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ARTICLE 2
DEFINITIONS

[...]
2.17 Capability Period
Six-menthSeasonal periods which are established as follows: (i) from MayJune 1

through OeteberSeptember 3430 of each year (“Summer Capability Period”); and (ii) from

NevemberOctober 1 of each year through ApritMay 3031 of the following year (“Winter

Capability Period”)._For the 2003-2004 Capability Year the Summer Capability Period will run
from May 1 through September 30 and the Winter Capability Period will run from October 1
through May 31.

[...]
2.17b Capability Year

A Summer Capability Period, followed by a Winter Capability Period (i.e., MayJune 1
through AprHMay 3631)._The 2003-2004 Capability Year will run from May 1, 2003 through
May 31, 2004.

[...]
2.38a DeficieneyProcurement-Auction|]NOT USED]

2.38al1 Demand Curve
A series of prices, declining with the amount of increasing Installed Capacity.
[...]

2.98a I.ocational Unforced Capacity Requirement [new

The Unforced Capacity equivalent of a Locational Installed Capacity Requirement.
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2.99a L.SE Unforced Capacity Obligation [new
The amount of Unforced Capacity, including, and potentially in excess of, the NYCA and
Locality Unforced Capacity Requirements, that each NYCA LSE must obtain for an Obligation

Procurement Period, as determined by the applicable Spot Market Auction.

The Unforced Capacity equivalent of the NYCA Installed Capacity Requirement.

[...]
2.160c Rest of State

The set of all non-Locality NYCA LBMP Load Zones. As of the 2002-2003 Capability

Year, Rest of State includes all NYCA LBMP [ oad Zones other than LBMP Load Zones J and

K

2.172b1 Spot Market Auction
An auction conducted pursuant to Section 5.14.1(a) of this Tariff to procure tentand

set LSE Unforced Capacity te-eeverObligations NYCA for the remainderof ESEs™ Unforced

Capaeity requirementsfor-ansubsequent Obligation Procurement Period, pursuant to the
applicable Demand Curve.
2.172b2 Statewide [new]

The set of all NYCA LBMP Load Zones, including those identified as a Locality and the

set identified as Rest of State.
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ARTICLE 5
CONTROL AREA SERVICES: RIGHTS AND OBLIGATIONS

5.9 Installed Capacity - Implementation of Revised Installed Capacity Market
Provisions

Beginning-with-the 20012002 Winter-Capability Pertod;-Sections 5.10 through 5.16 of

this Tariff, implementing arevisedthe Installed Capacity market design, shall govern theLSE

Unforced Capacity requirements-of =5EsObligations, the qualification of Installed Capacity

Suppliers, and the ISO’s administration of Installed Capacity auctions.—H;-heweveritis

5.10 NYCA Installed Capacity Requirement

The NYCA Installed Capacity Requirement is derived from the NYCA Installed
Reserve Margin, which is established each year by the NYSRC. The NYCA Installed Capacity
Requirement for the Capability Year beginning eaeh-May 1_for the 2003-2004 Capability Year,
and beginning June 1 for each Capability Year thereafter, will be established by multiplying the
NYCA peak Load forecasted by the ISO by the quantity of one plus the NYCA Installed Reserve

Margin. Beginning with the 2001-2002 Winter Capability Period, the ISO shall translate the



, ] ariff Revisi plementing a Demand Curve in the ICAP Marke
BLACKLINED - Draft Dated 12/6/02 for BIC information; reflects last draft discussed at
ICAPWG on 12/4/02

NYCA Installed Reserve Margin, and thus the NYCA Installed Capacity Requirement, into a

NYCA Unforced Capacity Requirement, in accordance with the ISO Procedures.

The NYCA Unforced Capacity Requirement represents a minimum level of
Unforced Capacity that must be secured by LSEs in the NYCA. Qualified Resources will have
the opportunity to supply amounts of Unforced Capacity above the NYCA Unforced Capacity
Requirement, as determined by the applicable Demand Curve. Under the provisions of this
Services Tariff and the ISO Procedures, LSEs will may be obligated to purchase Unforced
Capacity at levels that may be above the NYCA Unforced Capacity Requirement, as determined

by the applicable Demand Curve.

The ISO will calculate a NYCA peak Load each year by applying regional Load growth
factors to the prior calendar year’s Adjusted Actual Peak Load. Regional Load growth factors
shall be proposed by the Transmission Owners and reviewed by the ISO pursuant to procedures
agreed to by Market Participants and described in the ISO Procedures. Disputes concerning the
development of regional Load growth factors shall be resolved through the Expedited Dispute
Resolution Procedures forth in Section 5.16 of this Tariff.

The ISO shall determine the amount of Unforced Capacity that must be sited within the
NYCA, and within each Locality, and the amount of Unforced Capacity that may be procured
from areas External to the NYCA, in a manner consistent with the Reliability Rules. New
Transmission projects to which the NYISO has granted UDRs will not affect the determination
by the NYISO of the amount of Unforced Capacity that must be located within the NYCA or
within each Locality of the NYCA.

5.11 Requirements Applicable to LSEs

5.11.1 Allocation of the NYCA Installed Capacity Requirement to LSEs
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Each Transmission Owner and each municipal electric utility will
submit to the ISO, for its review pursuant to mutually agreed upon procedures which
shall be described in the ISO Procedures, a weather-adjusted Capability Year peak Load
forecast for its Transmission District. The ISO Procedures shall authorize the ISO to
approve each Transmission Owner’s forecasting methodology. Each Transmission
District’s peak Load forecast shall assume, as a starting point, the relevant Transmission
District’s Adjusted Actual Peak Load during the prior calendar year, and shall
incorporate regional Load growth factors developed pursuant to Section 5.10 of this
Tariff. Each Transmission Owner must also submit aggregate peak Load data, coincident
with the Transmission District peak, for all customers served by each LSE active within
its Transmission District. The aggregate peak Load data may be derived from direct
meters or Load profiles of the customers served. Each Transmission Owner shall be
required to submit such forecasts and aggregate peak Load data in accordance with the
ISO Procedures. Each municipal electric utility may choose to submit its peak Load
forecast based on the Transmission District’s peak Load forecast provided by a
Transmission Owner or to provide its own. Any disputes arising out of the submittals
required in this paragraph shall be resolved through the Expedited Dispute Resolution
Procedures set forth in Section 5.16 of this Tariff.

All aggregate peak Load data submitted by a Transmission Owner must be
accompanied by documentation indicating that each affected LSE has been provided the
data regarding the assignment of customers to the affected LSE. Any disputes between

LSEs and Transmission Owners regarding such data or assignments shall be resolved
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through the Expedited Dispute Resolution Procedures set forth in Section 5.16 of this
Tariff, or the Transmission Owner’s retail access procedures, as applicable.

The ISO shall allocate the NYCA Installed Capacity Requirement among all
LSEs serving Load in the NYCA prior to the beginning of each Capability Year. Each
LSE’s Unforced Capacity requirement will equal the product of: (i) the NYCA Installed
Capacity Requirement as translated into a NYCA Unforced Capacity Requirement; and
(ii) the peak Load of that LSE’s customers in each Transmission District, coincident with
the Transmission District peak, adjusted for applicable regional Load growth, divided by

the sum of the forecasted peak Loads located in all Transmission Districts._Each LSE’s

portion of the NYCA Unforced Capacity Requirement represents a minimum level of

Unforced Capacity that must be secured by that LSE. Each LSE will be responsible for

acquiring sufficient Unforced Capacity to satisfy its LSE Unforced Capacity Obligation.

The LSE Unforced Capacity Obligation will be determined each Obligation Procurement

Period by the Spot Market Auction and the applicable Demand Curve, all in accordance

with the ISO Procedures.

Prior to the beginning of each Capability Year, the ISO shall calculate a

preliminaryNY CA Unforced Capacity requirement-estimate-forRequirement. The ISO
shall allocate a portion of the NYCA Unforced Capacity Requirement to each LSE,
reflecting documented Load-shifting adjustments:-previde-it, prior to each-E-SE:-and
notb-each ESE-ofattimad- Hidoreed-Capacttyreguirementappheableat-the beginning ol
the Capability Year, all in accordance with the ISO Procedures. Transmission Owners

shall submit the required Load-shifting information to the ISO and to each LSE affected
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by the Load-shifting, in accordance with the ISO Procedures. In the event that there is a
pending dispute regarding a Transmission Owner’s forecast, the ISO shall nevertheless
establish each LSE’s finalportion of the NYCA Unforced Capacity
regquirementRequirement applicable at the beginning of each Capability Year in
accordance with the schedule established in the ISO Procedures, subject to possible
adjustments that may be required as a result of resolution of the dispute through the
Expedited Dispute Resolution Procedures set forth in Section 5.16 of this Tariff.

Each month, as Transmission Owners report customers gained and lost by LSEs
through Load-shifting, the ISO will adjust the-requirementfor-each LSE’s portion of the
NYCA Unforced Capacity Requirement such that (i) the total Transmission District
Installed Capacity requirement remains constant and (ii) an individual LSE’s allocated
portion requirement reflects the gains and losses. If an LSE loses a customer as a result
of that customer leaving New—Y-erkStatethe Transmission District, the Load-losing LSE
shall be relieved of its obligation to procure Unforced Capacity to cover the Load
associated with the departing customer as of the date that the customer’s departure is
accepted by the ISO and shall be free to sell any excess Unforced Capacity. In addition,
when a customer leaves New—YerkStatethe Transmission District, the ISO will adjust

each LSE’s portion of the NYCA Unforced Capacity requirementRequirement so that the

total Transmission District’s share of the NYCA Unforced Capacity Requirement
remains constant.
5.11.2 LSE Obligations

Each LSE must self-supply or procure Unforced Capacity in an amount equal to,

or greater than, its portion of the NYCA Unforced Capacity reguirementRequirement



, ] ariff Revisi plementing a Demand Curve in the ICAP Marke
BLACKLINED - Draft Dated 12/6/02 for BIC information; reflects last draft discussed at
ICAPWG on 12/4/02

from any qualified Installed Capacity Supplier through Bilateral Transactions and/or
purchases in ISO-administered Installed Capacity auctions. Each LSE must demenstrate

that-it-has-obtained-a-suffieientcertify the amount-ef of Unforced Capacity _it has

obtained prior to the beginning of each Obligation Procurement Period—Fe-satisfy-this

regquirementeach E-SE-must-submit by submitting completed Installed Capacity

certification forms to the ISO by the date specified in the ISO Procedures. The

certification must list all Unforced Capacity the LSE holds, including any amount in

excess of its portion of the NYCA, of Locational as applicable, Unforced Capacity

requirement. The Installed Capacity certification forms submitted by the LSEs shall be in

the format and include all the information prescribed by the ISO Procedures.

Al LSEs thatHatto-timeb—satishthei bdorced-Capaettyreguirementor that

shall be-required-te-participate in aDeficieneyProeurementthe Spot Market Auction

pursuant to Section 5.14.1 of this Tariff.

5.11.3 Load-Shifting Adjustments

The ISO shall account for Load-shifting among LSEs each month using the best
available information provided to it and the affected LSEs by the individual Transmission
Owners. The ISO shall, upon notice of Load-shifting by a Transmission Owner and
verification by the relevant Load-losing LSE, increase the Load-gaining LSE’s portion of
the NYCA, and Locational as applicable, Unforced Capacity requirementRequirement(s)
and decrease the Load-losing LSE’s portion of the NYCA, and Locational as applicable,
Unforced Capacity reguirementRequirement(s) to reflect the Load-shifting. The

Load-gaining LSE shall pay the Load-losing LSE aan pertteramount, pro-rated on a daily
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basis-ef, based on the Market-Clearing Price of Unforced Capacity;-as-established-at and

the total Unforced Capacity quantity cleared in the most recent previous Iastaled

theapplicable Spot Market-Clearing Price-in-the-Capability Pertod Auction-divided-by-six
(6)-foreach-day-that the Load-gaining ESE-serves-the Load;- until the first day of the
month after the nearest following menthlyMonthly Installed Capacity avetionAuction is
held. The amount paid by a Load-gaining LSE shall reflect any portion of the Load-
losing LSE’s Unforced Capacity Obligation, for the applicable Obligation Procurement
Period, above the Load-losing L.SE’s portion of the NYCA, and Locational as applicable,

Unforced Capacity Requirement(s), that is attributable to the shifting [.oad, in accordance

with the ISO Procedures. In addition, the amount paid by a Load-gaining LSE shall be

reduced by the Load-losing LSE’s share of any rebate associated with the lost Load paid
pursuant to Section 5.15 of this Tariff. By the time specified in the ISO Procedures, the
Load-gaining LSE must procure sufficient Unforced Capacity to meet its increased
portion of the NYCA, and Locational as applicable, Unforced Capacity
regquirementRequirement(s) for the nearest following Obligation Procurement Period, and

the Load-losing LSE may sell Unforced Capacity that it no longer needs to satisfy its

portion of the NYCA, or Locational as applicable, Unforced Capacity

regquirementRequirement.

Each Transmission Owner shall report to the ISO and to each LSE serving Load

in its Transmission District the updated, aggregated LSE Loads with documentation in

10



ariff Revisi ementing a Demand Curve in the ICAP Mark

BLACKLINED - Draft Dated 12/6/02 for BIC information: reflects last draft discussed at
ICAPWG on 12/4/02

accordance with and by the date set forth in the ISO Procedures. The ISO shall previde
each-ESE-with-arevisedreallocate a portion of the NYCA, and Locational as applicable,
Unforced Capacity requirementRequirement to each LSE for the following Obligation
Procurement Period, which shall reflect all documented Load-shifts as of the end of the
current Obligation Procurement Period. Any disputes among Market Participants
concerning Load-shifting shall be resolved through the Expedited Dispute Resolution
Procedures set forth in Section 5.16 of this Tariff, or the Transmission Owner’s retail
access procedures, as applicable. In the event of a pending dispute concerning a
Load-shift, the ISO shall make its Obligation Procurement Period Installed Capacity
adjustments as if the Load-shift reported by the Transmission Owners had occurred, or if
the dispute pertains to the timing of a Load-shift, as if the Load-shift occurred on the
effective date reported by the Transmission Owner, but will retroactively modify these
allocations, as necessary, based on determinations made pursuant to the Expedited
Dispute Resolution Procedures set forth in Section 5.16 of this Tariff, or the
Transmission Owner’s retail access procedures, as applicable.

5.11.4 LSE Locational Installed Capacity Requirements

The ISO will determine the Locational Installed Capacity Requirements, stated as
a percentage of the Locality’s forecasted Capability Year peak Load and expressed in
Unforced Capacity terms, that shall be uniformly applicable to each LSE serving Load
within a Locality. In establishing Locational Installed Capacity Requirements, the ISO
will take into account all relevant considerations, including the total NYCA Installed

Capacity Requirement, the NYS Power System transmission Interface Transfer

11



, ] ariff Revisi plementing a Demand Curve in the ICAP Marke
BLACKLINED - Draft Dated 12/6/02 for BIC information; reflects last draft discussed at
ICAPWG on 12/4/02

Capability, the Reliability Rules and any other FERC-approved Locational Installed

Capacity Requirements.

Locational Unforced Capacity Requirements represent a minimum amount of
locational Unforced Capacity that must be secured by LSEs located in the NYCA
Localities. Eligible qualified Resources will have the opportunity to supply amounts of
locational Unforced Capacity above the Locational Unforced Capacity Requirement, as
determined by the applicable Demand Curve. Under the provisions of this Services
Tariff and the ISO Procedures, LSEs located in the NYCA Localities will be obligated to
purchase locational Unforced Capacity at levels that may be above the Locational
Unforced Capacity Requirement, as determined by the applicable Demand Curve. Each
LSE sited in a NYCA Locality will be responsible for acquiring sufficient Unforced
Capacity to satisfy its LSE Unforced Capacity Obligation. The LSE Unforced Capacity
Obligation will be determined each Obligation Procurement Period by the Spot Market

Auction and the applicable Demand Curve, all in accordance with ISO Procedures.

Any Locational Installed Capacity Requirements operative at the commencement
of ISO operations adopted by LIPA or under settlement agreements approved by the PSC
shall continue in effect in accordance with their terms unless and until the ISO
implements new or modified Locational Installed Capacity Requirements. All Locational
Installed Capacity Requirements shall be translated into Unforced Capacity terms, in
accordance with the ISO Procedures.

Each LSE sited in a NYCA Locality will secure, at a minimum, the reqtired

ameuntportion of its Locational Unforced Capacity Requirement for the upcoming

12
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Obligation Procurement Period-eensistent-with. Following the lecational requirements
established-by-the ISO—WhenSpot Market Auction, each LSE must own sufficient
Unforced Capacity to satisty its LSE Unforced Capacity Obligation. To be counted

towards an LSE’s Locational Installed Capacity Requirement, Unforced Capacity owned

by the holder of the-UDRs or contractually combined with UDRs; Unfereed-Capaeity
must be deliverable to the NYCA interface with the UDR transmission facility pursuant
to NYISO requirements-i-orderfor-it-to-be-counted-toward-an LSE s Loeational- Installed

Unforced Capacity associated with Generators located in the New York City
Locality that are subject to market mitigation measures may not be sold at a price greater
than the locational price cap, except as explicitly provided in Sections 5.13.2, 5.13.3 and
5.14.1 of this Tariff.

In addition, any Customer that purchases Unforced Capacity associated with any
Generator that is subject to market mitigation measures in an [ISO-administered auction
may not resell that Unforced Capacity in a subsequent auction ferne-at a price greater
than the mitigated price cap in accordance with Sections 5.13.2, 5.13.3, and 5.14.1 of this
Tariff. The ISO shall inform Customers that purchase Unforced Capacity in an
ISO-administered auction of the amount of Unforced Capacity they have purchased that
is subject to market mitigation measures.

The ISO shall have the right to audit all executed Installed Capacity contracts and

related documentation of arrangements by an LSE to use its own generation to meet its

13
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Locational Installed Capacity Requirement for an upcoming Obligation Procurement
Period.

5.12 Requirements Applicable to Installed Capacity Suppliers
5.12.1 Installed Capacity Supplier Qualification Requirements

In order to qualify as an Installed Capacity Supplier in the NYCA, Energy
Limited Resources, Generators, Installed Capacity Marketers, Interruptible Load
Resources, Intermittent Power Resources, and System Resources rated 1 MW or greater,
other than External System Resources and Control Area System Resources which have
agreed to certain Curtailment conditions as set forth in the last paragraph of Section
5.12.1 below, and other than Special Case Resources, existing municipally-owned
generation, Energy Limited Resources, and Intermittent Power Resources, to the extent
those entities are subject to the requirements of Section 5.12.11 of this Tariff, shall:

(i)  provide information reasonably requested by the ISO including the name and location of Gener

(ii))  @din accordance with the ISO Procedures, perform DMNC tests and submit the results to the ISC
1ii {(it1) abide by the ISO Generator maintenance coordination procedures;
(iv)  @wprovide the expected return date from any outages (including partial outages) to the ISO;

v & in accordance with the ISO Procedures,

(a) —fa)——provide documentation demonstrating that it will not use the same

Unforced Capacity for more than one (1) buyer at the same time;, and

(b) —b)——in the event that the Installed Capacity Supplier supplies more
Unforced Capacity than it is qualified to supply in any specific month (i.e.,
is short on Capacity), documentation that it has procured sufficient

Unforced Capacity to cover this deficiency.

14
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(vi)  €¥except for Installed Capacity Marketers and Interruptible Load Resources, Bid into the Day-A
enter into the MIS an upper operating limit that would define the operating limit
under normal system conditions. The circumstances under which the ISO will

direct a Generator to exceed its upper operating limit are described in the ISO

Procedures;
(vii)  @wbif the resource is an Interruptible Load Resource, it must commit that it will Bid, at the price :
(viii)  e#HH——yprovide Operating Data in accordance with Section 5.12.5 of this Tariff;
(x) 6% comply with the ISO Procedures;
(x) E9when the ISO issues a Supplemental Resource Evaluation request (an SRE), Bid into the in-da

other operational issues, or due to temperature related deratings; and

E

1 &xb)nstalled Capacity Suppliers located east of the central-east constraint shall Bid in the Day-Ah
in the ISO Procedures), except for the Generators described in subsections (a),
(b), (¢) and (d) below:

(@) @——=@Generators providing Energy under contracts executed and
effective on or before November 18, 1999 (including PURPA contracts) in
which the power purchasers do not control the operation of the supply
source but would be responsible for penalties for being off-schedule, with
the exception of Generators under must-take PURPA contracts executed
and effective on or before November 18, 1999, who have not provided
telemetering to their local TO and historically have not been eligible to
participate in the NYPP market, which will continue to be treated as TO

Load modifiers under the ISO-administered markets;

(b) ) ——Existing topping turbine Generators and extraction turbine

Generators producing Energy resulting from the supply of steam to the

15
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district steam system located in New York City (LBMP Zone J) in
operation on or before November 18, 1999 and/or topping or extraction
turbine Generators used in replacing or repowering steam supplies from
such units (in accordance with good engineering and economic design) that

cannot follow schedules, up to a maximum total of 365 MW of such units;

(c) e ——Existing Intermittent Power Resources in operation on or before
November 18, 1999 within the NYCA, plus up to an additional 500 MW of

such Generators; and

(d) €d)——7Units that have demonstrated to the ISO that they are subject to
environmental, contractual or other legal or physical requirements that

would otherwise preclude them from providing 10-Minute NSR.

The ISO shall inform each potential Installed Capacity Supplier that is required to
submit DMNC data of its approved DMNC ratings for the Summer Capability Period and
the Winter Capability Period in accordance with the ISO Procedures.

Requirements to qualify as Installed Capacity Suppliers for External System
Resources and Control Area System Resources located in External Control Areas that
have agreed not to Curtail the Energy associated with such Installed Capacity or to afford
it the same Curtailment priority that it affords its own Control Area Load shall be
established in the ISO Procedures.

5.12.2 Additional Provisions Applicable to External Installed Capacity
Suppliers

External Generators, External System Resources, and Control Area
System Resources qualify as Installed Capacity Suppliers if they demonstrate to the

satisfaction of the NYISO that the Installed Capacity Equivalent of their Unforced

16
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Capacity is deliverable to the NYCA or, in the case of an entity using a UDR to meet a
Locational Installed Capacity Requirement, to the NYCA interface associated with that
UDR transmission facility and will not be recalled or curtailed by an External Control
Area to satisfy its own Control Area Loads, or, in the case of Control Area System
Resources, if they demonstrate that the External Control Area will afford the NYCA
Load the same curtailment priority that they afford their own Control Area Native Load
Customers. The amount of Unforced Capacity that may be supplied by such entities
qualifying pursuant to the alternative criteria may be reduced by the ISO, pursuant to ISO
Procedures, to reflect the possibility of curtailment. Procedures for qualifying and selling
External Installed Capacity are detailed in the Installed Capacity Manual.

LSEs with External Installed Capacity as of the effective date of this Tariff will be
entitled to designate External Installed Capacity at the same NYCA Interface with
another Control Area, in the same amounts in effect on the effective date of this Tariff.
To the extent such External Installed Capacity corresponds to Existing Transmission
Capacity for Native Load as reflected in Table 3 of Attachment L to the ISO OATT,
these External Installed Capacity rights will continue without term and shall be allocated
to the LSE’s retail access customers in accordance with the LSE’s retail access program
on file with the PSC and subject to any necessary filings with the Commission. External
Installed Capacity rights existing as of September 17, 1999 that do not correspond to
Table 3 of Attachment L to the ISO OATT shall survive for the term of the relevant
External Installed Capacity contract or until the relevant External Generator is retired.

5.12.3 Installed Capacity Supplier Outage Scheduling Requirements

17
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All Installed Capacity Suppliers, except for Interruptible Load Resources, Control
Area System Resources, and Special Case Resources, that intend to supply Unforced
Capacity to the NYCA shall submit a confidential notification to the ISO of their
proposed outage schedules in accordance with the ISO Procedures. Transmission
Owners will be notified of these and subsequently revised outage schedules. Based upon
a reliability assessment, if Operating Reserve deficiencies are projected to occur in
certain weeks for the upcoming calendar year, the ISO will request voluntary
re-scheduling of outages. In the case of Generators actually supplying Unforced
Capacity to the NYCA, if voluntary re-scheduling is ineffective, the ISO will invoke
forced re-scheduling of their outages to ensure that projected Operating Reserves over the
upcoming year are adequate.

A Generator that refuses a forced rescheduling of its outages for any unit
shall be prevented from supplying Unforced Capacity in the NYCA with that unit during
any month where it undertakes such outages. The rescheduling process is described in
the ISO Procedures.

A Generator that intends to supply Unforced Capacity in a given month that did
not qualify as an Installed Capacity Supplier prior to the beginning of the Capability
Period must notify the ISO in accordance with the ISO Procedures so that it may be
subject to forced re-scheduling of its proposed outages in order to qualify as an Installed
Capacity Supplier. A 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.

18
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Interruptible Load Resources shall notify the ISO accordance with the ISO
Procedures of outages that would reduce their ability to interrupt. Interruptible Load
Resources must also submit to the ISO, and, at the ISO’s discretion, also submit to the
local Transmission Owner, a written commitment that any outages that would reduce
their ability to interrupt without reducing their Load by a corresponding amount will only
be conducted in accordance with the ISO Procedures. Outage schedules for External
System Resources and Control Area System Resources shall be coordinated by the
External Control Area and the ISO in accordance with the ISO Procedures.

5.12.4 Required Certification That Installed Capacity Has Not Been Resold

Each Installed Capacity Supplier must submit the appropriate ISO certification
forms to the ISO no later than the dates specified in the ISO Procedures demonstrating
that the Unforced Capacity it has certified has not been sold for use in an External
Control Area.

5.12.5 Operating Data Reporting Requirements

To qualify as Installed Capacity Suppliers in the NYCA, Resources shall
submit to the ISO Operating Data in accordance with this Section 5.12.5 and the ISO
Procedures. Resources that do not submit Operating Data in accordance with the
following subsections and the ISO Procedures shall be subject to the sanctions provided
in Section 5.12.12(a) of this Tariff. Resources that were not in operation on January 1,
2000 shall submit Operating Data to the ISO no later than one month after such
Resources commence commercial operation, and in accordance with the ISO Procedures

and the following subsections as applicable.
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5.12.5(a) Generators, System Resources, Energy Limited Resources,

Interruptible Load Resources, and Special Case Resources

To qualify as Installed Capacity Suppliers in the NYCA,
Generators, System Resources, Energy Limited Resources, Interruptible
Load Resources, and Special Case Resources or the purchasers of
Unforced Capacity associated with those Resources shall submit GADS
Data, data equivalent to GADS Data, or other Operating Data to the ISO
each month in accordance with the ISO Procedures. Prior to the
successful implementation of a software modification that allows gas
turbines to submit multiple bid points, these units shall not be considered
to be forced out for any hours that the unit was available at its base load
capability in accordance with the ISO Procedures.

5.12.5(b) Control Area System Resources

To qualify as Installed Capacity Suppliers in the NYCA, Control
Area System Resources, or the purchasers of Unforced Capacity
associated with those Resources, shall submit CARL Data and actual
system failure occurrences_data to the ISO each month in accordance with
the ISO Procedures.

5.12.5(¢c) Intermittent Power Resources and Municipally-
Owned Generation

To qualify as Installed Capacity Suppliers in the NYCA,
Intermittent Power Resources, or the purchasers of Unforced Capacity

associated with those Resources, and municipally-owned generation shall
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submit data equivalent to GADS Data or other Operating Data to the ISO
each month in accordance with the ISO Procedures.

5.12.5(d) Transmission Projects Granted Unforced
Capacity Deliverability Rights

An owner of a transmission project that receives UDRs must,
among other obligations, submit outage data or other operational
information in accordance with NYISO procedures to allow the NYISO to

determine the number of UDRs associated with the transmission facility.

5.12.6 Operating Data Default Value and Collection

5.12.6(a) Monthly Calculations

The ISO shall calculate each month for each Resource the
amount of Unforced Capacity that each Installed Capacity Supplier is
qualified to supply in the NYCA based on a rolling twelve-month
calculation, and in accordance with formulae provided in the ISO
Procedures.

The amount of Unforced Capacity that each Generator,
System Resource, Energy Limited Resource, Interruptible Load Resource,
Special Case Resource, and municipally-owned generation is authorized to
supply in the NYCA shall be based on the ISO’s calculations of individual
Equivalent Demand Forced Outage Rates. The amount of Unforced
Capacity that each Control Area System Resource is authorized to supply
in the NYCA shall be based on the ISO’s calculation of each Control Area

System Resource’s availability. The amount of Unforced Capacity that

21



, ] ariff Revisi plementing a Demand Curve in the ICAP Marke
BLACKLINED - Draft Dated 12/6/02 for BIC information; reflects last draft discussed at
ICAPWG on 12/4/02

each Intermittent Power Resource is authorized to supply in the NYCA
shall be based on the individual historical Capacity factor adjusted by the
ISO to remove the effects of outages.

The ISO shall calculate the Equivalent Demand Forced
Outage Rates, Availability rates, and Capacity factors annually and update
them monthly using a twelve-month rolling average of Operating Data in
accordance with formulae provided in the ISO Procedures. The ISO shall
perform separate Summer and Winter Capability Periods Unforced
Capacity calculations for each Resource to more accurately reflect

seasonal variations in their DMNC ratings.

5.12.6(b) Default Unforced Capacity

In its calculation of Unforced Capacity, the ISO shall deem a
Resource to be completely forced out for each month for which the
Resource has not submitted its Operating Data in accordance with Section
5.12.5 of this Tariff and the ISO Procedures. A Resource that has been
deemed completely forced out for a particular month may submit new
Operating Data, for that month, to the ISO at any time. The ISO will use
such new Operating Data when calculating, in a timely manner in
accordance with the ISO Procedures, a new rolling average for the
Resource.

Upon a showing of extraordinary circumstances, the ISO retains

the discretion to accept at any time Operating Data which have not been
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submitted in a timely manner, or which do not fully conform with the ISO
Procedures.

5.12.6(¢c) Exception for Certain Equipment Failures

When a Generator, Special Case Resource, Energy Limited
Resource, or System Resource is forced into an outage by an equipment
failure that involves equipment located on the high voltage side of the
electric network beyond the step-up transformer, and including such step-
up transformer, the outage will not be counted for purposes of calculating
that Resource’s Equivalent Demand Forced Outage Rate.

5.12.7 Availability Requirements

Subsequent to qualifying, each Installed Capacity Supplier shall,
except as noted in Section 5.12.11 of this Tariff, on a daily basis: (i) schedule a Bilateral
Transaction; (ii) Bid Energy in each hour of the Day-Ahead Market in accordance with
the applicable provisions of Section 5.12.1 of this Tariff; or (iii) notify the ISO of any
outages. The total amount of Energy that an Installed Capacity Supplier schedules, bids,
or declares to be unavailable on a given day must equal or exceed the Installed Capacity
Equivalent of the Unforced Capacity it supplies.

5.12.8 Unforced Capacity Sales

Each Installed Capacity Supplier will be authorized to supply an
amount of Unforced Capacity during each Obligation Procurement Period, based on
separate seasonal Unforced Capacity calculations performed by the ISO for the Summer
and Winter Capability Periods. Unforced Capacity may be sold in six-month strips, or in

monthly, or multi-monthly segments.
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If an Energy Limited Resource’s, Generator’s, System Resource’s or
Control Area System Resource’s DMNC rating is determined to have increased during an
Obligation Procurement Period, pursuant to testing procedures described in the ISO
Procedures, the amount of Unforced Capacity that it shall be authorized to supply in that
or future Obligation Procurement Periods shall also be increased on a prospective basis in
accordance with the schedule set forth in the ISO Procedures.

New Generators and Generators that have increased their Capacity
since the previous Summer Capability Period due to changes in their generating
equipment may qualify to supply Unforced Capacity on a foregoing basis during the
Summer Capability Period based upon a DMNC test that is performed and reported to the
ISO after March 1 and prior to the beginning of the Summer Capability Period DMNC
Test Period. The Generator will be required to verify the claimed DMNC rating by
performing an additional test during the Summer DMNC Test Period. Any shortfall
between the-amount of Unforced Capacity supplied by the Generator for the Summer
Capability Period and the amount verified during the Summer DMNC Test Period will be
subject to deficiency charges pursuant to Section 5.14.2 of this Tariff. The deficiency
charges will be applied to no more than the difference between the Generator’s previous
Summer Capability Period Unforced Capacity and the amount of Unforced Capacity
equivalent the Generator sold supplied for the Summer Capability Period.

New Generators and Generators that have increased their Capacity
since the previous Winter Capability Period due to changes in their generating equipment

may qualify to supply Unforced Capacity on a foregoing basis during the Winter
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Capability Period based upon a DMNC test that is performed and reported to the ISO
after September 1 and prior to the beginning of the Winter Capability Period DMNC Test
Period. The Generator will be required to verify the claimed DMNC rating by
performing an additional test during the Winter Capability Period DMNC Test Period.
Any shortfall between the amount of Unforced Capacity certified by the Generator for the
Winter Capability Period and the amount verified during the Winter Capability Period
DMNC Test Period will be subject to deficiency charges pursuant to Section 5.14.2 of
this Tariff. The deficiency charges will be applied to no more than the difference
between the Generator’s previous Winter Capability Period Unforced Capacity and the
amount of Unforced Capacity equivalent the Generator supplied for the Winter
Capability Period.

Any Installed Capacity Supplier, except as noted in Section
5.12.11 of this Tariff, which fails on a daily basis to schedule, Bid, or declare to be
unavailable in the Day-Ahead Market an amount of Unforced Capacity, expressed in
terms of Installed Capacity Equivalent, that it certified for that day, rounded down to the
nearest whole MW, is subject to sanctions pursuant to Section 5.12.12(b) of this Tariff.
If an entity other than the owner of an Energy Limited Resource, Generator, Interruptible
Load Resource, System Resource, or Control Area System Resource that is providing
Unforced Capacity is responsible for fulfilling bidding, scheduling, and notification
requirements, the owner and that entity must designate to the ISO which of them will be

responsible for complying with the scheduling, bidding, and notification requirements.
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The designated bidding and scheduling entity shall be subject to sanctions pursuant to
Section 5.12.12(b) of this Tariff.

5.12.9 Sales of Unforced Capacity by System Resources

Installed Capacity Suppliers offering to supply Unforced Capacity
associated with Internal System Resources shall submit for each of their Resources the
Operating Data and DMNC testing data or historical data described in Sections 5.12.1
and 5.12.5 of this Tariff in accordance with the ISO Procedures. Such Installed Capacity
Suppliers will be allowed to supply the amount of Unforced Capacity that the ISO
determines pursuant to the ISO Procedures to reflect the appropriate Equivalent Demand
Forced Outage Rate. Installed Capacity Suppliers offering to sell the Unforced Capacity
associated with System Resources may only aggregate Resources in accordance with the
ISO Procedures.

5.12.10 Curtailment of External Transactions In-Hour

All Unforced Capacity that is not out of service, or scheduled to
serve the Internal NYCA Load in the Day-Ahead Market may be scheduled to supply
Energy for use in External Transactions provided, however, that such External
Transactions shall be subject to Curtailment within the hour, consistent with ISO
Procedures. Such Curtailment shall not exceed the Installed Capacity Equivalent
committed to the NYCA.

If an Installed Capacity Supplier’s Exports are Curtailed in-hour to
resolve a New York reserves shortage, the Transmission Customer scheduling such

Exports shall be paid, for the remainder of the hour, the higher of the Real-Time LBMP
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at the New York proxy bus associated with the Exports, or the real-time price at the
relevant proxy bus used by the External Control Area for Transactions with New Y ork.

5.12.11 Special Case Resources, Municipally-Owned Generation, Energy
Limited Resources and Intermittent Power Resources

5.12.11 (a)  Special Case Resources

Special Case Resources may qualify as Installed Capacity
Suppliers, without having to comply with the daily bidding, scheduling, and
notification requirements set forth in Section 5.12.7 of this Tariff, if: (i) they are
available to operate for a minimum of four (4) consecutive hours each day, at the
direction of the ISO, except for those subject to operating limitations established
by environmental permits, which will not be required to operate in excess of two
(2) hours and which will be derated by the ISO pursuant to ISO Procedures to
account for the Load serving equivalence of the hours actually available,
following notice of the potential need to operate twenty-one (21) hours in advance
if notification is provided by 3:00 P.M. ET, or twenty-four (24) hours in advance
otherwise, and a notification to operate two (2) hours ahead; and (ii) they were not
operated as a Load modifier coincident with the peak upon which the Unforced
Capacity requirement of the LSE that serves that customer is based, unless that
LSE’s Unforced Capacity requirement is adjusted upwards to prevent
double-counting. The ISO will have discretion, pursuant to ISO Procedures, to
exempt distributed Generators that are incapable of starting in two (2) hours from
the requirement to operate on two (2) hours notification. Distributed Generators

and Loads capable of being interrupted upon demand, that are not available on
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certain hours or days will be derated by the ISO, pursuant to ISO Procedures, to
reflect the Load serving equivalence of the hours they are actually available.
Distributed Generators and Loads capable of being interrupted upon demand will
be required to comply with verification and validation procedures set forth in the
ISO Procedures. Such procedures will not require metering other than interval
billing meters on customer Load or testing other than DMNC or sustained
disconnect, as appropriate, unless agreed to by the customer, except that Special
Case Resources not called to supply Energy in a Capability Period may be
required to run a test once every Capability Period in accordance with ISO
Procedures.

Unforced Capacity supplied in a Bilateral Transaction by a Special
Case Resource pursuant to this subsection may only be resold if the purchasing
entity or the Installed Capacity Marketer has agreed to comply with the ISO
notification requirements for Special Case Resources. LSEs and Installed
Capacity Marketers may aggregate Special Case Resources and sell the Unforced
Capacity associated with them in an ISO-administered auction if they comply
with ISO notification requirements for Special Case Resources.

Transmission Owners that require assistance from distributed
Generators larger than 100 kW and Loads capable of being interrupted upon
demand for Load relief purposes or as a result of a Local Reliability Rule, shall
direct their requests for assistance to the ISO for implementation consistent with

the terms of this Section.

28



, ] ariff Revisi plementing a Demand Curve in the ICAP Marke
BLACKLINED - Draft Dated 12/6/02 for BIC information; reflects last draft discussed at
ICAPWG on 12/4/02

5.12.11 (b)  Existing Municipally-Owned Generation

A municipal utility that owns existing generation in excess of its
Unforced Capacity requirement, net of NYPA-provided Capacity, may offer the
excess Capacity for sale as Installed Capacity provided that it is willing to operate
the generation at the ISO’s request, and provided that the Energy produced is
deliverable to the New York State Power System. Such a municipal utility shall
not be required to comply with the requirement of Section 5.12.7 of this Tariff
that an Installed Capacity Supplier bid into the Energy market or enter into
Bilateral Transactions. Municipal utilities shall, however, be required to submit
their typical physical operating parameters, such as their start-up times, to the
ISO. This subsection is only applicable to municipally-owned generation in
service or under construction as of December 31, 1999.

5.12.11 (¢) Energy Limited Resources

An Energy Limited Resource may qualify as an Installed Capacity
Supplier if it Bids its Installed Capacity Equivalent into the Day-Ahead Market
each day and if it is able to provide the Energy equivalent of the Unforced
Capacity for at least four (4) hours each day. Energy Limited Resources shall also
Bid an upper operating limit, designating desired operating limits. Energy
Limited Resources that are not scheduled in the Day-Ahead Market to operate at a
level above their bid-in upper operating limit, may be scheduled Hour-Ahead, or
may be called in Real-Time pursuant to a manual intervention by ISO dispatchers,
who will account for the fact that Energy Limited Resource may not be capable of

responding.
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5.12.11(d) Intermittent Power Resources

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 this Tariff, and may claim
up to their Unforced Capacity as Installed Capacity. To qualify as Installed
Capacity Suppliers, Intermittent Power Resources shall comply with the
notification requirements of Section 5.12.7 of this Tariff. In calculating Unforced
Capacity for an Intermittent Power Resource, the historical Capacity factor will be
adjusted to remove the effects of outages in accordance with the ISO Procedures.

5.12.12 Sanctions Applicable to Installed Capacity Suppliers and
Transmission Owners

Pursuant to this Section, the ISO may impose financial sanctions on
Installed Capacity Suppliers and Transmission Owners that fail to comply with certain
provisions of this Tariff. The ISO shall notify Installed Capacity Suppliers and
Transmission Owners prior to imposing any sanction and shall afford them a reasonable
opportunity to demonstrate that they should not be sanctioned and/or to offer mitigating
reasons why they should be subject to a lesser sanction. The ISO may impose a sanction
lower than the maximum amounts allowed by this Section at its sole discretion. Installed
Capacity Suppliers and Transmission Owners may challenge any sanction imposed by the
ISO pursuant to the ISO Dispute Resolution Procedures.

Any sanctions collected by the ISO pursuant to this Section will be applied
to reduce the Rate Schedule 1 charge under this Tariff.

5.12.12 (a)  Sanctions for Failing to Provide Required Information
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If (i) an Installed Capacity Supplier fails to provide the information
required by Subsections 5.12.1(i), (ii), (iii), (iv), or (viii) of this Tariff in a timely
fashion, or (ii) a Supplier of Unforced Capacity from External System Resources
located in an External Control Area or from a Control Area System Resource that
has agreed not to Curtail the Energy associated with such Installed Capacity, or to
afford it the same Curtailment priority that it affords its own Control Area Load,
fails to provide the information required for certification as an Installed Capacity
Supplier established in the ISO Procedures, the ISO may take the following
actions: On the first day that required information is late, the ISO shall notify the
Installed Capacity Supplier that required information is past due and that it
reserves the right to impose financial sanctions if the information is not provided
by the end of the following day. Starting on the third day that the required
information is late, the ISO may impose a daily financial sanction of up to the
higher of $500 or $5 per MW of Installed Capacity that the Generator,
Interruptible Load Resource, System Resource, or Control Area System Resource
in question is capable of providing. Starting on the tenth day that the required
information is late, the ISO may impose a daily financial sanction of up to the
higher of $1000 or $10 per MW of Installed Capacity that the Generator,
Interruptible Load Resource, System Resource, or Control Area System Resource
in question is capable of providing.

If an Installed Capacity Supplier fails to provide the

information required by Subsection 5.12.1(v) of this Tariff in a timely fashion, the
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ISO may take the following actions: On the first calendar day that required
information is late, the ISO shall notify the Installed Capacity Supplier that
required information is past due and that it reserves the right to impose financial
sanctions if the information is not provided by the end of that first calendar day.
Starting on the second calendar day that the required information is late, the ISO
may impose a daily financial sanction up to the higher of $500 or $5 per MW of
Installed Capacity that the Generator, Interruptible Load Resource, System
Resource, or Control Area System Resource in question is capable of providing.

If a TO fails to provide the information required by
Subsection 5.11.3 of this Tariff in a timely fashion, the ISO may take the
following actions: On the first day that required information is late, the ISO shall
notify the TO that required information is past due and that it reserves the right to
impose financial sanctions if the information is not provided by the end of the
following day._Starting on the third day that the required information is late, the
ISO may impose a daily financial sanction up to $5,000 a day. Starting on the
tenth day that required information is late, the ISO may impose a daily financial
sanction up to $10,000.

5.12.12(b) Sanctions for Failing to Comply with Scheduling, Bidding, and
Notification Requirements

On any day in which an Installed Capacity Supplier fails to comply
with the scheduling, bidding, or notification requirements of Subsections
5.12.1(vi), (vii), or (x), or with Section 5.12.7 of this Tariff, or in which a

Supplier of Installed Capacity from External System Resources or Control Area
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System Resources located in an External Control Area that has agreed not to
Curtail the Energy associated with such Installed Capacity, or to afford it the same
Curtailment priority that it affords its own Control Area Load, fails to comply
with scheduling, bidding, or notification requirements for certification as an
Installed Capacity Supplier established in the ISO Procedures, the ISO may
impose a financial sanction up to the product of a deficiency charge, calculated
pursuant to the Table in Section 5.14.1 of this Tariff (pro-rated on a daily basis),
and the maximum number of MWs that the Installed Capacity Supplier failed to
schedule or Bid in any hour in that day provided, however, that no financial
sanction shall apply to any Installed Capacity Supplier who demonstrates that the
Energy it schedules, Bids, or declares to be unavailable on any day is not less than
the Installed Capacity that it supplies for that day rounded down to the nearest
whole MW.

In addition, if an Installed Capacity Supplier fails to comply with
the scheduling, bidding, or notification requirements of Sections 5.12.1(vi), (vii),
or (x), or with Section 5.12.7 of this Tariff, or if an Installed Capacity Supplier of
Unforced Capacity from External System Resources or from a Control Area
System Resource located in an External Control Area that has agreed not to
curtail the Energy associated with such Unforced Capacity, or to afford it the
same curtailment priority that it affords its own Control Area Load, fails to
comply with the scheduling, bidding, or notification requirements for certification

as an Installed Capacity Supplier established in the ISO Procedures during an
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hour in which the ISO curtails Transactions associated with NYCA Installed
Capacity Suppliers, the ISO may impose an additional financial sanction equal to
the product of the number of MWs the Installed Capacity Supplier failed to
schedule during that hour and the corresponding Real-Time LBMP at the

applicable Proxy Generator Bus.

Installed Capacity Auctions
5.13.1 General Auction Requirements

The ISO will administer Installed Capacity auctions to accommodate LSEs’ and

Installed Capacity Suppliers’ efforts to enter into Unforced Capacity Transactions and to

give LSEs an opportunity to satisfy-theiracquire sufficient Unforced Capacity to meet
their portion of the NYCA, and Locational as applicable, Unforced Capacity
regquirementsRequirement(s). The ISO shall conduct regular auctions, attherequest-ofan
ESE;-at the times as specified in this Section and the ISO Procedures, and may conduct
additional auctions as necessary.

Installed Capacity Suppliers, LSEs and Installed Capacity Marketers that are
Customers under this 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. Unforced Capacity purchased in Installed Capacity auctions may not be
sold for the purposes of meeting Installed Capacity requirements imposed by operators of
External Control Areas. Offers to sell and bids to purchase Unforced Capacity shall be

made in $/kW for the time period appropriate to the auction. The ISO shall impose no
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limits on Bids or offers in any auction, except to the extent required by any applicable
market mitigation measures.

Installed Capacity Suppliers that wish to participate in an [ISO-administered
auction must submit completed certification forms to the ISO in accordance with the ISO
procedures, demonstrating that their Unforced Capacity has not been committed to a
Bilateral Transaction.

In-City Generators that are subject to FERC-approved market mitigation
measures are required to offer to sell all unsold Unforced Capacity in the Spot Market
Auction if such Unforced Capacity intehas not previously been committed to the
ISO-administereddnstalledNew York City Locality through a Strip Auction, a Monthly

Auction, or a bilateral In-City Unforced Capacity auetionscontract, unless the NYISO has

determined that the In-City Locational Unforced Capacity Requirement has been met by

other Resources. [to be discussed further at the ICAPWG 11/25/2 and 11/26/2

meetings] All other Installed Capacity Suppliers may offer to sell into the
ISO-administered Installed Capacity auctions at their discretion.

The ISO Procedures shall specify the dates by which the ISO will post the results
of Installed Capacity auctions. The ISO Procedures shall ensure that there are at least
four business days between the time that auction results are posted and the dates that

LSEs are required to demonstrate that they have procured sufficient Unforced Capacity to

eoversatisfy their portion of the NYCA, and Locational as applicable, Unforced Capacity

reguirementsRequirement(s) pursuant to Section 5.11.2 of this Tariff.

5.13.2 Capability Period Auction
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A Capability Period Auction will be conducted no later than thirty (30) days prior
to the start of each Capability Period in which Unforced Capacity will be purchased and
sold for the entire duration of the Capability Period. The exact date of the Capability

Period Auction shall be established in the ISO Procedures. The Capability Period

Auction is intended to establish-Market-Clearing Pricesforeach1SO-defined Loeality;
the remainder-of the NYCA-and-adjacent External Control Areasfacilitate visible long-
term Unforced Capacity transactions between Market Participants.

Each Capability Period Auction shall consist of twe-phases-which-shal

besimultaneous auctions conducted en-the-samein one day for locational and Statewide

Unforced Capacity. Participation in-the-firstphase-shall be-hmited-toconsist of: (i) LSEs

located-inthe New—York City Loeality-seeking to make leeational-Unforced Capacity
purchasces-trerdertosatisb—their -Gt LoentonaH-Hhstabled- Capactiy-Reguirersent: (11)

any other entity seeking to purchase Ia-Cityleeational-Unforced Capacity; (iii) qualified

Ia-Gity-Installed Capacity Suppliers; and (iv) any other Installed Capacity Supplier_entity

that owns excess Unforced Capacity-asseetated-with-qualifiedIn-CityInstalled-Capaeity
Supphiers. Inthe-firstphase-of the-Capability Period-Auetion,-LSEs that are awarded
Unforced Capacity shall pay the applicable Market-Clearing Price of Unforced Capacity
determined-in-thatphase. Installed Capacity Suppliers that are selected to provide
Unforced Capacity shall receive the applicable Market-Clearing Price determined in that
phase, except in the case of In-City Generators that are subject to mitigation measures,
which shall receive the lesser of the applicable Market-Clearing Price or the applicable

locational price cap. Any entity that resells Unforced Capacity associated with In-City
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Generators that are subject to market mitigation measures shall receive no greater than
the mitigated price cap for that Unforced Capacity. 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 this Tariff._|To be discussed further by In-City

mitigation group and ICAPWG.]

All Installed Capacity Suppliers and LSEs may participate in the seecond-phase-of

the-ObligationPreecurementCapability Period Auction, except with respect to any
Unforced Capacity associated with In-City Generators that are subject to market
mitigation measures, which may-seH-inare restricted from selling Unforced Capacity to

entities outside the seeond-phase-enty-iHfNew York City Locality unless it has been

established by the ISO that all LSEs located in the New York City Locality have satisfied

their In-City Locational Installed Capacity Requirements. ESEs-awarded-Unforeed

Unfoereed-Capaeity—Installed Capacity Suppliers, with the exception noted below,

including In-City Generators otherwise subject to market mitigation measures, that are
selected to provide Unforced Capacity on a Statewide basis shall receive the applicable
Market-Clearing Price determined in that phase. Any entity that resells Unforced
Capacity associated with In-City Generators subject to market mitigation measures shall
receive no greater than the mitigated price cap for that Unforced Capacity. The ISO shall

rebate any Excess Amount pursuant to Section 5.15 of this Tariff.
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The results of the Capability Period Auction will be made available to Market
Participants at the time specified in the ISO Procedures which shall be prior to the start of
the first Monthly Auction held prior to the beginning of each Capability Period.

5.13.3 Monthly Auctions

Monthly Auctions will be held each-ObligationProcurementPertod during which

Unforced Capacity may be purchased and sold for the forthcoming menthObligation
Procurement Period, and any other month_or months remaining in the Capability Period,
as specified in the ISO Procedures. The exact dates of each Monthly Auction shall be

established in the ISO Procedures. Each Monthly Auction is intended to

facilitate visible Unforced Capacity transactions between Market-ClearingPrices

Centrel-Areas Participants.

Each Monthly Auction shall consist of twe-phases-whieh-shall-besimultaneous

auctions conducted en-the-samein one day_for locational and Statewide Unforced

Capacity. Participation in-thefirst-phase-shall belimited-toconsist of: (i) LSEs leeatedin
the NewYork-City Loeality-seeking to make leeational-Unforced Capacity purchases-
orderto-satisty-therrn-City LoeationalHnstalled Capaetty Reguirement; (ii) any other
entity seeking to purchase-dn-City-locational Unforeed-Capaeity; (iii) qualified In-City
Installed Capacity Suppliers; and (iv) any other Installed Capacity Supplier_entity that

owns excess Ia-City-Unforced Capacity. Iathe-first phase-ofeachMonthlyAuetion;

LSEs that are awarded Unforced Capacity shall pay the Market-Clearing Price of

Unforced Capacity-determined-in-thatphase. Installed Capacity Suppliers that are

selected to provide Unforced Capacity shall receive the applicable Market-Clearing Price
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determined in that phase, except in the case of In-City Generators that are subject to
mitigation measures, which shall receive the lesser of the_ applicable Market-Clearing
Price or the applicable locational price cap. Any entity that resells Unforced Capacity
associated with In-City Generators that are subject to market mitigation measures shall
receive no greater than the mitigated price cap for that Unforced Capacity. 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 this Tariff.

All Installed Capacity Suppliers and LSEs may participate in the seeond-phase-of
each-Monthly AuetionAuctions, except with respect to any Unforced Capacity associated
with In-City Generators that are subject to market mitigation measures, which may-seH
inare restricted from selling Unforced Capacity to entities outside the secendphase-only
#New York City Locality unless it has been established by the ISO that all LSEs located
in the New York City Locality have satisfied their In-City Locational Installed Capacity

Requirements.

greater-thanthe mitigated-price-eapfor-that Unferced-Capaetty—Installed Capacity

Suppliers, with the exception noted below, including In-City Generators otherwise
subject to market mitigation measures, that are selected to provide Unforced Capacity on
a Statewide basis shall receive the applicable Market-Clearing Price-determined-in-that
phase. Any entity that resells Unforced Capacity associated with In-City Generators
subject to market mitigation measures shall receive no greater than the mitigated price
cap for that Unforced Capacity. The ISO shall rebate any Excess Amount pursuant to

Section 5.15 of this Tariff.
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The results of each Monthly Auction will be made available to Market

Participants in accordance with the ISO Procedures.
5.13.4 Detailed Installed Capacity Auction Description

Additional detail concerning the ISO’s Installed Capacity auction procedures are

provided in the 1ISO’s detatled “Installed Capacity Auction Description,” which is on file
with-the-Commission Procedures.

5.14 Installed Capacity Spot Market Auction and Installed Capacity Supplemental
Supply Fees and Deficiencies-and Deficieney Procurement-Auctions

5.14.1 LSE Deficiencies
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Auetions:Participation in the Spot Market Auction

5.14.1(a ot Market Auction
The ISO shall conduct a DeficieneyProcurement-Auetionsingle Spot
Market Auction including bidding for each of the two (2) NYCA Localities and

Statewide, immediately preceding the start of areach Obligation Procurement

Period:. theThe exact date of the DeficieneySpot PreeurementMarket Auction

shall be established in theaccordance with ISO Procedures.-FheDeficieney

Proeurement All LSEs shall participate in the Spot Market Auction will-eensist

oftwe-phases—Beth-phasesto procure additional Unforced Capacity to cover, and
potentially exceed their portion of each-DeficieneyProcurement-Auctionshall-be
conducted-on-the-same-daythe NYCA, and Locational as applicable, Unforced
Capacity Requirement(s) for the Obligation Procurement Period. In each-phase-of

each-DeficieneyProeurementthe Spot Market Auction the ISO shall submit

monthly defieteney-bids on behalf of defieientall LSEs at a level per MW

determined by dividing

by-stx(6)a Demand Curve established in accordance with ISO Procedures. The

Spot Market Auction will set the LSE Unforced Capacity Obligation for each

NYCA LSE.
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Loecality-that-are required-to-maketoeational When the ISO conducts each Spot

Market Auction it will account for all Unforced Capacity-purehases-in-orderte

isfy-their In-City | :onalInstalled C e Reau lated
Unforeed-Capaeity that each NYCA LSE has certified. The ISO shall

sehettaccept bids from qualified Fa-CGity-Installed Capacity Suppliers;-ané for

each Spot Market Auction. The ISO shall also accept bids to offer Unforced

Capacity from any etherentityLSE for any amount of Unforced Capacity that
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LSE owns in excess ! : of its NYCA, and Locational as applicable,
Unforced Capacity Requirement. [The ICAPWG needs to consider how
import rights may be affected.]

To administer the New York City segment of the Spot Market Auction,
the ISO shall submit bids on behalf of all LSEs located in the New York City
Locality accordance with ISO Procedures. The ISO shall conduct the New York

City segment of the Spot Market Auction by using the New York City Demand

Curve, as established in accordance with ISO Procedures. LSEs that are awarded

Unforced Capacity in the firstphase-ef-aDeficieney ProcturementNew York City

segment of the Spot Market Auction shall pay to the ISO the lesser-ofthe
Market--Clearing Price of Unforced Capacity determined in that phase-er-the

defieteney-bidAuction. The ISO shall pay Installed Capacity Suppliers that are

selected to provide Unforced Capacity the Market--Clearing Price determined in
that-phase-which-ean-be-no-greater-than the defieieney-bidSpot Market Auction,
except in the case of Unforced Capacity associated with In--City Generators that
are subject to mitigation measures, which shall receive no greater than the
mitigated price cap, calculated on an annual basis [to be discussed further at the
ICAPWG 11/24/2 meeting]. Any entity that resells Unforced Capacity
associated with In--City Generators that are subject to market mitigation measures
shall receive no greater than the mitigated price cap for that Unforced Capacity.

If the Market--Clearing Price exceeds the total amount paid to Installed Capacity
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Suppliers, the ISO shall rebate the Excess Amount pursuant to Section 5.15 of this

Tariff.

In the-second-phaseorder to administer the Long Island segment of each
DeficieneyProcurementthe Spot Market Auction; the ISO shall submit deficieney
bids on behalf of all remaining-defietent E-SEs-andLSEs located in the Long
Island Locality in accordance with ISO Procedures. The ISO shall selieit-bids
fromaltgqualifiedconduct the Long Island segment of the Spot Market Auction by
using the Long Island Demand Curve, as established in accordance with ISO
Procedures. LSEs that are awarded Unforced Capacity in the Long Island
segment of the Spot Market Auction shall pay to the ISO the Market-Clearing
Price of Unforced Capacity determined in that segment of the Auction. The ISO
shall pay Installed Capacity Suppliers;-inelading that are selected to provide
Unforced Capacity the Market-Clearing Price determined in the Long Island
segment of the Spot Market Auction.

In to administer the Statewide Spot Market Auction, the ISO shall submit

bids on behalf of all LSEs. Unforced Capacity associated with In-City Generators

otherwise subject to mitigation measures that has not been sold may participate in

the Statewide segment of the Spot Market Auction, provided that alH=-SEsleeated

wasufficient In-City locational Unforced Capacity will be supplied to satisfy the

New York City ELeeality-havesatisfied-their In-City-Locational fastaHedUnforced

Capacity RequirementsRequirement. Defietent-.SEs that are awarded Unforced

Capacity shall pay to the ISO the lesser-ofthe-apphicable-Market-Clearing Price of
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Unforced Capacity determined in thatphase;-er-the defieieney-bidAuction. The

ISO will use these-defieieney- payments to pay the applicable Market-Clearing
Price determined i that phase ol the Deficiency Procurement Auction, except as
noted below, to Installed Capacity Suppliers that are selected to provide Unforced
Capacity, including participating In-City Generators otherwise subject to market
mitigation measures. Any entity that resells Unforced Capacity associated with

In-City Generators that are subject to market mitigation measures shall receive no

greater than the mitigated price cap, calculated on an annual basis [to be
discussed further at the ICAPWG 11/24/2 meeting], for that Unforced

Capacity. The ISO shall rebate any Excess Amount pursuant to Section 5.15 of
this Tariff.
DEMAND CURVE ADJUSTMENT

A periodic independent review of the Demand Curve [Addition
requested by LIPA: including a review of the Demand Curve on Long Island
performed by the Long Island Power Authority] will be performed every three
(3) years to determine if the Demand Curve should be adjusted. 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. Each periodic
independent review will be completed by November 1 of the applicable
Capability Year. The first periodic independent review of the ISO Installed

Capacity Market Demand Curves will be performed in the 2003-2004 Capability

Year.

5.14.1(b) Peficieney-ChargesImposedSupplemental Supply Fee
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Any ESEs-thatare-still defieientLSE that has not met its LSE
Unforced Capacity Obligation after the completion of a PefieteneySpot
ProeurementMarket Auction must-payshall be assessed a monthly-deficieney

charge-to-the ISOsupplemental supply fee based on the defieteney

chargeslocalized levelized embedded cost of a gas turbine, as set forth in the
Table abevebelow, multiplied by one and one half (1.5), divided by sixtwelve
(12), and multiplied by the number of MWs by-which-they-are-defietentthe LSE
needs to meet its LSE Unforced Capacity Obligation. The ISO will attempt to use

these defieieney-ehargessupplemental supply fees to procure Unforced Capacity

from Installed Capacity Suppliers that are capable of supplying Unforced
Capacity but that failed to qualify to supply it prior to the DefieieneySpot

ProeurementMarket Auction. The ISO shalwill not pay an Installed Capacity

Supplier, more than the applicable deficiency charge supplemental supply fee per
MW of Unforced Capacity, or the applicable locational price cap per MW of
Unforced Capacity, whichever is less, pro-rated to reflect the portion of the
Obligation Procurement Period for which the Installed Capacity Supplier provides
Unforced Capacity.

If shortages still exist following the efforts outlined above, the ISO

will attempt to procure Unforced Capacity from previously qualified Installed

Capacity Suppliers that withheld-theirfailed to offer such Unforced Capacity in

the Spot Market Auction or offered such Unforced Capacity at levels above the

Spot Market Auction Market-Clearing Price. The ISO will offer such Installed
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Capacity Suppliers no more than the applicable Spot Market Auction Market-
Clearing Price.

The ISO will not pay an Installed Capacity Supplier; more than the
applicable defieteney-ehargesupplemental supply fee per MW of Unforced
Capacity, or the applicable locational price cap per MWMw of Unforced
Capacity, whichever is less, pro-rated to reflect the portion of the Obligation
Procurement Period for which the Installed Capacity Supplier provides Unforced
Capacity. Any remaining monies collected by the ISO pursuant to this section
paragraph will be applied to reduce the Schedule 1 charge.

The ISO shall not reveal the number of MWs that LSEs-are

defictentpriorto-aDeficieneyProeurementof an LSE’s Unforced Capacity

Obligation that LSE is short prior to the Spot Market Auction.
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The following localized levelized embedded costs of a gas turbine will be used to set the

Demand Curves, supplemental supply fees and the deficiency charges.

In-City New York City $[??27?71/kW of Unforced Capacity per Capability
Period

(LBMP Load Zone J) (Equivalent to $220.00/kW of Installed Capacity per
Capability Period)

Long Island $38[?2221/kW of Unforced Capacity per Capability
Period

(LBMP Load Zone K) (Equivalent to $185.00/kW of Installed Capacity per
Capability Period)

All Other LBMP Load $8[?2221/kW of Unforced Capacity per Capability
Period

Zones in the NYCA (Equivalent to $89.00/kW of Installed Capacity per

Capability Period)
Beginning May 1, 2003, the supplemental supply fees and deficiency
charges will be based on one and one half (1.5) times the localized levelized
embedded cost of gas turbines in the New York City Locality, the Long Island

Locality, or Rest of State, respectively.
5.14.2 Installed Capacity Supplier Deficiencies

In the event that the amount of Unforced Capacity that an Installed Capacity
Supplier certifies in a given month is determined to have been more than the amount that
the Installed Capacity Supplier is authorized to supply for that month, the ISO shall
prospectively purchase Unforced Capacity on behalf of that deficient Installed Capacity
Supplier in the amount of the deficiency in the appropriate PefieteneySpot

ProecurementMarket Auction or through post-DefietereySpot PrecurementMarket

Auction Unforced Capacity purchases.
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In the event that an Installed Capacity Supplier sells in the Capability Period
Anetionor monthly Auctions more Unforced Capacity than it is qualified to sell in any
specific month due to a deratingde-rating or other cause, the Installed Capacity Supplier
shall be deemed deficient for that month. To cover this deficiency, the Installed Capacity
Supplier shall purchase sufficient Unforced Capacity in the relevant Monthly Auction or
through Bilateral Transactions, and certify to the ISO consistent with the ISO Procedures
that it has covered such deficiency. If the Installed Capacity Supplier does not cover such
deficiency or if it does not certify to the ISO in a timely manner, the ISO shall
prospectively purchase Unforced Capacity on behalf of that deficient Installed Capacity
Supplier in the appropriate PefieieneySpot PreeurementMarket Auction or through post-
PefieteneySpot PreeurementMarket Auction Unforced Capacity purchases to cover the
deficiency.

In the event that an External Installed Capacity Supplier fails to deliver to the
NYCA the Energy associated with the Unforced Capacity it committed to the NYCA due
to a failure to obtain appropriate transmission service or rights, the External Installed
Capacity Supplier shall be deemed to have been deficient from the last time the External
Installed Capacity Supplier “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 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 Capacity was certified. A deficient External

Installed Capacity Supplier shall be required to pay to the ISO a deficiency charge as set
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forth in Section 5.14.1(a) of this Services Tariff, prorated for the number of hours in the
month that External Installed Capacity Supplier is deficient (i.e., (((deficiency charge +
612 months) + total number of hours in month when deficiency occurred) * number of

hours deficient) * number of MWs deficient).

The ISO shall submit a defieieney-bid, calculated pursuant to Section 5.14.1 of

this Tariff, in the appropriate DefieieneySpot PrecurementMarket Auction on behalf of a

deficient Installed Capacity Supplier as if it were a defietent- LSE. The deficient Installed
Capacity Supplier shall be required to pay to the ISO the Market-Clearing Price of

Unforced Capacity established in that DefieteneySpot PreeurementMarket Auction.

If an Installed Capacity Supplier is found, at any point during a Capability Period,
to have been deficient for that Capability Period, e.g., when the amount of Unforced
Capacity that it supplies is found to be less than the amount it was committed to supply,
the Installed Capacity Supplier shall be retrospectively liable to pay the ISO the monthly
deficiency charge, calculated pursuant to Section 5.14.1 of this Tariff.

Any remaining monies collected by the ISO pursuant to Section 5.14.1 will be
applied as specified in Section 5.14.3.

5.14.3 Application of Deficiency Charges

Any remaining monies collected by the ISO through supplemental supply fees or
deficiency charges pursuant to Section 5.14.1 but not used to procure Unforced Capacity
on behalf of needy LSEs or deficient ESEsInstalled Capacity Suppliers shall be applied
as provided in this Section 5.14.3.

5.14.3(a) General Application of Deficiency Charges
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Except as provided in Section 5.14.3(b)_Still applicable?],
remaining monies will be applied to reduce the Rate Schedule 1 charge in the
following month.

5.14.3(b) Locational Installed Capacity Rebates_[Still applicable?]
(1) New York City

If an Unforced Capacity deficiency exists during the first month of
a Capability Period, the ISO shall rebate, calculated on a monthly basis and to be
paid at the beginning of the month, any remaining unspent deficiency charges
collected for that month for the New York City Locality. The rebate calculated
for the Locality shall be allocated among all LSEs in that Locality in proportion to
their share of the applicable Locational Installed Capacity Requirement. Rebates
shall include interest accrued between the time payments were collected and the
time that rebates are paid.

If during the second through six months of a Capability Period, an
Unforced Capacity deficiency exists in the New York City Locality, the ISO shall
rebate, calculated on a monthly basis and to be paid at the beginning of each
month, any remaining unspent deficiency charges collected for that month for the
New York City Locality to Load-gaining LSEs. The rebate shall be such that the
price paid for such Unforced Capacity is no lower than the weighted average
aggregate purchase price paid for those months in the Capability Period auction,

the first Monthly Auction, the first BefieteneySpot PrecurementMarket Auction

and any deficiency charges collected. Rebates shall include interest accrued

between the time payments were collected and the time that rebates are paid. To
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the extent there is money left over after such rebates, it shall be allocated among
all LSEs in that Locality in proportion to their share of the applicable Locational
Installed Capacity Requirement.

The temporary rebates described in this Section 5.14.3(b)(i) shall
terminate when an Unforced Capacity surplus is forecasted at the beginning of
each of two consecutive Summer Capability Periods in the New York City
Locality. To the extent there is money left over after such rebates, it shall be
distributed in accordance with Section 5.15.

(i1))  Long Island

If an Unforced Capacity deficiency exists during any month of a
Capability Period in the Long Island Locality, the ISO shall rebate, calculated on
a monthly basis and to be paid at the beginning of each month, any remaining
unspent deficiency charges collected for that month for the Locality. The rebate
calculated for the Locality shall be allocated among all LSEs in that Locality in
proportion to their share of the applicable Location Installed Capacity
Requirement. Rebates shall include interest accrued between the time payments
were collected and the time that rebates are paid. The temporary rebates
described in this Section 5.14.3(b)(ii) shall terminate when an Unforced Capacity
surplus is forecasted at the beginning of each of two consecutive Summer
Capability Periods in the Long Island Locality. To the extent there is money left

over after such rebates, it shall be distributed in accordance with Section 5.15.

5.15 Payment and Allocation of Installed Capacity Auction Rebates
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The ISO shall rebate to all LSEs with Locational Installed Capacity Requirements in the
New York City Locality any Excess Amount that remains after the completion of an auction.
Such rebates shall be allocated among all New York City LSEs in proportion to their share of the
Locational New York City Installed Capacity Requirement, regardless of whether they actually
took part in the first phase of the relevant auction. The ISO shall allocate such rebates among
In-City LSEs on a monthly basis. Rebates shall include interest accrued between the time they

were collected and the time that they are paid.
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