not recall or curtail
transactions from the Resource to satisfy its own Control Area Load, or (b) will afford the
NYCA Load the same curtailment priority that it affords its own Control Area Load.

4.10.1 Permissible Aggregations

For the purposes of aggregating System Resources, there are seven defined areas in
which Installed Capacity Suppliers may reside. These are:

1. New York City Zone
2. Long Island Zone
3. All other NYCA Zones

and the neighboring Control Areas operated by:

4. +-PIM

S. 2-ISO-NE

6. 3-Hydro Quebec
1. 4-Ontario IMO

Resources located in ISO-NE-and-the Ontario IMO Control AreasArea may not qualify
as Installed Capacity Suppliers, since thesethis Control AreasArea dedoes not currently
meet the ISO’s recall or Curtailment requirements for Installed Capacity Suppliers.
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Within the other fivesix areas a single entity may aggregate its Generators into a portfolio
for the purposes of entering into System Resource Installed Capacity transactions, so long
as all the Generators included in the portfolio reside within the same area. Any entity
that wishes to make System Resource sales must provide the required DMNC test data to
the ISO for each Generator in its portfolio, unless that entity can re-dispatch Resources
under its control located within an External Control Area to maintain a pre-determined
interchange schedule between that Control Area and the NYCA. The Unforced Capacity
associated with an External Grandfathered Right may not be aggregated with other
Resources as a System Resource.

For example, an owner may operate Generators in PJM and the Long Island Zone. The
Generators in PJM may be aggregated or the Generators in the Long Island Zone may be
aggregated. Generators in PJM and the Long Island Zone may not be combined with
each other.

4.10.2 External System Resources

The ISO requires the following information for each Resource aggregated as an External
System Resource. The entity aggregating the Resources is responsible for supplying the
information.

1. Name and location of Generators included in the portfolio.

2. Documentation that satisfies the General Requirements for DMNC
determination specified in Section 4.2 of this Manual.

3. Documentation that satisfies the Maintenance Scheduling Requirements
specified in Section 4.3 of this Manual.

4. Documentation that satisfies the Operating Data information submission
requirements specified in Section 4.4 of this Manual.

5. Expected return date from full or partial outages.

6. Certification that Unforced Capacity supplied to the NYCA has not been
supplied elsewhere.

4.10.3 Control Area System Resources

Control Area System Resources or the purchasers of Unforced Capacity from those
Resources shall not be required to conduct DMNC tests and submit DMNC test results to
the ISO. Instead, the ISO shall calculate a net projected capacity (the “Net Projected
Capacity”) for each Control Area System Resource based on (1) monthly forecast data
submitted by the Control Area System Resource pursuant to this Section (the “Forecast
Data”), and (2) the formula set forth below. To calculate the amount of UCAP each
Control Area System Resource may supply to the NYCA, the ISO shall use the formulae
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provided in Attachment J of this Manual, which adjusts the Net Projected Capacity on the
basis of CARL Data submitted monthly by the Control Area System Resource pursuant
to Section 4.4.3 of this Manual.

To qualify as ICAP Suppliers, Control Area System Resources or the purchasers of
Unforced Capacity from those Resources shall submit Forecast Data in a form acceptable
to the ISO and in compliance with the schedule and requirements set forth in Section 4.2
of this Manual, which are otherwise applicable to the submission of DMNC test results
by Generators to the ISO. Forecast Data shall cover the period for which Control Area
System Resources or purchasers of Unforced Capacity from those Resources want to
supply Unforced Capacity to the NYCA. For example, Control Area System Resources
that wish to participate in the 2001-2002 Winter Capability Period Auction shall submit
to the ISO Forecast Data for each of the six (6) months of the 2001-2002 Winter
Capability Period.

Forecast Data submitted for a Control Area System Resource providing Installed
Capacity from Control Area c shall include the following information for each month m
for which that Control Area System Resource (or purchaser of Capacity from such
resource) wishes to provide Installed Capacity:

1. Total forecasted maximum generating Capacity in the Control Area ¢
during month m (without any adjustments for External firm Capacity
purchases, or sales, outages and maintenance) (CAP.p);

2. External forecasted firm Capacity purchases by Control Area c, other than
purchases from Resources in the NYCA during month m (EP.y,);

3. The forecasted amount of load management (i.e., interruptible load) in
Control Area ¢ during month m (LMc);

4. Forecasted peak Load for Control Area ¢ during month m, including
system losses (PL¢p);

5. Forecasted external firm Capacity sales by Control Area ¢ during month
m, other than firm Capacity sales to the NYCA (ES¢n);

6. Forecasted losses, up to the border of the NYCA, that would be incurred

on transactions corresponding to sales of Unforced Capacity by that
Control Area System Resource outside the Control Area (LS.);

7. The amount of generating capacity that is forecasted to be unavailable in
Control Area ¢ due to planned maintenance during month m (PMcn); and

8. Planning reserve requirements during month m for the Control Area ¢
corresponding to reserve requirements necessary for this Control Area c to
meet NERC Resource Adequacy and applicable reliability council criteria,
taking into account all sales of Capacity from this Control Area ¢ (PR¢p).

In cases in which any of the above data items is forecasted to vary from hour to hour
within a month, the forecasted monthly value submitted for that data item should be the
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forecasted value of that data item during the peak load hour for that month for Control
Area c.

To calculate the Net Projected Capacity of each Control Area System Resource for a
specific month, the ISO shall use the following formula:

NPC¢m = CAPem + EPey + LMcm — PLen — EScm — LSem — PMem — PRem.

Net Projected Capacity shall be used to determine the amount of Unforced Capacity a
Control Area System Resource can provide using the equations in Attachment J, Section
3.4.

4.11 Interruptible Load Resources

The following procedures apply to Interruptible Load Resources, if any, that are metered
by the ISO.

e These Resources must Bid into the Day-Ahead Market as price cap bid Load.
These Resources will be scheduled based on their bidsBids and Day-Ahead
prices.

e In real-time, these Resources determine whether, and at what level, to purchase
Energy or to interrupt through their bidsBids into the Hour-Ahead market.

o If the Load chooses to purchase Energy, it will pay the LBMP for the difference
between its scheduled Load and the Load for which it is purchasing.

o These Resources must interrupt, if requested to do so by the ISO.

4.12 Special Case Resources

Special Case Resources are Loads capable of being interrupted upon demand, and
distributed generators, rated 100 kW or higher, that are not visible to the ISO’s Market
Information System. The Unforced Capacity of a Special Case Resource corresponds to
its pledged amount of Load reduction as adjusted by historical performance factors and as
increased by the Transmission District loss factor . The calculation of this amount shall
be made in accordance with Section 3.3 of Attachment J.

4.12.1 Claiming of Unforced Capacity and RIPs

The Unforced Capacity of a Special Case Resource may be freely sold in Bilateral
Transactions. However, such Unforced Capacity may not be claimed by an LSE towards
satisfaction of its own Minimum Unforced Capacity requirementRequirement or be
offered into an auction administered by the ISO unless there is a RespensibleInterface
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Party-(“RIP2)" with respect to such Special Case Resource. RIPs are Market Participants
that agree to be bound by the notification and other requirements applicable to RIPs
under this Section 4.12. RIPs shall be responsible for all forms of communication to and
from the ISO for purposes of Minimum Payment Nomination, notification, dispatch,
validation, and verification of Special Case Resources and the Unforced Capacity
associated with Special Case Resources.

4.12.2 General Requirements

Every Special Case Resource must submit a Special Case Resource commitment in
accordance with the form in Attachment K and be accepted by the ISO as an Installed
Capacity Supplier before its Unforced Capacity may be claimed by an LSE towards #s
ewnthat LSE’s Minimum Unforced Capacity requirementRequirement or be offered in
an auction administered by the ISO. Every Special Case ReseoureesResource must
submit a Special Case Resource commitment to the ISO in accordance with the schedule
and requirements of Section 4.2. Special Case Resources do-nothave-tomust also submit

a notification letter eridentifying the RIP that they authorize to transact on their
behalf and must obtain a-peintibD-asrequired-of other ResourcesunderSeetion4-2-an

identification number from the ISO.

A Special Case Resource that supplies Load reductions solely through the use of a
distributed generator (whether or not operated in parallel with the NYCA) and that elects
to measure such Load reductions by metering the output of such distributed generator
under Section 3.3(b) of Attachment J, shall submit an appropriate DMNC test recorded
on the appropriate form of Attachment D as part of its Special Case Resource
commitment. All other Special Case Resources shall provide a Special Case Resource
commitment in the form of Figure 1 of Attachment K. A Special Case Resource that
supplies Load reductions solely through the use of a distributed generator and that elects
to measure such Load reductions by metering the output of such distributed generator
under Section 3.3(b) of Attachment J: (i) may not use a DMNC in calculating its
Unforced Capacity that exceeds the total Load at the site of the distributed generator; (ii)
must deduct from the output of such generator any auxiliary power consumed by the
generator and supplied from an external source; and (iii) may not serve a load bank with
the output of the generator when responding to ISO dispatch under Section 4.12.3.

Special Case Resources must meet the qualifications and comply with the procedures
described below. RIPs claiming Unforced Capacity from Special Case Resources must
comply with the requirements and procedures set forth below.

The Unforced Capacity of Special Case Resources may only be offered in auctions
administered by the ISO or be claimed by an LSE towards its Minimum Unforced
Capacity requirementRequirement in even increments of 100 kwkW (e.g. 590 kwkW of

* RIPs fulfill functions similar to Curtailment Service Providers under the ISO’s Emergency
Demand Response Program.
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Unforced Capacity would be rounded down to 500 kwkW). However, Special Case

Resources may be aggregated to minimize the effect of this requirement, provided that

each such aggregation is identified as a single block of Unforced Capacity._The NYISO
ill also all articipation aggregations of small tomer ing alternati

metering and performance measurement subject to the procedures and limitations
t forth in tion f th Y1 Emergency Demand R nse Program

Manual, except that the total of all such aggregations for Special Case Resources
hall not ex 100 M

4.12.3 Minimum Payment Nomination Requirements

For each month in which a Special Case Resource supplies Unforced Capacity to the
NYCA, the RIP, or its assignee, must submit a Minimum Payment Nomination to
the ISO that will reflect the minimum guarantee price the Special Case Resource
will be paid if called upon to reduce L.oad equal to the Installed Capacity Equivalent
of the amount of Unforced Capacity it has supplied. There is no minimum
Minimum Pavment Nomination and a Special Case Resource’s Minimum Payment

Nomination cannot exceed $500/MWh. This Minimum Payment Nomination, or

Energyv curtailment paviment designation, associated with a Special Case Resource’s

Unforced Capacity will not be entered in the Day-Ahead Market, but instead will
serve as a strike price that the I can use to determine which Special

Resources to call when a Forecast Reserve Shortage is identified. Unlike a
enerator or other Resource’s Bid to supply Energy associated with Unforced

Cagaatg, a Special Case Resource s Minimum Payment Nomlnatlon cannot be

Minimum Payment Nomination is set for the entire month

Special Case Resource Minimum Payment Nominations to perform at a minimum
payment for Load reduction must be submitted at the same time all Installed
Cagaatg Sugghers are regulred to submlt their monthlg Installed Cagacltg

Resources, regardless of whether, at the time of the submission, a qualified Special
Case Resource has committed to supply Unforced Capacity in the NYCA market
ring th ming month n mitted, a ial Case R rce’s Minimum

Payment Nomination will remain in effect for the life of the Special Case Resource
nl r a ive Minimum Pavment Nomination

ial Case R rce Minimum Pavment Nominations will ntered in a

separate database and used only when the ISO Operations department determines
the n to call on th R r inr nse to a Forecast Reser horta In

the event the ISO Operations department makes such a determination, the
Minimum Pavment Nominations pla for each ial Case R r ill all

the ISO to call for Load reduction based on Special Case Resource zone location and
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price. As a result, the ISO will be able to call less than the total pool of Special Case
R rces in the NYCA and in each NYCA zon

As an example, the I ma termine that it n a Demand R tion r n

of 25 MW:s in Zone J. A total of 50 MWs of Special Case Resources located in Zone
i lving Unfor apacity. For this example, assume that each M

Special Case Resource Capacity entered a different Minimum Payment Nomination,
from MWh t MWh. In order to fulfill its n for 25 additional M f

reserves, the ISO will call the 25 MW:s of Special Case Resources in economic order
based on their submitted Minimum Payment Nominations starting with the lowest

values. See Section 4.12.8 for situations where multiple Special Case Resources have
la the same top Minimum Pavment Nomination call n the 1 and th

total MWs offered at that price exceed the ISO’s needs.

4.12.4 4123 Performance

A Special Case Resource must make Energy available, for a minimum four (4) hour
block (except where environmental constraints require a shorter block), in amounts that
correspond to the Installed Capacity Equivalent of the amount of Unforced Capacity it
supplies to the NYCA as specified in Section 3.3 (c) of Attachment J, by reducing Load
or transferring Load to a distributed generator, within two (2) hours of a notice provided
by the ISO to the RIP, following a twenty-one (21) hour notice if notification is provided
by 3:00 PM ET, or twenty-four (24) hour notice otherwise. If the Special Case Resource
is unable to provide full output within two (2) hours due to operational constraints, the
RIP may petition the ISO for permission to provide maximum output from the Special
Case Resource within a longer period. The ISO’s permission will not be unreasonably
withheld. In granting permission, the ISO will calculate the appropriate de-rating factor
for use in determining the amount of Unforced Capacity that itsuch Special Case
Resource can provide in the future.

A Special Case Resource may be required by the ISO to demonstrate its pledged Load
reduction capability once in every Capability Period if it has not otherwise already been
called by the ISO to reduce Load in such period.

In the event that a Special Case Resource located at a retail customer was in operation (in
the case of a distributed generator) or providing Load reduction (in the case of
interruptible Load), at the time of the system or Transmission District peak upon which
the Minimum Unforced Capacity requirementRequirement of the LSE serving that
customer is based, the LSE’s Minimum Unforced Capacity regquirementRequirement
shall be increased by the amount of Load that was served or interrupted by the Special
Case Resource.
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4.12.5 412.4-1SO Notification Procedures

The ISO will provide twenty-one (21) hour-ahead notification if notification is provided
by 3:00 PM ET, or twenty-four (24) hour notice otherwise, and two (2) hour notice, as
required by this Manual, to the RIP. The former notification will be provided after 11 am,
day-ahead, when the Day-Ahead Market closes. The ISO commits not to use day-ahead
notification of potential need to operate indiscriminately but rather only when the Day-
Ahead Market indicates serious shortages of supply for the next day. The day-ahead
notice may occur on a weekend day or a holiday, as needed.

The ISO shall provide notice no fewer than two (2) hours ahead of required operation or
interruption.

RIPs shall contact their Special Case Resources through whatever communication
protocols are agreed to between the Special Case Resources and the RIPs.

RIPs claiming Special Case Resource Unforced Capacity shall provide the ISO with their
phone and Internet contact information that allows for notification by the ISO at any
time. RIPs shall confirm receipt of both instances of notification (day-ahead and two (2)
hour) within 1 hour by Internet or telephone reply to the ISO. Such reply must confirm
the relay of proper notification by the RIPs to their Special Case Resource clients, where
applicable.

4.12.6 4125 Capacity Adjustment Procedures

A Special Case Resource that fails to respond to RIP notification by reaching pledged
Load reduction capability or maximum pledged generator output within two (2) hours
following notice from the ISO to the RIP, or that fails to provide output for the period
required by the ISO or four (4) hours, whichever is less, will be considered forced out
(for unperformed hours) for purposes of calculating the Unforced Capacity value of the
Special Case Resource for future Obligation Procurement Periods._See Attachment J of

this Manual for further explanation of a Special Case Resource’s Unforced Capacity
value.

A Special Case Resource that has successfully petitioned the ISO for permission to reach
pledged Load reduction or maximum output in more than two (2) hours will be
considered forced out in the amount of Unforced Capacity not backed by Energy
withinfor the period starting two (2) hours effollowing the notice from the ISO to the
RIP_until the Special Case Resource attains pledged Load reduction or maximum

output.

A Special Case Resource that cannot operate for the full four (4) hours when called for by
the ISO, due to environmental permit limits or otherwise, shall be considered forced out
for the hours it is unable to operate or is operated at reduced output.

4.12.7 4126 RIP Requirements
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In addition to other requirements under this Section 4.12, an RIP claiming Unforced
Capacity from a Special Case Resource for sale into an ISO-administered auction or for
its own requirements (in the case of an RIP which is an LSE) shall fulfill the following
obligations:

Submit to the ISO a letter from each SCR authorizing the RIP to act on behalf of the
SCR during each Capability Period. The letter must specify that the RIP has
authority to sell the SCR’s Unforced Capacity, act as the organization of record for all
financial transactions, and should be signed by an authorized representative of the
SCR.

Give notice of the claiming of such Unforced Capacity on a one-time basis to the LSE
supplying Energy to the retail customer on whose premises the Special Case Resource
is located (if different from the RIP).

Notify the ISO as provided in Section 4.3.3 whenever the Special Case Resource is
unavailable to provide its pledged Load reduction.

Report operating data to the ISO each month as provided in Section 4.4.7 using the
form provided in Figure 2 of Attachment K and provide copies of such form to the
appropriate TO and the LSE supplying Energy to the retail customer on whose
premises the Special Case Resource is located (if different from the RIP).

Make certifications to the ISO each month as provided in Section 4.7.

Document reductions in Load with interval billing meter readings on customer Load
(or with readings on the distributed generator(s) in the case of a Special Case
Resource whose performance is calculated under Section 3.3(b) of Attachment J) for
the four (4) hour period following the two (2) hour ISO notice under Section 4.12.4.
In the event that Energy made available from Special Case Resource Unforced
Capacity is a small percentage of the total metered Load at the location of the Special
Case Resource, such that it may not be clearly reflected by meter reads alone, the ISO
will also accept operations logs to augment metered output to ensure accurate
verification. The RIP or the Transmission Owner, as appropriate, shall retain all
interval meter readings upon which it bases its certification of compliance, for a
period of three (3) years.

4.12.8 Special Case Resource Demand Response Payments

Each time a Special Case Resource is called upon to perform it will receive an

Energy payvment for the amount of L.oad reduction resulting from its performance.
If the ISO requests performance b ecial Case Resources for more than four (4
hours, each Special Case Resource shall be paid for the duration of the event in
accordance with this Section 4.12.8, starting with the hour specified by the ISO as

the starting time of the activation, or, in the event that the ISO specified that the
Demand Reduction begin as soon as possible, starting with the hour that the Special
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Case Resource began its response. Each Special Case Resource shall be paid the
zonal Real-Time LBMP per MWh of demand reduced for the remainder of the
four-hour minimum payment period. Payment for Special Case Resource Load
reductions are conditioned upon verification of performance for the time period
requested by the ISO.

If the ISO requests performance by Special Case Resources for four (4) hours or
1 ach ial Case R r hall aid as if it ha n activated for four (4

hours. Each Special Case Resource that reduces demand shall receive a pavment
nsistent with the hybrid pricing rules, in accordan ith thi tion 4.12.8, for

the duration of the ISO request or for two (2) hours, whichever is greater, starting
ith the hour ifi the 1 as the starting time of th nt, or, if the I

specified that the Demand Reduction begin as soon as possible, starting with the
hour that th ial Case R r an t rform. Each ial Case R r

shall be paid the zonal Real-Time LBMP per MWh of demand reduced for the
remainder of the four-hour minimum pavment peri Pavment for ial Ca

Resource Load reductions is conditioned upon verification of performance for the
tim riod r t the I

ial Case R rce Minimum Pavment Nomination 1 ligible t

participate in the LBMP price setting under the hybrid pricing rules, which permit
Bi r in this case Minimum Payvment Nominations, t t prices if at least one (1

MW of Special Case Resource Capacity is needed to satisfy the total reserve
r irement, followin rformance an rification. In th nt that a ial

Case Resource’s Minimum Payvment Nomination total for the number of hours of
r t rforman X the LBMP revenue that ial Case R r

receives, that Special Case Resource will be eligible for a Bid Production Cost
arantee to mak the differen

hen more than on ial Case R rce ha mitted the highest Minimum

Payment Nomination selected by the ISO to perform during an event, the ISO will
ifv the number of M f the amount of ial Case R r that must

perform during that event such that all such resources are selected in the same zone.

To continue the example listed in Section 4.12.3, each Special Case Resource that
as called t rform in Zon 1 aid the greater of its Minimum Pavment

Nomination or the applicable LBMP per MW per hour of requested performance
followin rification of performan f Demand R tion hen at least one (1

MW of Special Case Resource Capacity is needed to satisfy the total reserve
requirement the Minimum Payment Nominations submitted by these Resources
may be considered when determining the LBMP.

4.12.9 4127 1S0 Verification
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The ISO retains the right to audit any records kept by the RIP, the Transmission Owner,
or the Special Case Resource which are used to support the RIP’s certification of
compliance with the procedures set forth in this Section 4.12.

4.13 Existing Municipally-Owned Generation

A municipal utility that owns generation in excess of its Minimum Installed Capacity
requirementRequirement, net of any Capacity provided by the New York Power
Authority, may qualify to supply the excess Capacity as Unforced Capacity under the
following conditions.

The municipal utility must:

e Provide the ISO with the physical operating parameters of its generation
capability;

e Operate the generation at the ISO’s request; and

o Ensure that the Energy provided by the generation is deliverable to the New York
State Power System.

Only generation that was in service or under construction as of December 31, 1999 may
qualify for the exemption from the bidding, scheduling and notification requirements.

4.14 Unforced Capacity Deliverability Rights

Unforced Capacity Deliverability Right (“UDRs”) are rights, as measured in MWs,
associated with new incremental controllable transmission projects that provide a
transmission interface to a NYCA Locality (i.e., an area of the NYCA in which a
minimum amount of Installed Capacity must be maintained). External UDRs are
associated with interfaces between a NYCA Locality and an External Control Area.
Local UDRs are associated with interfaces between a non-constrained region in the
NYCA and a NYCA Locality. When combined with Unforced Capacity which is located
in an External Control Area or non-constrained NYCA region either by contract or
ownership, and which is deliverable to the NYCA interface with the UDR transmission
facility, UDRs allow such Unforced Capacity to be treated as if it were located in the
NYCA Locality, thereby contributing to an LSE’s Locational Minimum Installed
Capacity Requirement. To the extent the NYCA interface is with an External Control
Area the Unforced Capacity associated with UDRs must be deliverable to the
Interconnection Point.

A holder of UDRs may transfer them to another entity.

4.14.1 Determination and Assignment of Unforced
Capacity Deliverability Rights
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The amount of UDRs assigned by the NYISO to each new incremental transmission
facility, and any future adjustments there to, will be based on the transmission capability,
reliability, and availability of the facility, and appropriate NYSRC reliability studies.

4.14.2 Duration and Adjustment of Unforced Capacity
Deliverability Rights

An incremental transmission project will be awarded UDRs, quantified as an amount of
MWs, throughout its project life. The amount of UDRs awarded to a particular project
may be adjusted periodically by the ISO. Adjustments to such an award will reflect
changes in physical characteristics and availability of the associated project.

4.14.3 Use of External Unforced Capacity Deliverability
Rights

In order to use External UDRs, an Installed Capacity Supplier must have a contract to
match the number of UDRs with Unforced Capacity associated with an identifiable
physical Resource.

When an entity combines External UDRs with acceptable Unforced Capacity, the
resulting product, when supplied to an LSE will be treated as Unforced Capacity located
in the NYCA Locality and will qualify as Locational Unforced Capacity, provided that
the energy is deliverable to the NYCA interface with the UDR transmission facility.

External Installed Capacity Suppliers using External UDRs must fulfill all External
Installed Capacity Supplier requirements found in the Services Tariff and ISO
Procedures, except for the requirement to acquire Import Rights as described in section
4.9.2.

4.14.4 Use of Local Unforced Capacity Deliverability
Rights

In order to use Local UDRs, an Installed Capacity Supplier must have a contract to match
UDRs with Unforced Capacity associated with an identifiable physical Resource either
located in the non-constrained region of the NYCA or able to deliver Unforced Capacity
to the non-constrained region of the NYCA.

When an entity combines Local UDRs with Unforced Capacity, the resulting product,
when supplied to an LSE in the appropriate NYCA Locality, will be treated as Unforced
Capacity located in the NYCA Locality and will contribute to that LSE’s Locational
Minimum Unforced Capacity Requirement.

Installed Capacity Suppliers using Local UDRs must fulfill all Installed Capacity
Supplier requirements found in the Services Tariff and ISO Procedures for the Unforced
Capacity they seek to combine with UDRs.
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4.14.5 Unforced Capacity Deliverability Rights offered in
an Installed Capacity Auction

UDRs may be offered in ISO-administered Installed Capacity Auctions when previously
combined with qualified Unforced Capacity. External Unforced Capacity combined with
UDRs and sold in a ISO-administered Installed Capacity Auction will not require the
allocation of External Installed Capacity Import Rights.

The information submission requirements for External Installed Capacity Suppliers
enumerated in section 4.9.1 of this Manual, with the exception of Operating Data, must
be provided to the ISO at least two (2) business days prior to an ISO-administered
Installed Capacity Auction in which the External Installed Capacity Supplier wishes to
offer Unforced Capacity associated with UDRs, and at such times as required by the ISO
and this Installed Capacity Manual (e.g., annual DMNC test results). Operating Data
must be submitted in accordance with the timing requirements found in 4.4.9 of this
Manual (by the tenth (10™) day of the month preceding the month in which the
prospective External Installed Capacity Supplier wishes to supply Unforced Capacity to
the NYCA).
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5.0 NYISO Administered Installed Capacity
Auctions

The ISO will administer Installed Capacity auctions to accommodate LSEs’ and Installed
Capacity Suppliers’ efforts to enter into Unforced Capacity transactions and to giveallow
LSEs—an—eppertunity to satisfy their respective LSE Unforced Capacity
requirementsQbligations. In the various ISO-administered auctions, LSEs will have the
opportunity to purchase the Unforced Capacity necessary to meet the LSE Unforced
Capacity requirementsObligations established by the ISO Services Tariff, and to
purchase or sell excess Unforced Capacity. Installed Capacity Suppliers will have the
opportunity to sell Unforced Capacity.

LSEs and Installed Capacity Suppliers may also purchase or sell Unforced Capacity
through Bilateral Transactions. LSEs holding Unforced Capacity which they want
credited against their LSE Unforced Capacit bligations must certify such

Unforced Capacity when submitting their Installed Capacity certifications.

Participation in ISO-administered auctions is restricted to ISO Customers. Unforced
Capacity supplied through the auction may only be used for the commercial interests of
the purchaser. In addition, any Unforced Capacity purchased through an ISO-
administered auction may not be resold for the purposes of meeting Minimum Installed
Capacity regquirementsRequirements imposed by operators of External Control Areas.

The ISO Services Tariff references are Sections 5.13 through 5.15. A summary of this
Section 5 combined with Attachment H of this Manual is on file with FERC as an
attachment to the ISO Services Tariff under the title “Installed Capacity Auction
Description.”

5.1 Overview of Auction Structure and Timing

The ISO will conduct regularly scheduled Installed Capacity auctions before and during
Capability Periods. See Attachment—Athe applicable Capability Period on the
Installed Capacity (ICAP) Market page of the NYISO website for the upcoming
Capability Period schedule of auctions. The schedule is structured to ensure adequate
time between the time that auction results from monthly auctions are posted and the

dates that LSEs are required to demonstrate the amount of Unforced Capacity that they
have procured sufficientUnforeed—Capaettyprior to eover—their UnforcedCapaeity

requirementsthe ICAP Spot Market Auction. Auctions shall be conducted prior to the
start of each Capability Period and each month during a Capability Period.
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Preeufemeﬂ%The ISO w1ll pos the results of Installed Cagaatg auctions on the
timeline under the applicabl apability Period on the Install apacity (ICAP

Market Qage of the Gapabfhty—Peﬁed)—the—ISQ—mH—eeﬂdﬁet—a—Deﬁe}eﬂeyhPfeewemeﬂ{
NYISO website. The timeline will ensure that there are at least twefour (24)
busmess days pﬂeHe—the—begﬂmmg—ef—between the time that auction results from the

Gapab&ﬁﬁhpeﬂed—Dt&mg—ﬂﬁs—D%ﬁaeney—Preeufemen{ﬂ&ueﬁeﬁ—Mgnthlg Aggtlgn arg
posted and the ISO-willa ed-Capacity-on-beh : e
Suppliersdates that—af%d%ﬁe}ent—fer—th%ﬁm{ L§E§ arg rggg gg 0 ggrtlfg thg ggantltg

of Unforced Capacity that it has or has obtained for the upcoming Obligation
Procurement Period, pursuant to Section 5.11.2 of the CapabiityPeriod-ISO Services
Tariff. ThisDeficteneyProcurement-Auetion—wil-eonsist LSEs attempting to credit

against their LSE Unforced Capacity Obligations any Unforced Capacity that they
hold in excess of ene—{(H—monthly—auetiontheir Minimum Unforced Capacity
Requirement must certify such Unforced Capacity when submitting their Installed
Capacity certifications.

5.1.1 General Auction Requirements

The I shall conduct regular auctions at the times specified in Section 5.13.1 of the
ISO Services Tariff and under the applicable Capability Period on the Installed

apacity ICAP) Market page of the NYI website. Installed Capacity Suppliers
LSEs and Installed Capacity Marketers that are Customers under the ISO Services
Tariff will be allowed to participate in Installed Capacity auctions, provided that

they satisfy the creditworthiness requirements set forth in Section 11.0 of the ISO
OATT.

foers to sell and Bids to purchase Unforced Capamty—aad—@ﬁfere%s—mel&dmg—new
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sthe auction. The I hall im no limits on Bi r offers in any auction
except to Bidte—purchasethe extent required by any applicable capacity market
mitigation measures in accordance with Attachment H of the ISO Services Tariff.

Install apacit liers that wish t articipate in an ISO-administer

auction must submit completed certification forms to the ISO in accordance with
the timelin t nder the a li able Capability Peri n the Install apacit
ICAP) Market pa f th it mon tratin that th i Unforced
Capacity e ire g

monthhas not mmltt a Bilat ral Tran a t1 n—Smn—l—aﬂyue&stemeHeﬁlg
LSEs—t-h&t—ha*le—exeess

Unforced Capacity as a result of customer-switching may olfer to sell their surplus in the
Moenthly-Auetions:

%en—aﬂ—I:SE—fai}s—te—pfee&r%sﬁﬁﬁeien{aggggiatgg with In-City generation that is

t to FER apacity market mitigation measures is r ired t

offered for sale in thg Ig ;AP §Qg_zt Markgt Aggtlgn tg thg gxtgnt that §gg Unforced
Capac1ty Ve AP me X

Sﬁeekﬁed—m%&aehmeﬂhéx—te—tms—Maﬂ&&l—has not been sold in _prior auctlons for the
Obligation Procurement Period.

5.2 Auections-ConductedPrior-te-a-Capability
Period_Auctions

Fhe

A Capability Period Auctions_will be conducted no later than thirty (30) days prior to

the Pre-start of each Capability Period Menthly-Auetions;in which Unforced Capacity
will be purchased and the-DeficieneyProcurement Auetion-sold for the entire duration
of the first-ObligationProecurementCapability Period—ef-.__The exact date of the
Capability Pertod-will cach consist of two phases.— The mmplementation ol FERC-
approved—mitigationmeasures—+1+—_Auction shall be established under the New—Yerk
CityLoecality Installed—Capaeity—markets—ereatesapplicable Capability Period on the
requirementfor-two—phases—{foreach-auction—Both-phaseslnstalled Capacity (ICAP

Market gag of a—gwen—&ae&ea—&h&ﬂ—b%eeﬁdﬁeted—eﬂ—the sam%daly;U-nder—eeﬁam
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Participation—in—the—first phase—ef—theThe Capability Period Auction and—thePre-
Capabilitywill be conducted and solved simultaneously to purchase Unforced
Capacity which may be used by an LSE toward all components of its LSE Unforced
Capacity Obligation for each Obligation Procurement Period—Menthly—Auetions—.
Participation shall-be-limitedto_consist of: (1) LSEs authorized-to-serve Load-inthe New
York-City Loeality-seeking to makeloecationalpurchase Unforced Capacity-purechases—in
order—to—satistythetrtn-CiyFocattonalIastalled-Capaecity Requirements: (ii) any other
entity seeking to purchase In-Cityleeational-Unforced Capacity; (iii) qualified Ia-City
Installed Capacity Suppliers; and (iv) any other Iastalled-Capaetty—Supplierentity that
owns excess Unforced Capacity—asseciated—with—qualifiedIn-CityInstalled—Capaeity
Suppliers..

Buvers that are awarded Unforced Capacity shall pay the applicable Market-

Clearing Price of Unforced Capacity in the Capability Period Auction. Sellers that
are selected to provide Unforced Capacity shall receive the applicable Market-

Clearing Price of Unforced Capacity in the Capability Period Auction, except in the
case of In-City generation that is subject to capacity market mitigation measures

which shall receive the lesser of the applicable Market-Clearing Price or the annual
mitigated price cap, as applied in accordance with Attachment H of the 1
Services Tariff. Any entity that resells Unforced Capacity associated with In-City
generation that is subject to capacity market mitigation measures shall receive no
greater than the annual mitigated price cap, as applied in accordance with
Attachment H of the ISO Services Tariff, for that Unforced Capacity.

If the Market-Clearing Price exceeds the total amount paid to Installed Capacity
Supplicrs—selected—to—provide—tHntorced—Capacty—m—the—frst-phase—ot—the—fist—two
awetions, the 1SO shall bepaid—the Market-Clearing Price—determined—in—thatphase;

obligations—in-the New—York-City Locality (Excess Amount pursuant to Section 5.15 of
the ISO Services Tariff). _Owners of In-City generation that is subject to capacity
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market mitigation measures are restricted from selling Unforced Capacity to
entities for use outside the New York City Locality in the Capability Period Auction.

5.2 3 Overview— Canabilitv Period Aueti 1 p

The In-City Capacity Bid and price caps applicable to certain In-City generation
will account for differences between the amount of Unforced Capacity provided

during the Summer Capability Period—MGﬂ-t—h—l—}%&GﬁOﬂS—Ph—&S-e—rP“‘G
Partieipation—in-the second phase-of the—_and the Winter Capability Period Auetionand

h that ner fIn- it neration that i ject to capacity market
mitigation measures shall ha rtunity to receive the annual mitigat ri

ca QE Thg mgnthlg Q gg g Qg g t_:g ggg gg gnggr thg agghgat_zlg Capablhty Perlod

Gﬁp%kty—&&&G&ﬂ%%d—W%h—I&@kﬁy—kﬁﬂﬂ%d—@ﬁﬁ&%S&pﬁk%—th&%&P%gn thg Installgd
apacity (ICAP) Market of the NYISO website. Any entity that resells

Unforced Capacity associa gg with In-City generation that is subject to market
capacity market mitigation measures;-which-may-not-participate-unlessit-is-established
that all In-City LSEs have satisficd their In-City Locational Installed Capacity
Requirements—ESEs-awarded Unforeed-Capaeity—in_shall receive no greater than the
monthly mitigated price cap of nforced apacity as posted unde theseeeﬂd—phase

Installed —Capaeity —Suppliers—selected —to—provide Unforced—Capacity —inapplicable
Capability Period on the seeemdqahas&shaﬂ—reeewe nstalled g;agacny_ ¢ ;AP! Marke

524 Results-of the Capability Period-AuetionN YISO website.

The results of the Capability Period Auction will be made available to Market

Participants befef%th%beg&mi-&g—ef—&}a% at thg time §Qgg fied gng_lgr thg aggllgat_zlg
Capability Period as h q

the Installed Capacity !Ig;APg Market Paﬁe@aa%s—wﬂ—ree%%res&l—tsggg of the
Capability Period N YISO website, which shall be prior to the start of the Monthly
Auction te-the-extentthatsuehresultsatfeet that Market Partieipant s Unforced Capaetty
transaetion(s)-held prior to the beginning of each Capability Period.
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5.3 53.1+-Monthly Auctions

Monthly Auctions will be held during which Unforced Capacity may be purchased
and sold for the forthcoming Obligation Procurement Peri and any other month
or months remaining in the Capability Period, as specified under the applicable

apability Peri n_the Install apacity (ICAP) Market pa f th YI
website. The exact dates of each Monthly Auction shall be established under the
applicable Capability Peri n_the Install apacity (ICAP) Market pa f th
NYISO website.

Each Monthly Auction will be conducted and solved simultaneously to purchase
Unforced Capacity which may be used by an LSE toward all components of its LSE

any other entity seeking to purchase Unforced Capacity; (iii) qualified Installed

Capacity Suppliers: and (iv) any other entity that owns excess Unforced Capacity.

Buvers that are awar nfor apacity shall pay the applicable Market-
Clearing Price of Unforced Capacity in the Monthly Auction. Sellers that are
lected to provi nfor apacity shall receive the applicable Market-Clearin

Price of Unforced Capacity in the Monthly Auction, except in the case of In-City
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generation that is subject to capacity market mitigation measures which shall
the 1 r of the applicable Market-Clearing Pri r the annual mitigat

price cap, as applied in accordance with Attachment H of the ISO Services Tariff.
Any entity that resells Unfor apacity a iat ith In-Cit neration that i

subject to capacity market mitigation measures shall receive no greater than the
annual mitigat ri ap, as applied in accordan ith Attachment H of the 1

Services Tariff, for that Unforced Capacity.

If the Market-Clearing Pri X the total amount paid to Install apacit

Suppliers, the ISO shall rebate the Excess Amount pursuant to Section 5.15 of the
ISO Services Tariff. Owners of In-City generation that is subject to capacity

market mitigation measures are restricted from selling Unforced Capacity to
ntities for tside th York City Locality in the Monthly Auction

The In-City Capacity Bid and price caps applicable to certain In-City generation
ill a nt for differen t n the amount of Unfor apacity provi

during the Summer Capability Period and the Winter Capability Period such that
f In-Cit neration that i ject to capacity market mitigation measur

hall have an oggortunltg to receive the annual mltlgated erce cap. The monthlx

a ac1t ICAP Market age of the NYISO webs1te An entlt that resells
nfor apacity a ith In-Cit neration that i t to capacit

market mitigation measures shall receive no greater than the monthlg mltlgated

Lee&ﬁenﬂ%mtaﬂed—@ap&e&yhkeqmremaakhas—saﬁ&ﬁed—m%&rementThe results of
each regalar-Monthly Auction will be eondueted-as—if+t-were-the-second-phase-of-aPre-
made available to Market Participants in accordance with the applicable Capability

Period Menthly-Auection-on the Installed Capacity (ICAP) Market page of the NYISO
website.
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5.4 ICAP Spot Market Auction

The ISO shall conduct-each-menthlyDeficieneyProcurement-Auetion, i neeessary;—at
least-two(2)-business—daysbefore-the beginningof an_ICAP Spot Market Auction to
purchase Unforced Capacity which shall be used by an LSE toward all components
of its LSE Unforced Capacity Obligation for each Obligation Procurement Period i1

533 Deficieney-Chargesimmediately preceding the start of each Obligation

rement Peri The exact date of the ICAP t Market Auction shall be
established in the applicable Capability Period on the Installed Capacity ICAP

Market pa f the NYI ite. _All LSEs shall participate in the ICAP Spot

Market Auction. In the ICAP Spot Market Auction, the ISO shall submit monthly
Bi half fallLE atal 1 per M trmln the applicable I AP

Tariff an tion f this Manual. The ICAP t Mark t Auction t th
LSE Unforced Capacity Obligation for each NYCA LSE.

Prior to the ICAP Spot Market Auction, LSEs shall certify all Unforced Capacity
that will be counted toward their respective Minimum Unforced Capacity

R 1r ment thr h Bilat ral Transaction 1f- 1 r I -a minist r

to the 1 the amount of Unforced Capacity each is self-supplving to meet those
r irements. Th ntities (if they have additional Capacity a that n t

meet their requirements above), as well as others without such requirements, can
offer to supply Unforced Capacity into the ICAP Spot Market Auction.

hen the 1 nducts each ICAP t Market Auction, it will a nt for all
Unforced Capacity that each NYCA LSE has certified for use in the NYCA. The
1 shall receive offers from qualified Installed Capacity Suppliers for the ICAP
t Market Auction. The 1 hall also recei ffers of Unfor apacity from
any LSE for any amount of Unforced Capacity that LSE has in excess of its NYCA
Minimum Unforced Capacity Requirement or Locational Minimum Unforced
apacity Requirement, as applicabl

The ICAP Spot Market Auction will be conducted and solved simultaneously for
nforced Capacity that shall be used by an LSE towards all components of its . SE

nfor apacit ligation for that ligation Procurement Peri ing th
applicable ICAP Demand Curves, as established in Section 5.5 of this Manual.
LSEs that are awarded Unforced Capacity in the ICAP Spot Market Auction shall
the 1 the applicable Market-Clearing Pri f Unfor apacit

determined in the ICAP Spot Market Auction. The ISO shall pay Installed
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apacity Suppliers that are selected to provide Unforced Capacity the applicable

Market-Clearing Price determined in the ICAP Spot Market Auction, except in the
case of Unforced Capacity associated with In-City generation that is subject to
capacity market mitigation measures, which shall receive the lesser of the applicable
Market-Clearing Price or the annual mitigated price cap, as applied in accordance

with Attachment H of the ISO Services Tariff.
The In-Cit apacity bid and price caps applicable to certain In-City generation

will account for differences between the amount of Unforced Capacity provided
during the Summer Cagabllltg Perlod and the Wmter Cagabllltg Perlod such that

shall have an opportunity to receive the annual mitigated price cap. The monthly

price caps will be posted under the applicable Capability Period on the Installed
Capacity (ICAP) Market page of the NYISO website. Any entity that resells

Unforced Capacity associated with In-City generation that is subject to capacity
market mitigation measures shall receive no greater than the monthly mitigated
price cap of Unforced Capacity as posted under the applicable Capability Period on
the Installed Capacity ICAP) Market page of the NYISO website.

If the Market-Clearing Price exceeds the total amount paid to Installed Capacity
Suppliers, the ISO shall rebate the Excess Amount pursuant to Section 5.15 of the
ISO_Services Tariff. In-City generation that is subject to capacity market
mitigation measures may be sold to meet NYCA LSE Unforced Capacity
Obligations in the ICAP Spot Market Auction, provided the New York City
Locational Unforced Capacity Requirement has been met. The ISO shall allocate

the excess amount to all LSEs with Locational Minimum Installed Capacity
Requirements located in the New York City Locality, except NYPA, pursuant to

Section 5.15 of the ISO Services Tariff.

5.5 Demand Curve and Adjustments
Three (3) ICAP Demand Curves will be established: one to determine the locational

component of LSE Unforced Capacit bligations for the New York City Localit
ne t termine the locational component of LSE Unfor apacit ligation

for the Long Island Locality and one to determine the total LSE Unforced Capacity

Obligations for all LSEs. Each ICAP Demand Curve is set based upon the localized,
leveliz t of a gas turbine at th YCA Minimum Install apacit

Requirement or the Locational Minimum Installed Capacity Requirement, as
licable. Each ICAP Demand Curve shall be established within the followin

fix annual ICAP parameters which shall translated to a dollar r kilowatt-
vear of Unforced Capacity basis.

Year 1 Year 2
(Ends April 30, 2004) (Begins May 1, 2004)
NYISO Installed Capacity Manual 5-10

Section 5.0 NYISO Administered Installed Capacity Auctions



April 28 Sections 1-5 & Attachment B Blacklined Against Original

Draft Version 4 of the NYISO Installed Capacity Manual -- Demand Curve, SCR
Energy Strike Price and April 2003

$/kW-year of ICAP $/kW-year of ICAP
Total 24 @ 1009 4 1009
$0.00 @ 112% $0.00 @ 112%
LI 104 1009 $123.94 @ 100%
$0.00 @ 118% 0.00 @ 118°
NYC 12 1009 151.14 @ 100°
0.00 @ 118¢ $0.00 @ 118%

TE: All percenta are in terms of the applicabl YCA
Minimum Installed apacity Requirement and I.ocational

Minimum Installed Capacity Requirement.
TE: All annual dollar val ill ransl into monthl

al ividin 1 12) and rounding to the nearest
cent.

TE: The ICAP Deman r for h monthly ICAP
Market Auction ar t nder the applicabl apabili
Period on the NYISO website at

http://www.nviso.com/markets/icapinfo.html.

In _the third vear, the costs assigned by the ICAP Demand Curves to the NYCA
Minimum Installed Capacity Requirement and each of the Locational Minimum
Install apacity Requirements will fin the results of the in ndent
review conducted pursuant to this Section. The respective point at which each
Demand Curve crosses zero, expressed in terms of a percentage of the NYCA
Minimum Install apacity Requirement or each of the Locational Minimum

Installed Capacity Requirements, as applicable, will be fixed through the 2005/2006
Capability Year. These dollar figures will also be translated each year to dollars per

Kilowatt-vear of Unfor apacit

5.6 Periodic Independent Review

Except as provided in the previous Section, a periodic independent review of the
ICAP Demand Curves will be performed every three (3) vears to determine whether

the parameters of the ICAP Deman I houl adjust Among other
criteria, the review will determine the current localized levelized embedded cost of

gas turbines in each NYCA Locality and the Rest of State and associated Energy
and Ancillary Services revenues.
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Each periodic independent review, which will include stakeholder input, will be
completed by November 1 for the subsequent Capability Year, except the first
periodic 1nde];endent rev1ewg whlch will be concluded by December 31, 2004. The

Capability Period, and the recommendations will be received not later than
December 31, 2004 in time to determine the ICAP Demand Curves to be applied for
the 2005-2006 Capability Year.

Once these recommendations are received, they shall be issued to stakeholders and
the New York State Public Service Commission (“PSC”), who shall be given an

opportunity to provide input to the NYISO concerning the review. Upon
consideration of each review and input thereon from stakeholders and the PSC, but

rior to NYISO Board approval, the NYISO shall issue three (3) proposed ICAP
Demand Curves.

Any stakeholder, including the PSC, shall have thirty (30) days within which to
request an opportunity to provide the NYISO Board with supplemental information
for its consideration when acting on the proposed ICAP Demand Curves. on
receipt of such a request, a NYISO Board subcommittee shall be convened, upon

notice to all parties, to review filed information and to hear oral arguments on the
issues that have been raised.

After considering the proposed ICAP Demand Curves and any comments related
thereto, the NYISO Board shall issue three (3) final ICAP Demand Curves and shall

file them for approval at FERC. nce the ICAP Demand Curves have been

approved by FERC, they shall remain binding for the 3-vear period until the next
review, absent exigent circumstances.

5.7 Supplemental Supply Fee

ESEs—that—are—stil—defieientAny LSE that has not met its share of the NYCA

Minimum Install apacity R irement or its share of the Locational Minimum

Install apacity Requirement after the completion of aDeficieneyProcurementan
ICAP_ Spot Market Auction will—pay—a—deficieney—chargeshall be assessed a
supplemental supply fee. The supplemental supply fee shall be calculated based on

the localized levelized em t of a gas turbine, as set forth in the Table bel
multiplied by one and one half (1.5), divided by twelve (12), rounded to the 1SO-equal
te—the—deﬁe}eﬂey—bfdnearest cent and mult1pl1ed by the number of MWs bH%eh—the

Per—}eel—thethe LSE needs to meet 1ts share of the NYCA Mlmmum Installed

Capacity Requirement or its share of the Locational Minimum Installed Capacity
Requirement.

The ISO will attempt to use the-money—it-coHeets—through-the-impesition-of deficieney
chargesthese supplemental supply fees to procure Unforced Capacity at the lowest
available price from ReseurecesInstalled Capacity Suppliers that are capable of
supplying Unforced Capacity butincluding: 1) Installed Capacity Suppliers that failed
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to—equalifywere not qualified to supply #Capacity prior to the Deficieney
ProcurementlCAP_Spot Market Auction,—e.g—recently—upgradedResourees,—new
-+ 2) Install apacit liers that offer nfor apacity at 1

above the ICAP Spot Market Auction Market-Clearing Price; and existing
Resources3) Installed Capacity Suppliers that were—otherwisedid not ableoffer

nfor apacity in the ICAP t Market Auction. In th nt that different
Installed Capacity Suppliers offer the same price, the ISO will give preference to
Installed Capacity Suppliers that were not qualified to gualifi=supply Capacity prior
to the ICAP Spot Market Auction.

This area i ject to chan nding agreement on revi Tariff lan

the 1 Tarif Install apacit lier lect the 1 t
w Capa01ty— after the ICAP Spot Market Auction will be paid a negotiated
ri t to the standar r res and remedies in th YI Market

Monitoring Plan-Market Mitigation Measures.

The ISO will not pay an Installed Capacity Supplier more than the applicable deficteney

chargesupplemental supply fee per MW of Unforced Capacity, or,_in the applicable
locationalcase of In-City generation that is subject to capacity market mitigation

measures, the annual mitigated price cap per MW of Unforced Capacity, whieh
everwhichever is less, pro-rated to reflect the portion of the Capability Period for which

the Installed Capacity Supplier provides Unforced Capacity. = Any remaining
moneysmonies collected by the ISO pursuant to Section 5.14.1 of the ISO Services Tariff
will be applied in accordance with Section 5445.14.3 of the ISO Services Tariff.
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LOCATION IMPLEMENTATION-OF MAY-1,2002
U&A—P—T—H—R?UGH fllHRGUG-IS%.IO—?—BRI-L%O;
Leng Island(LBMP $73.95/kW-ef Unforced $70.00 x Long Island

Regquirement
All Other LBMP Load  $62.91/kW of Unforced |  S6250xNYCA

Beginning Ma

thew1th the first ICAP Sgot Market Auctlon held no less than ﬁve dags after FERC
roval of the ISO's Deman filing, the foll localized levelized

embedded cost of gas turbines_in the New York City Locality_é the Long Island
Locality, and Rest of State, respectively, times one and one-half 1.5) and adjusted in

accordan ith Section f this Manual will t th lemental
supply fees and deficiency charge in the New York City Locahty, the Long Island

Locality, or elsewhere in the NY CAsrespeetively.
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Levelized Costs of Gas Supplemental Supply Fee

Turbines
In-City New York City $238.50/kW-yr. of ICAP
$159/kW-yr. of ICAP
(LBMP Load Zone J) 159/kW-yr. of ICAP 19.88/kW-month of ICAP
. - .
Long Island §139/kW-yr. of ICAP $208.50/KW-vyr. of ICAP

(LBMP Load Zone K) 1 kW-month of ICAP

All Other LBMP Load
[ - [
(All other LBMP Load $85/kW-yr. of ICAP 12T Wy of LCAP

Zones in the NYCA 1 kW-month of ICAP

NOTE: These dollar figures will be translated each year to dollars per kilowatt-year of
Unforced Capacity in accordance with Section 2.5 of this Manual.

TE: All ann al val ill be translated into Unfor apacity terms and m nthl

t n the NYI ite at http: nvi m/markets/ica 1nf html

5.8 ICAP Supplier Shortfalls and Deficiency
Payments

In the event that an Installed Capacity Supplier sells more Unforced Capacity than
it is qualified to sell in any specific month in the Capability Period or Monthly
Auctions, the Installed Capacity Supplier shall be deemed to have a shortfall for
that month and treated the same as if it were an LSE that has not met its share of
the NYCA Minimum Installed Capacity Requirement or its share of the Locational

Minimum Installed Capacity Requirement. To cover this shortfall, the Installed
apacit upplier shall purchase sufficient Unforced Capacity in the relevant

Monthly Auction or through Bilateral Transactions, and certify to the ISO
consistent with the timeline posted under the applicable Capability Period on the
Installed Capacity (ICAP) Market page of the NYISO website that it has covered
such shortfall. If the Installed Capacity Supplier does not cover such shortfall or if
it does not certify to the ISO in a timely manner, the ISO shall prospectively

urchase Unforced Capacity on behalf of that Installed Capacity Supplier in the
appropriate ICAP Spot Market Auction or, in the event of shortages in that auction,

through post-ICAP Spot Market Auction Unforced Capacity purchases to cover the
shortfall.
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In the event that an External Installed Capacity Supplier fails to deliver to the
NYCA the Energy a iat ith the Unfor apacity it committed to the NYCA

due to a failure to obtain appropriate transmission service or rights, the External
Install apacit lier shall med to have a shortfall from the last tim

the External Installed Capacity Supplier “demonstrated” delivery of its Installed
apacity Equivalent (“ICE”), or any part thereof, until it next delivers its ICE
the end of the term for which it certified the applicable block of Unforced Capacity,
whichever occurs first, subject to the limitation that any prior lack of demonstrated
delivery will not precede the beginning of the period for which the Unforced
apacity wa rtifi An External Install apacit lier med to ha

shortfall shall be required to pay to the ISO a deficiency charge as set forth in
tion 5.14.1 f the 1 rvi Tariff, pro-rated for the number of hours in th

month that External Installed Capacity Supplier is deemed to have a shortfall (i.e.,
ficien harge ~ 12 months) + total number of hours in month of shortfall) *

number of hours the shortfall lasted) * number of MWs of shortfall).

The 1 hall mit a Bi alculat rsuant t tion 5.14.1 of the I

Services Tariff, in the appropriate ICAP Spot Market Auction on behalf of an
Install apacit lier med to have a shortfall as if it were an LSE h

Installed Capacity Supplier shall be required to pay to the ISO the applicable
Market-Clearing Pri f Unfor apacit tablished in that ICAP t Market

Auction. In the event that the ICAP Spot Market Auction clears below the NYCA
Minimum Install apacity R irement or the Locational Minimum Install

Capacity Regulrementg whlchever is lelcable to the Installed Cagautx Supplier,

based on the locallzed levellzed embedded cost of a gas turbmeg as set forth in the
Table a multipli ne and one half (1 1 12). times th

amount of its shortfall.

If an Install apacit lier is found, at an int during a Capability Peri

to have had a shortfall for that Capability Period, e.g., when the amount of
nfor apacity that it lies is found t 1 than the amount it

committed to supply, the Installed Capacity Supplier shall be retrospectively liable
ay the I the applicabl lemental ly f

Any remaining monies collected by the ISO pursuant to Sections 5.14.1 and 5.14.2 of
the 1 rvi Tariff will applied a ified in tion 5.14 f the 1

Services Tariff.

5.9 5:4-Timing of Auctions

The ISO will develop a Capability Period Timeline that will attempt to ensure that:

1. A Capability Period Auction-will-be-held-atleast30-days-before-the
beginning-of that- Capability Pertod where Unforced Capacity shall be

made available for purchase for the entire six-month Capability Period
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will be held at least thirty (30) days before the beginning of that
Capability Period;

2. Pre-Capability Period Monthly Auctions wil-be-held-atleast15-days
before-the beginning-of that Capability Pertod-where Unforced Capacity is

made available for purchase for any and all Obligation Procurement

Periods within the Capability Period_will be held at least fifteen (15)
fore th inning of that Capability Peri

[k

4-During a Capability Period, Monthly Auctions will be held at least
fifteen (15) days before the beginning of each Obligation Procurement
Period in which Unforced Capacity will be made available for any and all
remaining Obligation Procurement Periods within that Capability Period;
and

5-During the-Capability Period;-2aA monthly Defieteney
ProeurementlCAP Spot Market Auction will be held at least two (2)

business days before the beginning of each Obligation Procurement Period
during which the ISO will procure LSE Unforced Capacity_Obligations

on behalf of LS-ES—Fh&FWH&GprGGHf@d—S&fﬁG&Gﬂ%@&foG@GPG&p&GH—}%G

[~

Preeufemem—lleﬁedeach LSE

The above guidelines may be adjusted for weekends and holidays. The intent of the
above will direct the ISO towards fair compromises when developing or amending
Attachment-Athe applicable Capability Period on the Installed Capacity (ICAP) Market

page of the NYISO website.

5.105:5-Bids to Buy and Sell - General
Requirements

Bids to purchase Unforced Capacity and offers to supply Unforced Capacity must be
submitted as separate bidsBids for each auction.

Bidders who wish to purchase Unforced Capacity and Offerors who wish to supply
Unforced Capacity in any ISO-administered auction may submit bidsBids to the ISO only
on the day of the auction, unless otherwise specified irunder the SO
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licable Capability Peri n_the Install apacity ICAP) Market
page of the NYISO website. If no Offerors submit offers to supply Unforced Capacity
in a—phase—ef-an auction-by—that-deadline, the ISO wilmay cancel-that-phase—of that
auction. By contrast, if at least one Offeror submits an offer to sell in a—phase—of-an
auction, the ISO will not cancel that phase—efthat-auction, and will allow a Market-
Clearing Price to be calculated in that phase-efthat-auction, even if no Bidder submits a

bid to buy in that phase-efthat-auction.

All LSE ith Unfor apacity in ex f their LSE Unfor apacit

Obligation may offer such Unforced Capacity into the ICAP Spot Market Auction
on their own behalf.

S.115:6-Limitations on Offerors’ Participation in
Installed Capacity Auctions

Only Customers will be permitted to offer to sell Unforced Capacity in an auction. The
amount of Unforced Capacity that can be offered for sale in any auction from a given
Installed Capacity Supplier will not be permitted to exceed the amount that Installed
Capacity Supplier is qualified to supply in the NYCA.

When the ISO reduces the amount of Unforced Capacity that an Installed Capacity
Supplier may supply to the NYCA, the Installed Capacity Supplier shall procure any
deficteneyshortfall in Unforced Capacity resulting from the reduction through a

D%ﬁeteneyhllfeememeﬁtﬁ%ae&eﬁ—TheBllateral Transactlons or in ang ISO-Precedures

administered auction.

The amount of Unforced Capacity that any given Offeror is permitted to offer for sale in
the auction shall not exceed the Offeror’s share of the amount of Unforced Capacity its
Installed Capacity Suppliers are permitted to offer for sale, as calculated above, less any
Unforced Capacity that Offeror has offered for sale either through Bilateral Transactions
or through sales to External Control Areas._To the extent that an LSE seeks to offer
into the ICAP Spot Market Auction, such LSE is limited to offering only those
amounts of Capacity that are in excess of its NYCA Minimum Installed Capaci
Requirement or its Locational Minimum Installed Capacity Requirement, as
applicable.

Installed Capacity Suppliers that wish to participate in an ISO-administered auction must

submit completed certification forms to the ISO by the 20th-day-ef-the-menth-preceding

an-auetionpertod-n-which-they-intend-to-offer Unforeed-Capaeitydate posted, and using
the certification forms provided for the applicable Capability Period on the
Installed Capacity ICAP) Market page of the NYISO website. The certification form
shall, at a minimum,—requireInstalled-CapaecitySuppliersto demonstrate: (i) that they

own, have contracted to purchase, or have been designated as the agent for the share of
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each Resource that they claim when making offers to supply Unforced Capacity; and (ii)
that the Unforced Capacity they offer has not been committed or sold to provide
Unforced Capacity in the New York market or an External Control Area. Any offer to
sell that would cause the total amount of Unforced Capacity offered by that Offeror from
that Resource to exceed the amount of Unforced Capacity it is permitted to offer from
that Resource will be rejected in its entirety.

If an Installed Capacity Supplier (or a portion of the Unforced Capacity generated
byattributable to an Installed Capacity Supplier) is selected in the auction to provide
Unforced Capacity, that Resource (or portion thereof) cannot provide Installed Capacity
to any other Control Area, and shall be required to adhere to the requirements for
Installed Capacity Suppliers set forth in the ISO Services Tariff and in this Manual.
Entities wishing to purchase Unforced Capacity that will count toward Minimum
Installed Capacity requirementsRequirements in other Control Areas will not be able to
purchase such Unforced Capacity in an ISO-administered auction.

S.125-7Limitations on Bidders’ Participation in
Installed Capacity Auctions

As part of its evaluation of each Bidder’s creditworthiness, the ISO may establish credit
limits for each Bidder. The ISO will reject bidsBids from Bidders if acceptance of that
bid could cause the total amount owed by that Bidder as a result of the auction to exceed
that Bidder’s credit limit. The credit criteria used by the ISO are contained in Article 8 of
the ISO Services Tariff.

S5.135:8-Required Information in Bids to Buy

Eachln the Capability Period and Monthly Auction, each Bidder may submit multiple
bidsBids. Each bid to purchase Unforced Capacity submitted by a Bidder must include
but is not limited to the following information:

1. The total amount of Unforced Capacity it wishes to purchase in
association with that bidBid, in increments of 100 kW;

2. The maximum price the Bidder is willing to pay for the Unforced Capacity
it is offering to purchase in its bidBid, in $/kW for the time period
appropriate to the auction;

3. The auction and-phase-to which the bidBid applies;

4. Whether the Unforced Capacity must be associated with Installed
Capacity Suppliers located in a specific Locality, and if so, which
Locality; and
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5. Whether the Installed Capacity Suppliers associated with the Unforced
Capacity can be located in a Control Area outside the NYCA, and if so,
which Control Area(s).

In the ICAP t Market Auction, the 1 ill enter Bi n behalf of all LSE

Prior to the ICAP Spot Market Auction, LSEs will certify the amount of Unforced
apacity that they ha r ha tained for th min ligation Procurement

Period. After LSE certification, the ISO will enter Bids into the ICAP Spot Market
Auction in accordan ith the applicable Deman rve for each Locality and th
NYCA.

The ISO Unforced Capacity Purchase Agreement is found in Attachment F to this
Manual.

5.145:9- Required Information in Offers to Sell

EachIn the Capability Period Auction, the Monthly Auction and the ICAP Spot
Market Auction, each Offeror may submit multiple offers. Each offer to sell Unforced

Capacity submitted by an Offeror must include but is not limited to the following
information:

1. The amount of Unforced Capacity it offers to sell in increments of 100
kW;

2. The minimum price it is willing to accept for the Unforced Capacity it is
offering to sell in its offer, in $/kW for the time period appropriate to the
auction;

3. The auction and-phase-to which the offer applies;

4. The name of the Installed Capacity Supplier providing the Unforced
Capacity offered for sale;

5. Documentation of that Installed Capacity Supplier’s DMNC (described
above);

6. Whether that Installed Capacity Supplier is located in a Locality, and if so,
which Locality; and

7. Whether that Installed Capacity Supplier is located in a Control Area
outside the NYCA, and if so, which Control Area.
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5.15510-Selection of Bids and Offers:
Determination of Selected Bids-and OffersMarket-

Clearing Prices

Fheln _the Capability Period and Monthly Auctions, the ISO will determine which
bidsBids to purchase and Wthh offers to sell Unforced Capa01ty are selected by

maximizing sthe

sum of the maﬂm&m—pﬂees—B*d ds submltted by B—}ééefs—whes&b*és—te—pufeh&se
Unfereed-Capaeity-in-that phase-of that auetion-were-seleetedwinning bidders minus the
st-of-the mirtmum-pricesspeetfied-by-Otterorswhese-offers to-sel-Unforced-Capaetty
in-that phase-ef that auction-were-seleeted;submitted by winning offerors subject to the
following constraints—en:_ (1) the lecationamount of Capacity in each Locality for
which offers were accepted must be sufficient to satisfy all accepted Bids that

specified that Capacity must be located in that Locality. (Capacity combined with

Unforced Capacity Deliverability Rights will be treated as Capacity in the_relevant
Locality.); (2) the amount of Capacity in each Control Area outside the NYCA for
which offers were accepted cannot exceed the quantity of accepted Bids that
specified that Capacity could be located in that Control Area; and (3) the amount of
Unforced Capacity associated nstalled-Capaeity-Supplierwith In-City generation that
havebeen—speeiftedinis subject to capacity market mitigation measures provided
shall not exceed the—selected—bids—as—well-as—the limitations—on—thetotal amount of
Unforced Capacity accepted from Bids which specify that eansuch Unforced Capacity
must be pﬁfeh&sedlocated in eaeh—E*temaJ—GeﬂﬁehA&ea—m—eaeh—aﬁeﬁei%deseﬁbed—m

ph&se—ef—eaeh—&&eﬁeﬂ he New York Clty_ Locallg

All, part, or none of a bidBid to purchase or an offer to sell Unforced Capacity may be
selected in any givenphase-ofanauetionCapability Period or Monthly Auction. As a
result, if a Bidder offers in a bidBid to purchase a given amount of Unforced Capacity at
a given price, it may be awarded that amount of Unforced Capacity, or it may be awarded
any amount lower than the amount it offered to purchase (including zero MWs).

Neither Bidders nor Offerors will be permitted to submit bidsBids or offers which specify
that either all or none of a bidBid or offer can be selected. Bids to purchase or offers to
sell Unforced Capacity in a given phase—ef-an—auetionCapability Period or Monthly
Auction cannot be made contingent on the outcome of another auction; e.g., an Offeror
will not be permitted to offer Unforced Capacity within one month’s auction contingent

upon its sale of Unforced Capac1ty in another month’s auctlon I—m-&al—l—yubfds—te—pﬂ-rel&ase
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In cases in which multiple Bidders Bid to pay the same price for Unforced Capacity in a
given location (or group of locations, if there is no price difference between those
locations) in the same phase-efthesame-anetionCapability Period or Monthly Auction,
and some but not all of those bidsBids can be selected, the amount of Unforced Capacity
awarded to each of those Bidders in association with each of those bidsBids shall be
proportional to the amount of Unforced Capacity that Bidder Bid to purchase in that
location (or group of locations, if there is no price difference between those locations) at
that price. Likewise, in cases in which multiple Offerors offer to sell Unforced Capacity
in a given location (or group of locations, if there is no price difference between those
locations) for the same price in the same phase-efthe-same-auvetionCapability Period or
Monthly Auction, and some but not all of those offers can be selected, the amount of
Unforced Capacity selected from each of those Offerors in association with each of those
offers shall be proportional to the amount of Unforced Capacity that the Offeror offered
to sell in that location (or group of locations, if there is no price difference between those
locations) at that price.

As g result ol cuch phase-otantSO-admimstered-aucton—with-the-exeephion-of-the st
phase-of auctions-conduectedintwo-phasesCapability Period or Monthly Auction, the

following Market-Clearing Prices for Unforced Capacity will be determined:

1. Prices for Unforced Capacity located in each Locality.

2. Prices for Unforced Capacity located in each Control Area outside the
NYCA.

3. Price for Unforced Capacity located in the portion of the NYCA that is not

located in any other Locality.

T-the-first phaseMarket-Clearing Prices per MW of a-twe-phase-auetion,only
Unforced Capac1ty leea%ed—m—ﬂ%%New#eﬂe@H{y—Leea-hty—wﬂl be ava%bl%seeﬂ&%e&ly

ach Locahtye for the NYg;Aa and for each External ggontrol Are

1. The Market-Clearing Price for a Locality will be the price at which
one could have satisfied an incremental increase in demand in the

auction for Capacity that had to be located in the Locality.

2. The Market-Clearing Price for the NYCA will be the price at which
one could have satisfied an incremental increase in demand in the

auction for Capacity that could have been located anywhere in the
NYCA.

3. The Market-Clearing Price for an External Control Area will be the
price at which one could have satisfied an incremental increase in
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demand in the auction for Capacity that could have been located in
the NYCA or in that External Control Area

The objective function that the ISO will use in each-phase-of-each-auetionthe Capability
Period and Monthly Auctions, which was described in the previous section, will be to

select the offers of Unforced Capacity with the lowest offer prices, insofar as doing so
would not cause violations of the locational constraints specified by Bidders whose
bidsBids have been selected or violations of the limitations on the total amount of
Unforced Capacity that can be purchased from an External Control Area, pursuant to
Section 4.9.3 “Other Allocations.” But the need to honor these locational constraints may
require the ISO to accept some offers which specify relatively high offer prices for
Unforced Capacity while not accepting other offers with lower offer prices, because
purchasing the lower-priced Unforced Capacity would violate the locational constraints
stated in the Bidders’ bidsBids. In such cases, locational constraints will be binding and
Market-Clearing Prices of Unforced Capacity determined-inthat-phase-may differ from
location to location. If no locational constraints are binding (i.e., if the locational
constraints specified by Bidders or the limitations on the total amount of Unforced
Capacity that can be purchased in any given Control Area did not force the ISO to select
more expensive offers of Unforced Capacity in the auction than it would have selected in
the absence of those locational constraints), then the Market-Clearing Price of Unforced

Capacity determined-in-thatphase-will be the same at every location.

When locational constraints do not bind, the Market-Clearing Price of Unforced Capacity

in a phase-efa-given auctionCapability Period or Montly Auction will be the marginal
bid cost of pr0V1d1ng additional Unforced Capa01ty in %ha{—&aeﬁeia—"Phe—lmPgﬂ}aJ—b*d—ees{

G}tyu]:eeal-kty—m—t-ha{—ph&se h Monthly Auction or Capability Period Auction, a
applicable. This procedure for calculating Market-Clearing Prices is analogous to the
procedure that will be used to calculate LBMP prices in the Energy market (which are
based upon the marginal bid cost of supplying an increment of Load at a location).
Ilustrations of these procedures for calculating prices appear in Attachment H.

In order to determine the marginal bid cost of providing Unforced Capacity_in_the
Capability Period and Monthly Auction, the ISO will calculate the change in the
amount of Unforced Capacity that would have been bought and sold by each Bidder and
Offeror if there had been — in addition to the bidsBids and offers that were already part
of the auction — an additional demand for a very small amount of Unforced Capacity.
The presence of this additional demand would have had one of two effects. Either it
would have increased the amount of Unforced Capacity purchased from the marginal
Offeror (which is the Offeror whose offer price is lowest among those entities that
offered Unforced Capacity into that phase—ef—that-auction, but did not sell all of that
Unforced Capacity in that phaseauction), so that the amount of Unforced Capacity
purchased from that Offeror would have been slightly above the amount that was actually
purchased in that phaseauction. Alternatively, it would have decreased the amount of
Unforced Capacity purchased by the marginal Bidder (which is the Bidder whose offer
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price is lowest among those entities that purchased Unforced Capacity in that phase-ef
that-auction), so that the amount of Unforced Capacity purchased by that Bidder would
have been slightly below the amount that was actually purchased in that phaseauction
(with the leftover Unforced Capacity used to meet the small additional demand). The
algorithm that the ISO uses to conduct the auetionCapability Period or Monthly
Auction will choose whichever of these mechanisms satisfies the additional demand at
the lowest cost. That cost (expressed in terms of $/kW per time period applicable to the
auction) will determine the marginal bid cost of providing Unforced Capacity in that

phase-efthat-auction.

When locational constraints bind, the Market-Clearing Price of Unforced Capacity at
each location will still be the marginal bid cost of providing additional Unforced

Capacity in that-phase-efthatauetioneither the Capability Period or Monthly Auction,
as applicable, but it will be the marginal bid cost of providing Unforced Capacity located

in a given area.—Therelevantareats-defined-inthe nextseveral paragraphs:

First, the locational constraints will be divided into two groups. A Locality constraint is
binding if the ISO selects offers of Unforced Capacity located in a certain Locality while
not selecting lower-priced offers of Unforced Capacity from outside that Locality. The
ISO will only do this in order to avoid violating locational constraints specified by
Bidders that state that a bidBid is only valid for Unforced Capacity located in a given
Locality.

An External Control Area constraint is binding if the ISO does not select offers of
Unforced Capacity located in a particular External Control Area (or group of Areas),
while selecting offers with higher offer prices from Installed Capacity Suppliers located
in the NYCA or in other External Control Areas or to avoid violating the limits on the
total amount of Unforced Capacity that can be purchased in a given External Control
Area, pursuant to Section 4.9.3 of this Manual. Again, the ISO will only do this in order
to avoid violating locational constraints specified by Bidders that state that a bidBid is
only valid for Unforced Capacity that is not located in a given External Control Area (or
group of Areas).

Then:

o If a Locality constraint is binding in a phase-ef-an-auetionCapability Period or
Monthly Auction, then-the Market-Clearing Price of Unforced Capacity located

in that Locality inthatphase-will be the marginal bid cost of providing additional
Unforced Capacity in that Locality in that phaseauction.

o If an External Control Area constraint is binding for a particular Control Area in a
phase-efan-auetionCapability Period or Monthly Auction (or group of Areas),
then the Market-Clearing Price of Unforced Capacity located in that External
Control Area (or group of Areas) inthatphase-will be the marginal bid cost of
providing additional Unforced Capacity in that particular External Control Area

(or group of Areas)-in-thatphase.
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o The Market-Clearing Price in aphase-ef-an auction for Unforced Capacity located
anywhere else (which includes (1) Unforced Capacity located in the NYCA, but
not in any other Locality; (2) Unforced Capacity located in a Locality, if that
Locality constraint is not binding-i-thatphase; and (3) Unforced Capacity located
in an External Control Area, if no External Control Area constraint affecting that
External Control Area is binding-in-that-phase) will be the marginal bid cost of
providing additional Unforced Capacity-in-thatphase located anywhere other than
a Locality for which a Locality constraint is binding in-that-phase-or an External
Control Area for which an External Control Area constraint is binding—in—that

phase.

The set of prices that results will ensure that when a Locality constraint is binding, the
Market-Clearing Price for Unforced Capacity located in that Locality will be higher than
the Market-Clearing Price for Unforced Capacity located in the portion of the NYCA that
is not part of another Locality. It also ensures that when an External Control Area
constraint is binding, the Market-Clearing Price for Unforced Capacity located in that
External Control Area (or group of Areas) will be lower than the Market-Clearing Price
for Unforced Capacity located in the portion of the NYCA that is not part of another
Locality.

The ISO will identify Bids that are accepted as follows:

1 Bids for Unfor apacity that must located in a Locality that

were above the Market-Clearing Price for that Locality will be
a ted in their entiret Bi al to the Market-Clearing Pri

will be accepted on a pro rata basis.

2 Bids for Unfor apacity that 1 located anvwhere in th

NYCA that were above the Market-Clearing Price for Rest of State
ill a ted in their entirety. Bi al to the Market-Clearin

Price will be accepted on a pro rata basis.

Bids for Unfor apacity that 1 located anvwhere in th
NYCA or in one or more External Control Areas that were above the
1 t Market-Clearing Price among th External Control Areas in

which they were willing to purchase Capacity will be accepted in their
ntirety. Bi al to the Market-Clearing Pri ill a t n

a pro rata basis.
The 1 ill identify offers that are a ted as foll :

1. Offers for Unforced Capacity in a Locality that were below the
Market-Clearing Price for that Localit ill a ted in their

entirety. Offers equal to the Market-Clearing Price will be accepted
on a pro rata basis.
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a. An exception applies to Unforced Capacity associated with In-
it neration that i ject to capacity market mitigation

measures. If the ISO limits the amount of Unforced Capacity
a iat ith In-Cit neration that i ject to capacit

market mitigation measures sold in a Monthly Auction or
apability Period Auction, the 1 hall establish a price at

which the total number of offers of Unforced Capacity
a iat ith In-Cit neration that i ject to capacit

market mitigation measures is equal to the maximum amount
f h Unfor apacity that wa rmitted t lied in

that auction. The ISO shall then accept offers of Unforced
apacity a iat ith In-Cit neration that i ject t

capacity market mitigation measures at that price on a pro
rata basis. [Mike Cadwalader t xplain at ICAP

meeting.]|

2 ffers for Unfor apacity in Rest of State that re a th

Market-Clearing Price for Rest of State will be accepted in their
ntiret ffer al to the Market-Clearing Pri ill a t

on a pro rata basis.

ffers for Unfor apacity in an External ntrol Area that

above the Market-Clearing Price for that External Control Area will
a ted in their entirety. Bi al to the Market-Clearing Pri

will be accepted on a pro rata basis.

Market-Clearing Prices will be calculated independently within each phase-ef-a—gtven

auetionCapability Period and Monthly Auction. As a result, the Market-Clearing Price
for Unforced Capacity at a given location may vary amengphases—efwithin the same

auction, or among different monthly auctions conducted at the same time.

In the ICAP t Market Auction, the I ill construct a 1 rve for th

total Unforced Capacity offered in the NYCA which includes all Capacity that LSEs
r Install apacit liers ha ignated for to meet their r tive LSE

Unforced Capacity Obligations through self-supply, as well as all other Capacity
ffered into the ICAP t Market Auction. In ca in which the total amount

Capacity in a given External Control Area, or the combination of all External
ntrol Area 1d ex limits on the amount of Capacity that can be locat

these areas, the ISO shall eliminate the highest offers (or parts of those offers) in the
affected External ntrol Areas from thi 1 r ntil th limits are n

longer exceeded.

In the ICAP t Market Auction, the 1 ill al nstruct a 1 rve for all

Unforced Capacity offered for each Locality which includes all Capacity in that
Locality that LSEs or Install apaci liers ha ionated for to meet

their respective LSE Unforced Capacity Obligations through self-supply, as well as
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all other Capacity in that Locality offered into the ICAP Spot Market Auction.
apacit mbin ith Unfor apacity Deliverability Rights shall treat

Capacity in the relevant Locality.

In the ICAP t Market Auction, the Market-Clearing Pri hall termin

for Rest of State, for each Locality, and for each External Control Area. The
Market-Clearing Price for Rest of State will the price at which th 1 r

for the total Unforced Capacity intersects the applicable ICAP Demand Curve for
the total Install apacity market. The Market-Clearing Price for a Locality will
be the price at which the supply curve for that Locality intersects the Demand
Curve for that Locality unless the Market-Clearing Price determined for Rest of
State is higher in which case the Market-Clearing Price for that Locality will be set
at the Market-Clearing Price for Rest of State. The Market-Clearing Price for an

External Control Area will be set to the Market-Clearing Price for Rest of State
nl ther re offer 1 the Rest of State Market-Clearing Price from

Installed Capacity Suppliers in External Control Areas that were not accepted.

If an offer in the ICAP t Market Auction was not a t a it 1

cause the limit on the total amount of Capacity provided by Installed Capacity
liers locat tside th YCA to ha n ex the Market-Clearin

Price for all External Control Areas shall be set to the price at which one could have
tain an _incremental amount of Capacity from anvwher tside th Y

unless there were offers below such Market-Clearing Price from Installed Capacity
liers in a given External Control Area that were not a t In that case, th

Market-Clearing Price for that External Control Area would be set to the price at
hich on 1d ha tained an incremental amount of Capacity in that External
Control Area.

5.165-12-Billing and Settlements

Subject to the exceptions noted elsewhere regarding New York City generation, the ISO
will pay each Offeror whose offer to sell Unforced Capacity is selected in any-particular
phase-ef-an auction the Market-Clearing Price determined in-that-phase-ef that auction at
the location of each of its Resources that have been selected ithat-phase-to provide
Unforced Capacity, for each 100 kW of Unforced Capacity that Resource has been
selected to supply. Each Bidder for Unforced Capacity whose bidBid to purchase is
selected in any-particalarphase-ef-an auction will pay the ISO the Market-Clearing Price
at the location specified in the bidBid(s) that have been selected, for each 100 kW of

Unforced Capacity that it purchased-in-thatparticttarphase.

For_the Capability Period and Monthly Auctions, entities purchasing Unforced
Capacity will pay:

1. The Market-Clearing Price for the Locality times the number of MW
of Bids they submitted that were accepted that specified that Capacity
must be located in that Locality.
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2. The Market-Clearing Price for Rest of State times the number of MW
f Bids th mitted that were a ted that ified that Capacit

could be located anywhere in the NYCA.

The Market-Clearing Price for an External ntrol Area times th

number of MW _of Bids they submitted that were accepted that
ified that Capacit 1 located anvwhere in the NYCA or in

that External Control Area. (In cases where the Bid specified that the

apacit 1 located in multiple External ntrol Areas. th

lowest Market-Clearing Price for one of those External Control Areas
ill

For all Installed Capacity auctions, entities selling Unforced Capacity will be paid:

1 The Market-Clearing Price for the Locality times the number of M

of offers they submitted that were accepted for Capacity in that
Localit apacit mbin ith Unfor apacity Deliverabilit

Rights will be treated as Capacity in the relevant Locality.)

a. If the Market-Clearing Price exceeds the monthly mitigated
price cap. owners of In-City generation that is subject to
capacity market mitigation measures shall receive no greater

than the applicable price cap as posted under the applicable
apability Peri n the Install apacity (ICAP) Market

page of the NYISO website.

2 The Market-Clearing Price for Rest of State times the number of M

of offers they submitted that were accepted for Capacity in Rest of
tat

3. The Market-Clearing Price for an External Control Area times the

number of MW _of offers they submitted that were accepted for
Capacity in that External Control Area.

In the ICAP t Market Auction, the 1 ill pay entiti rchasin nfor
Capacity the Market-Clearing Price as determined in Section 5.15 of this Manual.

The 1 1d like t i Mik adwalader’s langua r for thi

Section, Establishing Residual Requirements and Residual Obligations, in his
outline, Section 5.4.3.]

Settlements for CapabilityPeriodall Installed Capacity auctions{e-strip-and-monthly)

will occur in the month following the month for which the Unforced Capacity was
purchased. For example, Unforced Capacity purchased for the month of May will be
billed and paid for in the month of June. The schedule for bills and payments for
Unforced Capacity will follow the Energy Market schedule. A timetable for bills and
payments for the Energy Market can be found on the ISO-Web-siteNYISO website.
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Unforced Capacity purchased in the six-month strip auction (the Capability Period
Auction) will be settled on a monthly basis. The ISO will issue bills for one-sixth of the

applicable market-elearingpriceMarket-Clearing Price for Unforced Capacity on the

same schedule referenced above.

In-City LSEs will receive bills for the Unforced Capacity that they purchased that are net
of any-Phase rebates.

S.17543-Allocation of Winning Bids

Eachln the Capability Period and Monthly Auctions, each Bidder whose bidBid to
purchase Unforced Capacity in—any—partietlarphase—of-an—-auetion—is selected will be
allocated a pro rata share of the Unforced Capacity purchased in the auction, subject to
the locational constraints specified in that Bidder’s bidBid, using the following
procedure:

1. Bidders whose bidsBids specified that the Unforced Capacity must be
associated with an Installed Capacity Supplier located in a Locality will be
awarded such Unforced Capacity.

2. Bidders whose bidsBids specified that the Unforced Capacity could be
associated with an Installed Capacity Supplier located in a particular
Control Area outside the NYCA, and who paid a lower Market-Clearing
Price as a result, will be allocated Unforced Capacity located in that
External Control Area.

3. Any remaining purchasers of Unforced Capacity whose bidsBids specified
they could accept Unforced Capacity associated with Installed Capacity
Suppliers located outside the NYCA will be allocated Unforced Capacity
for all remaining Unforced Capacity sold in-thatphase-of that auction that
is located outside the NYCA. This allocation shall be performed on a pro-
rata basis, without violating any locational constraints specified by those
Bidders.

4. All remaining Unforced Capacity associated with Installed Capacity
Suppliers located inside the NYCA shall be allocated on a pro-rata basis
among all remaining purchasers of Unforced Capacity in that phase-ofthat
auction.

S.185-14-Posting of Results

The ISO will post the results of each auction within the time period specified in the ISO
Procedures. These results shall include:
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1. The Market-Clearing Price for each Locality, each External Control Area,
and the portion of the NYCA not included in any other Locality, in each

phase-ofeach-ISO-administered auction.

2. The total amount of Unforced Capacity associated with Installed Capacity
Suppliers in each Locality, each External Control Area, and the portion of
the NYCA that is not included in any other Locality that was sold in each

phase-ofeach-ISO-administered auction.

3. The total amount of Unforced Capacity purchased in each phase-ofeach
ISO-administered auction, broken down by the constraints placed upon the
location of those Unforced Capacity by the Bidders placing those

The ISO shall publish all bidsBids and offers made in each auction six months after the
conclusion of that auction. The names of Offerors or Bidders will not be revealed
publicly; however, the ISO will post these data in a way that permits the identity of a
given Offeror or Bidder to be tracked over time.
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Attachment BB:

Locational____ Minimum Installed Capacity
Requirements_(for the 2003-2004 Capability Year

e The Locational_ Minimum Installed Capacity Requirement for New York City
(LBMP Zone J) is 80%.

e The Locational Minimum Installed Capacity Requirement for Long Island
(LBMP Zone K) is 9395%.

Maximum Allowances for Installed Capacity
Provided by Resources Outside the NYCA

e The maximum Installed Capacity Equivalent of Unforced Capacity that may be
located outside the NYCA is 2755 MW. This number will be updated annually
based on ISO reliability studies. Existing Grandfathered contracts currently
account for 622 MW of the 2755 MW. See Attachment E. This leaves a total of
2133 MW permitted to be imported to the NYCA, on a first-come, first-serve

basis.*
Amount of Total (MW) Grandfathered Remaining (MW)
External ICAP (MW)
Permitted to be 2755 622 2133
Sold in the NYCA

e The maximum amount of Installed Capacity that may be located in each of the
following Control Areas, due to transmission constraints, is as follows:**

Neighboring Total (MW) Grandfathered Remaining (MW)
Control Area (MW)
PIM 10801300*** 117%%* 9631183 ***
ISO-NE 950 50 900
Ontario-IMO 55 55 0
Hydro Quebec 1200 400 800
NYISO Installed Capacity Manual B-1
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* Please refer to Section 4.9 of this Manual for further information in connection with
ICAP sales in the NYCA from Resources located in External Control Areas.

** Note that the “Total” and “Remaining” NYCA ICAP that may be located in each of
the four listed External Control Areas, when tallied, exceeds the amount of external ICAP
permitted to be sold in the NYCA.

*#% 1080 MW of these 1 MW are subject to reservation under Section 5.12.2 of the
ISO Services Tariff in amounts up to those listed in OATT Attachment L Table 3
(Existing Transmission Capacity for Native Load ETCNL)_which includes 117 MWs of

Grandfathered MWs in the PJM Control Area (see Attachment E of this Manual).

NYISO Installed Capacity Manual B-2
Attachment B: Locational Minimum Installed Capacity Requirements



Document comparison done by DeltaView on Thursday, April 24, 2003 18:22:50
Input:

Document 1 pcdocs://new york/159324/1

Document 2 pcdocs://new york/160655/2

Rendering set |[H&W

Legend:

Insertion
Deletion

Moved from

Moved to
Format change

Inserted cell
Deleted cell
Moved cell
Split/Merged cell
Padding cell
Statistics:

Count
Insertions 942
Deletions 1160
Moved from 0
Moved to 0
Format changed 0
Total changes 2102




