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Rate Schedule 1
Market Administration and Control Area Services Charge

1. Parties to Which Charges Apply

The 1SO shdl charge and each Customer taking service under the 1SO Services Tariff shal pay
the Market Administration and Control Area Services charge on al services provided under the Tariff.
Each Market Participant that sells or purchases Energy, including Demand Side Resources, sellsor
purchases Capacity, or provides Ancillary Servicesin the ISO Administered Markets utilizes Market
Services and mugt enter into a Service Agreement under the Tariff, as set forth in Attachment A; and
esch entity that withdraws Energy to supply Load within the NY CA or provides Ingtalled Capacity to
an LSE sarving Load within the NY CA utilizes the Control Area Services provided by the ISO and
benefits from the rdliability achieved as aresult of 1SO Control Area Services, and must enter into a
Service Agreement under this Tariff, as set forth in Attachment A.
2. Billing

The SO shdl charge each Customer based on the product of: (i) the Market Administration
and Control Area Services chargerate; and (ii) the Customer's billing units for the month. The hilling

unitswill be based on the Actua Energy Withdrawals for al Transactions

to supply Load inthe NY CA and dl other purchases from the LBMP Markets to supply Load
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outsdethe NYCA.
3. Computation of Rate

The Market Administration and Control Area Services charge shall be computed on a monthly
basis based on information available from the prior month. The charge shdl equa the quotient of the
ISO's monthly costs and expenses that are charged to the |SO Services Tariff divided by the totdl
amount of Actual Energy Withdrawa s to supply Load in the NY CA and dl other purchases from the
LBMP Marketsto supply Load outside the NY CA, adjusted for revenues related to Installed Capacity
deficiency pendlties.
4. ISO Costs

SO cogts to be recovered through this charge shal include cogts incurred by the 1SO thet are
directly assignable to the services provided by the 1SO under the Tariff and are not recoverable under
Rate Schedule 1 of the ISO OATT. Costs recoverable under this charge shall include costs related to:
the ISO's adminigtration of the LBMP Markets; the ISO's administration of Installed Capacity
requirements and an Ingtalled Capacity Market; the ISO's administration of Control Area Services,
other than Ancillary Services provided under the ISO OATT; the ISO's adminigtration of the Market

Power Monitoring Program; other activities related to the maintenance of religbility in the NY CA; and

costs reated to any indemnification of or by the 1SO pursuant to Section 12.4 of this Tariff.
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In addition, fifty percent of the costs associated with the start-up and formation of the 1SO, plus
interest, is aso recoverable under this charge. Such costswill equa $27.45 million,
plusinteret, less one-hdf of the sart-up costs aready collected by the 1SO under the ISO OATT
These costs will be amortized over a period from September 1, 2000 through December 31, 2004.

Where cogts or expenses or receipts are incurred on a basis other than amonthly basis, the

SO shdl use reasonable judgment consistent with commonly accepted accounting practices to develop

the monthly components.
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Rate Schedule 2
Payments for Supplying Voltage Support Service

This rate schedule gpplies to payments to Suppliers who provide Voltage Support Service to
the 1SO. Transmisson Customerswill purchase Voltage Support Service from the ISO under the ISO
OATT.

The embedded cost calculation methodology provided in this rate schedule shal be used to
caculate payments to dl digible Suppliers providing Voltage Support Service as applied on a resource-
specific basis. The 1SO shdll cdculate and make payments monthly.

1.0  Responsibilities

The 1SO shdl coordinate the Voltage Support Service provided by Suppliersthat qualify to
provide such services as described in Section 1. 1 of this Rate Schedule. The 1SO shall dso establish
methods and procedures for Resctive Power (MVAr) capability testing.

1.1 Suppliers

To qudify for payments, Suppliers of Voltage Support Service shdl provide aresource that has

an AVR and has successfully performed Reactive Power (MVAr) capability tesingin
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accordance with the 1SO procedures and prevailing industry standards. The ISO may direct

Suppliers to operate their resources within these demonstrated reective capability limits. Suppliers of
Voltage Support Service will test their resources and provide these servicesin accordance with 1SO
Procedures.

Voltage Support Service includes the ability to produce or absorb Reactive Power within the
resour ce's tested reective capability, and the ability to maintain a specific voltage level under both
steady-state and post- contingency operating conditions subject to the limitations of the resource's stated
resctive capability.

2.0 Payments

Suppliers whose resource(s) meet the requirements to supply Installed Capacity, as described in
Article 5 of the ISO Services Tariff, and are under contract to supply Installed Capecity shal receive
one-twelfth the annua embedded cost payment for Voltage Support Service except as noted bel ow
with respect to Non-Utility Generators. To the extent Suppliers of Installed Capacity are dectricaly
located outside the NY CA, payments for Voltage Support Service will be subject to criteria established
by the ISO.

Suppliers whose Generators are not under contract to supply Installed Capacity and Suppliers

with synchronous condensers shdl receive one-twel fth the annual embedded cost payment pro-rated by

the number of hours that Generator or synchronous condenser operated in
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that month, as recorded by the I SO.

For Non-Utility Generators that are operating under existing power purchase agreements, the
entity that is purchasing Energy and/or Capacity under such agreement or providing Transmission
Service under that agreement shdl be contacted by the 1SO when the SO requires Voltage Support
Service from the contracted Resource. The SO shall pay holders of the contracts for such resources,
which are operating under existing power purchase agreements, the product of the average ¥MVAr
rate for the 1SO and the MV Ar capacity of the Non+Utility Generator as described bel ow, except that
the 1SO shdl pay this amount to the Non- Utility Generator if the purchaser under the existing power
purchase agreements agrees to stipulate that the Non-Utility Generator should receive such payments.
At such time as the existing power purchase agreements are terminated or expire, the Non-Utility
Generators may then supply the required embedded cost data to the 1SO and then receive payments
under this rate schedule.

(a) Formula for Determining the Payment for Voltage Support Service

Payments to Generators and synchronous condensers eligible to provide Voltage

Support Service will be based upon amounts filed in FERC Form 1 (or equivadent) according to

the fallowing formula

Annual VSCP = AFCR x VCAPCOST + VOM

Where:
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Annual VSCP = Annua Voltage Support Service payment to resources
AFCR = Annud fixed charge rate associated with resource capital investment
VCAPCOST = Current capita investment of the resource dlocated for supplying
Voltage Support Service.
VoM = Operating and maintenance (O& M) expenses for supervison

and engineering dlocated for supplying Voltage Support Service:
(1) for Generators: O&M expenses (from FERC Form 1,
Account #500 and 510, 517 and 528, 535 and 541, or 546
and 551) multiplied by 30% x (1-PF) as defined below.
(2) for synchronous condensers: O& M expenses (from
applicable FERC Form 1 Accounts or equivaent).
VCAPCOST isdefined as.
1) for Generators:
VCAPCOST = [(1-PF) x 30% x VTG] + [10% x VACC] + 0.2% x TOTREM
2 for synchronous condensers:
VCAPCOST = Current capita investment of synchronous condenser equipment in

Commission generation accounts or their equivaent (which are not dready
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included in transmission rate base).

Where:

PF = Generator’ s tested Power Factor for producing Reactive Power (MVAr) & its
norma maximum operating capability or 90% of its DMNC, whichever is
greater.

VTG = Current capital investment of Generator’ s turbine-generator equipment from
FERC Form 1, Account #314, 323, 333, or 344.

VACC = Current capital investment or Generator’ s accessory dectrical equipment from

FERC Form 1, Account #315, 324, 334, or 345.

TOTREM =  Current total capita investment of production equipment (from FERC Form 1
(or equivaent), Account #310 through 346) Less ((1-PF) x 30% x VTG)
Less (10% x VACC).

NOTE: The last term in the equation above (02% x TOTREM) is to account for Real Power

Lossesin the Generator step-up transformer associated with the production of full Reactive

Power (MVAr) output.
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Method for Calculating Charge for Reactive

Supply and Voltage Support Service

Production Plant Accounts 310-346, FERC Form 1

{

Origina Sheet No. 261
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Figure 2.0(a) illustrates the method for caculating the charge for Voltage Support Service using

Figure 2.0(a) Wheels through
FERC Form 1 data
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(b) Lost Opportunity Costs

A Supplier of Voltage Support Service from a Generator that is being dispatched by the

SO shall dso receive a payment for Lost Opportunity Costs (“LOC”) when the ISO directs
the resource to reduce its red power (MW) output below its schedule in order to alow the
resource to produce or absorb more Reactive Power (MVAr). The Lost Opportunity Cost
payment shal be calculated as the product of: () the MW of output reduction; (b) the time
duration of reduction in hours or fractions thereof; and (c) the Red- Time LBMP at the
Generator bus minus the Generator' s Energy Bid for the reduced output of the Generator. The

details of the Lost Opportunity Cost payments are as follows:

The formula below describes the cdculation of LOC as gpplied to each Resource

supplying Voltage Support Service.
D,
LOC =P, (D;,—D,) —OBid
D,
Where:
Pxr = Red-TimeLBMP
D; = Origind digpetch point
D, = New dispatch point
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Bid = Bid curve or Generation supplying Voltage Support Service
Figure 2.0(b) below graphicaly portrays the cdculation of the LOC for a Generator

which reduced its MW output to alow it to produce or absorb more Reactive Power (MVAT).

Incremental Bid Curve Used
to Calculate LOC

S

A
N e Real TimeLBMP
RT

/ Bid
B:
Bz /
> M

D, D,

(© Payments for Voltage Support Services Provided by Non-Utility Generators
The ISO shdl compute the rate used to calculate the payments to holders of power
purchase agreements from Non-Utility Generators which provide Voltage Support Service

based on forecast data usng the following equation:
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All

é- NY[SO VSSPayments +PYA VSS
All
4 RPCAP VSSPayments

RateVSS =

Where:

Rateyss = Average Annud $MVAr rate for |ISO Paymentsto Suppliers of Voltage
Support Service

All

The sum of the tested Reactive Power production capability for those

& RPCAPsspimens
resources providing Voltage Support Service to the |SO.

%{I NYI SOVSSPaymen s = Thesum of the projected SO payments to Suppliers providing Voltage
Support Serviceincluding; (1) total annua embedded cogs digible for
payment as defined in paragraph 2(a) of this Rate Schedule; (2) any
applicable LOC to provide Voltage Support Service as defined in paragraph
2(b) of this Rate Schedule.

PYA = Totd of prior year payments to Suppliers of VVoltage Support Service less
the total of payments received by the 1SO from Transmission Customers and
LSEsinthe prior year for Voltage Support Service (including al payments

for pendties).
The 1SO shall pay each holder of a contract for a Nor+Utility Generator operating under
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an exigting power purchase agreement which provides Voltage Support Service the product of :
(8 one-twdfth of the Average Annua $MVAr rate for 1SO payments to Suppliers of Voltage
Support Service; (b) the lesser of the tested Reactive Power production capability (MVAr) of
the Non+Utility Generator or the contract MV Ar capability; and (c) for only those Nor Utility
Generators that are not providing Installed Capacity under contract, the number of hoursin the
month the Non-Utility Generator provided V oltage Support Service divided by the number of
hoursin the month; and for those Non-Utility Generators that are under contract for Installed
Capacity, (d) shal not gpply. The ISO shdl cdculate and make payments monthly.
d Failure to Perform by Suppliers
A resource will have failed to provide voltage support if it:
@ falsat the end of 10 minutes to be within 5% (+/-) of the requested Reactive
Power (MVATr) leve of production or absorption as requested by the 1SO or
gpplicable Transmission Owner for levels below the resource's Normal
Operating limit which must be at least 90% of its Dependable Maximum Net
Capability (DMNC).
2 falsat the end of 10 minutesto be at 95% or greater of the resource's
demonstrated Reactive Power capability (tested at its Normal Operating Limit

or a 90% of its DMNC, whichever is greater in MW) in the
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gppropriate lead or lag direction when requested to go to maximum
lead or lag reactive cagpability by the 1SO or gpplicable Transmission
Owner.

Whether the resource has failed to provide Voltage Support in a Contingency shal be
defined by 1SO Procedures. Suppliers of Voltage Support Service that fal to comply with the
SO Procedures will be assessed charges by the 1SO as follows:

(e) Failure to Respond to ISO's Request for Steady-State Voltage Control

Initid Failure: If aresource failsto comply with the 1ISO’s request for Steady-state
voltage contral, the |SO shdl withhold V oltage Support Service payments from the norr
complying Supplier equivaent to one-twelfth (1/12th) of the annual embedded cost payment for
that specific resource (or an amount equd to the last month's voltage support payment made to
that resource, if the resource is not an Ingtalled Capacity provider). The Supplier shdl aso be
liable for any additional cost in procuring replacement Voltage Support Service including LOC
incurred by the ISO as a direct result of the Supplier’s non-performance.

Repeated Failures. For each ingtance of failure to perform, the non-complying Supplier

will be subject to the charges described herein. If aresource fails to comply
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with the ISO's request on three (3) separate days, within athirty (30) day period, then upon the
third occurrence, the non-complying Supplier will no longer be digible for VVoltage Support
Service payments for service provided by that resource. The 1SO may reingtate payments once
the Supplier complies with the following conditions to the | SO's satisfaction:
@ the Supplier's resource must successfully perform a Reective Power (MVAr)
capability test, and
2 the resource must provide Voltage Support Service for thirty (30) consecutive
days without any compliance falures. No payments for Voltage Support
Service or LOC will be made to the Supplier during this period.

® Failure to Provide Voltage Support Service When a Contingency Occurs on the
NYS Power System

If a Supplier's resource fails to respond to a contingency, based on 1SO review and
andysis, the ISO shdl withhold Voltage Support Service payments from the non-complying
Supplier asfollows.

Initid Failure: The SO will withhold from the Supplier one-twelfth (1/12th) of the
annual embedded cost payment for the specific resource (or an amount equa to the last month's

voltage support payment made to that resource, if the resource is not
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an Ingtaled Capacity provider).

Second Failure within the same thirty (30) day period: The 1SO shal withhold from the
Supplier one-fourth (1/4th) of the annua embedded cost payment for the specific resource (or
an amount equa to the last three (3) months voltage support payments made to that resource, if
the resource is not an Ingalled Capacity provider). In addition, the Supplier that isin violation
shdl be prohibited from receiving Voltage Support Service payments for the non-complying
resource until the Supplier complies with the following conditions to the |SO's satisfaction:

@ the Supplier's resource shall successfully perform a Reactive Power

(MVA) capability test, and

2 the resource shdl provide Voltage Support Service for thirty (30)

consecutive days without any compliance failures. No payments for

Voltage Support Service, or LOC shdl be made to the Supplier during this

period.
Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc.
FERC Electric Taiff Origina Sheet Nos. 269 through 270

Originad Volume No. 2

Sheet Nos. 269 through 270 are reserved for future use.

Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc.
FERC Electric Tariff Original Sheet No. 271
Originad Volume No. 2
Sched. 3
Rate Schedule 3

Payments for Regulation Service

This Rate Schedule gpplies to Suppliers who provide Regulation Service to the 1SO.
Trangmission Customers will purchase Regulation Service from the ISO under the ISO OATT.
1.0 Obligations of the ISO and Suppliers
1.1 The ISO shall:
@ Establish regulation and frequency response criteria and requirementsin the ISO
Procedures to ensure that Generators follow changesin Load consigtent with the
Reigbility Rules,
(b) Provide SCD Base Point Signds and AGC Base Point Signals to Generators providing
this Service to direct the Generator's outpu;
(© Egtablish criteriain the ISO Procedures that Generators must meet to quaify to supply
this Service;
(d) Establish minimum metering requirements and telecommunication cagpability required for
a Generator to be able to respond to AGC Base Point Signals and SCD Base Point
Signds sent by the 1SO;
(e Sdlect Suppliersto provide this Service in the Day- Ahead Market and during the

Dispatch Day ("Red- Time Market™), as described in Section 2.0 of this Rate

Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc.

FERC Electric Tariff Original Sheet No. 272
Originad Volume No. 2

Sched. 3

Schedule;

® Pay Suppliersfor providing this Service as described in Section 4.0 of this Rete
Schedule; and

()] Monitor the Suppliers performance to ensure that they provide Regulation Service as
required, as described in Section 3.0 of this Rate Schedule.

1.2 Suppliers shall:

@ Use Generators that are able to respond to AGC Base Point Signals sent by the 1SO
pursuant to the | SO Procedures,

(b) Not use, contract to provide, or otherwise commit the capability thet is designated to
provide Regulation Service to provide Energy or spinning reserve to any party other
than the 1SO; and

(© Pay al charges due under Sections 2(f) and 4.1 of this Rate Schedule.

1.3 Generators shall:

@ Comply with SCD Base Point Signals issued by the ISO at dl times pursuant to the
|SO Procedures; and

(b) Comply with the |SO Procedures that apply to providing Regulation Service

2.0 Selection of Suppliers in the Day-Ahead and Real-Time Market (Dispatch Day)

@ The 1SO shdl sdect Suppliers, in the Day-Ahead Market, to provide Regulation
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Service for each hour in the following Dispatch Day, from those that have Bid to
provide Regulation Service from Generators that meet the qualification standards and
criteriaestablished in the ISO Procedures.

(b) Redl-Time Market: The 1SO shdl establish a Redl-Time Market to provide an
dternate supply for Regulation Service during the Dispatch Day where (i) Suppliers
scheduled in the Day-Ahead Market are inadequate (e.q., insufficient Suppliers Bid into
the Day-Ahead Market for Regulation Service), (ii) a scheduled Supplier is unable to
provide Regulation Service (e.g., the Generator tripped), or (iii) the demand for
Regulation Service increases beyond the scheduled supply. The ISO shall sdlect
Suppliersin the Redl-Time Market, during the Dispaich Day, to provide Regulation
Service for each hour in which an insufficient supply of Regulaion Service exids The
ISO shall select Suppliers for Regulation Service from those that have Bid to provide
Regulation Service from Generators that meet the qudification sSandards and criteria
established in the 1SO Procedures.

(© The 1SO shdl establish separate Availability market clearing prices for Regulation
Service in the Day-Ahead and Redl- Time Market.

(d) Bidding Process: (i) Any qudified Supplier may submit aBid in the Day- Ahead

Market to provide this Service; (i) Bids rgjected by the 1SO may be modified and

Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc.

FERC Electric Tariff Origina Sheet No. 274
Originad Volume No. 2

Sched. 3

resubmitted by the Supplier to the SO in accordance with the terms of the 1SO Tariff;
and (iii) Bidsin the Day-Ahead Market that are not accepted by the |SO shdl be
automatically considered for the Red- Time Market, unless withdrawn by the Supplier.

(¢ EachBid shdl contain the following information: (i) the Generator cgpability (in MW)
that the Supplier will provide for Regulation Service; (ii) the Generator's regulation
response rate (in MW/Minute) which must be sufficient to permit that Generator to
provide the offered amount of Regulation Service within an SCD interva of norma
length (initidly, SCD intervas will normaly be five (5) minutes long); (iii) the Supplier's
Bid Price (in ¥MW); and (iv) the physica location and name or designation of the
Generator.

® The ISO shdl, if a Generator providing Regulation Service trips off ling, immediatdy
attempt to re-establish a supply for the remainder of that Generator's commitment. Any
additiona cost incurred by the ISO as aresult of covering the defaulting Generator's
remaining commitment shal be reimbursed to the 1SO by the defaulting Supplier. If the
Availability payment for the replacement Regulation Service decreases, the |SO shdl

not pay the defaulting Supplier the difference in cost.
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()} If a Generator reduces its Capacity bid subsequent to being scheduled to provide
Regulation or Operating Reserves (either Day-Ahead or in a Supplementa
Commitment), and if it, as aresult, can no longer provide both the amount of Energy it
was scheduled to provide Day- Ahead and the amount of Regulation and
Operating Reserves it was scheduled to provide, the ISO will first reduce the amount of
Operaing Reservesit is scheduled to provide, and then will reduce the amount of
Regulation it is scheduled to provide, until the total amount of Energy, Regulation and
Operating Reservesit is scheduled to provide is equa to its Capacity (or until it isno
longer scheduled to provide Regulation or Operating Reserves).

3.0  Monitoring Suppliers and Generators

@ The 1SO shall establish (i) Generator performance measurement criteriaand (i)
procedures to disqualify Suppliers usng Generators that consistently fail to meet such
criteria

(b) The 1S0 shdl establish and implement a Performance Tracking System to monitor the
performance of Generators that provide Regulation Service. The 1SO shdl develop
performance indices as part of the |SO Procedures. The Performance Tracking System

shdl compute the difference between the Energy
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actualy supplied and the Energy scheduled by the 1SO for dl Generators serving Load
within the NY CA as st forth in the ISO Procedures. The 1SO shdll use these values to
compute Settlements.

(© Payments by the 1SO to each Supplier of Regulation Service will be based in part on
the Generator's performance with respect to the performance indices.

4.0  Payments to Suppliers of Regulation Services

@ The 1SO shdl pay Suppliers of this Service (i) an Availability payment (for reserving
capability to provide Regulation Service), and (ii) an Energy payment, as described
below.

(b) The Avallability payment, for each hour or fraction thereof in which Regulation Service
is provided, is equd to the following:

Availability Payment = MCP,og X Reqp

Where:
M CP. is the applicable regulation market clearing price for regulation capability (in

MW), in either the Day-Ahead or Real- Time Market, as appropriate, as established by the

1SO; and R.,,, is the regulation capability (in MW) offered by the Supplier and sdected by the

ISO for either the Day-Ahead or Red- Time Market.

If Suppliers are scheduled in the Redl- Time Market to begin providing Regulation
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Service a some point within an hour, the market clearing price determined in the Redl-
Time Market may change during the hour. All Suppliers scheduled in the Red- Time Market to
provide Regulation Service during the portion of any such hour preceding the price change will
be paid the market clearing price determined in the Red- Time Market
for the portion of the hour preceding the price change. All Suppliers scheduled in the Red- Time
Market to provide Regulaion Service during the portion of any such hour following the price
change will be paid the market clearing price determined in the Red- Time Market for the
portion of the hour following the price change.
The Energy payment is equd to the following:
0] Each Supplier shdl receive Day- Ahead Market payments for Energy consstent
with that Supplier’s Day-Ahead schedule.
(i) At times when the AGC Base Point Signals exceeds the SCD Base Point
Signds sent to a Supplier’ s resource, that Supplier shdl be paid the Red-Time
LBMP at that resource’ s bus for dl Energy produced by that resource, up to
the amount of Energy scheduled by the AGC Base Point Signds, minusthe
amount of Energy scheduled Day- Ahead to be produced by that resource.

(i) At timeswhen the SCD Base Point Signd's exceeds the AGC Base Point
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Signds sent to a Supplier's Generator, each Supplier shall be paid the Real-
Time LBMP at the Generator's bus for X MW minus the amount of Energy
scheduled Day-Ahead to be produced by that Generator, where X is defined
as.
X=  ACT, if ACT<AGC-(SCD-AGC);
AGC-(SCD-AGC) +2(ACT-(AGC-(SCD-AGC)),
if ACT > AGC-(SCD-AGC) and ACT < AGC;

SCD, if ACT>AGC;

where ACT isthe amount of Energy actualy produced by the Generator; 4G C isthe AGC Base Point
Signa sent to the Generator; and SCD isthe SCD Base Point Signd sent to the Generator.

(iv)  Notwithstanding the preceding clauses, whenever the | SO announces areserve
pick-up, each Supplier located in the area affected by that reserve pick-up shdl
be paid the Real- Time LBMP for dl Energy it produces, minus the amount of
Energy scheduled to be produced Day-Ahead by that Generator, if that
Supplier was either scheduled to operate in BME or subsequently has been

directed to operate by the 1SO.
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Regulation Market Clearing Price
The 1SO shdl determine a regulation market clearing price to be paid to Suppliersfor
resource Avallability (in MW) reserved to provide Regulation Servicein the Day- Ahead or
Redl-Time Markets. The 1SO shall stack Bids submitted by qualified Suppliers from lowest Bid
($MW) to highest Bid. The 1SO shdll sdlect Bids to provide Regulation
Service sarting with the lowest Bids. The Bid associated with the last Supplier selected
to supply Regulation Service shall set the MCPR.. All Suppliers selected in the same market
(i.e, Day-Ahead or Red-Time) will receive an Availability payment caculated with the
corresponding MCPyg.
4.1 Payments by Suppliers
Suppliers shall pay to the ISO acharge as follows:.
Supplier Charge = Energy Deviation x MCP x (Length of SCD Interva/60 minutes)
where: Energy Deviation (in MW) is the absol ute difference between the actua Energy supplied by the
Supplier and the Energy required by the AGC Base Point Signas, whether positive or negative,
averaged over each SCD interval; MCP is the market clearing price (%M W) which appliesto the SCD
interva for this Service in the Red-Time Market or the Day-Ahead Market if no Red- Time Market
applies.

The method used by the 1SO to cdculate the Energy Deviation will permit Suppliersa
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certain period of time to respond to AGC Base Point Signds. Initidly this time period will be thirty (30)
seconds, athough the 1SO will have the authority to change its length. If the Supplier's output a any
point in time is between the largest and the smalest of the AGC Base Points sent to that Supplier within
the preceding thirty (30) seconds (or such other time period length as the SO may define), the
Supplier's Energy Deviation & that point in time will be zero.
Otherwise, the Supplier may have a positive Energy Deviation. However, in casesin which responding
to the AGC Base Point within that time period would require a Supplier to change output a arate
exceeding the amount of Regulation it has been scheduled to provide,
the Supplier will have a zero Energy Deviation if it changes output at the rate equd to the amount of
Regulation it is scheduled to provide.
4.2 Payments by Generators not providing Regulation Service

Generators that sall Energy through the LBMP Markets or supply Bilateral Transactions that
serve Load inthe NY CA, but do not provide Regulation Service, shal pay to the 1SO a charge for
Regulation Service equivaent to the fallowing:

Generator Charge = Energy Difference x MCP x Length of SCD Interval/60 minutes
where: Energy Difference (in MW) is the absol ute difference between the actua Energy supplied by the
Generator and the Energy required by the SCD Base Point Signds, whether positive or negative,

averaged over each SCD intervd; MCP is the Market Clearing Price ($MW) which
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appliesto the SCD interva for which Regulation Service in the Red- Time Market, or the Day-Ahead
Market if no Red-Time Market gpplies. In casesin which the Energy Difference that would be
caculated using the procedure described above isless than atolerance level to be defined by the 1SO,

the 1SO shdl set the Energy Difference for that SCD interval equd to zero.
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Rate Schedule 4
Payments for Supplying Operating Reserves
This Rate Schedule applies to payments to Suppliers who provide Operating Reserves to the
ISO. Transmission Customers will purchase Operating Reserves from the 1SO under the ISO OATT.
The 1SO shdl provide procedures to establish adequate Operating Reserves that comply with
the Reliability Rules. Operating Reserves are classfied asfollows:
@ Spinning Reserve: Operating Reserves provided by generation facilities and Interruptible
Load Resources located within the NY CA that are dready synchronized to the NY S
Power System and can respond to ingtructions to change output level within ten (10)
minutes;
2 10-Minute Nor+ Synchronized Reserve ("10-Minute NSR"): Operating Reserves
provided by generation facilities that can be started, synchronized and loaded within ten
(10) minutes, and
3 30-Minute Reserve: Operating Reserves provided by generation facilities and
Interruptible Load Resources that can respond to ingtructions to change output or
consumption level within thirty (30) minutes.

The 1SO shdl stidfy at leadt fifty (50) percent of the applicable 10-Minute Reserve
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requirements with Spinning Reserve. If the 1SO satidfies dl of the 10-Minute Reserve
requirement through Spinning Reserve, it does not have to maintain 10-Minute NSR. The 1SO shall
establish additiond categories of Operating Reserves if necessary to ensure reiability.
1.0 General Requirements

The 1SO shdl ensure that providers of Operating Reserves are properly located electricaly so
that tranamission congraints resulting from ether commitment or dipatch of units do not limit the ability
to deliver Energy to Loads in the case of a Contingency. The SO will ensure that Capacity counted
toward meseting Operating Reserve requirements is not dso counted toward meeting Regulation and
Frequency Response Service requirements.
2.0 Spinning Reserve-Requirements and Responsibilities
2.1 Day-Ahead Market for Spinning Reserve

Suppliers offering Generator or Demand Side Resources to provide Spinning Reservein the
Day- Ahead commitment shal submit Availability Bids for each hour of the upcoming day. For
Spinning Reserves Suppliers located east of the Centra East congtraint not subject to a requirement to
submit Availability Bids shal be limited to zero plus each Spinning Reserves Supplier’ s verifiable fud
commitment cogts for providing Spinning Reserves for each hour. The SO shdl sdect Spinning Reserve
Suppliersfor each hour of the upcoming day through its Day- Ahead commitment, using Bids and/or

schedules provided by the Suppliers, including
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Avallability Bids by both Class A Unit and Class B Unit Suppliers, and Energy Bids by Class A Unit
Suppliers. The ISO shdl notify each Supplier of Spinning Reserve that has been sdected in the Day-
Ahead Schedule of the amount of Spinning Reserve it has been scheduled to provide. Suppliers of
Spinning Reserve scheduled Day- Ahead shdl ether provide Spinning Reserve or shdl generate Energy
when requested by the 1SO to do o, in dl hours for which they have been selected to provide Spinning
Reserve.
2.2 Real-Time Market for Spinning Reserve

During each Dispatch Day, Suppliers whose Generators have not been scheduled to provide
Spinning Reserve and which gill have Capacity that has not been committed for usein any other way
may submit Availability Bids to provide Spinning Reserve to the 1SO.
These redl-time Availahility Bids may differ from Availability Bids that were made by those Suppliersin
the Day- Ahead commitment, except that for Spinning Reserves Suppliers located east of the Central
East congraint not subject to arequirement to submit Availability Bids a alower leve, Availahility Bids
shdl be limited to zero plus each hour. If the ISO anticipates that it will require additional Spinning
Reservesin an hour, it shal select additiona Suppliers of Spinning Reserve from among those Suppliers
that have submitted Red- Time Avalability Bidsto it for that hour. 1t shdl make this sdection with the
objective of minimizing the cost of meeting Load and providing al necessary Andillary Servicesin that

hour. The SO shdl natify
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each Supplier of Spinning Reserve that has been sdlected in the Red- Time dispatch of the amount of
Spinning Reserve it mugt provide. Any previoudy uncommitted Class A Unit whose Bid to provide
Spinning Resarve is accepted by the 1SO will be treated as a Generator on dispatch.

23 Suppliers’ Responsibilities

All Generators selected by the SO as Suppliers of Spinning Reserve must be located within the
NY CA and must be under 1SO Operationd Control. All Suppliers of Spinning Reserves selected by
the ISO shdl ensure that their Generators maintain and ddliver the
gppropriate quantity of Energy when caled upon by the 1SO in dl hours in which they have been
selected to provide Spinning Reserve. Each Generator bidding to supply Spinning Reserve must be
able to provide Energy consstent with the Reliability Rules and the 1 SO Procedures when called upon
by the ISO and shdl specify inits Bid the amount of time for which it can supply such Energy.

Class A Units may not contract to provide, or otherwise commit any Capacity that has been
scheduled to operate or to provide Operating Reserves, in either the Day- Ahead commitment or any
supplemental commitment conducted by the 1SO. They aso may not increase the Energy Bids made for
the portions of those Generators that have been scheduled Day- Ahead to provide Spinning Reserve.

They may enter into aternate sales arrangements
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utilizing any Capacity that has not been scheduled to operate or to provide Operating Reserves. Class B
Units may not use, contract to provide or otherwise commit any Capacity that has been scheduled to
provide Spinning Reserve, in either the Day- Ahead commitment or in any subsequent commitment by
the 1SO. Subject to the limitations on Instaled Capacity Suppliers, if gpplicable, they may enter into
dternate sdles arrangements utilizing any Capacity that has not been scheduled to provide Spinning
Reserve.
24 Spinning Reserve Service in Real-Time Operation

The 1SO shdll, if necessary, reduce the output on Class A Units via SCD from otherwise
economic loading to provide Spinning Reserve capability. When reserveis activated, the 1SO shdll
measure actud performance againgt expected performance and shall charge financia pendlties, as

detailed in Section 5 of this Rate Schedule to Suppliers of Spinning Reserve which fail to performin

accordance with their accepted bids.
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3.0 10-Minute NSR and 30-Minute Reserve Requirements and Responsibilities

3.1 Day-Ahead Market for 10-Minute NSR and 30-Minute Reserve

Suppliers offering Generators or Demand Side Resources to provide 10-Minute NSR and/or
30-Minute Reserve in the Day- Ahead commitment shal submit Availability Bids for each hour of the
upcoming day. For Supplierslocated east of the Central-East congtraint, Day-Ahead Availability Bids
to provide 10-Minute NSR for each hour shdl be limited to the incrementa costs associated with the
provison of 10-Minute NSR, not to exceed $2.52/MW in each hour. The SO shdl select Suppliers of
10-Minute NSR and 30-Minute Reserve for each hour of the upcoming day through the Day- Ahead
commitment, using Bids and/or schedules provided by the Suppliers. The 1SO shdl notify each Supplier
of 10-Minute NSR and/or 30-Minute Reserve that has been sdected in the Day- Ahead schedule of the
amount of 10-Minute NSR and/or 30-Minute Reserve it has been scheduled to provide.

Suppliers of 10-Minute NSR and/or 30-Minute Reserve scheduled Day- Ahead shal provide
10-Minute NSR and/or 30-Minute Reserve for dl hours in which they have been scheduled to provide
10-Minute and/or 30-Minute Reserve,

3.2 Real-Time Markets for 10-Minute NSR and 30-Minute Reserve

During the day, Suppliers that have not been scheduled to provide 10-Minute NSR or 30-

Minute Reserve and which ill have Capacity that has not been committed for usein any other way may

submit Availability Bids to provide 10-Minute NSR and/or 30-Minute Reserve to the

Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc.

FERC Electric Taiff Origina Sheet No. 292
Originad Volume No. 2

Sched. 4

ISO. These Red- Time Availahility Bids may differ from Availability Bids that were made by those
Suppliersin the Day- Ahead commitment, except that for Suppliers located east of the Central- East
congraint, Red- Time Availability Bids to provide 10-Minute NSR for each hour shdl be limited to the
incrementa costs associated with the provision of 10-Minute NSR, not to exceed $2.52/MW in each
hour. If the 1SO anticipates that additional Suppliers of 10-Minute NSR or 30-Minute Reserve are
needed in an hour, it shal select additiond Suppliers of 10-Minute NSR or 30-Minute Reserve from
among those Suppliers thet have supplied Red- Time Availahility Bidsto it for that hour. 1t shal make
this sdlection with the objective of minimizing the cost of meeting Load and providing al necessary
Ancillary Servicesin that hour.

The 1SO may perform multiple selections of Suppliers of 10-Minute NSR or 30-Minute
Reserve for any given hour. Suppliers bidding to supply 10-Minute NSR or 30-Minute Reserve that
have not aready been scheduled to provide 10-Minute NSR or 30-Minute Reserve may change their
Redl- Time Bids from one hour to the next, except that for Supplierslocated east of the Centra- East
Congraint, Red-Time Availability Bidsto provide 10-Minute NSR for each hour shdl be limited to the
incrementa costs associated with the provision of 10-Minute NSR, not to exceed $2.52/MW in each
hour. The 1SO shdl notify each Supplier of 10-Minute NSR or 30-Minute Reserve that has been
scheduled in the Redl- Time digpatch of the amount of 10-Minute NSR or 30-Minute Reserve it must

provide. Any Supplier whose Bid to provide 10-
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Minute NSR or 30-Minute Reserve is accepted by the 1SO in the Redl- Time dispatch must make its
Generators or Demand Side Resources available for dispatch by the I SO.
3.3 Suppliers’ Responsibilities

Subject to the 1SO’s locationd requirements, Suppliers of 10-Minute NSR or 30-Minute
Reserve may use Generators located within the NY CA or outsdethe NYCA. In order for a Supplier
to provide 10-Minute NSR or 30-Minute Reserve using a Generator located outside the NY CA, the
operator of that Generator's Control Areamust have agreed to modify the DNI between the NY CA
and that Control Areaingtantaneoudy upon notification by the ISO that the ISO isinitiating areserve
pick-up for the areaincluding that Generator. The amount of a 10-Minute NSR provided by
Generators within any given Externa Control Area cannot exceed the
maximum amount by which the operator of that Control Areawill change the DNI from that Control
Areainto the NY CA within ten (10) minutes of the initiation of areserve pick-up by the 1SO.
Likewise, the amount of 30-Minute Reserve provided by Generators within any given externa Control
Area cannot exceed the maximum amount by which the operator of that Control Areawill change the
DNI from that Control Areainto the NY CA within thirty (30) minutes of the initiation of a reserve pick-
up by the ISO. All Generators selected by the SO as Suppliers of 10-Minute NSR or 30- Minute
Reserve shdl ensure that their Generators maintain and deliver the appropriate quantity of Energy when

cdled upon by the ISO in dl hoursin which they have
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been scheduled to provide 10-Minute NSR or 30-Minute Reserve.

Suppliers may not use, contract to provide or otherwise commit any Capacity on any Generator
that has been scheduled to provide 10-Minute NSR or 30-Minute Reserve in the Day-Ahead
commitment or in the Red- Time digpatch. Subject to the limitations on Ingtaled Capacity Suppliers, if
gpplicable, they may enter into aternate sales arrangements utilizing any Capacity that has not been
scheduled to provide 10-Minute NSR or 30-Minute Reserve in ether the Day-Ahead commitment or in
the Redl- Time digpatch.

3.4 10-Minute NSR and 30-Minute Reserve Service in Real-Time Operation

Suppliers of 10-Minute NSR and 30-Minute Reserve shal respond to direction by the ISO to
activate. When reserve is activated, the | SO shall measure actua performance againgt expected
performance and shall charge financia pendties as detailed in Section 5 of this Rate Schedule, to
Suppliers of 10-Minute NSR or 30-Minute Reserve which fall to perform in accordance with their
accepted Bids.

4.0  Payments to Suppliers of Spinning Reserve

Availability Payments

Each Supplier which the 1SO has scheduled Day-Ahead to provide Spinning Reserve shal be
paid the Day- Ahead Availability price for Spinning Reserve in each hour, multiplied by the amount of

Spinning Reserve that Supplier is scheduled to provide in each hour. The Day-
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Ahead Avallahility price for Spinning Reserve for each hour shall be equd to the highest Day- Ahead
Availability Bid made by a Supplier that has been scheduled Day- Ahead to provide Spinning Reservein
that hour.

Subject to the limitation in Section 4.3 below, each Supplier whose Generator(s) provides more
Spinning Reserve in an hour than it was scheduled Day- Ahead to provide in that hour shal be paid the
Redl- Time Avallability price for Spinning Reservein that hour, multiplied by the amount of Spinning
Reserve that Supplier provided in that hour that was in excess of the amount scheduled to be provided
Day-Ahead, if any. The 1SO shdl cadculate separate Red-Time Avallability prices for Spinning Reserve
for each hour. The Red-Time Availahility price for Spinning Reserve for each hour shal be equa to the
highest Redl-Time Avallability Bid made by a Supplier providing Spinning Reserve in that hour that is
providing more Spinning Reserve in that hour than it had been scheduled to provide in that hour in the
Day-Ahead schedule.

Redl- Time Availability prices for Spinning Reserve may change within an hour, if additiond
Suppliers are scheduled to begin providing this Service within an hour. In such cases, the price changes
will gpply only to the remaining portion of that hour. All Suppliers providing Spinning Reserve that
receive the Red- Time Avallahility price for Spinning Reserve will be paid the Redl- Time Availability

price applicable to the portion of the hour preceding the price change
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for dl Spinning Reserve provided before the price change. All Suppliers providing Spinning Reserve
that recelve the Redl-Time Availability price for Spinning Reserve will be paid the Redl- Time Availability
price gpplicable to the portion of the hour following the price change for al Spinning Reserve provided
after the price change.

Acceptance of any Spinning Reserve Bid in the Red-Time Market shdl not affect the
Availability price for Spinning Reserve that was determined Day- Ahead.

Lost Opportunity Cost Payments

A Class A Supplier of Spinning Reserve that produces less Energy in the red-time dispatch than
it would have been economic for it to produce because of its selection to provide 10-Minute Spinning
Reserve will be paid for Lost Opportunity Costs (“LOC”). The Lost Opportunity Cost Payment
("LOCP") that each such Supplier receivesin each SCD interva shdl be computed by multiplying the
following: (i) the LOC of that Supplier in that interva, in ¥MW; (i) the number of MW of Spinning
Reserve supplied by that Supplier in that

interval; and (iii) the length of the SCD interval, in hours. LOC in each SCD interva shall be caculated

asfollows

LOC =max (P, -B;,0)
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where:
Bi= Energy Bid by Generator i at theleve a which it is dispatched. For units scheduled to
provide Spinning Reserve both Day- Ahead and hour-ahead, the Bid is the higher of the
Day-Ahead or rea-time bid. For units scheduled only hour-ahead, it isthe red-time
Energy Bid. If Bidslower than zero are submitted, B; shdl equa zero.

P.= Red-TimeLBMP a Generator i'slocaion in that interval.

Supplierswith Class B Units scheduled for Spinning Reserve shdl not receive LOC payments
for Capacity that was not available to be scheduled to generate Energy.

Other Payments

The 1SO shdl pay the Red-Time LBMP for dl Energy generated in accordance with the ISO's
ingructions. (Suppliers of Spinning Reserve shal be paid for Energy produced during reserve pick-ups
in accordance with the provisions of Article 4 of the Tariff rdative to red-time Settlements.) Redl- Time
LBMPs shdl be computed under the assumption that al Energy generated by Class B Units supplying
Spinning Reserve are fixed injections.

As provided in Article 4 of the Tariff, each Generator providing Spinning Reserves shal dso be
compensated by the 1SO if its Bid Production Cost to provide the Energy and Ancillary Servicesthe
SO has scheduled it to supply in the Day-Ahead Market, including start-up costs, minimum Load

cogts, and Avalilability Bids exceeds the revenues it receives from the sde of
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Energy & LBMP prices, and ancillary services, including real-time opportunity costs for
ancillary services scheduled Day-Ahead. On any day that Long Idand reserve congraints are binding,
the NY SO reservestheright to alocate to Long Idand customers the net incrementa bid production
cost guarantee charges for Long Idand units that have been committed for either Energy or Operative
Reserves, if it is determined that aLong Idand Reserve congtraint caused those units to be committed.
4.1 Payments to Suppliers of 10-Minute Non-Synchronized Reserve

Availability Payments

Each Supplier which the 1SO has scheduled Day-Ahead to provide 10-Minute NSR shdl be
paid the Day- Ahead Avallability price for 10-Minute NSR in each hour, multiplied by the amount of 10-
Minute NSR that Generator is scheduled to provide in each hour. The Day-Ahead Availahility price for
10-Minute NSR for each hour shdl be equa to the highest Day-Ahead Avallability Bid made by a
Supplier that has been scheduled Day- Ahead to provide 10-Minute NSR in that hour.

Subject to the limitation in Section 4.3 below, each Supplier which provides more 10-Minute
NSR than it was scheduled Day- Ahead to provide in that hour shall be paid the Redl-

Time Avallability price for 10-Minute NSR, multiplied by the amount of 10-Minute NSR that Generator

provided in that hour that was in excess of the amount scheduled to be provided Day-
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Ahead, if any. ThelSO shall calculate separate Redl- Time Availahility pricesfor 10-Minute NSR for
each hour. The Redl-Time Avallability price for 10-Minute NSR for each hour shall be equa to the
highest Redl- Time Availability Bid made by a Supplier providing 10-Minute NSR in that hour thet is
providing more 10-Minute NSR in that hour than it had been scheduled to providein that hour in the
Day-Ahead schedule.

Redl-Time Avallability Prices for 10-Minute NSR may change within an hour, if additiond
Suppliers are scheduled to begin providing this Service within an hour. In such cases, the price changes
will goply only to the remaining portion of thet hour. All Suppliers providing
10-Minute NSR that receive the Red- Time Availability price for 10-Minute NSR will be paid the Redl-
Time Avallability price gpplicable to the portion of the hour preceding the price change for al 10-Minute
NSR provided before the price change. All Suppliers providing 10-Minute NSR that receive the Red-
Time Availahility Price for 10-Minute NSR will be paid the Red-Time Avalilability price gpplicable to

the portion of the hour following the price change for dl 10-Minute NSR provided after the price

change.
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Lost Opportunity Cost Payments

A Supplier of 10-Minute NSR which produces less Energy in the red-time Digpatch than it
would have been economic for it to produce because it has been selected (in the Day-Ahead or Real-
Time Markets) to provide 10-Minute NSR will be paid for LOC. The LOC payment that each such
Supplier receivesin each SCD interva shdl be computed by multiplying the following: (i) the LOC of
that Supplier in that intervd, in ¥MW; (i) the amount of generation that would have been scheduled had
the Supplier not provided reserve; and (iii) the length of the SCD interva, in hours. LOC in each SCD
interva shal be cdculated asfollows:

LOC, =max (P, -B;,0)
where:
| =  theinterva duration;

B.= Energy Bid by Generator i a the level & which it is dispatched. For units scheduled to
provide 10-Minute NSR Day-Ahead and hour-aheed, the Bid is the higher of the Day-
Ahead or red-time Bid. For units scheduled only hour-aheed, it is the redl-time Energy
Bid. If Bidslessthan zero are submitted, B; shal be equd to zero.

P, =  Forthe interval and for units scheduled to provide reserve both Day-Ahead and hour-
ahead, this shdl be the Day-Ahead LBMP at Generator’ s location unless the resultant
LOC islessthan or equa to zero, in which caseit shdl be the Red- Time LBMP at the
Generator location. For the interva and for units scheduled to provide reserve hour-
ahead, this shall be Red- Time LBMP at Generator’s location.
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Other Payments

The SO shdl pay the Red-Time LBMP for dl Energy generated by Suppliers of 10-Minute
NSR in accordance with the ISO’singtructions. (Suppliers of 10-Minute NSR shal be paid for Energy
produced during reserve pick-ups in accordance with the provisons of Article 4 related to Real-Time
Market Settlement.)

Asprovided in Article 4 of the Tariff, each 10-Minute NSR Supplier shal aso be compensated
by the ISO if its Bid Production Cost to produce the Energy the SO has requested it to generate,
induding gart-up cogts, exceeds the revenuesiit receives from ancillary service Availability payments
and the sdle of Energy at LBMP prices.

4.2 Payments to Suppliers of 30-Minute Reserve

Availability Payments

Each Supplier scheduled Day- Ahead to provide 30-Minute Reserve shall be paid the Day-
Ahead Avallability price for 30-Minute Reserve in each hour, multiplied by the amount of 30-Minute
Reserve that the Supplier is scheduled to provide in each hour. The Day- Ahead Availability price for

30-Minute Reserve for each hour shdl be equa to the highest Day- Ahead Availability Bid made by a

Supplier that has been scheduled Day- Ahead to provide 30-Minute Reserve in that hour.
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Subject to the limitation in Section 4.3 below, each Supplier which provides more 30-Minute
Reserve than it was scheduled Day-Ahead to provide in each hour shall be paid the Red- Time
Avallability price for 30-Minute Reserve, multiplied by the amount of 30-Minute Reserve that the
Supplier provided in that hour that was in excess of the amount scheduled to be provided Day-Aheed, if
any. ThelSO shall cdculate separate Red- Time Availability prices for 30-Minute Reserve for each
hour. The Red-Time Avallahility price for 30-Minute Reserve for each hour shdl be equad to the
highest Redl- Time Availability Bid made by a Supplier providing 30-Minute Reserve in that hour that is
providing more 30-Minute Reserve in that hour than it had been scheduled to provide in that hour in the
Day-Ahead schedule. Real-time Availability prices for 30-Minute Reserve may change within an hour,
if additiona Suppliers are scheduled to begin providing this service within an hour. In such cases, the
price changes will apply only to the remaining portion of that hour. All Suppliers providing 30-Minute
Reserve that receive the Red- Time Avallability price for 30-Minute Reserve will be paid the Red- Time
Availability price applicable to the portion of the hour preceding the price change for al 30-Minute
Reserve provided before the price change. All Suppliers providing 30-Minute Reserve thet receive the
Redl- Time Avalability price for 30-Minute Reserve will be paid the Red- Time Avallability price

gpplicable to the portion of the hour following the price change for al 30-Minute Reserve
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provided after the price change. Acceptance of any Bid to supply 30-Minute Reserve in the Redl- Time
Market shdl not affect the Availability price for 30-Minute Reserve that was determined Day- Ahead.

Other Payments

The 1SO shdl pay the Rea-Time LBMP for dl Energy generated in accordance with the 1ISO's
ingructions. (Suppliers of 30-Minute Reserve shdl be paid for Energy produced during reserve pick
ups in accordance with the provisions of Article 4 related to red-time Settlement.) As provided in
Article 4 of the Tariff, each 30-Minute Reserve Supplier shal aso be compensated by the 1SO if its Bid
Production Cost to produce the Energy the 1SO has requested it to generate, including start-up costs,
exceeds the revenues it receives from ancillary service Availability payments and the sde of Energy at
LBMP prices. On any day that Long Idand reserve congtraints are binding, the |SO reserves the right
to dlocate to Long Idand customers the net incrementa bid production cost guarantee charges for Long
Idand units that have committed for either Energy or Operating Reservesiif it is determined that aLong
Idand reserve congtraint caused those units to be committed.
4.3 Exceptions

Notwithstanding anything to the contrary in this Rate Schedule, no payments shdl be made to

any Supplier providing Operating Reserves for reserves provided by that Supplier in
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excess of the amount of Operating Reserves scheduled by the 1SO either Day-Ahead or in any
subsequent schedule. The market clearing price paid to Suppliers of any category of Operating Reserve
shall not be determined by any Bid to supply Operating Reserve that has not been accepted by the I SO.
5.0  Failure to Provide Operating Reserves

If aSupplier reducesits Capacity Bid subsequent to being scheduled to provide Regulation
Service or Operating Reserves (either Day- Ahead or in a supplemental commitment), and if the ISO
must, as a result, reduce the amount of Operating Reserves that Supplier is scheduled to provide in
accordance with Rate Schedule 3 of this Tariff, the ISO will first reduce the amount of 30-Minute
Reserve that Generator is scheduled to provide. If it istill necessary to reduce the amount of
Operating Reserves that Supplier is scheduled to provide, the 1SO will reduce the amount of 10-Minute
NSR that Generator is scheduled to provide. Findly, if it is till necessary to reduce the amount of
Operating Reservesthat Supplier is scheduled to provide, the 1SO will reduce the amount of Spinning
Reserve that Generator is scheduled to provide.

If a Supplier scheduled Day-Ahead to provide Operating Reserves trips off-line and

consequently is unable to provide Spinning Reserve, or if the amount of Operating Reserves a Supplier

is scheduled to provide is decreased due to areduction in that Supplier's Capacity, it
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shall be charged the Redl- Time Availability price at itslocation (or the Day-Ahead Availability price, if
there is no Real-Time Avallability price) in each hour for the rdlevant category of Operating Reserves
gpplied to the reduction in the amount of Operating Reserves it was scheduled Day-Ahead to provide at
that location.

If the 1SO cdlsfor a Supplier of any category of Operating Reserves (other than a Supplier that
has previoudy tripped off-line) to generate Energy with part or dl of the Capacity that the 1SO has
scheduled to provide any category of Operating Reserves, and that Supplier fails
to provide the amount of Energy requested by the 1SO within the time gpplicable for the
scheduled Operating Reserves (ten (10) or thirty (30) minutes), the ISO shall:

@ not pay the non-performing Supplier for any shortfdl in the amount of Energy provided;

2 charge the Supplier for any shortfdl in the amount of Energy provided, at the Redl- Time

LBMP for Energy & that Supplier’slocation;
3 charge the Supplier aregulation pendty, as described in Rate Schedule 3; and
4 reduce any Availability payments for the scheduled Operating Reserves, and any

Lost Opportunity Cost payments, if applicable, that the Supplier would otherwise have

received for the 24-hour hilling period in which thet Supplier failed to
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perform as scheduled. The Availability payments and the Lost Opportunity Cost
payments, if gpplicable, that the Supplier would have received will be calculated by
multiplying the average ratio of the amount of Energy supplied to the amount of Energy
scheduled, during any activation of thet Supplier during that 24-hour
billing period by the gpplicable Availability payments and Lost Opportunity Cost
payments, if applicable, that the Supplier would otherwise have received.

If a Generator providing Operating Reserves has repegtedly failed to provide Energy when
caled upon by the 1SO, the 1ISO may preclude that Generator from providing Operating Reservesin the
future. If aspecific Generator has been precluded from supplying Operating Reserves, the |SO shdl
require that Generator to pass a re-quaification test before accepting any additiond Bids to supply
Operating Reserves from that Generator.

6.0 Self-Supply

Transactions may be entered into to provide for Self-Supply of Operating Reserves. Except as

noted in the next paragraph, Customers seeking to Sdf- Supply Operating Reserves must place the

Generator(s) supplying any one of the Operating Reserves under 1SO control. The Generator(s) must

meset 1S0 rules for acceptability. The amount that any such Customer will be
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charged for Operating Reserves will be reduced by the market value of the services provided by the
specified Generator(s) as determined in the |SO Services Tariff.

Alternatively, Customers, including LSES, may enter into Day-Aheed Bilaterd financid

Transactions, e.g., contracts-for-differences, in order to hedge againg price volatility in the Operating

Reserves markets.
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Rate Schedule 5
Payments For Black Start Capability

This Rate Schedule applies to payments to Suppliers who provide Black Start Capability
Service to the 1SO. The ISO shall make Black Start Capability payments only to those sdlected
Suppliers that have appropriate Black Start equipment ingtalled and available for service at the request
of the 1SO.
1.0  Requirements

The 1SO shdl develop and periodicaly review aBlack Start restoration plan for the NY S
Power System. The 1SO may amend this restoration plan and determine Black Start requirements to
account for changes in system configuration if the 1SO determines that additiona Black Start resources
are needed. The SO shdl have the flexibility to seek Bids for new resources when it amends the current
plan. The 1SO shdl establish procedures for acquiring Black Start Capability and testing selected
Generators providing this service. The ISO shall make Black Start Capability payments only to those
selected Suppliers that have appropriate Black Start equipment ingtalled and available for service a the
request of the ISO.

The full restoration of the NY S Power System will require some additiond Black Start
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Generators, which are located in local Transmission Owner areas and which are not presently listed in
the SO restoration plan. Although the 1SO plan will restore a mgjor portion of the NY S Power System
there are portions of the NY S Power System that will remain under Transmission Owner restoration
control. Where the Transmission Owner's restoration plan requires additional Black Start service, the
SO will make payments for loca area Black Start Capability directly to the Generators that provide
that service, under the terms of this Rate Schedule. The LSEs in those local Transmission Owner aress
will be additionaly charged for that Black Start service by the 1SO under the 1ISO OATT. Generaors,
which are obligated to provide Black Start service as aresult of divestiture contract agreements, will not
receive 1SO payments for that service if they are dready compensated for such service as part of those
divedtiture contracts.
2.0  Payment for Black Start Capability

By May 1% of each year, the following embedded cost information for Black Start equipment
located at the Generators which were sdected as essentia for system restoration must be provided to
the 1SO based upon FERC Form No. 1 or equivaent data:

- Capitd and fixed operation and maintenance costs associated with only those facilities within
Generatorsthat provide Black Start Capability; and

- Annud costs associated with training operators in system restoration.

Each Supplier will be paid on the basis of its cogts filed with the ISO. The dally rate for
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Black Start Capability will be determined by dividing the Generator's annua cost by the number of days
in the year from May 1<t through April 30th of the following year.

The ISO (and Transmission Owner, when gpplicable) shall conduct Black Start Capability tests
for providers of Black Start Capability. Any Generator that is awarded Black Start Capability
payments and fails a Black Start Capability test shall forfeit al Black Start Capability payments made to
that Generator Since its last successful test. Payments to that Generator shdl not resume until it

successfully passes the Black Start Capability test.
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