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1.0 Introduction

The New York Independent System Operator’'s Ingtaled Capacity manud (the “Manua’)
contains the procedures that will be followed by the New Y ork Independent System Operator
(the “1S0O") and its Customers with regard to the Ingtaled Capacity markets and auctions
adminigtered by the SO pursuant to the 1ISO Services Tariff. The Installed Capacity Market
provisions are discussed generally at Sections 5.9 through 5.16 of the 1SO Services Tariff that
was filed a FERC on February 1, 2000, and amended thereafter by subsequent filings with the
FERC. FERC accepted the February 1, 2000 filing on March 29, 2000 in Order ER00-1483-
000. Sections 5.9 through 5.16 were continued through the 2001 Summer Capability Period,
pursuant to the ISO’ s February 9, 2001 filing with the FERC.

Sarting with the 2001-2002 Winter Cgpability Period, the ISO will implement a “permanent”
Ingtalled Capacity market design in the NYCA. The framework of the permanent market
design is amilar to the “trangtiona market design” in place since the 2000 Summer Capability
Period. In two respects, however, it differs from it sgnificantly. Fird, the length of the
Obligation Procurement Period under the permanent market design will be reduced from six (6)
months to one (1) month. LSEs will have to procure sufficient Capacity on a monthly basis.
Smilarly, Ingaled Capacity Suppliers will be rated and qudified on a monthly basis as well.
Installed Capacity Suppliers and LSEs remain free to buy and sell Unforced Capacity for
periods longer than a month, and the 1SO will continue to administer Capability Period (strip)
Auctions.

Second, the 1SO will use an Unforced Capacity methodology starting November 2001 to
determine the amount of Capacity that each Resource is qualified to supply to the NYCA, and
to determine the Capecity requirements of LSEs. The Unforced Capacity methodology
estimates the probability that a Resource is available to serve Load, taking into account forced
outages. Section 2.194a of the SO Services Tariff defines Unforced Capacity as follows:

The measure by which Ingaled Capacity Suppliers will be rated, in
accordance with formulae st forth in the ISO Procedures, to quantify
the extent of their contribution to satisfy the NY CA Ingtalled Capacity
Requirement, and which will be used to measure the portion of that
NYCA Ingdled Capacity Requirement for which each LSE is
responsible.

While the ISO uses an Unforced Capacity methodology, this Manud and the 1SO Services
Tariff refer to the term “Ingtalled Capacity” to describe the market as opposed to the product.
For example, the 1SO administers “Ingtaled Capacity auctions’ where “Ingaled Capacity
Suppliers’ offer “Unforced Capecity” that In-City LSESs will purchase to meet their “Locationd
Installed Capacity Requirements.”

NYISO Installed Capacity Manual 1-1
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Every Capability Year, the 1ISO will trandate the NY CA Ingtaled Capacity Requirement into a
NY CA Unforced Capacity Requirement (see sections 2.5 and 3.2 of this Manud). From the
NY CA Unforced Capacity Requirement, the ISO will then calculate and establish each LSE's
“Unforced Capacity requirement.” On the supply sde, the ISO will compile twelve-month
rolling averages of Operating Data that it will use to determine the amount of Unforced Capacity
that each Ingtalled Capacity Supplier is quaified to supply to the NYCA (see section 4.5.1 of
this Manual). Thus, Market Participants will transact Unforced Capecity in Instdled Capacity
auctions and Bilaterd Transactions starting with the 2001-2002 Winter Capability Period.

Capitdized terms used in this Manud shdl have the same meaning as prescribed in the 1SO
Services Tariff, unless otherwise defined, excepted, or noted in this Manudl.

NYISO Installed Capacity Manual 1-2
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2.0 Overview of Installed Capacity
Planning and Procurement Process

This section contains overviews of:

The Mgor Elements of New York's Ingtdled Capacity Planning and Procurement
Process,

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

The NYCA Ingalled Capacity Requirement, Locationd Ingtalled Capacity Requirements
within the NYCA, and limitations on Unforced Capacity from Externa Control Aress,
and

The NY CA Unforced Capacity Requirement.

The SO Sarvices Tariff references for this section of the Manua are Sections 5.10 and 5.11.

2.1 Overview

The New York State Rdliability Council (NY SRC) sets the Intdled Reserve Margin and
the 1SO determines the NYCA Ingtaled Capacity Requirement in accordance with the
criteria and standards of the Northeast Power Coordinating Council (NPCC) and the
New Y ork Public Service Commission (NY PSC).

The 1SO converts the NYCA Ingtaled Capacity Requirement into a NYCA Unforced
Capacity Requirement.

The 1SO determines Locationd Installed Capacity Requirements and converts them into
Unforced Capacity terms.  Initidly these are determined in accordance with the retall
access agreements or the corporate restructuring agreements of New York’s utilities
sarving Load in these aress.

The 1SO assgns Unforced Capacity Requirements, including Locationa Ingtaled
Capacity Reguirements, to LSEs on a Transmisson Didrict bass.

The SO establishes, with the collaboration and assent of Market Participants, standards,
qudifications and requirements that will apply to Transmisson Owners, LSES and
Installed Capacity Suppliersthat are Internal and Externd to the NY CA.

NYISO Installed Capacity Manual 2-1
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- The 1SO determines the amount of Unforced Capacity that Installed Capacity Suppliers
may supply within the NY CA based upon these standards and qudlifications.

- The ISO determines the amount of Unforced Capacity that may be supplied by
Resources that are Externa to the NY CA, as specified in Section 2.7 of this Manud.

- The 1SO conducts regularly scheduled Unforced Capacity auctions before and during
each Capability Period.

- LSEs procure adequate Unforced Capacity from Instaled Capacity Suppliers, either
bilateraly or through | SO-administered auctions, to meet their requirements.

- The 1SO monitors the compliance of LSEs and Ingtalled Capacity Suppliers with the rules
and procedures st forth in the ISO Services Taiff and in this Manud and has the
authority to impose sanctions on, or submit deficiency bids on behdf of, any entity that
fals to comply with these rules and procedures.

2.2 Timeline

A detalled timeline for the current and the upcoming Capability Period is gppended to this
Manud as Attachment A. Throughout the text of this Manud, there are references to events
that will occur on non-specific dates (e.g., “early in the month”). The specific dates for the
current and the upcoming Capability Period are found in Attachment A.

2.3 The NYCA Installed Reserve Margin

The NYCA Indaled Reserve Margin is established annudly by the New York State Reliability
Council and is based on the NPCC standard for Resource adequacy (“NPCC Resource
Adequacy Standard”). Resource adequacy exists in New York State when the probability of
disconnecting firm Load due to a Resource deficiency (Loss of Load Expectancy, or “LOLE")
will be, on the average, no more than once in ten years after due dlowance for:

-  Scheduled and forced outages and scheduled and forced deratings;
-  Assgance over interconnections with neighboring Control Areas and regions,; and
- Capacity and/or Load relief from available operating procedures.

The 1SO uses a base modd of the NY CA eectric power system and its interconnections with
neighboring control areas to perform this andysisfor the NY SRC.

NYISO Installed Capacity Manual 22
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2.4 The NYCA Installed Capacity
Requirement

The ISO cdculates the NY CA Ingtdled Capacity Requirement in megawatts for the Capability
Year as the product of the forecasted NY CA peak Load and one plus the NY SRC Installed
Reserve Margin.  In deriving the Load forecadt, the 1SO uses the procedures in the Load
Forecasting Manual.

2.5 The NYCA Unforced Capacity
Requirement

The 1SO cdculates the NYCA Unforced Capacity Requirement by multiplying the NYCA
Installed Capacity Requirement by the quantity one (1) minus the average forced outage rate for
the NY CA based on the data used to determine the Installed Reserve Margin by the New Y ork
State Reliability Coundil.

2.6 Locational Installed Capacity
Requirements

Due to transmisson limitations into certain areas within the NY CA, LSES sarving Load in these
areas must procure a percentage of their tota Unforced Capacity requirement from Ingtaled
Capacity Suppliers dectricaly located within the consirained areas. Currently, there are two
aress, cdled Locdlities, within the NYCA where Locationd Ingtdled Capacity Requirements
are imposed. These are the New York City and the Long Idand Zones. The Locationd
Ingtdled Capacity Requirements gpplicable to these zones were established by rulings of the
NYPSC and the Long Idand Power Authority.

Starting with the 2001-2002 Winter Capability Period, the ISO converts the locationd Installed
Capacity Requirements of LSEs by the quantity one (1) minus the average forced outage rate
for the rdlevant locality based on the data used to determine the Ingtalled Reserve Margin by the
New York State Rdiability Council.

For the purpose of specifying Locationa Ingtalled Capacity Requirements, the remainder of the
NYCA is grouped together as “All other NYCA Zones” Locationa Ingtalled Capacity
Requirements are shown in Attachment B. Maps of the NYCA Transmisson Didtricts and
NY CA Zones can be found in Attachment C. Locdities that are subject to 1SO Services Tariff
restrictions are also noted in Attachment C.

NYISO Installed Capacity Manual 23
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2.7 Limitations on Unforced Capacity
from External Control Areas

The amounts of Unforced Capacity that can be supplied by Resources outside the NYCA are
condrained by two factors. The fird is the requirement in Section 5.12.2 of the 1SO Services
Taiff that an Externd Ingaled Capacity Supplier must:

- Demondrate that the Energy equivalent of Unforced Capacity is deliverable to the NY CA
and will not be recalled or curtailed to satisfy the Load of the Externd Control Areg; or

- Demongtrate that the External Control Areain which it islocated will afford NY CA Load
the same curtailment priority that it affords its own Control Area Native Load.

Only neighboring Control Areas that meet one of these criteria will be included in the modeling
described in Section 2.7 of thisManudl.

The second congraint results from transmisson limitations. The 1SO will determine the amount
of Unforced Capacity that may be supplied from Resources Externd to the NYCA while
meeting the NPCC Resource Adequacy Standard described in Section 2.3. Starting with the
forecast Loads for the upcoming Capability Year, known Cgpacity within the NYCA,
grandfathered Externa Indaled Capacity and accounting for a variety of assumptions and
uncertainties in consultation with the NYSRC, a NYCA Inddled Reserve Margin will be
determined. Once the NYCA Ingdled Reserve Margin is established, the ISO will determine
thetotad NY CA Ingaled Capacity Requirement.

The maximum Unforced Capacity that may be supplied by each qudified neighboring Control
Areais determined as part of the process described in the paragraph above. Thisis achieved
by varying upstate NYCA Unforced Capacity with Externa Unforced Capacity from each
adjacent Control Areawithout increasing the Loss of Load Expectancy (“LOLE”) above that of
the base case. In subsequent smulations, an Unforced Capacity import amount from each
Control Area is determined. To determine the smultaneous maximum Externa Unforced
Capacity that may be procured from dl neighboring Control Aress, the tota of the maximum
Externa Unforced Capacity determined above, for each neighboring Control Ares, is reduced
in direct proportion until the LOLE matches that of the base case.

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

The dlocation of Ingtaled Capacity rights associated with transmisson expansonsis not
addressed at thistime.

NYISO Installed Capacity Manual 2-4
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3.0 Unforced Capacity Requirements
of Load Serving Entities

This section contains information and procedures related to:

- Cdculating the NY CA Ingtdled Cgpacity Requirement
-  Cdculaing the NYCA Unforced Capacity Requirement
- The Transmission Didtrict Ingdled Capacity requirements

- Edtablishing an LSE's Unforced Capacity requirement for an Obligation Procurement
Period

- Cusgtomer-switching

- Procedures for caculating Locationd Installed Capacity Requirements of LSES
- Grandfathered Externd Installed Capacity Resources

-  The Capacity adjusiment for firm Capacity sales by NYPA

The 1SO Services Tariff references for this section of the Ingaled Capacity Manud are Section
5.10 and 5.11.

3.1 The Calculation of the NYCA Installed
Capacity Requirement

The 1SO cdculates the NY CA Ingtaled Capacity Requirement in megawaits for the Capability
Year as the product of the forecast NYCA peak Load and one plus the NYSRC Ingtalled
Reserve Margin.

For detailed Load forecasting methodology, refer to the ISO Load Forecasting Manud.

3.2 The Calculation of the NYCA
Unforced Capacity Requirement

The ISO calculates the NY CA Unforced Capacity Requirement as described in Section 2.5 of
this Manud.

NYISO Installed Capacity Manual 3-1
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3.3 Transmission District Unforced
Capacity Requirements

The Unforced Capacity requirement for each Transmission Didrict will be caculated as the
product of the NYCA Unforced Capacity Requirement and the ratio of Transmission Digtrict’'s
forecast pesk Load to the sum of the forecast pesk Loads for dl Transmisson Didtricts. In
equation form:

UCR. = UCRwea* OIPL:/ & OIPLs

siT

Where:

UCR = Unforced Capacity requirement for a Transmission Didtrict t;

UCRwca=  Unforced Capacity requirement for the NY CA,;

OIPL; = Forecast Capability Y ear One-Hour independent Peak Load for TD t;
T= the st of dl Transmisson Didtricts,
OIPLs = Forecast Capability Y ear One-Hour independent Peak Load for TD

s withinset T.

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

Every month, each LSE mugt procure sufficient Unforced Capacity to meet its Unforced
Capacity requirement for the following Obligation Procurement Period. The 1SO will caculate
the Unforced Capacity requirement of each LSE in two steps prior to the first day of the
Summer Capability Period. The 1SO will first caculate an initia Unforced Capacity requirement
and provide it to each LSE in March for the Summer Capability Period, which reflects verified
customer-switching through the end of February. The ISO will perform a second cdculation in
early April, when the 1SO provides each LSE with its binding Summer May 1 Capability Period
Unforced Capacity requirement. The second calculation, adjusted every month theresfter to
reflect customer-switching, is binding with regard to the LSE's obligation to procure Unforced
Capeacity for each Obligation Procurement Period of that Capability Year.

NYISO Installed Capacity Manual 3-2
Sec. 3.0: Installed Capacity Requirements of Loading Serving Entities



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

The Unforced Capacity requirement for each LSE will be caculated separately for each
Transmisson Didrict in which it serves Load. The requirement is based upon the LSE's
contribution to each Transmisson Didtrict’s forecast peak based on actud contributions to the
Transmission Digtrict’s peak Load for the prior calendar year. Where an LSE serves end-use
partia requirement customers (i.e. customers for whom the LSE provides service up to a
specified amount), the portion of the LSE’s contribution to the peak attributable to such partia
requirement customers shal be equal to the lesser of their actua contribution to the peak or the
contract demands of such partid requirement customers, if fully utilized, a the time of the
Transmisson Digtrict’s pesk.

The precise formulation of the requirement is asfollows:

UCRx« = UCR:* CPDx,+/ OIPL:

where:
UCR:= Unforced Capacity requirement for LSE x within TD t;
UCR = Unforced Capacity requirement for Transmission Didtrict t;
CPDy; = Forecasted contribution to peak demand in Transmisson Didtrict t
for LSE x, as defined further below; and
OIPL; = Forecast Capability Y ear One-Hour independent Y ear Peak Load

for TD t.

The forecasted contribution to peak demand of each LSE x within each Transmisson Didtrict t
is caculated according to the following equation:

CPDxt=GFt & HPDct+ & min(PRCA:.t,GFHPD:1) + & max(GFHPDe.t- PRCA::0),

d FRCx.t cl PRCxt d SRCx.t
where:

GF; = the growth factor gpplied to each Load in Transmission Didtrict t to determine the
Installed Capacity requirement for LSES serving that Load, equa to

OIPL:/ & HPD.:;
FRC, ; = st of full-requirement customers of LSE X in Transmission Didtrict t;

HPD,; = demand by customer ¢ in Transmission Didtrict t during the Pesk Demand
hour for Tranamission Didrict t of the last caendar yeer;

PRC,; = set of end use partia-requirement customers of LSE x in Transmission Didtrict
t;
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PRCA; = the maximum contractua purchase in Transmisson Didrict t by an end use
partia requirements customer ¢; and

SRC, + = st of supplementd-requirements customers of LSE x in Transmisson Didtrict
t.

Each month, LSEs must submit completed Ingtdled Capacity certification forms to the 1SO
demondtrating that they have obtained sufficient Unforced Capacity for the upcoming Obligation
Procurement Period. The certification forms shdl, & a minimum, require LSES to: (i) designate
the total amount of Unforced Capacity they have procured; (ii) specify how much Unforced
Capacity is associated with Ingtalled Capacity Suppliers located in each 1SO defined Locdity,
the remainder of the NYCA and each Externd Control Area; and (iii) identify any Ingtdled
Capacity Supplier from which they have procured Unforced Capacity pursuant to Bilatera
Transactions. Specific dates are provided in Attachment A.

In addition, the 1SO will make available to LSEs “Ingaled Capacity natification forms’ for the
remaining Obligation Procurement Periods of the Capability Period. The purpose of the
Ingtdled Capacity natification forms is to hep the ISO in its Inddled Capacity planning and
reliability assessments. The format of the Ingtaled Capacity notification forms will be smilar to
the Ingtalled Capacity certification forms.  Submisson of the Indaled Capecity notification
formsto the SO isvoluntary.

3.5 Customer-Switching

Each year (dl dates are defined in Appendix A), Transmisson Owners shdl submit an initid
forecast with supporting data, which will reflect verified customer-switching that occurred during
the prior caendar year. In addition to the initid forecasts and data submitted to the 1SO, the
Transmisson Owner must provide documentation, in email form of copies of notification letters,
that each affected L SE has been provided data regarding the load changes assigned to it.

Each Transmisson Owner shdl aso submit to the ISO aggregate pesk Load data, coincident
with the Transmisson Didrict pesk, for dl customers sarved by each LSE within its
Transmission Didtrict, excluding those served by the municipa dectric systems (see Attachment
A). This data shal reflect verified customer-switching through December 31 of the previous
year and may be derived from direct meters or Load profiles of customers served. This
information shal aso be submitted to each L SE affected by the customer-switching.

Based on documented customer-switching adjustments through the end of February, the ISO
shdl caculate apreiminary Unforced Capacity requirement for each LSE. The 1SO will provide
each LSE with its prdiminary Unforced Capacity requirement estimate. The 1SO will notify each
LSE of its find Unforced Capacity requirement for each year, which shal reflect documented
L oad-shifts as of April 1¥ that are scheduled to occur before May 1%. In the event of a dispute
as of April 10" regarding a Transmission Owner’s forecast, the 1SO shal nevertheless establish
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each LSE'sfind Unforced Capacity requirement, subject to possible adjustments required from
aresolution of the dispute.

The Transmisson Owners will update the ISO and the affected L SES every month concerning
customer-switching. Each Transmission Owner will provide the updated aggregated L SE Loads
to the ISO and each LSE serving Load in the Transmisson Didtrict within the first seven (7)
caendar days of each month. Each update will reflect customer-switching through the end of the
prior month. [THE NYISO STAFF WOULD LIKE TO DISCUSS WITH THE
MEMBERS OF THE ICAPWG WHETHER AND HOW THIS REQUIREMENT
APPLICABLE TO TOs COULD BE ADJUSTED. FOR EXAMPLE, TOs COULD
SUBMIT THEIR UPDATED LSE LOADSTO THE ISO UNTIL AT LEAST FIVE (5)
BUSINESS DAYS BEFORE THE I1SO INFORMS THE LSES OF THEIR UCAP
REQUIREMENT FOR THE FOLLOWING OBLIGATION PROCUREMENT
PERIOD.]

Based on customer-switching, the 1SO will make monthly adjustments to each LSE’s Unforced
Capecity requirement for the following month to reflect an individua LSE's gain and loss of
Load. The adjusment will be made in such a way as to keep the tota Ingtalled Capacity
requirement for the Transmisson Didrict constant. Each update will reflect scheduled
customer-switching through the end of that month based on customer-switching documented as
of the end of the prior month.

See the Cgpability Period Timeline in Attachment A for details concerning the schedule of
updates and notification requirements related to monthly customer-switching.

3.5.1 Assignment of Installed Capacity Obligation for a New
Customer in a Transmission District

A new customer will be defined as any entity with a new service connection for which the
Trangmisson Owner cannot identify the entity’s contribution to the relevant prior peak period.
The Ingtaled Capacity requirements related to new customers are estimated by Transmisson
Owners and are reflected in the Load growth assumptions of the Capability Year forecasts
provided by the Transmisson Owners and approved by the ISO. Load growth assumptions
typicaly include a component for new customers and a component for existing customers.

All Load growth will initidly be included in the Ingtaled Capacity obligation of LSES in that
Trangmisson Didrict. There are two different methods that shal be used to adjust the Ingtdled
Capacity obligations of LSEs serving Load in that Transmission Didrict when new Loads enter
that Transmisson Didtrict.

-  Totheextent that a Transmisson Owner has the ability to assign an estimated pesk Load
coincident with the TD peak Load to a new customer in its Transmisson Didtrict, it shdl
be permitted to do so. The LSE sarving that new customer shal assume the Instdled
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Capacity obligation. The Ingtdled Capacity obligation of each LSE serving Load within
that Transmisson Didrict shal then be reduced by its share of the new customer’s tota
Ingtaled Capacity obligation which is assumed by the L SE serving that new customer.

- In the absence of adirect assgnment mechanism, the Installed Capacity obligation of each
L SE serving Load within that Transmisson Digtrict will not be normalized.

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

- The rlevant Trangmisson Owner shdl notify the ISO and the rdevant LSE of the new
customer’s Load based on its estimated pesak Load coincident with the TD pesk Load.

«  ThelSO shdl normdize the Unforced Capacity requirements of al LSES serving Load in
the Transmisson Didlrict at the time of the new customer’ s assgnment to the rlevant LSE
such that the totd Ingtaled Capacity requirement for the Transmission Didrict remans
constant.

If a dispute occurs concerning the assgnment of Ingtaled Capacity obligations related to new
customers, it will be handled according to Section 3.5.4 of this Manud. If the direct assgnment
of the Ingaled Cgpacity obligation for a new customer takes place within the Obligation
Procurement Period, the LSE with the new customer obligation shal be required to have
aufficient Unforced Capacity to cover that assgnment on a prospective bagis for the duration of
the Obligation Procurement Period on the firgt day of the month after the first monthly auction
following the assgnment.

3.5.2 Load Lost due to Departing Customers
To account for Load lost when a customer leaves New Y ork State, the 1SO will:

- Reduce the Unforced Capacity requirement of the Load-loang LSE within the
Trangmission Didtrict.

- Reieve the LSE respongble for the Ingalled Capacity obligation of the departing
customer of that obligation. The LSE may sdll any excess Unforced Capacity. In order
for the Load-losng LSE to be relieved of this obligation, the Transmisson Owner must
notify the 1SO of the customer's departure, by providing adequate supporting
documentation that it has left New York State. (For example, ether a counter-sgned
letter between the Transmisson Owner and the departing customer, or documentation
that the departing customer has requested service disconnection would meet this
requirement.)

- Normdize the Unforced Capacity requirements of dl LSEs sarving Load in the
Trangmisson Didrict a the time (including the LoadHlodng LSE) in the rdevant
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Trangmisson Didrict such that the totd Ingdled Capecity requirement for the
Transmisson Didrict remains congtant.

Within 2 busness days, the 1SO will notify the LSE that () it has either been relieved of the
Installed Capacity obligation of the departing customer, or (b) the notification and supporting
documentation is deemed inadequate, in which case the LSE mugt continue to carry the
Unforced Capacity associated with the departing customer until such time as it has satisfied the
ISO's documentation requirement. When informing an LSE that its documentation is
inadequate, the 1SO will provide guidance as to how the documentation could be made
acceptable.

3.5.3 Financial Arrangements to Cover Customer Switching

If a customer switches LSEs or if LSE Load is normalized pursuant to Section 35.1 of this
Manud, the following financid arangements will be executed. Refer to Section 5 of this
Manud for details concerning the monthly Ingtaled Capacity auctions referred to below. Also
refer to Section 5.11.3 of the ISO Services Tariff.

- The customer-gaining LSE will financidly cover the Unforced Capacity associated with its
new customer by paying the cusomer-losing LSE for each day that the customer-gaining
LSE sarves that new customer, until the first day of the next month after the next regular
Monthly Auction, a& which time the Unforced Capacity requirement of each LSE will
reflect the switch.

- The 1SO will use the monthly Ingdled Capacity billing cycle to hill the cusomer-gaining
LSE, for the period referred to directly above, in the same month as the auction referred
to directly above.

- The rate that will be used to cdculate this financid exchange will be the monthly clearing
price established at the most recent previous Monthly Auction, pro-rated on adaily basis.
If the most recent previous Monthly Auction did not clear, the rate that will be used will
be the clearing price of the Capability Period Auction divided by sx to determine a
monthly average clearing price, and then prorated on a daily basis for the number of days
in the month.

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

3.5.4 Disputes Related to Customer Switching
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Any disputes among Market Participants concerning customer-switching shdl be resolved either
by the ISO Expedited Dispute Resolution Procedures (as set forth in Section 5.16 of the 1ISO
Services Taiff), or the relevant Transmission Owner’ s retail access procedures, as gpplicable.

If a dispute occurs, the 1SO will make its monthly Unforced Capacity adjustments as if the
Load-shift had occurred as reported by the Transmisson Owner and will retroactively modify
these adjustments based on the outcome of the applicable Dispute Resolution Process, if

necessary.

3.6 Procedures for Calculating the
Locational Installed Capacity
Requirements of LSEs

3.6.1 Minimum Requirements for LSEs Serving Loads within
Localities

L SEs serving Loads within Locdlities will be required to obtain a certain percentage of their total
Unforced Capacity from Ingalled Capacity Suppliers located in that Locdity. The Locationd
Ingtaled Capacity Requirement for an LSE within aLocality will be calculated as follows:

LUCAP, » =UCRx, p* (LPp* PKp) /UCRy

where:

LUCAP, , = the Locational Unforced Capacity Requirement for LSE x for Locality
P

UCR«p = the Unforced Capacity requirement for LSE x for Locdity p (whichis
caculaed by subgtituting the Locdity p for the Transmission Didrict t in
the equations in Section 3.4);

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

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

UCR, = Unforced Capacity requirement for dl Load in Locdlity p (whichis
caculated by subgtituting the Locdity p for the Transmission Didrict t in
the equationsin Section 3.3).
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3.7 Grandfathered External Installed
Capacity Resources

The 1SO will make adjustments to the adlocations of Externa Capacity rights to LSES to ensure
that al LSEs holding rights to grandfathered Externa Ingtalled Capacity Resources will be able
to access these Resources to satisfy their Unforced Capacity requirement.

3.8 Capacity Adjustment for Firm
Capacity Sales by NYPA

[THE ICAPWG AND THE NYISO STAFF RECOMMENDED TO REMOVE THE
FOLLOWING PARAGRAPHSIN THE FINAL (STAGE 2) ICAP MANUAL BUT TO
KEEP THEM HERE UNTIL NYPA AND THE APPROPRIATE ENTITIES REACH
AN AGREEMENT ]

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

Demonstrated Net Plant Capability
Sum of all firm Capacity Sales from Plant

Adjustment Factor by plant = ICAFpiant =

These adjustment factors cannot exceed one plus the LSE's determined Installed
Capacity Reserve Margin Requirement. Once the Adjustment Factors are obtained, the
Adjusted Installed Capacity from NYPA plantsis calculated as.

Adjusted 1Cnvea = & (ICAFan * 1Cpian)

Where:

Adjusted | Cnypa = The amount that the purchasers of firm capacity and NYPA use
in their Installed Capacity calculations.

|CAFpant = NYPA adjustment factor applied to the contractual amount from
plant.

ICpiant = The contractual Capacity amount purchased from plant.
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Plant = Niagara, . Lawrence, or Fitzpatrick.

The I1SO will use this adjustment factor to determine whether an LSE purchasing from
these NYPA Resources has procured sufficient Unforced Capacity to meet its Unforced
Capacity requirement.
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4.0 Installed Capacity Requirements
Applicable to Installed Capacity
Suppliers

4.1 Overview

Resources mugt follow certain procedures and provide pertinent information to the 1SO in order
to qualify as Ingtdled Capacity Suppliers. The requirements necessary to qudify as an Ingtdled
Capacity Supplier can be found in Sections 4.2 and 4.3 below, and include DMNC testing and
mai ntenance schedule reporting.

After completing the procedures listed above, Resources which have qudified as Ingaled
Capacity Suppliers mugt fulfill certain requirements provided by the 1SO in order to retain al of
the privileges to which an Ingdled Capacity Supplier is entitted. These requirements are
provided in detal in Sections 4.4 through 4.8 bdow. The reguirements include reporting
Operating Data; planned maintenance and forced outage natification requirements; the filing of
monthly Ingaled Capacity certification forms, and bidding, scheduling, and notification
responshilities.

Certain Ingtalled Capacity Suppliers must fulfill dternative requirements provided by the 1ISO in
addition to or in place of the requirements found in Sections 4.2 through 4.8. These dternative
or additional requirements can be found in Sections 4.9 through 4.14. Each of these sections
address a different individua Resource.

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

Resources may be physicdly located in the NY CA, or in an Externd Control Areawhich meets
the recdl and Curtailment requirements and the locationa limitations specified in Sections 2.6
and 2.7 of thisManual.

4.2 DMNC Test Procedures (Section
5.12.8 ISO Services Tariff)

Potentid Ingtalled Capacity Suppliers must peform DMNC tests in accordance with the
procedures described below (unless exempt in accordance with the provisions of Section 4.4.3
of this Manua), and provide the ISO with the required documentation of those tedts.
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Alternatively, potentia Installed Capacity Suppliers, with the exception of new Resources, may
use higtorical production data for the immediately preceding like Capability Period, no more
than twelve months old, in lieu of DMNC test data

An Ingtaled Capacity Supplier offering to supply Unforced Capecity as a System Resource
must submit DMNC test data, or historica production data, for each Generator that it seeksto
agoregate. Interruptible Load Resources must provide evidence of a one hour disconnection
period |ess than one year old.

Beginning with the Winter 2000-2001 Capability Period, find DMNC Test results (see
Attachment D) must be tranamitted to the 1SO not later than sixty days following the end of the
test period.

4.2.1 DMNC Test Periods

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

New Resources may be qudified a any time during a Capability Y ear based on the results of an
appropriate demondtration test or production data. New Resources may temperature-adjust
the results of the appropriate demonstration test or production data, using the procedures noted
in Attachment D to this Manual. In order to qualify as an Ingtaled Capacity Supplier for any
month, a new Resource must submit test results a least five (5) business days before any
auction in which it wants to participate, but no later than five (5) business days before the date
by which LSEs must certify that they have procured sufficient Unforced Capacity for the
following Obligation Procurement Period. A new Resource must submit the appropriate
demondtration test or production data results by March 24 of each year in which it would like to
qudify as an Ingtdled Capacity Supplier for a Summer Capability Period drip auction and by
September 24 if it would like to qualify as an Instaled Capacity Supplier for a Winter Capability
Period strip auction.

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

The 1SO shdl inform each potentid Ingtalled Capacity Supplier that is required to submit
DMNC data of 1SO-documented DMNC ratings for the Summer Capability Period in
February, and for the Winter Capability Period in August (See Attachment A).

4.2.2 Resource Specific Test Conditions
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The Resources listed below must meet the applicable DMNC test conditions specified below in
order to be quaified as Ingtalled Capacity Suppliers. Resources must also report DMNC test
results to the 1SO using the appropriate form in Attachment D.

Fossil Fuel and Nuclear Stations
Vdid DMNCsfor foss| fud or nuclear steam units are determined by the following:

a. The unit's sustained maximum net output averaged over a four consecutive hour
period.

b. For common-header turbine-generators, the DMNC is determined on a group
basis. Each such turbine-generator is assigned arating by distributing the combined

cgpacity among them.

c. The sum of the DMNC of individua turbine-generators in a generating station
cannot be greater than the DMNC of the whole station.

Hydro Stations
Vdid DMNCsfor hydro units are determined by the following:

a The sustained net output averaged over a four consecutive hour period using
average dream flow and/or dtorage conditions within machine discharge

capacity.

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

C. The sum of the DMNC of individud units in a multi-unit hydro station cannot be
greater than the DMNC of the whole station.
Internal Combustion Units and Combustion Turbines

Vaid DMNCs for interna combustion units and combustion turbines are determined by
the fallowing:

a. The sustained maximum net output for a one hour period.

b. The unit's winter DMNC rating is determined on the basis of the average ambient
and cooling sysem temperaiure experienced a the time of the Transmisson
Didtrict’ swinter pesk during the previous four Winter Capability Periods.
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The unit's summer DMNC is determined on the basis of the average ambient and
cooling system temperature experienced at the time of the Transmisson Didtrict's
summer peak during the previous four Summer Capability Periods.

Combined Cycle Stations

Vaid DMNCsfor combined cycle stations are determined by the following:

a. The sustained maximum net output over four consecutive hours.

b.

A combined cycle gation’s winter DMNC rating is determined on the basis of the
average ambient and cooling system temperature experienced a the time of the
Transmisson Didrict's winter pesk during the previous four Winter Capability
Periods.

A combined cycdle gtation’s summer DMNC rating is determined on the basis of the
average ambient and cooling system temperature experienced a the time of the
Transmisson Didrict’s summer pesk during the previous four Summer Capability
Periods.

Intermittent, Energy Limited, Other Stations

Vaid DMNCsfor other units are determined by the following:

a.

b.

The sustained maximum net output averaged over afour consecutive hour period.

For amulti-unit sation, the DMNC is determined as a group and each unit in such a
dation is assgned arating by didributing the combined station DMNC among them.

The sum of the DMNCs of individud units in a multi-unit station cannot be grester
than the DMNC of the whole station.

Vaid DMNCs for Intermittent Power Resources may also be determined by the
Intermittent Power Resources unit’s nameplate rating provided, however, that the 1SO
shall have the authority to review Intermittent Power Resources production data.

4.2.3 Treatment of Station Service Load

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

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

In the event of disagreement concerning the station service Load for fadilities that fdl into the
later category, the reevant Transmisson Owners will provide to the 1SO any information
avalable to it which rates to the configuration of the Resource and its Sation service Load. If
the disagreement concerning the dation service Load is not resolved by the additiond
information the Transmisson Owners provide, the 1SO Expedited Dispute Resolution
Procedures (as st forth in Section 5.16 of the ISO Services Tariff) shdl be used to determine
the station service Load in dispute.

4.2.4 Required DMNC Generating Capability Test Data

An entity that wants to establish a DMNC rating for its Resources must complete and report the
test results for each of its Resources by sending the appropriate form provided in Attachment D
to the 1SO. Thetest reportsinclude:

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

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

3. For steam units, test conditions as listed below (see dso Attachment D):
- Over pressure
- Top feed water heater O/S.

4.3 Maintenance Scheduling
Requirements (Section 5.12.3 ISO
Services Tariff)

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

1.  Submit a confidentid notification to the ISO of proposed outage schedules for the next
two calendar years by September 1st of the current calendar yesr.
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If Operating Reserve deficiencies are projected to occur in certain weeks for the
upcoming calendar year, based upon the ISO’s reliability assessment, Resources may be
requested to voluntarily reschedule planned maintenance.

The ISO will provide the Resource with aternative acceptable times for the rescheduled
mai ntenance.

If the Resource is a Generator that qudifies as an Ingtalled Capacity Supplier that does
not voluntarily re-schedule its planned maintenance within the aternative acceptable times
provided by the 1SO, the 1SO will invoke mandatory re-scheduling using the procedures
prescribed in the 1SO Outage Scheduling Manual.

A Resource that did not quaify as an Ingaled Capacity Supplier prior to the Obligation
Procurement Period and that intends to be an Ingalled Capacity Supplier within the
Obligation Procurement Period must provide the 1SO with its proposed outage schedule
for the current Capability Y ear and the following two caendar years, no later than the first
day of the month preceding the month in which it intends to supply Unforced Capacity, so
that it may be subject to the voluntary and mandatory re-scheduling procedures described
above.

An Ingdled Capacity Supplier that refuses the ISO's forced rescheduling of its proposed
outages shdl not qudify as an Ingdled Capacity Supplier for that unit for any month during
which it schedules or conducts an outage.

4.3.1 Interruptible Load Resources

Interruptible Load Resources must comply with the following procedures.

1.

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

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

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

Interruptible Load Resources that qualify as Specid Case Resources are not subject to the
requirements of this Section 4.3.1.
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4.3.2 External System Resources

The 1SO and the External Control Area in which the Externd System Resource is located will
coordinate the maintenance schedules for the interconnections that link these Resources to the
NYCA. Externa System Resources are not subject to the voluntary and mandatory re-
scheduling procedures described above.

4.3.3 Special Case Resources

Specid Case Resources are not subject to maintenance scheduling requirements. However, a
Specid Case Resource must report a change of status that would affect its ability to provide
capacity to the ISO.

4.4 Operating Data Reporting
Requirements (Section 5.12.5 ISO
Services Tariff)

Ingtalled Capacity Suppliers shal submit Operating Data to the ISO every month in accordance
with the following subsections. Ingdled Capacity Suppliers that do not comply with the
following subsections shdl be subject to the sanctions provided in Section 5.12.12 of the ISO
Searvices Taiff.

When an Indalled Capacity Supplier (the “Sdler”) sdls Unforced Capacity to another Ingtaled
Capacity Supplier (the “Purchaser”), such as an Ingtaled Capacity Marketer, the Sdller and the
Purchaser may designate the Purchaser as the entity respongible for fulfilling the obligations and
requirements set forth in Section 4.4 of this Manua. Such desgnation shdl be made in writing
to the 1SO at least five (5) cdendar days before the date by which any of the relevant
obligations or requirements must be fulfilled.

If no desgnation is made to the 1SO, the Sdler shdl be respongble for fulfilling dl the
obligations and requirements set forth in this Section 4.4 of this Manudl.

The Purchasers that are designated pursuant to the preceding paragraph shdl be subject to the
sanctions provided in Section 5.12.12 of the ISO Services Tariff asif they were a Sdler.

4.4.1 Generators

Generators shall submit to the 1ISO GADS Data or data equivalent to GADS Data in
accordance with the 82-character fixed format provided in Attachment K of this Manual.
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[THE NYISO REMOVED THE APRIL 20, 2001 OPERATING DATA REPORTING
REQUIREMENT IN SECTIONS 4.4.1 THROUGH 4.4.8 BECAUSE THIS (STAGE
2) ICAP MANUAL WILL BECOME EFFECTIVE AFTER APRIL 20, 2001. THE
APRIL 20, 2001 REQUIREMENT IS INCLUDED IN THE STAGE 1A ICAP
MANUAL AND WILL BE BINDING ON ALL RESOURCES WHEN THE FERC
APPROVESTHE STAGE 1A SERVICES TARIFF.]

From the month of April 2001 forward, Generators shall submit by the twentieth (20" day of
each month GADS Data or data equivdent to GADS Data pertaining to the previous month.
For example, Generators shdl submit by May 20, 2001 GADS Data or data equivadent to
GADS Data pertaining to their operations during the month of April 2001.

4.4.2 System Resources

System Resources shdl submit to the ISO GADS Data or data equivaent to GADS Data in
accordance with the 82-character fixed format provided in Attachment K of this Manual.

From the month of April 2001 forward, System Resources shall submit by the twentieth (20™)
day of each month GADS Data or data equivaent to GADS Data pertaining to the previous
month. For example, System Resources shall submit by May 20, 2001 GADS Data or data
equivaent to GADS Data pertaining to their operations during the month of April 2001.

4.4.3 Winter-Peaking Control Area System Resources

[THIS NEW SECTION 443 IS THE FORMER SECTION 4.111 OF THIS
MANUAL ]

This section applies to Control Area System Resources that experience peak demand during the
winter. The NYISO will adjust these requirements as appropriate if and when a Summer
peaking Control Area System Resource becomes an SO customer and seeks qudification as
an ICAP Supplier.

Control Area System Resources or the purchasers of Unforced Capacity from those Resources
that qudify as Ingtaled Capacity Suppliers shdl provide to the ISO specific data, which shdl be
defined as“CARL Data” CARL Datashdl include data as follows:

Avallable Capacity (CAP) that does not reflect adjustments for Externd firm Capecity
purchases or saes, outages and maintenance (in MW);

Externd firm Capacity purchases, other than purchases from New Y ork (EP) (in MW);

Monthly peak Load (MPL) (in MW);
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Winter pesk Load (WPL) (in MW);

Externa firm Capacity sdes other than sdesto New Y ork (EF) (in MW);
Panned maintenance (PM) (in MW);

Historica average Forced Outages (FO) (in MW);

Average Forced Outage Rate of the Resources included in the portfolio operated by the
Control Area System Resource (AFO) (rate in decimd form);

Operating reserve (OR) (in MW); and

Planning reserve (PR) (in MW) — corresponds to the required reserves necessary to meet
the NERC Resource Adequacy Criteriaof 1 day in 10 years.

Forty-five (45) days prior to any Capability Period, Control Area System Resources shdl
submit forecasted CARL Data for the following Capability Period.

In accordance with Section 5.12.5(c) of the 1SO Services Tariff, Control Area System
Resources shdl submit CARL Data and actud system failure occurrences data to the ISO every
twentieth of the month following the month for which the data has been collected except for the
period from December to March which is treated as awhole.

If the amount of Unforced Capacity it has available to supply to the NYCA s less than the
amount that it has sold to the NYCA, a Control Area System Resource will be deemed to be
deficient.

4.4.4 Energy Limited Resources

Energy Limited Resources shdl submit to the ISO GADS Data or data equivdent to GADS
Data in accordance with the 82-character fixed format provided in Attachment K of this
Manudl.

From the month of April 2001 forward, Energy Limited Resources shdl submit by the twentieth
(20") day of each month GADS Data or data equivaent to GADS Data pertaining to the
previous month. For example, Energy Limited Resources shal submit by May 20, 2001 GADS
Data or data equivdent to GADS Data pertaining to their operations during the month of April
2001.

4.4.5 Interruptible Load Resources

Subject to Sections 4.4.7 of this Manud, Interruptible Load Resources shdl submit
documentation for each operation using the form provided in Attachment K.
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From the month of April 2001 forward, Interruptible Load Resources shdl submit by the
twentieth (20™) day of each month data in the format shown in Attachment K for each
interruption. For example, they shdl submit by May 20, data corresponding to their operations
during the month of April 2001.

4.4.6 Intermittent Power Resources

Intermittent Power Resources shal submit to the 1SO data pertaining to their net dependable
Capacity, actud generation, maintenance hours, planned hours, periods hours, and other
information as may be reasonably requested by the 1SO such as the location and name of the
Intermittent Power Resource.  Intermittent Power Resources shal submit this data in
accordance with the 82-character fixed format provided in Attachment K of this Manud.

From the month of April 2001 forward, Intermittent Power Resources shal submit by the
twentieth (20") day of each month data pertaining to the previous month. For example,
Intermittent Power Resources shdl submit by May 20, 2001 data pertaining to their operations
during the month of April 2001.

4.4.7 Special Case Resources

Specid Case Resources shdl submit documentation to the SO, each time they are called upon
to operate, in the form of Figure 2 provided in Attachment K.

4.4.7.1 Special Case Resources that are Interruptible Load Resources

From the month of April 2001 forward, Special Case Resources that were requested to
interrupt shall submit by the twentieth (20™) day of each month datain the format shown
in Figure 2 of Attachment K for each requested interruption. For example, Specid
Case Resources shdl submit by May 20, 2001, their data pertaining to the month of
April 2001.

4.4.7.2 Special Case Resources that are Generators

Specid Case Resources that are Generators shal submit to the ISO data using the
minimum data set for GADS reporting or the Specid Case Resource reporting form
provided in Attachment K, as appropriate. GADS data reporting should treat al non-
service hours in the month as Reserve Shutdown Hours. (Defined in Attachment J of
thisManud.)

From the month of April 2001 forward, Specia Case Resources that are Generators
shdl submit by the twentieth (20") day of each month data pertaining to the previous
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month. For example, Specia Case Resources that are Generators shall submit by May
20, 2001, data pertaining to their operations during the month of April 2001.

4.4.8 Municipally-Owned Generation

Municipaly-owned generation shal submit to the ISO daa in accordance with the form
provided in Attachment K of this Manua, GADS or Specid Case Resource reporting, as

appropriate.

From the month of April 2001 forward, municipaly-owned generation shdl submit by the
twentieth (20") day of each month data equivalent to GADS Data pertaining to the previous
month. For example, municipaly-owned generation shal submit by May 20, 2001 data
equivaent to GADS Data pertaining to their operations during the month of April 2001.

4.4.9 Resources Capable of Supplying Unforced Capacity in
New York

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

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

For example, a Resource that wants to supply Unforced Capacity during the month of July shdl
submit by June 10 Operating Data pertaining to the previous June to May, inclusvely, and so on
each month, thereafter.

4.4.10 Resources not in Operation for the past 12 months

A Resource that wants to qudify as an Ingtdled Capacity Supplier, shdl submit monthly
Operating Data to the 1SO no later than one month after that Resource commenced commercid
operation, but not earlier than January 1, 2000 and in accordance with Subsections 4.4.1 to
4.4.8 of thisManual, as applicable.
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4.5 Calculation of the Amount of
Unforced Capacity each Resource may
Supply to the NYCA (Section 5.12.6(a)
ISO Services Tariff)

Each month, the 1SO will caculate the amount of Unforced Capacity that Resources are
qudified to supply to the NYCA. Starting with the 2001-2002 Winter Capability Period, the
SO will use an Unforced Capacity methodology to rate and qualify Resources. Conceptualy,
the Unforced Capacity methodology estimates the probability that a Resource is available to
serve Load, taking into account forced outages. To evauate this probability, the 1SO will use
the Operating Data submitted by each Resource in accordance with Section 4.4 of this Manud,
and the mathematica formulae incdluded in Attachment J of this Manud.

4.6 Operating Data Default Value and
Exception for Certain Equipment Failures
(Section 5.12.6(b) and (c) ISO Services
Tariff)

4.6.1 Default Value

In its calculaion of the amount of Unforced Capacity that each Resource is qudified to supply
to the NYCA and notwithstanding the provisons of Section 4.5 of this Manud, the 1SO will
deem a Resource to be completdly forced out during each month for which this Resource has
not submitted its Operating Data in accordance with Section 4.4 of this Manual. Resources
who are deemed to be completely forced out during any month may submit new Operating Data
to the ISO a any time. When the ISO makes new cdculations for the following auction, the
ISO shdl use new Operating Data submitted in accordance with the 1SO Procedures in its
rolling average.

Upon a showing of extraordinary circumstances, the 1SO retains the discretion to accept at any
time Operating Data which have not been submitted in a timey manner, or which do not fully
conform with Section 4.4 of this Manud.

4.6.2 Exception for Certain Equipment Failures
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When a Generator, Specid Case Resource, Energy Limited Resource, or System Resource is
forced into an outage by an equipment falure tha involves equipment located in the dectric
network beyond the step-up transformer, and including such step-up transformer, the outage
will not be counted as a forced outage for purposes of caculating the amount of Unforced
Capacity these Ingtdled Capacity Suppliers are qudified to supply in the NY CA.

4.7 Monthly Installed Capacity Supplier
Certification Forms

Each Ingtalled Capacity Supplier must submit the appropriate 1SO certification form to the 1ISO
no later than the twentieth (20") day of each month, demonstrating that the Unforced Capecity
it issupplying is not aready committed to meet the Installed Capacity requirement of an Externd
Control Area.

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

On any day for which it supplies Unforced Capacity, each Instaled Capacity Supplier (except
as noted below) must schedule or Bid into the Day-Ahead Market, or declare to be unavailable
an amount of Energy tha is not less than the Indaled Capacity Equivaent it is qudified to
supply from a particular Resource rounded down to the nearest whole MW.

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

4.8.1 Generators and System Resources

For every hour of any day for which Generators and System Resources supply Unforced
Capacity, they must make the Installed Capacity Equivadent available to the NYCA through a
combination of scheduling or Bidding in the Day Ahead Market, or in accordance with the
notification procedure below. See the I1ISO’'s Day Ahead Scheduling Manua and Market
Participants User Guide for scheduling and bidding procedures.

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

Energy Limited Resources that are Ingtaled Capacity Suppliers must be aole to provide the
Ingaled Capacity Equivdent for a minimum of four (4) hours eech day. Energy Limited
Resources must Bid or schedule in the Day-Ahead Market each day in such away asto enable
the 1SO to schedule them for the period in which they are capable of providing the Energy.

An Energy Limited Resource must dso provide the 1SO with information concerning that
Energy Limited Resource's upper operating limit, designating its desired operating level. Once
the Energy Limited Resource has provided four hours of Energy equivdent to its Ingtdled
Capacity commitment, the 1SO will not cdl on it to provide additiona Energy, absent an
emergency. In the case of an emergency the ISO may request an Energy Limited Resource for
assstance, recognizing that the Energy Limited Resource may not be capable of responding.

4.8.3 Interruptible Load Resources

Interruptible Load Resources that are Ingtalled Capacity Suppliers must supply the 1SO with
Energy and/or Operating Reserve bids in the Day-Ahead Market indicating the price a which
they are willing to be interrupted. This gpplies only to Interruptible Loads that are not Specid
Case Resources.

4.8.4 Existing Municipally-Owned Generation

Exiging municipaly-owned generation that qudify as Indtaled Capacity Suppliers pursuant to
Section 5.12.11(b) of the ISO Services Tariff and Section 4.14 of this Manual are not required
to Bid or schedule in the Day-Ahead Market.

4.8.5 Special Case Resources

Specia Case Resources are not subject to bidding, scheduling and notification requirements.

4.8.6 Intermittent Power Resources

As set out in Section 5.12.11(d) of the 1SO Services Tariff, Intermittent Power Resources may
qudify as Ingtdled Capacity Suppliers, without having to comply with the daily bidding and
scheduling requirements set forth in Section 5.12.7 of the ISO Services Tariff. To qualify as
Installed Capacity Suppliers, Intermittent Power Resources shal comply with the notification
requirement of Section 5.12.7 of the 1SO Services Tariff by notifying the ISO of outages.

4.9 External Resources
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4.9.1 General Requirements

Externd Generators, System Resources, and entities purchasing from them may qudify as
Ingtalled Capacity Suppliersif:

1.  They comply with the information requirements in Section 4.9.2 and thereby demondtrate
that the Energy associated with the Unforced Capacity sold to the NY CA is deliverable
tothe NYCA,

and

2. The Externd Control Areain which the Resource islocated demondrates thet it either:

@ Will not recdl or curtall the Energy associsted with the Unforced
Capacity sdeto satisfy its own Control AreaLoads; or

(b) Will afford NYCA Load the same curtailment priority thet it affords its
own Control Area Load.

The amount of Unforced Capecity that may be supplied by qudifying Externd Generators,
Externd System Resources and Control Area System Resources may be reduced by the 1S0O,
asindicated below, to reflect the possibility of Curtailment. (1ISO Services Tariff Section 5.12.2)

4.9.2 Information Requirements for External Resources

The 1SO requires the following information from Resources Externd to the NY CA that wish to
qudify as Ingtaled Capacity Suppliers, and for Resources relied upon in Unforced Capacity
contracts that have been assigned Grandfathered Externd Rights.

1 Name and location of Generators.

2. Documentation which satisfies the generd requirements for  DMNC
Determination in Section 4.2 of thisManud.

3. Documentation which satisfies the Maintenance Scheduling Requirements in
Section 4.3 of thisManud.

4, Expected return dates from full or partiad outages.

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

6. Verification that it has made dl arrangements required by its Control Area to
ensure that the Energy associated with the Resources Unforced Capacity sde
to the NY CA will be ddivered to the NYCA. For example, if the Resource is
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located in the PIM Control Area, it must demondtrate that it has agreed to
make any Congestion payments that may be incurred in order to deliver Energy
to the NYCA.

4.9.3 Allocation of Installed Capacity Rights for External
Unforced Capacity Supply

The 1SO egtablishes the maximum amount of Unforced Capacity that can be provided to the
NYCA by Resources located in each neighboring Control Area according to the procedures
contained in Section 2.6 of this Manud. Once this amount has been determined for each
neighboring Control Areg, the alocation among SO customers of rights to Externd Unforced
Capacity supply is done according to the following procedures.

Grandfathered External Installed Capacity Rights

Detalls concerning Grandfathered Rights are provided in Attachment E to this Manudl.

Other Allocations

After accounting for Grandfathered Externd Ingtalled Capecity rights, the 1ISO will alocate the
remaining rights for Externd Unforced Capacity supply on a fird-come, fird-serve bass.
Externd Inddled Capacity rights may ultimatdy only be used by LSES locaied within the
NY CA, but any ISO Customer may submit arequest for Externa Ingtaled Capacity rights.

Initid requests for Externa Ingtdled Capacity rights may be sent to the 1SO during the following
time period:

- Beginning at 8:00 AM EST seven (7) business days prior to the Capability Period strip
auction,

- Ending at 5:00 PM EST three (3) business days prior to this same auction.
Each request must contain the following information:

1) Documentation of a bilateral agreement, with pricing redacted, between the requesting entity
and ether
(a) aLoad withinthe NY CA or
(b) aprevioudy qudified Externd Ingaled Capacity Supplier;

2) Theidentity of the ISO Customer making the request;

3) Theidentity of the Externa Ingtalled Capacity Supplier;
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4) The name and location of the Resource;

5) The Control Area in which the Resource for which the Installed Capacity Supplier seeks
rightsis located,

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

7) Thetime period, in blocks of whole months, for which the rights are requested;
8) E-mail address of the requesting party to which aresponse will be made.

The information listed above must be provided as a “Request for Externd Ingalled Capacity
Rights’ to the 1SO's Manager of Resource Reidbility via facamile to the following number:
518-356-6208.

If the ISO determines, by 5:00 PM EST on the day following receipt of an initid request
(provided that this day fals during the time period for initid requests specified above) that the
information provided in the request isincomplete or inadequate, the 1SO will immediately notify
the requesting party. The requesting party may resubmit its information to the 1SO no later than
24 hours after the expiration of the time period for initid requests.

Only complete requests submitted within the time periods specified above will be evauated by
the ISO. The date and time stamp provided by the FAX machine will determine the priority for
the evaduation of requests. If arequest is resubmitted during the specified time period, for any
reason, the latest time stamp will determine the priority.

The 1SO will notify the requesting party if its request has been accepted or reected, with
reasons for regection, by 5:00 PM EST on the day following receipt of a complete request. A
regjection may be based on ether or both of the following:

- Incomplete or inadequate information
- Fully subscribed Externd Ingtalled Capacity rights

By 5:00 PM EST on the day following receipt of an accepted request, the requesting entity must
provide the 1SO with al documentation and information necessary to qudify an Externd
Resource as an Ingtaled Capacity Supplier, in accordance with the procedures contained in this
Manud. By 5:00 PM EST two (2) business days prior to the Cgpability Period strip auction,
an LSE tha has procured an Externd Ingtdled Capacity right must provide the ISO with the
information and documents described in numbers 1, 4 and 5 above. The information described
in this paragraph should be forwarded as a “ Certification of Externd Ingtaled Capacity Rights’
to the 1ISO Manager, Resource Rdiability by facamile to 518-356-6208. The 1SO will verify
this data with the External Control Areato ensure that there is no double counting.
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By 5:00 PM EST two (2) business days prior to the Pre-Capability Period Monthly Auctions,
al Externd Indalled Capacity rights should be matched between a Load in the NYCA and an
Externa Ingdled Capacity Supplier. Unforced Capaecity supplied by Externd Ingadled
Capacity Suppliers that have claimed Externa Ingtaled Capacity rights, but have not entered
into bilateral arrangements with an LSE serving NY CA Load by that time, will be offered for
sde into those Auctions a a price of 30/MW. (The Supplier will be paid the market-clearing
price determined in those Auctions for the control area in which it is located for the Unforced
Capacity in question.) Similarly, if the 1SO has not received certification from an LSE which
demondrates that the rights it has secured are matched with a quaified Externd Ingdled
Capacity Supplier, that LSE will rdinquish those rights.  All purchasers of Unforced Capacity
that is located in an Externd Control Area in an ISO-administered auction shdl recelve the
Externd Ingtalled Capacity rights necessary in order to permit that Unforced Capacity to count
towards the Unforced Capacity requirements of an LSE; consequently, in order to ensure that
there are sufficient externd Indaled Capacity rights available, the ISO shdl limit the number of
MW of Unforced Capacity that can be purchased in any External Control Area in those
auctions. In each Capability Period auction, the ISO shdl limit the number of MW of Unforced
Capacity that can be purchased in any Externd Control Area to the number of MW of
Unforced Capacity that can be provided by Installed Capacity Suppliers located in that Control
Areg, as determined in Section 2.7 of this Manud, less dl Externd Ingtalled Capacity rights that
have been requested for that Externd Control Area under the provisions of this section.

In the Capability Period Monthly Auctions held before and during the Capability Period, the
SO shdl limit the number of MW of Unforced Capacity that can be purchased in any Externd
Control Area to the number of MW of Unforced Capacity that can be provided by Ingtaled
Capacity Suppliers located in that Control Area, less the number of MW of Unforced Capecity
purchased in that External Control Area for that month in preceding Monthly Auctions, less dl
Externd Ingalled Capacity rights for that Control Areathat have been used to support Bilatera
Transactions for the sale of Unforced Capacity for that month from Ingtalled Capacity Suppliers
in that Control Areato Loadsinthe NY CA.

The 1SO will reduce Externd Ingtdled Capacity rights digible to be traded in the Capability
Period strip auction based on the alocations made according to the above procedures.

If Externa Ingtalled Capacity rights are not fully subscribed after the Capability Period strip
auction has concluded, the 1SO will open another period of firs-come, first-serve alocations
prior to each Monthly Auction for which Externd Ingddled Capecity rights reman. The
procedures specified above will govern any monthly first-come, fird-serve dlocations. The
period for requesting these rights will open a 8:00 am. EST on the fifth busness day prior to
the auction and will close a 5:00 p.m. EST on the third business day prior to the auction.

4.10 System Resources
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A System Resource is defined as a portfolio of Unforced Capacity provided by Resources
located in a single 1SO-defined Locdlity, the remainder of the NYCA, or any single Externd
Control Areg, that is owned by or under the control of a single entity, which is not the operator
of the Control Area where such Resources are located, and that is made available, in whole or
in part, to the ISO. System Resources may be External or Interna to the NYCA. Please refer
to Section 4.4.3 and Section 3.4 of Attachment J for information regarding Resources operated
by the operator of the Control Areain which the Resources are located.

The Sysem Resource must be in a Control Area that either (@) will not recadl or curtal
transactions from the Resource to satisfy its own Control Area Load, or (b) will afford the
NY CA Load the same curtailment priority that it affordsits own Control Area Load.

4.10.1 Permissible Aggregations

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

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

and the neighboring Control Aress operated by:

PIM

ISO-NE
Hydro Quebec
Ontario IMO

No oA

Resources located in ISO-NE and the Ontario IMO Control Areas may not qudify as Installed
Capacity Suppliers, since these Control Areas do not currently meet the 1SO’s recdl or
Curtailment requirements for Installed Capacity Suppliers.

Within the other five areas a Sngle entity may aggregate its Generators into a portfolio for the
purposes of entering into System Resource Unforced Capecity transactions, so long as dl the
Generators included in the portfolio reside within the same area. Any entity that wishes to make
System Resource sdes must provide the required DMNC test data to the 1SO for each
Generator in its portfolio, unless that entity can re-dispatch Resources under its control located
within an External Control Areato maintain a pre-determined interchange schedule between that
Control Area and the NYCA. The Unforced Capecity associated with an Externa
Grandfathered Right may not be aggregated with other Resources as a System Resource.

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

4.10.2 External System Resources

The 1SO requires the following information for each Resource aggregated as an Externd System
Resource. The entity aggregating the Resourcesis responsible for supplying the information.

1 Name and location of Generators included in the portfolio.

2. Documentation that satisfies the Genera Requirements for DMNC determination
gpecified in Section 4.2 of thisManud.

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

4, Expected return date from full or partia outages.
5. Cetification that Unforced Capacity supplied to the NYCA has not been supplied

dsawhere.

[THE NYISO DID NOT DELETE FORMER SECTION 4.11. IT MOVED SECTION
4.11.1 TO THE NEW SECTION 4.4.3, AND SECTION 4.11.2 TO SECTION 3.4 OF
ATTACHMENT J OF THISMANUAL ]

4.11 Interruptible Load Resources

The following procedures apply to Interruptible Load Resources, if any, that are metered by the
1SO.

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

- Inred-time, these Resources determine whether, and at what leve, to purchase Energy or
to interrupt through their bids into the Hour-Ahead market.

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

- These Resources must interrupt, if requested to do so by the ISO.
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4.12 Special Case Resources

Speciad Case Resources are Loads capable of being interrupted upon demand, and distributed
generators, rated 100 kW or higher that are not visble to the ISO's Market Information
System.

4.12.3 Sale of Unforced Capacity Associated with Special Case
Resources in Bilateral Transactions and in ISO-Administered
Auctions

The Unforced Capacity of Speciad Case Resources will correspond to the pledged amount of
Load that they can reduce from the Load Zone as increased by the Transmission Didtrict system
loss factor. Specia Case Resources may sdll their Unforced Capacity in Bilateral Transactions
to LSEs or Ingaled Capacity Marketers (the “ Purchasing Entity”). The Purchasing Entity may
then resdll such Unforced Capacity in another Bilateral Transaction to another party (the “ Other
Party”) provided, however, that the Purchasing Entity or Other Party agrees to be bound and
comply with the natification requirements set forth in this Section 4.13. The Purchasing Entity or
the Other Party may then resdll such Unforced Capacity in Bilaterd Transactions as described
above, or in an 1SO-administered auction subject to the conditions set forth in the following

paragraph.

Specid Case Resources and Purchasing Entities may offer and sdll their Unforced Capacity or
the Unforced Capacity associated with Specid Case Resources in |SO-administered auctions
provided, however, that (1) the amount of Unforced Capacity offered is greater than 1 MW
and (2) they agree to be bound and comply with the natification requirements set forth in this
Section 4.13. Specid Case Resources and Purchasing Entities may aggregate Unforced
Capacity associated with Specid Case Resources to offer and sdl it in 1SO-administered
auctions.

Market Participants that are bound by the notification requirements set forth in this Section 4.13
shal be conddered “Respongble Interface Parties’ (“RIPS’). In addition to the notification
requirements set forth in this Section 4.13, RIPs shdl be respongble for dl forms of
communication to and from the 1SO for purposes of digpatch, validation, and verification of
Specid Case Resources or the Unforced Capacity associated with Special Case Resources.

4.12.4 Distributed Generators - General Requirements

Specid Case Resources that are distributed generators and that run in paralel with the system
must provide higtoricd operating data. Except for those with environmental or operationd
limitations, these Specia Case Resources must perform a one-hour (1) test of pledged outpui,
and provide test results in the format specified by the 1SO, or provide historica operating data.
Resources that have environmenta or operationd limitations may qualify by performing a two-
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hour (2) test or by providing historical operating data. If the Specia Case Resource consumes
auxiliary power from the system, its auxiliary demand must be netted out of its maximum output.

Specia Case Resources that are not called by the 1SO to supply Energy in a Capability Period
may be required to run atest once every Capability Period.

Specid Case Resources may qudify in the same manner and during the same test periods as
“new Generators.” Please refer to Sections 4.2.1 and 4.2.3 of this Manual.

The amount of Unforced Capecity that may be supplied shdl be the lesser of the pledged output
test, or thetota Load at the Site of the distributed generator.

These Specid Case Resources must meet the qudifications and comply with the procedures
described below. RIPs claiming Unforced Capacity from these Specid Case Resources must
comply with the requirements and procedures et forth below.

4.12.5 Loads Capable of Interruption Upon Demand - General
Requirements

Loads capable of Interruption upon demand must conduct a one-hour (1) sustained disconnect
test and provide test results in the format specified by the 1SO, or provide historical operating
data. These Specid Case Resources may qudify in the same manner and during the same test
periods as “new Generators.” Pleaserefer to Sections 4.2.1 and 4.2.3 of this Manudl.

Specid Case Resources that are not called by the 1SO to interrupt in a Capability Period may
be required to run atest once every Capability Period.

RIPs claiming Unforced Capacity from these Loads capable of interruption upon demand must
comply with the requirements and procedures set forth below.

4.12.6 Qualifications

A Specid Case Resource must make Energy available, in amounts that correspond to the
Unforced Capacity that it can provide in the future, by interrupting Load or transferring Load to
a Generator, within two (2) hours of a notice provided by the ISO to the RIP, following a 24-
hour notice. If the Specid Case Resource is unable to provide full output within two (2) hours
due to operationa condraints, the RIP may petition the ISO for permission to provide maximum
output from the Specid Case Resource within a longer period. The 1SO’s permission will not
be unreasonably withheld. In granting permission, the 1SO will caculate the appropriate
derated DMNC for use in determining the pledged Unforced Capacity.

In the event that a Special Case Resource located at aretail customer was in operation (in the
case of adigtributed generator) or providing Load reduction (in the case of interruptible Load),
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a the time of the system or Transmission Didrict pesk upon which the Unforced Capacity
requirement of the LSE serving that customer is based, the LSE's Unforced Capacity
requirement shall be increased by the amount of Load that was served or interrupted by the
Specia Case Resource.

An RIP may clam Special Case Resource Unforced Capecity for its own Installed Capacity
requirement (in the case of an RIP tha is an LSE), or clam such Unforced Capecity for
purposes of sdein an Ingtaled Capacity auction provided, in either case, thet it gives notice of
such action to the LSE supplying Energy to the customer where the Specia Case Resource is
located.

Transmisson Owners shdl permit short periods of pardle operation for Load switching from
the Tranamisson Owner’s dectrical system to didtributed generation equipment clamed as
Speciad Case Resource Unforced Capacity provided that the distributed generator meets the
Transmisson Owner’ s interconnection requirements.

4.12.7 Notification Procedures

The 1SO will provide 24 hour-ahead notification and two (2) hour notice, as required by this
Manud, to the RIP. The 24 hour-ahead notification will be provided after 11 am, day-ahead,
when the Day-Ahead Market closes. The 1ISO commits not to use 24 hour notification of
potentia need to operate indiscriminately but rather only when the Day-Ahead Market indicates
serious shortages of supply for the next day.

The I1SO shdl provide notice no fewer than two (2) hours ahead of required operation or
interruption.

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

RIPs claming Specid Case Resource Unforced Capacity shdl provide the |SO with RIP phone
and internet contact information that alows for communication at any time,

4.12.8 Capacity Adjustment Procedures

Specid Case Resources that fail to respond to RIP natification by reaching maximum output
within two (2) hours following notice from the SO to the RIP, or that fall to provide maximum
output for the period required by the ISO or four (4) hours, whichever is less, will be
considered forced out (for unserved hours) for purposes of calculating the Unforced Capacity
vaue of the Specia Case Resource for future Obligation Procurement Period.

Specid Case Resource Capacity that has successfully petitioned the ISO for permission to
reach maximum output in more than two (2) hours will be consdered forced out in the amount
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of Unforced Capacity not backed by Energy within two hours of the notice from the 1SO to the
RIP.

A Specia Case Resource that cannot operate for the full four hours when caled for by the 1SO,
due to environmental permit limits or otherwise, shdl be considered forced out for the hoursit is
unable to operate or is operated at reduced outpuit.

4.12.9 RIP Requirements

RIPs shal certify that the Specid Case Resources for which they claim Unforced Capacity meet
or have met the gpplicable generd requirements and qudifications described in Section 4 of this
Manual. RIPs caiming Specia Case Resource Unforced Capacity from entities that are not
ther retall customers must further provide the notification described in item number 4 of the
Qudifications section of this document.

RIPs shdl certify that Special Case Resources claimed as Unforced Capacity are complying
with the procedures et forth in this Section 4.13 by documenting reductionsin Load, or Energy
production, with interval meters readings for the six (6) hour period following the two (2) hour
ISO notice. In the event that Energy made available from Special Case Resource Unforced
Capacity is a amdl percentage of the totd metered Load at the location of the Specid Case
Resource, such that it may not be clearly reflected by meter reads done, the 1SO will aso
accept operations logs to augment metered output to ensure accurate verification. The RIP or
the Transmisson Owner, as gppropriate, shal retain dl interva meter readings upon which it
bases its certification of compliance, for a period of three years.

RIPs that clam Unforced Capacity from Specid Case Resources shall document operation of
the Specid Case Resource to the Transmisson Owner and to the LSE supplying Energy to the
retail customer on whose premises the Specid Case Resource islocated if such LSE is different
from the RIP.

RIPsthat claim Unforced Capacity from Specia Case Resources shdl file with the 1SO the data
necessary to document the source and amount of Specid Case Resource Unforced Capacity.
4.12.10 ISO Verification

The IS0 retains the right to audit any records kept by the RIP, the Transmisson Owner, or the
Specid Case Resource which are used to support the RIP s certification of compliance with the
procedures set forth in this Section 4.

NYISO Installed Capacity Manual 4-24
Sec. 4.0: Installed Capacity Requirements Applicable to Installed Capacity Suppliers



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

4.13 Existing Municipally-Owned
Generation

A municipd utility that owns generaion in excess of its Ingtaled Capacity requirement, net of
any capacity provided by the New York Power Authority, may qudify to supply the excess
Capacity as Unforced Capacity under the following conditions.

Themuniapd utility mugt:
- Provide the 1SO with the physical operating parameters of its generation capability.
=  Operate the generation at the |SO’ s request.

- Ensure that the Energy provided by the generation is ddiverable to the New York State
Power System.

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

5.0 NYISO Administered Installed
Capacity Auctions

The I1SO will adminiger Ingaled Capacity auctions to accommodate LSES and Indtdled
Capecity Suppliers efforts to enter into Unforced Capacity transactions and to give LSES an
opportunity to satisfy their Unforced Capacity requirements. In the various | SO-administered
auctions, LSEs will have the opportunity to purchase the Unforced Capacity necessary to meet
the Unforced Capacity requirements established by the 1SO Services Tariff, and to purchase or
sl excess Unforced Capacity. Ingtaled Capacity Suppliers will have the opportunity to sdll

Unforced Capacity.

LSEs and Ingtdled Capacity Suppliers may aso purchase or sell Unforced Capacity through
Bilatera Transactions.

Participation in 1SO-administered auctions is restricted to |SO Customers. Unforced Capacity
supplied through the auction may only be used for the commercia interests of the purchaser. In
addition, any Unforced Capacity purchased through an |SO-administered auction may not be
resold for the purposes of meeting Ingtaled Capacity requirements imposed by operators of
Externa Control Aregs.
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The 1SO Services Taiff references are Sections 5.13 through 5.15. A summary of this Section
5ison file with FERC as Attachment 11 to the 1SO Services Tariff and under the title “Ingtaled
Capacity Auction Description.”

5.1 Overview of Auction Structure and
Timing

The 1SO will conduct regularly scheduled Ingtaled Capecity auctions before and during
Capability Periods. See Attachment A for the upcoming Capability Period schedule of
auctions. The schedule is structured to ensure adequate time between the time that auction
results are posted and the dates that L SES are required to demonstrate that they have procured
aufficient Unforced Capacity to cover their Unforced Capacity requirements. Auctions shall be

conducted prior to the gtart of each Capability Period and each month during a Capability
Period.

5.1.1 Auctions Conducted Prior to the Capability Period

The auctions conducted prior to the Capability Period occur in three steps. The first auction
conducted prior to the dart of the Capability Period (the “Capability Period Auction”), will
dlow Bidders to purchase Unforced Capacity and Offerors to sell Unforced Capacity for the
entire Sx monthsincluded in that Capability Period.

The second set of auctions conducted prior to the start of the Capability Period will facilitate
transactions for individua months within a Cgpability Period (the “Pre-Capability Period
Monthly Auctions’). This set of auctions shal consst of a series of a separate auction for each
Obligation Procurement Period in the Capability Period. The first Pre-Capability Period
Monthly Auction will dso serve as the regular Monthly Auction for the firg Obligation
Procurement Period.

In the event that al LSES do not certify that their Unforced Capacity requirements have been
satisfied for the forthcoming Obligation Procurement Period (i.e, the firs Obligation
Procurement Period of the Cagpability Period), the 1SO will conduct a Deficiency Procurement
Auction at least two (2) business days prior to the beginning of the Capability Period. During
this Deficiency Procurement Auction, the 1SO will aso procure Unforced Capacity on behaf of
Ingtalled Capacity Suppliers that are deficient for the first Obligation Procurement Period of the
Capability Period. This Deficiency Procurement Auction will consgst of one monthly auction.

5.1.2 Auctions Conducted within the Capability Period
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The 1SO shdl conduct regular Monthly Auctions prior to each Obligation Procurement Period
to dlow Bidders to purchase Unforced Capacity, and Offerors, including new Offerors, to sell
Unforced Capecity, for any remaining Obligation Procurement Periods within that Capability
Period. Monthly Auctions alow LSEs to purchase sufficient Unforced Capacity to meet their
Unforced Capecity requirements. The Monthly Auctions aso dlow Load-gaining LSEs that
have entered into six-month (6) contracts in the Capability Period Auction, to Bid to purchase
Unforced Capacity to cover customers acquired as result of customer-switching during the prior
month. Similarly, Load-losng LSEs that have excess Unforced Capacity as a result of
customer-switching may offer to sdll their surplusin the Monthly Auctions.

For any month in which an LSE fails to procure sufficient Unforced Capecity to cover its
Unforced Capacity requirement, the ISO shdl conduct a Deficiency Procurement Auction &t the
time specified in Attachment A to thisManual.

5.2 Auctions Conducted Prior to a
Capability Period

5.2.1 Phased Auctions

The Capability Period Auction, the Pre-Capability Period Monthly Auctions, and the Deficiency
Procurement Auction for the first Obligation Procurement Period of the Capability Period will
each consst of two phases. The implementation of FERC-gpproved mitigation measures in the
New York City Locality Installed Capacity markets crestes the requirement for two phases for
each auction. Both phases of a given auction shal be conducted on the same day. Under
certain circumstances described below, some auctions may only consst of asingle phase.

In the Capability Period Auction and the Pre-Capability Procurement Period Monthly Auctions,
L SEs may submit their own bids, whereasin the Deficiency Procurement Auction, the 1SO shdl
submit bids on behdf of LSES that are deficient for the first Obligation Procurement Period.
The 1SO shdl not reved the number of MWs that LSES are deficient prior to the Deficiency
Procurement Auction.

5.2.2 Overview - Capability Period Auction and Pre-Capability
Period Monthly Auctions Phase One

Participation in the first phase of the Capability Period Auction and the Pre-Capabiility Period
Monthly Auctions shdl be limited to: (i) LSEs authorized to serve Load in the New York City
Locdlity seeking to make locationd Unforced Capacity purchases in order to satidfy ther In-
City Locationd Ingtaled Capacity Requirements; (ii) any other entity seeking to purchase In-
City locationa Unforced Capecity; (iii) qudified In-City Instdled Capacity Suppliers, and (iv)
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any other Ingtaled Capacity Supplier that owns excess Unforced Capacity associated with
qudified In-City Ingtalled Capacity Suppliers.

Installed Capacity Suppliers sdected to provide Unforced Capacity in the first phase of the first
two auctions shdl be paid the Market-Clearing Price determined in that phase, except in the
case of Unforced Capacity associated with In-City Installed Capacity Suppliers that are subject
to mitigation measures, which shdl receive the lesser of the Market-Clearing Price or the
goplicable locationd price cap. Any entity that resdlls Unforced Capacity associated with In-
City Ingtalled Capacity Suppliersthat are subject to market mitigation measures shdl receive the
lesser of the Market-Clearing Price determined in that phase, or the price that it paid for that
Unforced Capacity. The 1SO shdl retain any Excess Amount and rebate it to al LSES with
Installed Capacity obligations in the New York City Locdity (pursuant to Section 5.15) of the
SO Services Taiff.

5.2.3 Overview - Capability Period Auction and Pre-Capability
Period Monthly Auctions Phase Two

Participation in the second phase of the Cgpability Period Auction and the Pre-Capability
Period Monthly Auctions shdl not be limited to In-City entities, except with respect to Unforced
Capacity associated with In-City Ingtaled Capacity Suppliers that are subject to market
mitigation measures, which may not participate unlessiit is established that dl In-City LSES have
satisfied their In-City Locationa Ingtaled Capacity Requirements. LSEs awarded Unforced
Capecity in the second phase shdl pay the applicable Market-Clearing Price of Unforced
Capacity determined in that phase.

Installed Capacity Suppliers selected to provide Unforced Capecity in the second phase shall
receive the applicable Market-Clearing Price of Unforced Capacity determined in that phase,
except for entities resdlling Unforced Capacity associated with In-City Indalled Capacity
Suppliers subject to market mitigation measures, which shal receive the lesser of the applicable
Market-Clearing Price determined in that phase or the price paid for that Unforced Capacity.

5.2.4 Results of the Capability Period Auction

The reaults of the Capability Period Auction will be made available to Market Participants
before the beginning of that Capability Period and before the Pre-Capability Period Monthly
Auctions. Individua Market Participants will receive results of the Capability Period Auction to
the extent that such results affect that Market Participant’s Unforced Capacity transaction(s).

5.2.5 Phase One and Two of Deficiency Procurement Auctions

The 1SO shdl conduct a Deficiency Procurement Auction, if necessary, after the Pre-Capability
Period Monthly Auctions if LSEs have not procured sufficient Unforced Capacity to meet their
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Unforced Capacity requirement for the first Obligation Procurement Period of the Capability
Period.

Paticipation in the firg phase of this Deficiency Procurement Auction shdl be limited to
deficient LSEs serving Load in the New York City Locdity that are required to make additiona
Locationd Ingtalled Capacity purchases in order to satisfy their In-City Locationa Ingtaled
Capacity Requirements, qudified In-City Installed Capacity Suppliers, and any other Indtalled
Capacity Supplier that owns excess Unforced Capacity associated with qudified In-City
Ingtdled Capacity Suppliers.  The 1SO shdl submit deficiency bids on behdf of each
participating LSE at alevel determined pursuant to Section 5.14.1 of the ISO Services Taiff.

L SEs awarded Unforced Capacity in the first phase shal pay the lesser of the Market-Clearing
Price of Unforced Capacity determined in that phase, or the deficiency bid, to the ISO. The
SO shdl pay Instaled Capacity Suppliers that are sdlected to provide Unforced Capacity the
Market-Clearing Price determined in that phase, which can be no greater than the deficiency
bid, except in the case of Unforced Capacity associated with In-City Ingtaled Capacity
Suppliers that are subject to mitigation measures, which shal receive the lesser of the Market-
Clearing Price determined in that phase or the applicable locationa price cap.

Any entity that resells Unforced Capacity associated with In-City Ingtaled Capacity Suppliers
that are subject to market mitigation measures shdl receive the lesser of the Market-Clearing
Price determined in that phase or the price that it paid for that Unforced Capacity. The ISO
shdl retain any Excess Amount and rebate it to adl LSES serving Load in the New York City
Locdlity pursuant to Section 5.15 of the |SO Services Tariff.

Participation in the second phase of the Deficiency Procurement Auction shdl not be limited to
In-City Ingadled Capecity Suppliers. The 1SO shdl submit deficiency bids on behdf of al
remaining deficient LSEs at a level determined pursuant to Section 5.14.1 of the ISO Services
Taiff. ThelSO shdl solicit bids from dl qudified Ingtdled Capacity Suppliers, including In-City
Instaled Capacity Suppliers otherwise subject to market mitigation measures, that ill have
Unforced Capacity to offer after al LSEs based in the New York City Locdlity have met their
Locationd Ingtaled Capacity Requirements for this Obligation Procurement Period.

LSEs awarded Unforced Capacity in the second phase shal pay the lesser of the gpplicable
Market-Clearing Price of Unforced Capacity determined in that phase, or the deficiency bid, to
the ISO. The ISO will use these deficiency payments to pay the applicable Market-Clearing
Price of Unforced Capacity determined in that phase, except as noted below, to Instdled
Capacity Suppliers that were sdected to provide Unforced Capacity, including In-City Instaled
Capacity Suppliersthat are otherwise subject to market mitigation measures.

Any Ingalled Capacity Supplier that resalls Unforced Capacity associated with In-City Ingtaled
Capacity Suppliers that are subject to market mitigation measures shal receive the lesser of the
applicable Market-Clearing Price determined in that phase or the price that it paid for that

Unforced Capacity.
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The ISO shdl dso prospectively purchase Unforced Capacity on behdf of deficient Instdled
Capacity Suppliersin the Deficiency Procurement Auctions. The 1SO shdl submit a deficiency
bid on behdf of deficient Ingtaled Capacity Suppliers as if they were deficient LSEs. Deficient
Installed Capacity Suppliers must pay the applicable Market-Clearing Price of Unforced
Capacity to the ISO. If an Ingtdled Capacity Supplier is determined to have been deficient for
any prior portion of a Capability Period, that Installed Capacity Supplier must retroactively pay
to the 1SO the gpplicable monthly deficiency charge.

5.3 Auctions Conducted During a
Capability Period

5.3.1 Monthly Auctions

Each Capability Period, Monthly Auctions where LSEs will Bid and Ingtdled Capacity
Suppliers will offer Unforced Capacity for the second through sixth Obligation Procurement
Period will be conducted exactly like the Pre-Capability Period Monthly Auctions, i.e., in two
phases, unless the ISO has established that dl LSEs with New York City Locationd Ingtalled
Capacity Requirements have satisfied these requirements. If the 1SO has established that each
LSE with such Locationd Ingaled Capacity Requirements has satisfied these requirements,
each regular Monthly Auction will be conducted as if it were the second phase of a Pre-
Capability Period Monthly Auction.

Each monthly Deficiency Procurement Auction will be conducted exactly like aregular Monthly
Auction, i.e, in two phases, when necessary as described in the above paragraph. The ISO
shdl conduct each monthly Deficiency Procurement Auction, if necessary, by the twenty-third of
any month in which an LSE fails to procure Unforced Capacity to meet its Unforced Capacity
requirement for the following Obligation Procurement Period.

The 1SO shdl not reved the number of MWs that LSEs are deficient prior to Deficiency
Procurement Auctions.

LSEsthat are ill deficient after the completion of a Deficiency Procurement Auction will pay a
deficiency charge to the ISO equd to the deficiency bid multiplied by the number of MWs by
which the LSEs are deficient. The 1SO will atempt to use the money it collects through the
imposition of deficiency charges to procure Unforced Capacity from Resources that are capable
of supplying Unforced Capacity but that failed to qualify to supply it prior to the Deficiency
Procurement Auction, eg., recently upgraded Resources, new Resources, and existing
Resources that were otherwise not able to qudify.

The 1SO shdl not procure Unforced Capecity from previoudy qudified Ingtalled Capacity
Suppliers that withheld their Unforced Capacity. The 1SO will not pay an Ingtaled Capacity
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Supplier more than the agpplicable deficiency charge per MW of Unforced Capacity, or the
gpplicable locational price cap per MW of Unforced Capacity, which ever is less, pro-rated to
reflect the portion of the Capability Period for which the Ingtaled Capacity Supplier provides
Unforced Capacity. Any remaining monies collected by the ISO pursuant to Section 5.14.1 of
the |SO Services Tariff will be applied to reduce the Schedule 1 charge.

The 1SO shdl dso prospectively purchase Unforced Capacity on behdf of deficient Ingtaled

Capacity Suppliers in a monthly Deficiency Procurement Auction. The 1SO shdl submit a
deficiency bid on behdf of deficient Ingtalled Capacity Suppliers asif they were deficient LSES.

Deficient Ingtdled Capacity Suppliers must pay the Market-Clearing Price of Unforced

Capacity to the ISO. If an Ingtdled Capacity Supplier is determined to have been deficient for

any prior portion of a Capability Period, that Ingtaled Capacity Supplier must retroactively pay
to the 1SO the gpplicable monthly deficiency charge.

5.3.2 Results of the Monthly Auctions

The results of the Monthly Auctionswill be made available to Market Participants within five (5)
days of the Monthly Auctions. Individua Market Participants will receive results of the Monthly
Auctions to the extent that such results affect that Market Participant’s Unforced Capacity
transaction(s).
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5.3.3 Deficiency Bids and Charges

LOCATION

INTERIM: THROUGH
APRIL 30, 2003

END-STATE: AFTER
APRIL 30, 2003

In-City New York City

$84.33/kW of Unforced Capacity per

3 TimesLocalized Levelized

(LBMP Load Zone J) Capability Period Embedded Cost of GT
Longldand Through April 30, 2001: $67.47/kW of | 3 TimesLocalized L evelized
Unforced Capacity per Embedded Cost of GT
(LBMP Load ZoneK) Capability Period

May 1, 2001 through April 30, 1002:
$73.09/kW of Unforced Capacity per
Capability Period
May 1, 2002 through April 30, 2003:
$78.71/kW of Unforced Capacity per
Capability Period

All Other LBMP Load
Zonesin theNYCA

Through April 30, 2001:
$59.03/kW of Unfor ced Capacity per
Capability Period
May 1, 2001 through April 30, 2002:
$66.66/kW of Unforced Capacity per
Capability Period
May 1, 2002 through April 30, 2003:
$70.28/kW of Unfor ced Capacity per
Capability Period

3 TimesLocalized Levelized
Embedded Cost of GT

* EFORp = 12.445% . North East Reliability Council, Generating Availability Data
System, Performance Statistics for Gas Turbines 20-49 MW, 1995-99 Data.

5.4 Timing of Auctions

The SO will develop a Capability Period Timeline that will attempt to ensure that:
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0] A Capability Period Auction will be held at least thirty (30) days before the beginning of
that Capability Period where Unforced Capacity shdl be made available for purchase
for the entire sx-month Capability Period;

(i) Pre-Cagpability Period Monthly Auctions will be held at least fifteen (15) days before the
beginning of that Capability Period where Unforced Capacity is made available for
purchase for any and dl Obligation Procurement Periods within the Capability Period;

(i) In the event that an L SE does not certify to the ISO ten (10) days before the beginning
of the Capability Period that its Indtalled Capacity requirement for the first Obligation
Procurement Period of this Capability Period has been met, the 1SO will conduct a
Deficiency Procurement Auction, consisting of one auction, a leest seven (7) days
before the beginning of that Obligation Procurement Period to procure the requisite
amount of Unforced Capacity on behdf of the deficient LSE;

(iv)  During a Capahility Period, Monthly Auctions will be held a leat fifteen (15) days
before the beginning of each Obligation Procurement Period in which Unforced
Capecity will be made available for any and dl remaining Obligation Procurement
Periods within that Capability Period; and

v) During the Capability Period, a monthly Deficiency Procurement Auction will be hed at
least two (2) business days before the beginning of each Obligation Procurement Period
during which the 1SO will procure Unforced Capecity on behdf of LSEs that have not
procured sufficient Unforced Capacity to meet their Unforced Capacity requirements
for the upcoming Obligation Procurement Period.

The above guidelines may be adjusted for weekends and holidays. The intent of the
above will direct the SO towards fair compromises when developing or amending
Appendix A.

5.5 Bids to Buy and Sell - General
Requirements

Bids to purchase Unforced Capacity and offers to supply Unforced Capacity must be submitted
as separate bids for each auction. Bids to purchase Unforced Capacity and offers to supply
Unforced Capacity that are not sdected in a phase of a given auction will not carry over into
subsequent auctions or phases of that auction.

Bidders who wish to purchase Unforced Capacity and Offerors who wish to supply Unforced
Capacity in any 1SO-administered auction may submit bids to the 1SO only on the day of the
auction, unless otherwise specified in the 1ISO Procedures. If no Offerors submit offers to
supply Unforced Capacity in a phase of an auction by that deadline, the ISO will cance that
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phase of that auction. By contradt, if at least one Offeror submits an offer to sl in a phase of
an auction, the 1SO will not canced that phase of that auction, and will alow a Market-Clearing
Price to be caculated in that phase of that auction, even if no Bidder submits abid to buy in that
phase of that auction.

5.6 Limitations on Offerors’ Participation
In Installed Capacity Auctions

Only Customers will be permitted to offer to sdl Unforced Capacity in an auction. The amount
of Unforced Capacity that can be offered for sde in any auction from a given Installed Cepacity
Supplier will not be permitted to exceed the amount that Installed Capacity Supplier is qudified
to supply inthe NY CA.

When the 1SO reduces the amount of Unforced Capacity that an Installed Capacity Supplier
may supply to the NYCA, the Ingdled Capacity Supplier shdl procure any deficiency in
Unforced Capacity resulting from the reduction through a Deficiency Procurement Auction. The
SO Procedures shdl establish the circumstances under which the 1ISO may reduce the amount
of Unforced Capacity that an Installed Capacity Supplier may supply to the NY CA.

The amount of Unforced Capacity that any given Offeror is permitted to offer for sde in the
auction shdl not exceed the Offeror’'s share of the amount of Unforced Capacity its Ingtdled
Capecity Suppliers are permitted to offer for sde, as caculated above, less any Unforced
Capacity that Offeror has offered for sde ether through Bilatera Transactions or through sales
to Externad Control Aress.

Ingtalled Capacity Suppliers that wish to participate in an |SO-administered auction must submit
completed certification forms to the 1SO by the twentieth (20™) day of the month preceding an
auction period in which they intend to offer Unforced Capecity. The certification form shal, at a
minimum, require Ingaled Cepacity Suppliers to demondrate: (i) that they own, have
contracted to purchase, or have been designated as the agent for the share of each Resource
that they clam when making offers to supply Unforced Cepacity; and (ii) that the Unforced
Capacity they offer has not been committed or sold to provide Unforced Capacity in the New
York market or an Externd Control Area. Any offer to sdll that would cause the total amount
of Unforced Capacity offered by that Offeror from that Resource to exceed the amount of
Unforced Capacity it is permitted to offer from that Resource will be rgected in its entirety.

If an Ingtalled Capacity Supplier (or a portion of the Unforced Capacity generated by an
Installed Capacity Supplier) is selected in the auction to provide Unforced Capacity, that
Resource (or portion thereof) cannot provide Installed Capacity to any other Control Area, and
shall be required to adhere to the requirements for Installed Capacity Suppliers set forth in the
SO Services Taiff and in thisManud. Entities wishing to purchase Unforced Capecity that will
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count toward Ingtaled Capacity requirements in other Control Areas will not be able to
purchase such Unforced Capacity in an | SO-administered auction.

5.7 Limitations on Bidders’ Participation
In Installed Capacity Auctions

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

5.8 Required Information in Bids to Buy

Each Bidder may submit multiple bids. Each bid to purchase Unforced Capacity submitted by a
Bidder mugt include but is not limited to the following information:

0] The totad amount of Unforced Capacity it wishes to purchase in association with that
bid, in increments of 100 kW,

(it) The maximum price the Bidder is willing to pay for the Unforced Capacity it is offering
to purchase in its bid, in ¥kW for the time period appropriate to the auction;

@)  Theauction and phase to which the bid applies,

(iv)  Whether the Unforced Capacity must be associated with Ingtalled Capacity Suppliers
located in a specific Locdlity, and if so, which Locdity; and

v) Whether the Installed Capacity Suppliers associated with the Ingtalled Capacity can be
located in a Control Areaoutsdethe NY CA, and if so, which Control Arex(s).

The 1SO Unforced Capacity Purchase Agreement isfound in Attachment F to this Manud.

5.9 Required Information in Offers to Sell

Each Offeror may submit multiple offers. Each offer to sell Unforced Capacity submitted by an
Offeror mugt include but is not limited to the following informetion:

0] The amount of Unforced Capacity it offersto sdll in increments of 100 kW;
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(i) The minimum priceit iswilling to accept for the Unforced Capecity it is offering to sdl in
its offer, in ¥kW for the time period appropriate to the auction;

(i) The auction and phase to which the offer applies;

(iv)  The name of the Ingtdled Capacity Supplier providing the Unforced Capacity offered
for sAle

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

(Vi)  Whether that Ingtdled Capacity Supplier is located in a Locdlity, and if so, which
Locdity; and

(vii)  Whether that Ingtalled Capacity Supplier is located in a Control Area outsde the
NY CA, and if so, which Control Area.

5.10 Determination of Selected Bids and
Offers

The SO will determine which bids to purchase and which offers to sell Unforced Capacity are
sdected by maximizing total gains from trade in each phase of each auction, i.e, by maximizing
the sum of the maximum prices Bid by Bidders whose bids to purchase Unforced Capacity in
that phase of that auction were sdected minus the sum of the minimum prices specified by
Offerors whose offers to sdl Unforced Capacity in that phase of that auction were sdected,
subject to the congtraints on the location of the associated Installed Capacity Supplier that have
been specified in the sdected bids as well as the limitations on the totd amount of Unforced
Capeacity that can be purchased in each External Control Area in each auction (as described in
Section 4.9.3). This maximization will be performed jointly for al locations in each phase of
esch auction.

All, part, or none of a bid to purchase or an offer to sell Unforced Capacity may be sdected in
any given phase of an auction. As a result, if a Bidder offers in a bid to purchase a given
amount of Unforced Capacity a a given price, it may be awarded that amount of Unforced
Capacity, or it may be awarded any amount lower than the amount it offered to purchase
(including zero MWs).

Neither Bidders nor Offerors will be permitted to submit bids or offers which specify that either
al or none of a bid or offer can be sdected. Bids to purchase or offers to sdl Unforced
Capacity in a given phase of an auction cannot be made contingent on the outcome of another
auction; eg., an Offeror will not be permitted to offer Unforced Capacity within one month’s
auction contingent upon its sde of Unforced Capacity in another month’s auction. Initidly, bids
to purchase or offers to sdl Unforced Capacity in a phase of a given auction cannot be made
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contingent on whether another bid or offer is accepted in the same phase. However, the 1ISO
will evaduate the feasibility of making the acceptance of a bid or offer in a phase of a given
auction contingent on the acceptance of other bids or offersin that phase.

In cases in which multiple Bidders Bid to pay the same price for Unforced Capacity in a given
location (or group of locations, if there is no price difference between those locations) in the
same phase of the same auction, and some but not al of those bids can be selected, the amount
of Unforced Capacity awarded to each of those Bidders in association with each of those bids
shall be proportiond to the amount of Unforced Capacity that Bidder Bid to purchase in that
location (or group of locations, if there is no price difference between those locations) at that
price. Likewise, in cases in which multiple Offerors offer to sell Unforced Capacity in a given
location (or group of locations, if there is no price difference between those locations) for the
same price in the same phase of the same auction, and some but not al of those offers can be
selected, the amount of Unforced Capacity selected from each of those Offerors in association
with each of those offers shdl be proportiond to the amount of Unforced Capacity that Offeror
offered to sdll in that location (or group of locations, if thereis no price difference between those
locations) at that price.

5.11 Determination of Market-Clearing
Prices

As aresult of each phase of an 1SO-administered auction, with the exception of the first phase
of auctions conducted in two phases, the following Market-Clearing Prices for Unforced
Capacity will be determined:

0] Prices for Unforced Capacity located in each Locdlity.
(i) Prices for Unforced Capacity located in each Control Areaoutsidethe NY CA.

(iir) Price for Unforced Capacity located in the portion of the NY CA that is not located in
any other Locdlity.

In the first phase of a two-phase auction, only Unforced Capacity located in the New Y ork City
Locdity will be available, so the only Market-Clearing Price determined in that phase will be the
price for thet Locdity.

The objective function that the 1SO will use in each phase of each auction, which was described
in the previous section, will select the offers of Unforced Capacity with the lowest offer prices,
insofar as doing so would not cause violations of the locationa congraints specified by Bidders
whose bids have been selected or violations of the limitations on the total amount of Unforced
Capacity that can be purchased from an External Control Area, pursuant to Section 4.9.3
“Other Allocations” But the need to honor these locationa constraints may require the 1SO to
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accept some offers which specify relaivey high offer prices for Unforced Capacity while not
accepting other offers with lower offer prices, because purchasing the lower-priced Unforced
Capacity would violate the locationa congraints stated in the Bidders bids. In such cases,
locational condraints will be binding and Market-Clearing Prices of Unforced Capacity
determined in that phase may differ from location to location. If no locationd condraints are
binding (i.e, if the locationd condraints specified by Bidders or the limitations on the totd
amount of Unforced Capacity that can be purchased in any given Control Areadid not force the
SO to sdect more expensive offers of Unforced Capacity in the auction than it would have
sdected in the absence of those locationd condraints), then the Market-Clearing Price of
Unforced Capacity determined in that phase will be the same at every location.

When locationd condtraints do not bind, the Market-Clearing Price of Unforced Capacity in a
phase of a given auction will be the margina bid cost of providing additionad Unforced Capacity
in that auction. The margind bid cost of providing additiond Unforced Capecity in the firg
phase of any two-phase auction will dso establish the Market-Clearing Price for Unforced
Capacity in the New York City Locdity in that phase. This procedure for calculating Market-
Clearing Prices is andogous to the procedure that will be used to caculate LBMP pricesin the
Energy market (which are based upon the margind bid cost of supplying an increment of Load
a alocation). Illugtrations of these procedures for calculating prices appear in Attachment H.

In order to determine the margina bid cost of providing Unforced Capacity, the 1SO will
cdculate the change in the amount of Unforced Capacity that would have been bought and sold
by each Bidder and Offeror if there had been — in addition to the bids and offers that were
dready pat of the auction — an additiond demand for a very smdl amount of Unforced
Capacity. The presence of this additiond demand would have had one of two effects. either it
would have increased the amount of Unforced Capacity purchased from the margina Offeror
(which is the Offeror whaose offer price is lowest among those entities that offered Unforced
Capacity into that phase of that auction, but did not sdl al of that Unforced Capacity in that
phase), so that the amount of Unforced Capacity purchased from that Offeror would have been
dightly above the amount that was actudly purchased in that phase. Alternatively, it would have
decreased the amount of Unforced Capacity purchased by the margina Bidder (which is the
Bidder whose offer price is lowest among those entities that purchased Unforced Capacity in
that phase of that auction), so that the amount of Unforced Capacity purchased by that Bidder
would have been dightly below the amount that was actualy purchased in that phase (with the
leftover Unforced Capacity used to meet the smdl additiond demand). The agorithm that the
ISO uses to conduct the auction will choose whichever of these mechanisms satisfies the
additional demand at the lowest cost. That cost (expressed in terms of $/kW per time period
gpplicable to the auction) will determine the margina bid cost of providing Unforced Capacity in
that phase of that auction.

When locationa congraints bind, the Market-Clearing Price of Unforced Capacity at each
location will 4ill be the margind bid cost of providing additiond Unforced Capecity in that
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phase of that auction, but it will be the margind bid cost of providing Unforced Capacity located
inagiven area. Therdevant areais defined in the next severd paragraphs.

Fird, the locationa congraints will be divided into two groups. A Locdity condraint is binding
if the 1SO sdlects offers of Unforced Capacity located in a certain Locdity while not selecting
lower-priced offers of Unforced Capacity from outside that Locdity. The ISO will only do this
in order to avoid violating locationa condraints specified by Bidders that Sate that abid is only
vdid for Unforced Capacity located in a given Locdlity.

An External Control Area condraint is binding if the ISO does not sdect offers of Unforced
Capacity located in a particular External Control Area (or group of Areas), while sdlecting
offers with higher offer prices from Ingtaled Capacity Suppliers located in the NYCA or in
other Externd Control Areas or to avoid violating the limits on the total amount of Unforced
Capacity that can be purchased in a given Externa Control Area, pursuant to Section 4.9.3 of
this Manud. Again, the ISO will only do this in order to avoid violaing locationd condraints
specified by Bidders that state that a bid is only vaid for Unforced Capacity that is not located
in agiven Externa Control Area (or group of Aress).

Then:

- If aLocdity congraint is binding in a phase of an auction, then the Market-Clearing Price
of Unforced Capacity located in that Locdlity in that phase will be the marginad bid cost of
providing additional Unforced Capacity in that Locality in that phase.

- If an Externd Control Areacongraint is binding for a particular Control Areain a phase of
an auction (or group of Areas), then the Market-Clearing Price of Unforced Capacity
located in that External Control Area (or group of Areas) in that phase will be the margind
bid cost of providing additional Unforced Capacity in that particular Externd Control Area
(or group of Areas) in that phase.

- The Maket-Clearing Price in a phase of an auction for Unforced Capacity located
anywhere dse (which includes (1) Unforced Capacity located in the NY CA, but not in any
other Locdlity; (2) Unforced Capecity located in a Locdity, if that Locality congraint is not
binding in that phase; and (3) Unforced Capacity located in an Externa Control Ares, if no
Externa Control Area condraint affecting that Externd Control Area is binding in that
phase) will be the marginad bid cost of providing additiond Unforced Capacity in that phase
located anywhere other than a Locdity for which a Locdity condrant is binding in that
phase or an Externa Control Areafor which an External Control Area congraint is binding
in that phase.

The st of prices that results will ensure that when a Locdlity congraint is binding, the Market-
Clearing Price for Unforced Capacity located in that Locdity will be higher than the Market-
Clearing Price for Unforced Capacity located in the portion of the NYCA that is not part of
another Locdity. It dso ensures that when an Externd Control Area condraint is binding, the
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Market-Clearing Price for Unforced Capacity located in that Externa Control Area (or group
of Areas) will be lower than the Market-Clearing Price for Unforced Capecity located in the
portion of the NY CA that is not part of another Locdity.

Market-Clearing Prices will be caculated independently within each phase of a given auction.
As a result, the Market-Clearing Price for Unforced Capacity a a given location may vary
among phases of the same auction, or among different monthly auctions conducted & the same
time.

5.12 Billing and Settlements

Subject to the exceptions noted el sawhere regarding New York City generation, the 1SO will
pay each Offeror whose offer to sall Unforced Capacity is selected in any particular phase of an
auction the Market-Clearing Price determined in that phase of that auction at the location of
each of its Resources that have been selected in that phase to provide Unforced Capacity, for
each 100 kW of Unforced Capacity that Resource has been selected to supply. Each Bidder
for Unforced Capacity whose bid to purchase is selected in any particular phase of an auction
will pay the 1SO the Market-Clearing Price at the location specified in the bid(s) that have been
selected, for each 100 kW of Unforced Capacity that it purchased in that particular phase.

Settlements for Capability Period auctions (i.e, strip and monthly) will occur in the month
following the month for which the Unforced Capacity was purchased. For example, Unforced
Capacity purchased for the month of May will be billed and pad for in the month of June. The
schedule for bills and payments for Unforced Capacity will follow the Energy Market schedule.
A timetable for bills and payments for the Energy Market can be found on the ISO Web ste.

Unforced Capacity purchased in the six-month strip auction (the Capability Period Auction) will
be settled on a monthly basis. The I1SO will issue hills for one-sixth of the gpplicable market
clearing price for Unforced Capacity on the same schedule referenced above.

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

5.13 Allocation of Winning Bids

Each Bidder whose hid to purchase Unforced Capacity in any particular phase of an auction is
selected will be dlocated a pro rata share of the Unforced Capacity purchased in the auction,
subject to the locational constraints specified in that Bidder’ s bid, using the following procedure:
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0] Bidders whose bids specified that the Unforced Capacity must be associated with an
Installed Capacity Supplier located in a Locality will be awarded such Unforced

Capacity.

(i) Bidders whose hids specified that the Unforced Capacity could be associated with an
Installed Capacity Supplier located in a particular Control Area outsde the NYCA, and
who paid a lower Market-Clearing Price as a result, will be dlocated Unforced
Capacity located in that Externa Control Area.

@)  Any remaining purchasers of Unforced Capacity whose bids specified they could
accept Unforced Capacity associated with Installed Capacity Suppliers located outside
the NYCA will be alocated Unforced Capacity for al remaining Unforced Capacity
sold in that phase of that auction that is located outsde the NY CA. Thisdlocation shall
be performed on a pro-rata basis, without violating any locationa congtraints specified
by those Bidders.

(iv)  All remaining Unforced Capacity associated with Installed Capacity Suppliers located
insde the NYCA shdl be dlocated on a pro-rata bas's among dl remaining purchasers
of Unforced Capacity in that phase of that auction.

5.14 Posting of Results

The 1SO will post the results of each auction within the time period specified in the 1SO
Procedures. These reaults shdl include:

@ The Market-Clearing Price for each Locdlity, each Externd Control Area, and the
portion of the NYCA not included in any other Locdlity, in each phase of each ISO-
administered auction.

@i The tota amount of Unforced Capacity associated with Instaled Capacity Suppliersin
each Locdlity, each External Control Area, and the portion of the NYCA that is not
included in any other Locdlity that was sold in each phase of each 1SO-administered
auction.

(i) The totd amount of Unforced Capacity purchased in each phase of each ISO-
adminigtered auction, broken down by the congtraints placed upon the location of those
Unforced Capacity by the Bidders placing those bids.

The ISO shdl publish al bids and offers made in each auction Sx months after the conclusion of
that auction. The names of Offerors or Bidders will not be reveded publicly; however, the ISO
will post these datain away that permits the identity of a given Offeror or Bidder to be tracked
over time.
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6.0 Sanctions

The 1SO may impose sanctions on Ingtaled Capacity Suppliers, LSES, and Transmisson
Ownersfor faling to comply with the 1SO Services Taiff requirements.

Sanctions may be assessed againg Ingtdled Capacity Suppliers for actions thet fdl into the
following two categories:

- Falureto provide required information.
- Falureto comply with bidding, scheduling and natification requirements and procedures.

An LSE that fails to comply with the 1SO’s requirement to demongtrate ahead of the Obligation
Procurement Period that it has procured sufficient Unforced Capacity to cover its Unforced
Capacity requirement is pendized through the procedures and financia consequences of the
Deficiency Procurement Auctions. Please refer to Section 5 of thisManua for details.

A Transmisson Owner that fails to provide the information required by Sections 5.10, 5.11.1,
or 5.11.3 of the Service Taiff in atimey fashion is subject to sanctions as described below in
section 6.3 of this Manud.

The 1SO Services Tariff references are Sections 5.11.1, 5.11.2, 5.11.3, 5.12.12, and 5.14.1.

6.1 Supplier Sanctions

6.1.1 Failure to Provide Required Information

Section 4 of this Manud, and the Capability Period Timeline in Attachment A, contain detailed
description of the types of information that Installed Capacity Suppliers must provide to the
1SO, and the deadlines for receipt of that information.

If an Ingtaled Cgpacity Supplier fals to provide the required information, the following
procedures will be followed:

- Onthefirg day that the required information is late (unless that day fals on a weekend or
officid New York State holiday, in which case the natification shdl be made on the next
business day), the ISO shdl natify the Ingtaled Capacity Supplier that the information is
past due and that the 1SO reserves the right to impose financid sanctions if the information
isnot provided by the end of the next day.
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- Sarting on the third day that the required information is late, the 1ISO may impose a daily
financid sanction up to the higher of $500 or $5 per MW of Unforced Capacity thet the

Ingtaled Capacity Supplier is cgpable of providing.

- Sarting on the tenth day that the required information is late, the ISO may impose a daily
financid sanction up to the higher of $1000 or $10 per MW of Unforced Capacity that the

Installed Capacity Supplier is capable of providing.

6.1.2 Failure to Bid, Schedule and Notify the NYISO of Outages

Section 4.7 of this Manud contains the dally bidding, scheduling and natification requirements
gpplicable to Ingtalled Capacity Suppliers.

On any day in which the Ingtdled Capacity Supplier, or its designated scheduling entity, falls to
comply with these requirements, the 1SO may impose a financid sanction up to the product of a
daly deficiency charge and the maximum number of MWs for which the 1SO should have
received a bid, schedule or other notification of operating status.

The deficiency charge will be based on the table provided in Section 5.3.3 of this Manud, with
the applicable charges pro-rated on adaily basis.

The 1S0O will assess the sanction againgt the entity that the Indaled Capacity Supplier has
designated to provide the bids, schedules and status notification.

6.2 Transmission Owner Sanctions

Section 4 of this Manud, and the Capability Period Timeline in Attachment A, contain detailed
description of the types of information that Transmission Owners must provide to the SO, and
the deadlines for receipt of that information.

If a Trangmisson Owner fails to provide the required information, the following procedures will
be followed:

= Onthefirg day tha the required informetion is late (unless that day fals on a weekend or
officid New York State holiday, in which case the natification shal be made on the next
business day), the 1SO shdl notify the Transmission Owner that the information is past due
and that the 1SO reserves the right to impose financid sanctions if the information is not
provided by the end of the next day.

- Stating on the third day that the required information is late, the 1ISO may impose a daily
financia sanction up to $5000 per day.

NYISO Installed Capacity Manual 6-2
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- Sarting on the tenth day that the required information is late, the ISO may impose a daily
financia sanction up to $10,000 per day.

6.3 Procedural Safeguards

If 1SO staff becomes aware of potentialy sanctionable activity by a Market Participant, it shdll
report the activity to 1SO’s Discretionary Acts Committee (“DAC”). The DAC will evduate
the reported activity pursuant to its procedures and, if warranted, shal recommend an
gppropriate sanction. All DAC decisgons shdl be made in a reasonable and non-discriminatory
manner.

If the DAC recommends a sanction, the ISO shdl send a “Notice of Recommended Sanction”
to any Market Participant potentially subject to sanctions pursuant to the DAC's procedures.
The DAC shdl afford Market Participants a reasonable opportunity to demondtrate that its
activities are not sanctionable. Market Participants shdl aso have a reasonable opportunity to
bring any mitigating circumstances to the DAC's attention and to explain why the DAC, in the
event that it decides to recommend a sanction, should reduce the sanction’s severity.

If a Maket Participant accepts a sanction recommended by the DAC the I1SO will
automatically impose the sanction. If a Market Participant disagrees with a recommended
sanction it may gpped the DAC's decison to the 1ISO’'s President and Chief Executive Officer
(*CEQ"), who must approve dl contested sanctions. Market Participants may challenge any
sanction approved by the CEO pursuant to the SO’ s Dispute Resolution Procedures.

NYISO Installed Capacity Manual 6-3
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Attachment A:

Installed Capacity Reporting and Auction

Timeline

Date Description (All timearein Prevailing Eastern Time)

9/3/2001 Holiday - 1SO closed.

9/5/2001 TOs provide information relating to customer-switching through September
30",

9/10/2001 SO informs Installed Capacity Suppliers of the amount of Unforced
Capacity they are quaified to offer in the December 2001 Obligation
Procurement Period.

ISO provides ICR to L SEs for month of October.

[9/10/2001] [For new Ingtalled Capacity Suppliers or changes to the Unforced
Capacity leves of current Ingtalled Capacity Suppliers, DMNC or
interruptible Load test data must be submitted by 5:00 PM to be digible
for next month.]

9/14/2001 Monthly Auction (auction for October).

Bidding/Offering period to submit eectronic bidsoffersfor the
Monthly Auction beginsat 8:00 AM and ends at 5:00 PM.

9/17/2001 ISO postsinvoices, Buyer's payments due.

9/18/2001 Post results of October 2001 Obligation Procurement Period auction and
issue award notices.

9/20/2001 Resources Submit Operating Data pertaining to the month of August 2001.
TOs provide true-up customer-switching for June 2001 to 1SO and LSEs.

9/22/2001 Sdler’ s payments due.

NYISO Installed Capacity Manual A-1
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9/24/2001

[9/25/2001]

9/26/2001

9/28/2001

10/1/2001

10/4/2001

10/5/2001

10/8/2001

[10/9/2001]

Prepared for the March 22, 2001 ICAPWG Meeting

L SEs certify to SO that they have procured sufficient Unforced Capacity
for the October 2001 Obligation Procurement Period.

[For new Ingtalled Capacity Suppliers or changes to the Unforced
Capacity leves of current Ingtalled Capacity Suppliers, DMNC or
interruptible Load test data must be submitted by 5:00 PM to be digible
for the 2001-2002 Winter Capability Period Auction.]

Deficiency Procurement Auction for the October 2001 Obligation
Procurement Period.

Offering period to submit eectronic bidsfor the Deficiency
Procurement Auction beginsat 8:00 AM and endsat 5:00 PM.

Post results of Deficiency Procurement Auction and issue award notices.

ISO informs Installed Capacity Suppliers of the amount of Unforced
Capacity they are qudified to offer in the 2001-2002 Winter Capability
Period and in the November 2001 Obligation Procurement Period.

SO informs LSEs of thelr find ICR for the November 2001 Obligation
Procurement Period and for the Upcoming Winter Capability Period.

Capability Period (Strip) Auction

Bidding/Offering period to submit electronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

Results of the Capability Period (Strip) Auction are posted and awards are
issued.

TOs provide information relating to customer-switching through October
31th..

Holiday - 1SO Closed.

[For new Ingtalled Capacity Suppliers or changesto the Unforced
Capacity leves of current Ingtalled Capacity Suppliers, DMNC or
interruptible Load test data must be submitted by 5:00 PM to be digible
for next month.]

NYISO Installed Capacity Manual A-2
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10/15/2001

10/16/2001

10/18/2001

10/19/2001

10/22/2001

10/22/2001

10/25/2001

11/5/2001

11/6/2001

[11/8/2001]

Prepared for the March 22, 2001 ICAPWG Meeting

Pre-Capability Period Monthly Auctions (Auction for November - April).

Bidding/Offering period to submit electronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

SO postsinvoices, Buyer’s payments due.

Reaults of the Pre-Capabiility Period Monthly Auctions are posted and
awards are issued.

Resources Submit Operating Data pertaining to the month of September
2001.

TOs provide true-up customer-switching for July 2001 to ISO and LSEs.

L SEs certify to the 1SO that they have procured sufficient Unforced
Capacity for the November 2001 Obligation Procurement Period.

Deficiency Procurement Auction for the November 2001 Obligation
Procurement Period.

Bidding/Offering period to submit eectronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

Sdler’s payments sent.

SO Post results of Deficiency Procurement Auction and issue awvard
notices.

TOs provide information relating to customer-switching through November
30™.

ISO informs Ingtalled Capacity Suppliers of the amount of Unforced
Capacity they are qualified to offer in the December 2001 Obligation
Procurement Period.

SO provides ICR to L SEs for month of December.

[For new Ingtalled Capacity Suppliers or changesto the Unforced
Capacity leves of current Ingtalled Capacity Suppliers, DMNC or
interruptible Load test data must be submitted by 5:00 PM to be digible
for next month.]
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11/14/2001 Monthly Auction (Auction for December - April).
Bidding/Offering period to submit electronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

11/18/2001 Results of the December 2001 Obligation Procurement Period auction are
posted and awards are issued.

11/20/2001 Resources Submit Operating Data pertaining to the month of October
2001.
TOs provide true-up customer-switching for August 2001 to 1SO and
LSEs.

11/22/2001 Holiday - 1SO closed.

11/23/2001 Holiday - 1SO closed.

11/26/2001 L SEs certify to 1SO that they have procured sufficient Unforced Capacity
for the December 2001 Obligation Procurement Period.

11/28/2001 Deficiency Procurement Auction for the December 2001 Obligation
Procurement Period.
Bidding/Offering period to submit eectronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

11/30/2001 SO Post results of Deficiency Procurement Auction and issue award
notices.

12/14/2001 Monthly Auction (Auction for January - April).

12/20/2001 TOs provide true-up customer-switching for September 2001 to 1SO and
LSEs.

12/21/2001 L SEs certify to SO that they have procured sufficient Unforced Capecity
for the January 2002 Obligation Procurement Period.

12/24/2001 Holiday - 1SO closed.

12/25/2001 Holiday - 1SO closed.
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12/27/2001

1/1/2002

1/15/2002

1/18/2002

1/25/2002

1/29/2002

2/15/2002

2/22/2002

2/26/2002

3/15/2002

3/25/2002

Prepared for the March 22, 2001 ICAPWG Meeting

Deficiency Procurement Auction for the January 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Holiday - 1SO closed.
Monthly Auction (Auction for February - April).

TOs provide true-up customer-switching for October 2001 to SO and
LSEs.

L SEs certify to SO that they have procured sufficient Unforced Capecity
for the February 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the February 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Monthly Auction (Auction for March - April).

TOs provide TD and L SE peak Load coincident with the TD peak to 1SO
and LSEs.

SO provides Summer 2002 DMNC ratings to Resources

L SEs certify to SO that they have procured sufficient Unforced Capecity
for the March 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the March 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Monthly Auction (Auction for April).

L SEs certify to 1SO that they have procured sufficient Unforced Capacity
for the April 2002 Obligation Procurement Period.

NYISO Installed Capacity Manual A-5
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3/27/2002

4/1/2002

4/4/2002

4/15/2002

4/19/2002

4/23/2002

5/15/2002

5/27/2002

5/29/2002

6/14/2002

6/24/2002

Prepared for the March 22, 2001 ICAPWG Meeting

Deficiency Procurement Auction for the April 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Capability Period (Strip) Auction.

Bidding/Offering period to submit eectronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

Results of the Capability Period (Strip) Auction are posted and awards are
issued.
Pre Capability Period Monthly Auction.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Submit Operating Data pertaining to the month of March 2002.

L SEs certify that they have procured sufficient Unforced Capacity for the
2002 May Obligation Procurement Period.

Deficient Procurement Auction for the May 2002 Obligation Procurement
Period.

Bidding/Offering period to submit electronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

Monthly Auction (Auction for June - October).

L SEs certify to SO that they have procured sufficient Unforced Capecity
for the June 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the June 2002 Obligation Procurement
Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Monthly Auction (Auction for July - October).

L SEs certify to 1SO that they have procured sufficient Unforced Capacity
for the July 2002 Obligation Procurement Period.

NYISO Installed Capacity Manual A-6
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6/26/2002

7/15/2002

7/25/2002

7/29/2002

8/15/2002

8/26/2002

8/28/2002

9/13/2002

9/24/2002

9/26/2002

10/1/2002

Prepared for the March 22, 2001 ICAPWG Meeting

Deficiency Procurement Auction for the July 2002 Obligation Procurement
Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.

Monthly Auction (Auction for August - October).

L SEs certify to 1SO that they have procured sufficient Unforced Capacity
for the August 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the August 2002 Obligation
Procurement Period.

Bidding/Offering period to submit eectronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00 PM.

Monthly Auction (Auction for September - October).

L SEs certify to SO that they have procured sufficient Unforced Capecity
for the September 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the September 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00

Monthly Auction (Auction for October).

L SEs certify to 1SO that they have procured sufficient Unforced Capacity
for the October 2002 Obligation Procurement Period.

Deficiency Procurement Auction for the October 2002 Obligation
Procurement Period.

Bidding/Offering period to submit electronic bidsoffersfor the
Capability Period Auction beginsat 8:00 AM and ends at 5:00

Capability Period (Strip) Auction

Bidding/Offering period to submit electronic bids/offersfor the
Capability Period Auction beginsat 8:00 AM and endsat 5:00 PM.
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10/4/2002 Results of the Capability Period (Strip) Auction are posted and awards are
issued.
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Attachment B:

Locational Installed Capacity Requirements

- TheLocationd Ingtaled Capacity requirement for New York City (LBMP Zone J) is
80%.

- TheLocationd Ingtaled Capacity requirement for Long Idand (LBMP Zone K) is 98%
(thisvalueis equivaent to TBD after accounting for Grandfathered agreements).

Maximum Allowances for Installed Capacity
Provided by Resources Outside the NYCA

-  Themaximum Ingaled Capacity that may be located outsde the NY CA is 2558 MW.
This number will be updated annualy based on SO reliability sudies.

= Themaximum amount of Ingtaled Capacity that may be located in each of the following
control areasis asfollows:

Neighboring Total (MW) Grandfathered | Remaining (MW)
Control Area (MW)
PIM 1253 87 1166*
ISO-NE 50 50 0
Ontario-IMO 55 55 0
Hydro Quebec 1200 400 800
Totds 2558 592 1966

* 993 MW subject to reservation under Section 5.12.2 of the SO Services Tariff in amounts

up to those listed in OATT Attachment L Table 3 (Exigting Transmission Capacity for Nétive
Load - ETCNL).

NYISO Installed Capacity Manual B-1
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Attachment C:

Maps of the NYCA Transmission Districts and Zones
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Maps of the NYCA Transmission Districts and Zones
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Attachment D:

Dependable Maximum Net Generating
Capability Audit Forms and the
Procedure to Weather Adjust DMNC Test
Data

Thefallowing forms are included in this attachment:

-  Steam Generation

- Hydro Generation

- Internd Combustion and Combustion Turbine Generation
- Combined Cycle Generation

- Other

Procedure to Weather Adjust DMNC Test Data

All DMNC tegts on internal combustion, combustion units and combined cycles units must be
temperature adjusted. The temperature to be used for the temperature adjustment is the
average ambient and cooling system temperature at the generator |location experienced at the
time of the TD peak during the previous four relevant Capability Periods. The dates and times
of the TD peak in each Capability Period will be posted on the 1SO website,

-  Determine the weether adjusted DMNC rating for the generator using the manufacturer’s
provided temperature adjustment curves and generator specific curves (if applicable)
produced from historica experience.

=  Provide both sets of ratings and temperature adjustment curves.

=  Thehigher of the two values may be claimed. The 1SO may lower the vaue claimed for the
wesether-adjusted DMNC, if the provided temperature adjustment curves are significantly
different.
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Submission of DMNC Test Data

DMNC test data should be submitted to the address listed below. Data should be submitted in
accordance with Attachment A and Section 4.2 of the Installed Capacity Manual.

Manager Resource Adequacy

Clo New Y ork Independent System Operator
290 Washington Ave. Ext.

Albany, NY 12203
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NEW YORK ISO
DEPENDABLE MAXIMUM NET GENERATING CAPABILITY AUDIT
Fossil or Nuclear Steam Generation

Sheet
Date
Company
DEPENDABLE MAXIMUM NET CAPABILITY (MW)
Generator | Date Demonstrated Pre-Test | Post-Test Test Remarks
or of Hourly Average DMNC DMNC Difference A B C
Station Test (12|34 Rating* Rating (Post-Pre)
A. Over Pressure
B. Top Feed Water Heater OS
C. Exceptions to Procedure Explained in Remarks Section
*

From Last Like Capability Period

NYISO Installed Capacity Manual
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NEW YORK ISO
DEPENDABLE MAXIMUM NET GENERATING CAPABILITY AUDIT
Hydro Generation

Sheet
Date
Company
DEPENDABLE MAXIMUM NET CAPABILITY (MW)
Generator | Date Demonstrated Pre-Test | Post-Test Test Remarks
or of Hourly Average DMNC DMNC Difference B
Station Test 2134 Rating* Rating (Post-Pre)
* From Last Like Capability Period
NYISO Installed Capacity Manual D-4
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NEW YORK ISO
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DEPENDABLE MAXIMUM NET GENERATING CAPABILITY AUDIT
Internal Combustion and Combustion Turbine Generation

Sheet
Date
Company
CAPABILITY AT TEST TEMP. (MW) | DMNC AT AVG. AMBIENT TEMP. (MW)
Generator | Date Test | Demonstrated Per Excess (+) Avg Pre-Test Post Test Remarks
or of Temp. Curve | Deficiency (-) Amb DMNC DMNC
Station Test (/F) Temp Rating* Rating
(/F)
* From Last Like Capability Period
NYISO Installed Capacity Manual D-5
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NEW YORK ISO
DEPENDABLE MAXIMUM NET GENERATING CAPABILITY AUDIT

Combined Cycle Generation

Sheet
Date
Company
CAPABILITY AT TEST TEMP. (MW) DMNC AT AVG.
AMBIENT TEMP.
(MW)
Generator | Date Test | Demonstrated Per Excess(H) Avg Pre- Post Remarks
Test Test
or of Temp. | Hourly Agr. | Qume | Deicency() Amb DMNC | DMNC
Station Test (/F) |1 |2 |3 |4 Temp Rating* | Rating
(IF)

From Last Like Capability Period

NYISO Installed Capacity Manual
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Other Generation or Production Data in Lieu of DMNC Test Data
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NEW YORK ISO
DEPENDABLE MAXIMUM NET GENERATING CAPABILITY AUDIT

Sheet
Date
Company
DEPENDABLE MAXIMUM NET CAPABILITY (MW)
Generator | Date Demonstrated Pre-Test | Post-Test Test Remarks
or of Hourly Average DMNC DMNC Difference B
Station Test 2134 Rating* Rating (Post-Pre)
* From Last Like Capability Period
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Attachment E:

Grandfathered External Installed
Capacity Agreements

Exigting Ingtaled Capacity Agreements entered into by Load Serving Entities and Suppliersin

Prepared for the March 22, 2001 ICAPWG Meeting

the neighboring Control Areas prior to September 17, 1999 have a Grandfathered status for the
duration of the original contract.

Grandfathered Externd Installed Capacity rights are described in Section 5.12.2 of the ISO

Searvices Taiff.

For the Summer 2001 Capability Period the Grandfathered contracts associated with each of

the neighboring Control Areas are listed below:

Neighboring Grandfathered Contract Contract
Control Area (MW) Est. Date End Date
PIM 37 10/1/1990 10/1/2030
11/1/1990 11/1/2030

PIM 25 12/31/1996 8/31/2007

PIM 25 2/22/1999 4/30/2008
ISO-NE 50 9/25/1996 12/31/2013
Ontario-IMO 55 8/16/1996 12/31/2008
Hydro Quebec 400 4/1/1999 3/31/2004
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Attachment F:

Agreement To Purchase Unforced Capacity in
NYISO Installed Capacity Auctions

THIS AGREEMENT TO PURCHASE UNFORCED CAPACITY (the “Purchase Agreement”),

daed a of this day of , Is gven by
, having a principal business address at
(the “Bidder™).
RECITALS

WHEREAS, pursuant to the terms of the New Y ork Independent System Operator Services Tariff (the
“ISO Services Taiff”) and the NYISO Ingtdled Capacity Manud (the “ICAP Manud”), the New
York Independent System Operator, Inc. (the “NYI1SO”) will administer “Strip” (twice per year),
“Monthly” (twelve per year), and as needed “Deficiency” auctions (the “Auctions’), wherein Offerors
may sell and Bidders may purchase Unforced Capacity; and

WHEREAS, dl capitalized terms used herein without definition shall have the meaning ascribed thereto
in the 1SO Services Tariff and/or the Independent System Operator Agreement (the “1SO Agreement”)
and the ICAP Manud; and

WHEREAS, to the extent that Bidder purchases Unforced Capacity under the terms of this Purchase
Agreement, Bidder stisfies its Ingtalled Capacity requirements with respect to the Unforced Capacity
S0 purchased; and

WHEREAS, Bidder is an Eligible Cusomer and intends that the submisson of this Purchase
Agreement, coupled with the submission of a properly formatted bid via dectronic mail (“Electronic
Bid") (together, “Bid Package’), shal condtitute an officid bid for purposes of each Auction in which
the Bidder submits an Electronic Bid and that the Bid Package will be recorded and objectively
andyzed pursuant to the 1SO Services Taiff and the ICAP Manud, which materids have been
reviewed by the Bidder;

NOW, THEREFORE, in condgderation of the NYISO including Bidder's Electronic Bids in the
Auctions, which Bidder acknowledges and agrees is adequate consideration for its obligations
hereunder, Bidder and the NY ISO (together the “Parties’) hereby agree to the following:

1 Bid to Purchase Unfor ced Capacity.
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@

(b)

(©

(d)

(€

()

()

)

The Parties agree that Auctions will be conducted in accordance with the 1ISO Services Tariff
and the ICAP Manual.

The Parties agree that each Electronic Bid submitted is vaid for only one Auction and that an
Electronic Bid must be submitted for each Auction in which the Bidder desires to participate.

The Bidder agrees to purchase Unforced Capacity in the amounts, for the monthly effective
periods, in the locations and for the maximum price (or less) listed in the Bidder's Electronic
Bids (each individud bid listed in the Bidder’s Electronic Bid being referred to as an “Individua
Bid") and requests that the NY SO include the Individud Bids in the Auction for which they are
submitted.

The Parties agree that the purchase price for the Unforced Capacity offered in each Individud
Bid in an Auction shdl be the Market Clearing Price established in that Auction (as determined
by the NYISO, or its designee); provided, however, that if the Unforced Capacity is from a
Subject Generator (as defined in Attachment | of the ICAP Manual) then the purchase price
shall be adjusted in the same manner asthe sde price is adjusted under the ICAP Manual.

The Parties agree that the Bidder's submisson of a completed Bid Package represents a
binding obligation of the Bidder to purchase and pay for the amount of Unforced Capacity
designated by the NY1SO in the Award Notice (as defined below) pursuant to the terms of the
SO Services Tariff and the ICAP Manud.

The Parties agree that the mere submission of a Bid Package does not obligate the NY1SO to
accept the Bid Package, in whole or in part, nor does the submission of a Bid Package grant
any right to the Bidder to purchase any Unforced Capacity.

The Parties agree that the Market Clearing Price for Unforced Capacity could be positive or
zero.

The Parties agree that the bids contained in the Bidder’ s Electronic Bid may be amended by the
Bidder a any time during the period in which Electronic Bids are accepted (the “Bidding
Period”) by submitting a new Electronic Bid which musgt be received in accordance with this
Section and the ICAP Manud. If an amendment is timely and correctly submitted by the
Bidder as provided herein, the most recently received Electronic Bid, as indicated by the date
and time of submission reported on the Electronic Bid, will supersede any previous Electronic
Bid(s) and any previous Electronic Bid(s) will have no further force or effect.

The Parties agree that this Purchase Agreement must be recelved by the NYISO, via fax, by
5:00 PM on the Return Dae prior to the fird Auction in which the Bidder desires to
participate, as specified in Attachment A of the ICAP Manua. This fax submisson must be
followed by ddivery of the origind Purchase Agreement via an overnight mail service or a
delivery sarvice requiring the signature of the addressee, ddivered to the NYISO by 12:00
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noon on the following day. Fax submissons must be sent to: "ICAP Auctioneer c/o NY1SO" a
(518) 356-6208, (518) 356-6146, or (518) 356-6100. Express mail ddiveries must be
delivered to:

ICAP Auctioneer

Cl/o New Y ork Independent System Operator
290 Washington Ave. Ext.

Albany, NY 12203

()] The Parties agree that to complete the Bid Package, the Bidder must submit, in addition to a
Purchase Agreement, a properly formatted Electronic Bid to the NYISO a
<buyicap@nyiso.com> prior to close of the Bidding Period in each Auction in which the Bidder
wishes to participate. The Parties further agree that the Electronic Bid must be submitted in the
format provided by the NYISO using Microsoft Excel software, that the Bidder must provide
al information required on the Electronic Bid, that the Bidder must password-protect the file
before tranamitting it to the NY SO, and that the time of submission for dl Electronic Bids will
be determined by the date and time stamp of the automatic return receipt transmitted by the
NY IS0 to the Bidder upon receipt of the Electronic Bid.

(k) The Parties agree that timely submisson of a Bid Package does not guarantee that the Bid
Package is vadid for incluson in an Auction. The Parties agree that a Bid Package that has not
been completed in conformity with the ICAP Manua and this Purchase Agreement, in the
NYISO's sole judgment, shdl beinvaid and will be regjected.

()] In the event that the NYISO invdidates a Bidder's Bid Package, it shdl notify the Bidder as
soon as reasonably possible viaemall. If aBidder’s Bid Package isinvdidated, the Bidder shall
have the right to submit arevised Bid Package at any time until the close of the Bidding Period.

(m  The Parties agree that the Bidder bears the sole responsibility for submitting a correct and
complete Bid Package.

(n) The Parties agree that the Bidder will not assgn any of its rights or obligations under a Bid
Package unless the assgnee of such rights and obligations makes the representations and
warrantiesin Section 3(a)(i), (i) and (iii).

2. Payment Proceduresfor the Purchase of Unforced Capacity.

@ The Bidder's obligation to purchase and pay for Unforced Capacity shal become effective
upon the digtribution of written notice (the “Award Noticeg’) following each Auction, as
specified in Attachment A to the ICAP Manua. The Award Notice shdl specify the amount of
Unforced Capecity, if any, that the Bidder shdl be required to purchase (the “Awarded
Unforced Capacity”), the Market Clearing Price of such Awarded Unforced Capacity, the
location of such Awarded Unforced Capecity, the Totd Purchase Price (as defined in this
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Section 2(a)) and wiring ingructions for paying the Tota Purchase Price for the Awarded
Unforced Capacity. The tota purchase price (the “Tota Purchase Price”) shdl equa the sum
of the products of the amount of Unforced Capacity and the Market Clearing Price for each
Individua Bid, except, if any Individua Bid to be included in such caculation includes Unforced
Capacity from a Subject Generator, then the purchase price shdl be adjusted in the same
manner asthe sde price is adjusted under the ICAP Manud.

Amounts due on Unforced Capacity purchased in the Strip Auctions will be settled on a
monthly basis. In each monthly billing, the NY1SO will issue hills for one sixth Tota Purchase
Price specified in the Award Notice for the last Capability Period Auction. Bills issued by the
NY SO for the purchase of Unforced Capacity will be net of any rebates due to the Bidder.

Amounts due on Unforced Capacity purchased in the Monthly and Deficiency Auctions will be
seitled on a monthly bass.  In each monthly billing, the NYI1SO will issue hills for the Totd
Purchase Price specified in the Award Notice for the last Auction. Bills issued by the NYI1SO
for the purchase of Unforced Capacity will be net of any rebates due to the Bidder.

By 10:00 AM on the firgt banking day after the fifteenth day of the month after the month for
which Unforced Capacity was purchased, Bidder shal cause funds to be wired to the accounts
specified in the Award Notice in an amount equd to the Totad Purchase Price, as indicated in
the monthly bill issued by the NY1SO for that Auction.

Within sx (6) business days after receipt of an Award Notice by the Bidder, to the extent that
the Bidder disputes the calculation of the Total Purchase Price due and payable, the Bidder shall
give written notice to the NY1SO, or its designee, setting forth in reasonable detail the basis for
any such disagreement (“Dispute’). If the Bidder does not give written notice within the six (6)
business day period, the Bidder shal be deemed to have irrevocably accepted the Totd
Purchase Price in the manner specified in the Award Notice as ddivered to the Bidder by the
NYISO, or its designee.

If atimely filed written notice of Dispute is given, the Bidder and the NY IS0, or its designee,
shdl promptly commence good faith negotiations with a view to resolving the Dispute(s) within
five (5) business days of the NY1SO’s receipt of such notice. If the Dispute(s) are not resolved
within the five (5) business day period, then the Dispute(s) shall thereafter be referred by either
the Bidder or the NY IS0, or its designee, to Richard L. Miles, Director, of the FERC Office of
Dispute Resolution Service, or his successor in office (the “Director”) for a resolution of such
Dispute(s) in accordance with this Purchase Agreement and the ICAP Manua. The resolution
of the Digpute(s) shdl be conducted in the following manner:

0] Within three (3) business days after being notified of a Dispute, the Director shal
identify and create a ligt of five (5) arbitrators who must be knowledgeable about the
energy industry, to be ddlivered to the Bidder and the NY SO, or its designee.
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(i) Within five (5) business days of receipt of such list from the Director, the Bidder and the
NY IS0, or its designee, separately, shall select three (3) arbitrators from the Director’s
list and resubmit their selectionsto the Director.

@)y  Within two (2) busness days of the Director's receipt of the resubmitted ligt of
arbitrators from the Bidder and the NY1S0O, or its designee, the Director shall sdlect in
its sole discretion one abitrator (the “Arbitrator”) to resolve the Dispute(s) in
accordance with the terms and conditions of this Purchase Agreement and the ICAP
Manud. The decison and resolution of the Arbitrator shal be rendered within twenty
(20) business days after referrd of the Digpute(s) to the Arbitrator and shall be find and
binding upon the parties. During this twenty (20) business day period, the Bidder and
the NYIS0O, or its designee, will be dlowed to make written and ord presentations to
the Arbitrator. The Bidder and the NY1SO, or its designee, shdl use their best efforts
to cause the Arbitrator to render its decison within the twenty (20) business day period
described above, and each shdl cooperate with the Arbitrator and provide the
Arbitrator with access to the books, records and representatives of each as the
Arbitrator may require in order to render its determination. All of the fees and expenses
of any Arbitrator retained pursuant to this Section shdl be paid by the party who does
not preval in the Dispute(s).

(iv) In the event that the Bidder is barred, by law, from entering into binding arbitretion,
Disputes shal be heard in a court of competent jurisdiction in the State of New Y ork.

(o)) To the extent that the Bidder disputes the cdculation of the Totd Purchase Price due ad
payable, the Bidder shdl remain obligated to make payment in full for the Unforced Capacity,
as indicated in the Award Notice. If it is later determined, in accordance with this Section 2,
that an overpayment has been made by the Bidder to the NYISO, then the NYISO shal
refund the amount overpad to the Bidder. If it is later determined, in accordance with this
Section 2, that an underpayment has been made by the Bidder, then the Bidder shdl pay the
amount owed to the NYI1SO. Payments made pursuant to this Section 2(e) shdl dso include
interest caculated from the date that the overpayment or underpayment was made, in
accordance with the methodology specified for interest on refunds in the FERC regulations at
18 C.F.R. 8 35.19a(a)(2)(iii).

(h) If amigtake is discovered in the calculation of information provided in an Award Notice after its
delivery, the NY1SO reserves the right and has the obligation to revise the Award Notice and
the information therein, and the Bidder acknowledges that it will be obligated to make
arrangement for payment or receipt of payment in accordance with the revised Award Naotice.
Prior to making such revision, the NY1S0 shdl notify Bidder of the mistake and provide Bidder
with an explanation of the basis for the revised Award Notice.

3. Representations and Warranties of the Bidder.
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@ The Bidder hereby represents and warrants to the NY1SO as follows:

(ii)

)

)

(vi)

(vii)

Bidder is an Eligible Customer and is purchasing Unforced Capacity solely for purposes
related to its busness as a producer, processor, commercia user of or a merchant
handling Unforced Capacity or the products or by-products thereof.

Bidder shdl not resdll any Unforced Capacity purchased through the Auctions for the

purpose of meeting the Ingtaled Capacity requirements imposed by operators of
Externa Control Aress.

Bidder has full power and authority to execute and ddiver the Bid Package and to
perform its obligations hereunder. The completed Bid Package congtitutes a vaid and
legdlly binding obligation of the Bidder.

The execution and deivery of the Bid Package and the consummation of the
transactions contemplated hereby have been duly and validly gpproved by dl requiste
action, corporate or otherwise, on the part of Bidder, and no other proceedings,
corporate or otherwise, on the part of Bidder are necessary to approve and submit the
Bid Package and to consummate the transactions contemplated hereby.

Bidder is qudified to purchase the Unforced Capecity and has sufficient funds to
purchase the Unforced Capacity as contemplated herein.

Bidder holds dl licenses, franchises, permits and authorizations in compliance with any
applicable laws, rules and regulations that are necessary for the lawful ownership and/or
use of the Unforced Capacity.

Other than providing the information required by this Purchase Agreement, Bidder has
not amended or changed this Purchase Agreement in any way to make it different from
the “ Purchase Agreement” attached to the ICAP Manual as Attachment F.

(b) All representations and warranties contained herein shal be deemed to be made again as of the
purchase and sde of the Unforced Capacity as contemplated in this Purchase Agreement.

4, Indemnification; Release of Liability.

@ Bidder agrees to indemnify and save and hold harmless the NYI1SO, and dl of its respective
officers, directors, employees, and agents, from and againgt any and al losses, damages,
expenses, liabilities, clams or demands, including attorney’ s fees, (collectivey, the “Damages’)
whatsoever suffered or incurred by such parties resulting, arising from or relating to Bidder's
breach of any of its agreements, covenants, representations or warranties contained herein,
except for those Damages resulting from the NYISO's gross negligence or intentiond
misconduct.
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(b) Bidder hereby releases the NYISO, and al of its officers, directors, employees and agents,
from any and dl liability arisng from or rdating to the Auctions, except with respect to any gross
negligence or intentiona misconduct on the pat of the NYISO, its officers, directors,
employees, or agents.

5. Miscellaneous.

@ All inquires, notices, and communications can be given by the NY1SO to the Bidder asfollows:

Name:
Address:
Phone:
Fax:
E-mall:

(b) All representations, warranties, covenants, and obligations of this Purchase Agreement shdl
survive the purchase of the Unforced Capacity by the Bidder.

(© The Bidder's Bid Package, together with the 1SO Services Tariff and the ICAP Manud,
condtitute the entire agreement between the Parties on the subject matter hereof and supersede
al prior discussons, agreements, and understandings of any kind and nature between them.

(d) It is understood and agreed that the provisions of this Purchase Agreement are intended for the
benefit of the Bidder and the NY1SO and may be enforced directly by the NYI1SO against
Bidder or by the Bidder against the NY1SO.

(e This Purchase Agreement and dl Electronic Bids shdl be governed by and construed in
accordance with the laws of the State of New Y ork without giving effect to its conflict of laws
provisons.

NYISO Installed Capacity Manual F-7

Attachment F: Agreement to Purchase Installed Capacity in NYISO Installed Capacity Auctions



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting
03/14/200110:45 PM
IN WITNESS WHEREOF, this Purchase Agreement has been submitted as of the date first above
written.

NAME OF BIDDER:

By:

Name:

Title:

New York Independent System Operator, Inc.

By:

Name:

Title:
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Attachment G

Agreement To Sell Unforced Capacity in
NYISO Administered Installed Capacity
Auctions

THIS AGREEMENT TO SELL UNFORCED CAPACITY (the “Sde Agreement”), dated as of this

__day of , , Isgiven by , having a principal business
address at (the “Offeror™).
RECITALS

WHEREAS, pursuant to the terms of the New Y ork Independent System Operator Services Tariff (the
“ISO Services Taiff”) and the NYISO Ingtdled Capacity Manud (the “ICAP Manud”), the New
York Independent System Operator, Inc. (the “NYI1SO”) will administer “Strip” (twice per year),
“Monthly” (twelve per year), and as needed “Deficiency” auctions (the “Auctions’), wherein Offerors
may sell and Bidders may purchase Unforced Capacity; and

WHEREAS, dl capitaized terms used herein without definition shal have the meaning ascribed thereto
in the 1SO Services Tariff and/or the Independent System Operator Agreement (the “1SO Agreement”)
and the ICAP Manud; and

WHEREAS, Offeror is an Eligible Customer and intends that the submission of this Sde Agreement,
coupled with the submisson of a properly formatted offer via eectronic mal (“Electronic Offer”)
(together the “Offer Package’), shdl condtitute an officid offer for purposes of each Auction in which
the Offeror submits an Electronic Offer and that the Offer Package will be recorded and objectively
andyzed pursuant to the 1SO Services Taiff and the ICAP Manud, which materids have been
reviewed by the Offeror;

NOW, THEREFORE, in condderation of the NYISO including Offeror’'s Electronic Offers in the
Auctions, which Offeror acknowledges and agrees is adequate consideration for its obligations
hereunder, Offeror and the NY1SO (together the “ Parties’) hereby agree to the following:

1 Offer to Sell Unforced Capacity.

@ The Parties agree that the Auctions will be conducted in accordance with the 1ISO
Services Tariff and the ICAP Manual.
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(b) The Parties agree that each Electronic Offer submitted is vaid for only one Auction and
that an Electronic Offer must be submitted for each Auction in which the Offeror desresto participate.

(© The Offeror agreesto sdll Unforced Capacity in the amounts, for at least the minimum
prices, and from the resources specified in Offeror’ s Electronic Offers (each individud offer ligted in an
Offeror’s Electronic Offer being referred to as an “ Individua Offer”) and requests that the NY1SO
submit the Individua Offersin Auction for which they are submitted. The Parties agree that the sde
price for the Unforced Capacity offered in each Individua Offer in an Auction shal be the Market
Clearing Price established in that Auction (as determined by the NY SO, or its designee); provided,
however, that if the Unforced Capacity isfrom a Subject Generator (as defined in the Attachment | of
the ICAP Manuadl) then the sale price for the Unforced Capacity indicated in such Individua Offer shall
be calculated pursuant to the ICAP Manual.

(d) The Parties agree that the Offeror’ s submission of a completed Offer Package
represents a binding obligation of the Offeror to sdl the amount of Unforced Capacity referenced in its
Electronic Offer.

(e The Parties agree that the mere submission of an Offer Package does not obligate the
NY S0 to accept the Offer Package, in whole or in part, nor does the submission of an Offer Package
grant any right to the Offeror to sell any Unforced Capecity.

@ The Parties agree that the Market Clearing Price for Unforced Capacity could be
positive or zero.

()] The Parties agree that the offers contained in Offeror’s Electronic Offer may be
amended by the Offeror at any time during the period in which Electronic Offers are accepted (the
“Offering Period”) by submitting a new Electronic Offer which must be received in accordance with this
Section and the ICAP Manud. If an amendment istimely and correctly submitted by the Offeror as
provided herein, the most recently received Electronic Offer, as indicated by the date and time of
submission reported on the Electronic Offer, will supersede any previous Electronic Offer(s) and any
previous Electronic Offer(s) will have no further force or effect.

(h The Parties agree that this Sale Agreement must be received by the NY SO, viafax, by
5:00 PM on the Return Date prior to the first Auction in which the Offeror desiresto participate, as
specified in Attachment A of the ICAP Manud. Thisfax submisson must be followed by delivery of
the origind Sde Agreement viaan overnight mail service or addivery service requiring the sgnature of
the addressee, ddlivered to the NY SO by 12:00 noon on the following day. Fax submissions must be
sent to: "ICAP Auctioneer c/o NY1SO" at (518) 356-6208, (518) 356-6146, or (518) 356-6100.
Express mail deliveries must be delivered to:

ICAP Auctioneer
Clo New Y ork Independent System Operator
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290 Washington Ave. Ext.
Albany, NY 12203

0] The Parties agree that to complete the Offer Package, the Offeror must submit, in
addition to a Sale Agreement, a properly formatted Electronic Offer to the NY1SO at
<dlicap@nyiso.com> prior to close of the Offering Period in each Auction in which the Offeror wishes
to participate. The Parties further agree that the Electronic Offer must be submitted in the format
provided by the NY SO using Microsoft Excel software, that the Offeror must provide dl information
required on the Electronic Offer, that the Offeror must password-protect the file before transmitting it to
the NY1S0, and that the time of submission for dl Electronic Offerswill be determined by the date and
time stamp of the automatic return receipt transmitted by the NY1SO to the Offeror upon receipt of the
Electronic Offer.

()] The Parties agree that timely submission of an Offer Package does not guarantee that
the Offer Package isvaid for incluson in an Auction. The Parties agree that an Offer Package that has
not been completed in conformity with the ICAP Manud and this Sde Agreement, inthe NYISO's sole
judgment, shdl be invaid and will be rejected.

(k) In the event that the NY1SO invdidates an Offeror’s Offer Package, it shdl notify the
Offeror as soon as reasonably possible viaemail. If an Offeror’s Offer Package isinvalidated, the
Offeror shdl have the right to submit arevised Offer Package a any time until the close of the Offering
Period.

()] The Parties agree that the Offeror bears the sole respongbility for submitting a correct
and complete Offer Package.

2. Payment Proceduresfor Sale of Unforced Capacity

@ The Offeror’s obligation to sall Unforced Capacity shal become effective upon the
distribution of written notice (the “ Award Notice’) following each Auction, as specified in Attachment A
to the ICAP Manua. The Award Notice shdl specify the amount of Unforced Capacity that the
Offeror has sold in the Auction, the Market Clearing Price of such Unforced Capacity, the location of
the resource and the Tota Selling Price (as defined in this Section 2(a)). Thetotd sdlling price (“Totd
Sdling Price’) shdl equd the sum of the products of the amount of Unforced Capacity and the Market
Clearing Price for each Individua Offer, except, if any Individua Offer to be included in such caculation
includes Unforced Capacity from a Subject Generator (as defined in the Attachment | of the ICAP
Manud), then the individud sdes price for any such Individud Offer that must be included in the
caculation of Tota Selling Price shdl be caculated pursuant to the ICAP Manud.

(b) Within sx (6) business days of Offeror’sreceipt of the Award Notice, Offeror shal give
wiring ingructions to the NY 1SO, or its designee, designating the account(s) to which funds generated
from the Auction will be transferred by the NY SO pursuant to the ICAP Manual.
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(© By 10:00 AM on thefirst banking day after the twentieth day of the month after the
month for which Unforced Capacity was sold, the NY 1SO shdl cause funds to be wired to the accounts
specified in Section 2(b) of this Sde Agreement in an amount equd to the Totd Selling Price specified in
the Award Notice for that Auction.

0] Unforced Capacity sold in the Strip Auction will be paid at one sixth the total amount
gpecified in the Award Notice after the month for which Unforced Capacity was sold, and each month
thereafter until the total award vaue is satisfied.

(d) Within six (6) business days after receipt of an Award Notice by the Offeror, to the
extent that the Offeror disputes the calculation of the Tota Sdlling Price due and payable, the Offeror
shdl give written notice to the NY SO, or its designee, setting forth in reasonable detail the basis for any
such disagreement (“Dispute’). If the Offeror does not give written notice within the Six (6) business
day period, the Offeror shal be deemed to have irrevocably accepted the Tota Sdlling Pricein the
manner pecified in the Award Notice as delivered to the Offeror by the NY1SO, or its designee.

(e If atimely filed written notice of Dispute is given, the Offeror and the NY1SO, or its
designee, shdl promptly commence good faith negotiations with a view to resolving the Dispute(s) within
five (5) business days of the NY1SO'sreceipt of such notice. If the Dispute(s) are not resolved within
the five (5) business day period, then the Dispute(s) shall thereafter be referred by either the Offeror or
the NY IS0, or its designee, to Richard L. Miles, Director, of the FERC Office of Dispute Resolution
Service, or his successor in office (the “ Director”) for aresolution of such Dispute(s) in accordance with
this Sde Agreement and the ICAP Manua. The resolution of the Dispute(s) shall be conducted in the
following manner:

0] Within three (3) business days after being notified of a Dispute, the Director shall
identify and create alist of five (5) arbitrators who must be knowledgesble about the energy industry, to
be ddlivered to the Offeror and the NY SO, or its designee.

(i) Within five (5) business days of receipt of such list from the Director, the Offeror and
the NYISO, or its designee, separately, shall salect three (3) arbitrators from the Director’slist and
resubmit their salections to the Director.

@)  Withintwo (2) busness days of the Director’ s receipt of the resubmitted list of
arbitrators from the Offeror and the NY SO, or its designee, the Director shal sdect initssole
discretion one arbitrator (the “ Arbitrator”) to resolve the Dispute(s) in accordance with the terms and
conditions of this Sde Agreement and the ICAP Manud. The decision and resolution of the Arbitrator
shall be rendered within twenty (20) business days after referrd of the Dispute(s) to the Arbitrator and
shdl be fina and binding upon the parties. During this twenty (20) business day period, the Offeror and
the NY IS0, or its designee, will be dlowed to make written and oral presentations to the Arbitrator.
The Offeror and the NY SO, or its designee, shall use their best efforts to cause the Arbitrator to
render its decison within the twenty (20) business day period described above, and each shadl
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cooperate with the Arbitrator and provide the Arbitrator with access to the books, records and
representatives of each asthe Arbitrator may require in order to render its determination. All of the fees
and expenses of any Arbitrator retained pursuant to this Section shdl be paid by the party who does not
preval in the Dispute.

(iv) In the event that the Offeror is barred, by law, from entering into binding arbitration,
Disputes shdl be heard in a court of competent jurisdiction in the State of New Y ork.

® To the extent that the Offeror disputes the caculation of the Tota Selling Price due and
payable, NY SO shdl remain obligated to make payment in full for the Unforced Capacity as indicated
inthe Award Notice. If it islater determined, in accordance with this Section 2 that an underpayment
has been made by the NY1S0O to the Offeror, then the NY1SO shdl pay the amount owed to the
Offeror. If itislater determined, in accordance with this Section 2, that an overpayment has been
made by the NY1SO to the Offeror, then the Offeror shdl refund the amount of the overpayment to the
NYISO. Payments made pursuant to this Section 2(f) shall aso include interest calculated from the
date that the underpayment or overpayment was made, in accordance with the methodology specified
for interest on refundsin the FERC regulations at 18 C.F.R. § 35.19a(a)(2)(iii).

(o)) If amigtake is discovered in the calculation of information provided in an Award Notice
after its ddlivery, the NY SO reserves the right and has the obligation to revise the Award Notice and
the information therein, and the Offeror acknowledges that it will be obligated to make arrangement for
payment or receipt of payment in accordance with the revised Award Notice. Prior to making such
revison, the NY SO shall notify Offeror of the mistake and provide the Offeror with an explanation of
the basis for the revised Award Notice.

3. Representations and Warranties of the Offeror.
@ The Offeror hereby represents and warrants to the NY1SO as follows:

() Offeror is an Eligible Customer and is selling Unforced Capacity soldly for purposes
related to its business as a producer, processor, commercia user of or a merchant handling Installed
Capacity or the products or by-products thereof.

(i) Offeror has full power and authority to execute and deliver the Offer Package and to
perform its obligations thereunder. The completed Offer Package congtitutes avaid and legaly binding
obligation of the Offeror.

()  Theexecution and delivery of the Offer Package and the consummeation of the
transactions contemplated thereby have been duly and vaidly approved by dl requisite action,
corporate or otherwise, on the part of Offeror, and no other proceedings, corporate or otherwise, on
the part of Offeror are necessary to approve and submit the Offer Package and to consummate the
transactions contemplated hereby.
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(iv)  Offeroristhe Ingtaled Capacity Holder (as defined in the ICAP Manud) of the
Unforced Capacity being offered pursuant to this Sde Agreement free and clear of any retrictions on
transfer (other than imposed under the 1SO Services Tariff and the ICAP Manual), taxes, security
interests, options, warrants, purchase rights, contracts, commitments, equities, clams, or demands.

v) The amount of Unfoced Capacity that Offeror has offered for sae pursuant to the Sale
Agreement does not exceed the amount of Qualified Ingaled Capacity, as defined in the ICAP Manud,
that the resource from which such Unforced Capacity is obtained (the “ Sdlected Resource”’) is
permitted to provide. Offeror will provide documentation evidencing the amount of Qualified Instdled
Capacity that the Selected Resource may provide.

(vi)  Theamount of Unforced Capacity that the Offeror is offering for sde pursuant to the
Sale Agreement does not exceed the Offeror’s share of the amount of Unforced Capacity that the
Selected Resource is permitted to provide.

(vii)  Offeror [owng] [has contracted to purchasg] [is designated as the agent for the owner
of] the share of the Selected Resource offered pursuant to this Sde Agreement. (Circle the bracketed
language that is gpplicable and strike the remaining bracketed language.) If Offeror has contracted to
purchase or is designated as the agent for the owner of the share of the Selected Resource offered,
evidence of such arrangement has been attached to this Sde Agreement.

(viii)  The Unforced Capacity offered for sde pursuant to this Sale Agreement has not
previoudy been committed in the New Y ork market or in any other market.

(iX)  The Unforced Capacity sold by the Offeror in the Auctions is thereby committed to the
NY CA and cannot be released by the Offeror outside the NY CA until the term of the Unforced
Capacity sold in the Auctions has expired.

) Offeror shal hold, use, and assign any Unforced Capacity offered in the Auctionsin
accordance with the terms and conditions set forth in the ISO Services Tariff and the ICAP Manudl.

(xi)  Other than providing the information required by this Sde Agreement, Offeror has not
amended or changed this Sde Agreement in any way to make it different from the Sdle Agreement
attached to the ICAP Manua as Attachment G.

(b) All representations and warranties contained herein shall be deemed to be made again
as of the purchase and sde of the Unforced Capacity contemplated in this Sde Agreement.

4, Indemnification; Release of Liability.

@ Offeror agrees to indemnify and save and hold harmlessthe NY1SO, and dl of its
respective officers, directors, employees, and agents, from and against any and al losses, damages,
expenses, ligbilities, daims, or demands, including attorney’ s fees, (collectively, the “ Damages’)
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whatsoever suffered or incurred by such parties resulting, arising from or relaing to Offeror’ s breach of
any of its agreements, covenants, representations, or warranties contained herein, except for those
Damages resulting from the NY1SO’s gross negligence or intentional misconduct.

(b) Offeror hereby rdleasesthe NY SO, and dl of its officers, directors, employees and
agents, from any and dl liability arising from or relaing to the Auctions, except with respect to any gross
negligence or intentional misconduct on the part of the NY IS0, its officers, directors, employees, or
agents.

5. Miscellaneous.

@ All inquires, notices and communications can be given by the NY1SO to the Offeror as
follows

Name:

Address:

Phone:

Fax:

E-mal:

(b) All representations, warranties, covenants, and obligations of this Sae Agreement shall
survive the sde of the Unforced Capacity by the Offeror.

(© The Offeror’ s Offer Package, together with the 1SO Services Tariff and the ICAP
Manud, congtitute the entire agreement between the Parties on the subject matter hereof and supersede
al prior discussons, agreements, and understandings of any kind and nature between them.

(d) It is understood and agreed that the provisions of this Sde Agreement are intended for
the benefit of the Offeror and the NY1SO and may be enforced directly by the NY SO againgt Offeror
or by the Offeror against the NY 1 SO.

(e This Sde Agreement and al Electronic Bids shdl be governed by and construed in
accordance with the laws of the State of New Y ork without giving effect to its conflict of laws
provisons.

IN WITNESS WHEREOF, this Sde Agreement has been submitted as of the date first above written.
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NAME OF OFFEROR:

By:

Name:

Title:

New York Independent System Operator, Inc.

By:

Name:

Title:

NYISO Installed Capacity Manual G8
Attachment G: Agreement to Sell Installed Capacity in NYISO Administered Installed Capacity Auctions



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

03/14/200110:45 PM

Attachment H:

NYISO Administered Installed Capacity
Auctions: lllustrations of Market-Clearing
Price Calculations

Example 1: No Locational Constraints Bind, Partially
Selected Offer

Suppose that the following offers are made into a second phase of a two-phase auction
(or into the single phase of a one-phase auction):

100 MW of Ingaled Capacity from Generator X, which islocated in the NY CA but not in
any other Locdity, is offered a $2/kW month.

100 MW of Ingalled Capacity from Generator Y, located in Locdlity Z, is offered at
$5/kW month.

Also suppose the following bids are made into that phase:
Bidder A offersto purchase 150 MW of Ingtaled Capacity at $6/kW month.
Bidder B offersto purchase 75 MW of Instaled Capacity at $3/kW month.

Both Bidders state that the Installed Capacity they are purchasing must be located in the
NY CA, but do not place further restrictions on the location of the Installed Capacity Supplier.

The 1SO will sdect the following offers and bids in this phase:
All of the 100 MW of Ingtaled Capacity offered from Generator X.
50 MW of the 100 MW of Ingtalled Capacity offered from Generator Y.
All of the 150 MW that Bidder A Bidsto purchase.
None of the 75 MW that Bidder B Bids to purchase.

Since dl of the Ingtaled Capacity offered in this phase meets the locationd criteria
sated in each of the bids, the locationd congraints did not affect the SO’ s sdlection of Inddled
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Capacity Suppliers. Thisadso meansthat the 1SO will only caculate a sngle Market-Clearing
Price for Ingaled Capacity for this phase, which will gpply to dl locations.

That Market-Clearing Price shdl be the bid cost of meeting demand for a smdll
incremental amount of Ingtalled Capacity at the lowest cost. If it had been necessary to acquire
an additional MW of Indaled Capacity in this phasel, (1) the ISO could have selected 51
MW from Generator Y, instead of 50 MW; or (2) it could have sdlected only 149 MW of
Bidder A’s 150 MW bid to purchase Energy. Since Generator Y's offer price is $5/kW
month, while Bidder A’ s bid priceis $6/kW month, it would be less expensive to purchase
additional Ingtalled Capacity from Generator Y than to buy it back from Bidder A. Therefore,
Generator Y’ sbid of $5/kW month will set the Market-Clearing Price of Ingtaled Capacity. (If
the price were set at $6/kW month, 200 MW would be offered, while only 150 MW are
demanded. Therefore, a price of $6/kW month would not clear the market, and it is necessary
to bring the price down to $5/kW month to bring the quantity offered into the market down to
150 MW.)

Example 1
kW-mo,
¥ S
6
5 ¢
4
3
2
1
) MW
0
50 100 150 200 250

1 The size of the increment of demand that the 1 SO will actually use to determine Market-Clearing Prices will be
smaller than the minimum increment specified for bids and offersin the ISO Procedures. Therefore, if the ISO
Procedures call for the number of MWs of Installed Capacity that a Bidder bids to buy or an Offeror offersto sell to be
stated in terms of tenths of a MW, for example, then the 1SO would determine Market-Clearing Prices of Installed
Capacity by calculating the bid cost of meeting an incremental demand for a quantity of Installed Capacity that is
smaller than atenth of aMW.
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Example 2: No Locational Constraints Bind, Partially
Selected Bid

If we modify the preceding example by changing the price specified by Bidder A to
$4/kW month (but not making any other changes), then the |SO would sdect the following
offersand bidsin this phase:

All of the 100 MW of Ingtaled Capacity offered from Generator X.
None of the 100 MW of Instaled Capacity offered from Generator Y.
100 of the 150 MW that Bidder A Bidsto purchase.

None of the 75 MW that Bidder B Bids to purchase.

If it had been necessary to acquire an additional MW of Ingaled Capacity in this phase,
(1) the 1SO could have selected 1 MW from Generator Y, instead of 0 MW; or (2) it could
have sdlected only 99 MW of Bidder A’s 150 MW bid to purchase Energy. Bidder A’s bid
price is now $4/kW month, lower than Generator Y’ s $5/kW-month offer price, so Bidder A’s
bid price will be used to set the Market-Clearing Price of Installed Capacity at $4/kW month
for this phase. (If the price were set at $5/kW month, then Bidder A would be charged more
than it has agreed to pay for the Ingtalled Capacity it has purchased in the auction. In order not
to charge more than Bidder A has agreed to pay, it is necessary to bring the price down to
$4/kW month. That price permits the market to clear at a quantity of 100 MW.)
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Example 2
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Example 3: No Locational Constraints Bind, No Partially
Selected Offers or Bids, Offer Sets the Price

Now modify Example 1 so that the amount of Installed Capacity offered from
Generator X increasesto 150 MW (il at a price of $2/kW month). The SO would sdect the
following offers and bids in this phase:

All of the 150 MW of Ingtaled Capecity offered from Generator X.
None of the 100 MW of Ingtalled Capacity offered from Generator Y.
All of the 150 MW that Bidder A Bidsto purchase.

None of the 75 MW that Bidder B Bids to purchase.

If it had been necessary to acquire an additional MW of Ingtalled Capacity in this phase,
(2) the 1SO could have sdlected 1 MW from Generator Y, instead of 0 MW; or (2) it could
have selected only 149 MW of Bidder A’s 150 MW hid to purchase Energy. Since Generator
Y’s offer price is $5/kW month, while Bidder A’s bid price is $6/kW month, the Market-
Clearing Price of Installed Capacity for this phase will be set at the lower of these, or $5/kW
month. The consequences of choosing a higher price are the same asin Example 1.
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Example 3
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Example 4. No Locational Constraints Bind, No Partially
Selected Offers or Bids, Bid Sets the Price

Next, modify Example 3 by changing the price specified by Bidder A to $4/kW month.
Then the 1SO would select the following offers and bids:

All of the 150 MW of Ingtaled Capacity offered from Generator X.
None of the 100 MW of Ingtaled Capacity offered from Generator Y.
All of the 150 MW that Bidder A Bidsto purchase.

None of the 75 MW that Bidder B Bids to purchase.

If it had been necessary to provide an additional MW of Ingaled Capacity in this
phase, (1) the ISO could have selected 1 MW from Generator Y, instead of 0 MW; or (2) it
could have selected only 149 MW of Bidder A’s 150 MW bid. Since Generator Y’ s offer
price is $5/kW month, while Bidder A’s bid price is $4/kW month, the lower of these, or
$4/kW month, will be used to set the Market-Clearing Price of Ingtalled Capacity for this
phase.
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Example 5. Locality Constraint Binds

Return again to Example 1, but add the assumption that Bidder A has specified thet its
bidisvalid for Instdled Capacity located in Locdity Z only.

The SO would sdect the following offers and bids in this phase:
75 MW of the 100 MW of Ingtalled Capacity offered from Generator X.
All of the 100 MW of Ingtaled Capecity offered from Generator Y.
100 MW of the 150 MW that Bidder A Bidsto purchase.
All of the 75 MW that Bidder B Bids to purchase.

While there is more than 150 MW of Ingtalled Capacity available with an offer price of
less than $6/kW-month (Bidder A’s bid price), most of it isnot located in Locdlity Z. Only the
100 MW offered from Generator Y at $5/kW month is located in Locdity Z, so only 100 MW
of Bidder A’s bid was selected.
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All of Generator Y’ s offer was sdected, even though Generator X' s Installed Capacity
was offered at alower price and not al of it was sdected. This meansthat the Locdity Z
condraint is binding (snce Generator Y islocated in Locality Z), so the ISO will caculate two
different Market-Clearing Prices for this phase: one for Installed Capacity in Locality Z and one
for Ingtalled Capacity everywhere dse.

If it had been necessary to acquire an additiond MW of Instaled Capacity in this phase
in Locdity Z, the 1SO would have had to select only 99 MW of Bidder A’s 150 MW hid.
(There are no dternativesin this example because Generator Y was the only Ingtalled Capacity
Supplier in Locdlity Z, and dl of Generator Y’s Ingtalled Capacity was sdlected in the auction,
S0 none remains available to meet any additiond demand in Locality Z.) Since Bidder A’sbid
price is $6/kW month, the Market-Clearing Price of Ingtalled Capacity in Locdity Z in this
phase will be $6/kW month.

If it had been necessary to acquire an additiona MW of Ingtaled Capacity in this phase
outsde Locdity Z, (1) the ISO could have selected 76 MW from Generator X, instead of 75
MW; or (2) it could have selected only 74 MW of Bidder B's 75 MW bid to purchase Energy.
Since Generator X’ s offer price is $2/kW month, while Bidder B’ s bid price is $3/kW-month,
the lower of these, or $2/kW month, will set the Market-Clearing Price of Ingtalled Capacity
outsde Locdlity Z in this phase.
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Example 6: External Control Area Constraint Binds

Again, return to Example 1, but change the locationa congtraint that Bidder B specified
initshid. Instead of the congtraint specified in Example 1, assume that Bidder B specified that
while the Ingtaled Capacity it is Bidding to purchase could be located anywhere in the NY CA,
it dso could be located in Externad Control Areas P or Q. Bidder A will continue to require that
al of its Installed Capacity be located within the NY CA.

In addition, assume that the following new offers of Installed Capacity are submitted into
this phase:

50 MW of Ingtdled Capacity from a Generator located in Externd Control AreaPis
offered at $1/kW month.

50 MW of Ingtdled Capacity from a Generator located in Externd Control AreaQ is
offered at $2/kW month.

The 1SO would select the following offers and bids:
All of the 100 MW of Ingtaled Capacity offered from Generator X.
50 MW of the 100 MW of Ingtalled Capacity offered from Generator Y.
All of the 50 MW of Ingtaled Capacity offered from Externa Control AreaP.
25 MW of the 50 MW of Ingtalled Capacity offered from External Control Area Q.
All of the 150 MW that Bidder A bidsto purchase.
All of the 75 MW that Bidder B Bids to purchase.

Bidder B isthe only Bidder that can purchase the Indalled Capacity offered from the
External Generators, since Bidder A stated that its Ingtalled Capacity must be located in the
NYCA. Since Bidder B’s $3/kW month bid price exceeds the offer pricesfor the Instaled
Capacity from these External Generators, all of Bidder B’'s 75 MW bid to purchase Energy was
selected in this phase.

Part of Generator Y’ s offer was selected, even though not al of the Installed Capacity
in Externa Control Area Q, which was offered at alower price, was sdlected. The reason isthe
congraint that Bidder A placed upon itsbid. This causes the External Control Area congraint
to bind for Externa Control Areas P and Q, so the ISO will caculate two different Market-
Clearing Pricesfor this phase: one for Installed Capacity in Externa Control Areas P and Q,
and onefor Ingtalled Capacity everywhere else.

(Note thet the 1SO will calculate asingle price that will gpply to both External Control
Areas Pand Q. Bidder B, which isthe sole purchaser of Installed Capacity located in these
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Externd Control Areasin this phase, has sated that it will accept Ingtalled Capacity from either
Externa Control Area, without any limitations on the amount that it will accept from an
individual External Control Area. Therefore, Ingtaled Capacity located in elther of these
Externd Control Areas can be substituted for Installed Capacity in the other External Control
Areg, for the purposes of this phase, so these External Control Areas condtitute a single market,
with asingle price)

If it had been necessary to acquire an additiona MW of Ingtaled Capacity in this phase
in Externa Control Areas P or Q, (1) the 1SO could have selected 26 MW from Externd
Control Area Q, ingtead of 25 MW; or (2) it could have sdlected only 74 MW of Bidder B's
75 MW bid to purchase Energy. Since the offer price from External Control Area Q is $2/kW
month, while Bidder B’s bid price is $3/kW month, the lower of these, or $2/kW month, will be
used to set the Market-Clearing Price of Ingtaled Capacity for this phase in Externd Control
AreasPand Q.

If it had been necessary to acquire an additiond MW of Instaled Capacity in this phase
outside Externd Control AreasPor Q - i.e, if it had been necessary to acquire an additional
MW of Ingtaled Capacity inthe NY CA, since there are no other Externd Control Areasin this
example-(1) the 1SO could have sdected 51 MW from Generator Y, instead of 50 MW; or (2)
it could have sdlected only 149 MW of Bidder A’s 150 MW bid to purchase Energy. Since
Generator Y's offer price is $5/kW month, while Bidder A’s bid price is $6/kW month, the
lower of these, or $5/kW month, will be used to set the Market-Clearing Price of Installed
Capacity for thisphaseinthe NYCA. (Thisprice dso gppliesto dl Locdities within the
NYCA, snce no Locdity congrants are binding in this example).
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HFKW-mo. S FKkW-mo. S

6 6

5 5 @

4 4

3 3

T 2

1 1

b D
0 mw O MW
50 100 150 200 250 50 100 150 200 250
In Control Areas P and Q NYCA
NYISO Installed Capacity Manual H-11

Attachment H: lllustrations of Market-Clearing Price Calculations



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

03/14/200110:45 PM

Attachment I
Miscellaneous Auction Procedures

Section 1: Procedures Applicable to Installed Capacity
Buyers

1.1  Submission of Bid Packages

Buyers Bidding to purchase Unforced Capacity must submit a complete Bid Package to
the 1SO in the form prescribed in Attachment F to this Manud, i.e., a completed Purchase
Agreement and a properly formatted Electronic Bid, as those terms are defined in Attachment F
to thisManud.

Purchase Agreements must be submitted to the ISO viaan overnight mail service or a
delivery service that requires the signature of the addressee in order to record the date and time
of delivery. Purchase Agreements may not be submitted viaFAX or email. Each Purchase
Agreement, upon receipt, will be time stamped by the |SO.

Electronic Bids must be submitted viae-mail to the 1SO at buylngtalled
Capacity@nyiso.com. An Electronic Bid may contain more than one individud bid (each an
“Individua Bid”). All Individua Bids must be contained in only one Electronic Bid.

If the ISO invaidates a Bid Package for any reason, it will notify the Buyer that
submitted the Bid Package, via e-mail, on the same day that the Bid Package was received.

Buyers may revise their Bid Packages a any time during the bidding Period by
submitting anew Electronic Bid. If anew Electronic Bid istimely, correctly and completely

submitted by the Sdller, it will completdy override any previous Electronic Bid(s) and any
previous Electronic Bid(s) will have no further force or effect.

Buyers may not submit negeative dollar bids. Only bids specifying a price greater than or
equal to zero will be accepted.

1.2 Invalidation of Bids
The 1SO shdl invdidate an Electronic Bid for any of the following reasons.

a) The Electronic Bid is received by the 1SO outsde the bidding Period;
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b) The Electronic Bid does not include dl information required by the Electronic
Bid form;

) The Electronic Bid contains an incorrect registrant name;

d) The Electronic Bid has been modified, amended or changed other than to
provide required information and other than in connection with the submission of
arevised Electronic Bid;

€) The Electronic Bid is not password-protected using the password provided to
the Buyer by the ISO; or

f) The Electronic Bid is submitted with a date and time stamp identica to any
other Electronic Offer submitted by the Seller.

The ISO shdl invdidate an Individud Bid for any of the following reasons:

a) The bid priceislessthan zero;

b) The quantity of Unforced Capacity specified is not given to atenth of aMW,
) The Price is not specified to two decima places,

d) Missing information in either the Price or MW columns; or

e) Multiple months are included in the ‘Monthly Effective Period’ field.

Section 2. Procedures Applicable to Installed Capacity
Sellers

2.1  Submission of Offer Packages

Sdlers offering to sall Unforced Capacity must submit a complete Offer Package to the
ISO in the form prescribed in Attachment G to this Manudl, i.e., a completed Sde Agreement
and a properly formatted Electronic Offer, as those terms are defined in Attachment G to this
Manud. Offer Packages must be submitted during the Offering Period established in
Attachment A, and described in Attachment G, to this manud.

Sde Agreements must be submitted to the SO via an overnight mail service or a
delivery service that requires the signature of the addressee in order to record the date and time
of delivery. Sde Agreements may not be submitted viaFAX or email. Each Sde Agreemernt,
upon receipt, will be time stamped by the 1SO.
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Electronic Offers must be submitted viae-mail to the 1SO at sdllingtdled
Capacity@nyiso.com. An Electronic Offer may contain more than one individud offer (each an
“Individud Offer”). All Individua Offers must be contained in only one Electronic Offer.

Sdlers may revise their Offer Packages at any time during the Offering Period by
submitting a new Electronic Offer. If anew Electronic Offer istimely, correctly and completely
submitted by the Sdller, it will completely override any previous Electronic Offer(s) and any
previous Electronic Offer(s) will have no further force or effect.

If the 1SO invdidates an Offer Package for any reason it will notify the Sdller that
submitted the Offer Package, viaemail, on the same day that the completed Offer Package was
received.

2.2 Invalidation of Offers
The 1SO shdl invaidate an Electronic Offer for any of the following reasons.
a) The Electronic Offer is received by the 1SO outside of the Offering Period;

b) The Electronic Offer does not contain al information required by the Electronic
Offer form;

) The Electronic Offer contains an incorrect registrant name;

d) The Offer Package has been modified, amended or changed other than to
provide required information and other than in connection with the submission of
arevised Electronic Offers,

e) The Electronic Offer is not password protected using the password provided to
the Sdller by the SO;

f) The Electronic Offer is submitted with a date and time samp identica to any
other Electronic Offer submitted by the Seller.

The 1SO shdl invdidate an Individud Offer for any of the following reasons.
a) More than one location has been specified;

b) The Resource name does not correspond to the Resource for which the Seller
holds Unforced Capecity;

) The offer priceis less than zero;

d) The quantity of Unforced Capacity offered is not given to atenth of aMW;
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€) The quantify of Unforced Capacity offered is less than or equad to zero;

f) The quantity of Unforced Capacity offered for a Resource is grester than the
amount of Unforced Capacity the Seller is authorized to sdll from that Resource;

0 The Priceis not specified to two decimal places,
h) Missing information in ether the Price, MW or Resource name columns,

i) Non-unique prices are given for Individua Offersto sdll capacity for the same
Resource; or

)] Multiple months are included in the ‘Monthly Effective Period’ field.
2.3  Multiple Offers from the Same Installed Capacity Supplier

Installed Capacity Suppliers may submit multiple offers to sell Unforced Capacity
associated with a given Ingtaled Capacity Supplier. However, the total amount of Unforced
Capacity offered for sde from a given Ingtaled Capacity Supplier must not exceed the total
amount of Unforced Capacity that may be sold from that Installed Capacity Supplier, as
determined pursuant to Section 4 of this manud.

Example: Vdid offersto sal Unforced Capacity from an Installed Capacity Supplier
that is qudified to sell 100.5 MW of Unforced Capacity. In this example, the Instaled Capacity
Supplier has offered the maximum alowable amount of Unforced Capacity.

Resour ce Unforced Capacity Offer Price
Name Offered (MW) (kW - month)
XYZ - ABC 50.5 10.50
XYZ - ABC 50.0 11.25

Example Invalid offersto sal Unforced Capacity from a Resource that is quaified to
sl 100.5 MW of Unforced Capecity. Inthisexample, dl offers from this Installed Capacity
Supplier are invalidated because the total Unforced Capacity offered exceeds the maximum
amount of Unforced Capacity that the Installed Capacity Supplier is qudified to sl.

Resource Unforced Capacity Offer Price
Name Offered (MW) ($kW - month)
XYZ - ABC 50.3 10.50

NYISO Installed Capacity Manual
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XYZ - ABC 50.3 11.25

2.4  Requirement that Offers be Unique

All offersto sdl Unforced Capacity associated with a given Ingtaled Capacity Supplier
must be made at a unique price.

Example: Invalid offersto sell Unforced Capacity from an Installed Capacity Supplier
that is qudified to sdl 100 MW of Unforced Capacity. Inthisexample, dl offersto sdl
Unforced Capacity are invalidated because the offer prices were not unique.

Resource Unforced Capacity Offer Price
Name Offered (MW) (kW - month)
XYZ - ABC 60.0 11.25
XYZ - ABC 40.0 11.25

2.5 Subject Generators and the Capacity Reference Price

With respect to Subject Generators, if the Price for aMW of Unforced Capacity
offered in the Auction is caculated to be greater than the Capacity Reference Price (see below),
then the offer for that MW of Ingtalled Capacity would be invalidated.

Section 3. Subject Generators
3.1  Definition and Requirements

Some Ingtalled Capacity Suppliers located within the New Y ork City Locdlity that are
subject to a FERC and PSC-approved Installed Capacity price cap of [to be determined]/kW-
year (“ Subject Generators’).

During the 2001 Summer Obligation Procurement Period, Subject Generators may not
offer to sall Unforced Capacity at a price higher than $8.75/kW/month (the “ Capacity
Reference Price”).

Subject Generators must Bid their available Unforced Capacity into each phase of each
| SO-administered Ingtalled Capacity Auction in which they are permitted to participate. Under
certain conditions, described in detail in Section 5 of this Manua and in Section 5.13 of the ISO

NYISO Installed Capacity Manual I-5
Attachment I: Miscellaneous Auction Procedures



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

03/14/200110:45 PM
Services Tariff, Subject Generators will be restricted in their ability to participate in the second
phase of certain |SO-administered Installed Capacity Auctions,

3.2 Subject Generator List

The Resources listed below shall be Subject Generators during 2001-2002 Winter

Capability Period.

Arthur Kill Units2 and 3;

Arthur Kill GT;

AgoriaUnits 3, 4 and 5;

AgoriaGTs,

East River Units6 and 7,

Gowanus GTs,

Narrows GTs;

Ravenswood Units 1, 2 and 3;

Ravenswood GTs, and

Waterside Units 6, 8 and 9.

Section 4: Proration of Installed Capacity Awards
4.1 Proration Methodology

In any Monthly Auction, if multiple bids to purchase Unforced Capecity in aLocdity
have the same bid price and that bid price equas the Market Clearing Price for that Locdlity,
the MW amount of the awarded Unforced Capacity to each of these Buyers will be prorated so
that the MWs of Capacity awarded to each Buyer in association with that bid will be calculated
as the product of the MW amount of the bid and the ratio of the MW amount awarded to
Bidders Bidding that price in that Locdlity to the totd MW amount of dl the bidsto purchasein
that Locality at that Market Clearing Price.

In any Monthly Auction, the ISO will award as many bids to buy Capacity as possible,
subject to the limitation that the Market Clearing Price not exceed the price specified in the
Buyer'shid.
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Asaresult of the proportiona alocation of MWs, Market Participants who purchased
Unforced Capacity in an |SO-administered Installed Capacity market may be awarded MWsin
0.1 MW increments.

Section 5;: Award Notices
51 Electronic Distribution of Award Notices

The 1SO will send each Buyer and Sdller that is sdlected to buy or sdl Unforced
Capacity an Award Notice, as defined in Attachments F and G to this manud, respectively, via
e-mail within five (5) business days of the conclusion of the Capability Period Auction or the
Obligation Procurement Period auction.

Buyers and Sdllers shall be presumed to have received Award Notices on the first
business day after the Award Notices are e-mailed by the |SO.

5.2 Content of Award Notices

Award Notices sent to Buyers shall set forth the Market Clearing Price, the amount of
Unforced Capacity purchased, the location of Installed Capacity Suppliers associated with the
Unforced Capacity and the Total Purchase Price, asthat term is defined in Attachment F to this
Manud.

Award Notices sent to Sdllers shal set forth the Market Clearing Price, the total amount
of Unforced Capacity sold, the location of the Ingtalled Capacity Supplier(s) associated with the
Unforced Capacity and the Total Sdlling Price, as that term is defined in Attachment G to this
Manud.

5.3 Disputes Concerning Award Notices

Any Buyer or Sdler that disputes an Award Notice, or the caculations underlying an
Award Notice, must provide written notice to the 1SO within the earlier of three (3) business
days after the date that the Award Notice was received, or eeven (11) caendar days after the
relevant Ingtalled Capacity auction. All disputes other than those concerning the Total Purchase
Price or Totd Sdlling Price shal be resolved pursuant to the Dispute Resolution Procedures set
forth in the 1SO Services Tariff. Disputes concerning Tota Purchase Price or Totd Selling Price
shall be resolved pursuant to the procedures set forth in Attachments F and G to this Manudl,

respectively.

Section 6: Posting of Installed Capacity Auction Results
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6.1 Information Posted in Auction Results

The 1SO will publicly post on the website http:/Aww.nyiso.com for each “Monthly
Effective Period,” the results of the Ingtaled Capacity Auction and will include the following
information:

1) The Market Clearing Price determined for each Locdity in each Ingdled
Capacity Auction;

2) Thetotal amount of Unforced Capacity in each Locdlity, in the portion of the
NY CA not included in any Locdity, and in each Externd Control Areathat was
sold in each Monthly Auction;

3) The totd amount of Unforced Capacity purchased in each Monthly Auction,
broken down by the congtraint placed upon the location of that Unforced
Capacity by the Bidders placing those bids; and

4) The MW aggregate of the bids to purchase and the Offersto sell Unforced
Capacity.
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Attachment J:

Unforced Capacity for Installed Capacity
Suppliers

[Note to the ICAPWG from the NY I SO Staff:

This Attachment Jis blacklined against the Attachment J handout
circulated by John Charlton at the February 28, 2001 ICAPWG
meeting.]

1.0 Fundamental Formulas

(1-1) UCAP = (1- EFORo) = DMNC

fi ~ FOH + f, © (EFOH - FOH)

1-2) EFORb =
(1-2) EFORo SH + f~ FOH
1 1
— + J—
(1-3) fr = r_ T Note: Divideby Ologicto
E + 1 + i be provided.
r T D
(1-3a) r = averageforced outage duration = FOH
- ae™ X "~ number of forced outages
(1-3b) T = averagetime between callsfa aunittorun = RS
- « " number of attempted starts

SH
number of successful starts

(1-3c) D = averageruntime =

14) fo=—

Note: UCAP vaues will be calculated monthly for each Resource based on arolling
twdve-month caculation. The detailed formulas, including trestment where new units
are being phased in, are shown in Section 3.
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2.0 Definitions

UCAP. ... Unforced Capacity

EFORp...ccoiiieeee e, Equivdent Demand Forced Outage Rate
DMNC......cooiiiieeeeeee per Tariff definition

[CAPg oo, Ingdled Capacity Equivaent as defined in the Services Taiff

and in Section 3 of this Attachment J.

Net Dependable Capacity ...... The gross power level that aunit can sustain during any period
of time when there are no equipment, operating or regulatory
restrictions and after adjusting for station service and auxiliary
loads and ambient conditions. THE FOLLOWING ISSUBJECT
TO ICAPWG AGREEMENT: Average ambient temperature
should reflect the aver age of the daily high temper atures
for the month at the plant location. Only one Net
Dependable Capacity for each Resour ce shall be reported
for each month. That value may be either the Resource's
DMNC for the Capability Period containing that month or
that Resource’'s average Net Dependable Capacity for
that month, at the discretion of the owner of the Resource.

F e s full f-factor (see formulain Section 1.0)

fo e partid f-factor (see formulain Section 1.0)

FOH....coe e, Full Forced Outage Hours

Forced Outage...........cccvruenen. An unplanned failure that reguires a unit to be removed from

sarvice, or the Load on the unit to be reduced before the end of
the nearest following Weekend.

EFOH ..., Equivaent Full Forced Outage Hours Sum of al hours a unit
was involved in an outage expressed as equivaent hours of full
forced outage a its maximum net dependable capability.

SH. oo Service Hours: The time a unit is dectricaly connected to the
system - Sum of dl Unit Service Hours.

Y o Avallable Hours Thetime a unit is capable of producing energy,
regardless of its capacity leve -- Sum of al Service Hours +
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Reserve Shutdown Hours + Pumping Hours + Synchronous
Condensing Hours.

RSH. ..o Reserve Shutdown Hours The time a unit is available for service
but not dispatched due to economic or other reasons.

o o T Period hours equas 24 times the number of days in the reporting
period.

Note: For in-depth GADS Data concepts, refer to the NERC Fast Link for GADS Services at
WWW.Nerc.com.

3.0 Calculations

In generd, dl generating Resources with nameplate capacities greater than 10 MWs or plants
with aggregated capacities greater than 25 MW are expected to provide the full GADS Data
et defined in Attachment K. Units for which the full GADS Data st is provided will have their
UCAP based on EFOR; according to Section 3.1 below. All other generating units will be
rated based on equivalent GADS Data as described in Section 3.2. Energy Limited Resources
that do not want to have their UCAP based on production levels using equivalent GADS Data
will have to submit GADS Data to document their available capacity for the minimum 4-hour
daily requirement period. Specid Case Resources will have their UCAP based on Load
reduction determined in Section 3.3.

31 UCAP based on EFORp

UCAPym = (1- EFORbgn)DMNCyn ; and

ICAPyy = DMNCgm

where:

UCAPy, is the Unforced Capecity that supplier g is permitted to provide in month m;

EFORogm is the Equivaent Demand Forced Outage Rate calculated for supplier g that
will be used to determine the amount of unforced capacity that the Resource will be
permitted to provide in month m, as defined further below; and

DMNCy, isthe DMNC rating for supplier g which is applicable for month m, which
shdl be the most recent Summer DMNC rating for that supplier calculated in
accordance with SO procedures if month m is part of a Summer Capability Period, or
the most recent Winter DMNC rating for the supplier caculated in accordance with
ISO proceduresif month mis part of a Winter Capability Period, as of the close of
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business on the last business day preceding the Monthly ICAP Auction thet is
conducted during the month preceding month m.

A ralling, cumulative, twelve-month EFOR, will be calculated for each Resource that
submits GADS Data using the GADS reporting format in Attachment K. The EFOR,
for month (m) will be based on GADS Date for months, m-14, through and including
month, m-3. (For example, EFOR, for August will be based on data submitted for
June of the prior year through May of the current year).

|ST ge , ffgbe FOH gbe + fpgbe(EFOH ghe - FOHgbe)
EFORogn = + &-
o 12 (SHge + frgeFOHg) &

1STeed ~EFOR
12 & ’

where fie and fogee are further defined below and:

EFORygm as above, isthe Equivaent Demand Forced Outage Rate calculated for
Resource g that will be used to determine the amount of unforced capacity that
Resource will be permitted to provide in month m;

| STge is the number of months that Resource g had been in service as of time e (O if
generator g was not in service as of time e; 12 if Resource g was in sarvice from months
m-14 through month m-3);

FOHgye is the sum of dl Full Forced Outage Hours reported for Resource g for the
period beginning a time b and ending & time e. The datais the GADS Data submitted
in accordance with Attachment K, Performance Record 02, columns 40-43 and Event
Record 01, NERC Event Types U1, U2, U3, and SF;

EFOH e is the sum of dl Equivalent Full Forced Outage Hours reported for Resource
g for the period beginning a time b and ending a time e. The dataisthe GADS Data
submitted in accordance with Attachment K, Performance Record 02, columns 40-43
and Event Record 01, NERC Event Types U1, U2, U3, D1, D2, D3 and SF;

SHgpe IS the sum of al Service Hours reported for Resource g for the period beginning
at time b and ending at time e in accordance with the GADS Data submitted in
accordance with Attachment K, Performance Record 02, columns 16-19;

e isthe end of the month occurring three months before month m, (eg., if month mis
September 2001, then e isthe end of June 2001);

b is the beginning of the month occurring fourteen months before month m, unlessthe
supplier had not gone into service a that time, in which case b isthe time a which that
supplier went into service; and

NYISO Installed Capacity Manual J-4
Attachment J: Miscellaneous Auction Procedures



CLEAN Draft Stage 2 ICAP Manual Dated March 14, 2001 for ICAPWG Review
Prepared for the March 22, 2001 ICAPWG Meeting

03/14/200110:45 PM
CEFORyy is the class-equivaent EFOR, calculated by the 1SO for suppliers of the
same class as supplier g based on NERC class averages for smilar Resources. Where
no smilar Resource exigts, the NY 1SO will estimate a vaue based on its best judgment,
if amutualy acceptable value cannot be agreed on.

Then:
1
4+ =
frgoe = rlTl
44+ =
r T D
where:

r is FOHg,e divided by the total number of GADS Data Forced Outages reported for
the period beginning at time b and ending at time e in accordance with Attachment K

T isthe number of Reserve Shutdown Hours (RSHge) divided by the number of
attempted starts reported for the period beginning at time b and ending a time e for
Resource g. RSHgyy isthe sum of &l Reserve Shutdown Hours reported for Resource g
for the period beginning a time b and ending & time e in accordance with the GADS
Data submitted in accordance with Attachment K, Performance Record 02, columns
20-23; and

D isthe number of Service Hours (SHyye) divided by the number of successful starts
reported for the period beginning a time b and ending at time e for Resource g; and

SHgbe
A Hgbe

fpgbe =
where:

AHgye isthe sum of dl Available Hours reported for Resource g for the period beginning
a time b and ending a time e in accordance with GADS Data submitted under
Attachment K, Performance Record 02, Columns 32-35.

3.2  UCAP basad on equivalent GADS Data (capacity factor method)
UCAPym = (1-OFgm)DMNCgn; and

|ICAPeg = DMNCgm
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where

UCAPyn, is the Unforced Capecity that supplier g is permitted to provide in month m;

OFgm isthe Outage Factor caculated for supplier g, as further defined below, that will
be used to determine the amount of Unforced Capacity that Resource will be permitted
to provide in month m; and

DMNCn isthe DMNC rating for supplier g which is applicable for month m, which
shal be the most recent Summer DMNC rating for that supplier calculated in
accordance with 1SO procedures if month m is part of a Summer Capability Period, or
the most recent Winter DMNC rating for the supplier calculated in accordance with
ISO procedures if month mis part of a Winter Capability Period, as of the close of
business on the last business day preceding the Monthly ICAP Auction thet is
conducted during the month preceding month m.

A rolling, cumulative twelve-month, outage factor (OF) will be caculated for eech
Resource that submits the basic data (equivdent GADS Data) using the GADS Data
form in Attachment K. The OF for month (m) will be based on GADS Data for
months, m-14, through month, m-3. (For example, EFOR; for August will be based on
data submitted for June of the prior year through May of the current year).

|STge,
12

STt
(1- OFwe) + - 720 OCF)

OFgm =

where:

OF¢nm is the Outage Factor for Resource g that will be used to determine the amount of
Unforced Capacity that Resource will be permitted to provide in month m;

| STge is the number of months that Resource g had been in service as of time e (O if
generator g was not in service as of time e; 12 if Resource g was in sarvice from months
m-14 through month m-3); and

CFae = 1- (NAGz)

(NDCyr(PHgm - POHgm - MOHgn) )

B

ﬁ mom

where:

CF4 isthe Capacity Factor for Resource g for the period beginning a time b and
ending & timee;
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NAG. isthe Net Actua Generation for Resource g for the period beginning at time b
and ending a timee. The datais the GADS Data submitted in accordance with
Attachment K, Performance Record 01, columns 39-45;

NDCyn is the Net Dependable Capacity for Resource g for month m. The detaisthe
GADS Data submitted in accordance with Attachment K, Performance Record 01,
columns 35-38;

PHgn is the Period Hours reported for Resource g for month m. The dataiis the GADS
Data submitted in accordance with Attachment K, Performance Record 02, columns
56-59;

POHgn, is the Planned Outage Hours reported for Resource g for month m. The dataiis
from the GADS Data submitted in accordance with Attachment K, Performance
Record 02, columns 36-39;

MOHyg, is the Maintenance Outage Hours reported for Resource g for month m. The
datais from the GADS Data submitted in accordance with Attachment K, Performance
Record 02, columns 44-47;

CCFy isthe class-equivaent Capacity Factor for suppliers of the same class as supplier
g based on NERC class averages for smilar Resources. Where no smilar Resource
exigs, the NY SO will estimate a vaue based on its best judgement if amutualy
acceptable value cannot be agreed on;

b is the beginning of the month occurring fourteen months before month m, unlessthe
supplier had not gone into service a that time, in which case b isthe time a which that
supplier went into service,

eisthe end of the month occurring three months before month m, (eg., if month mis
September 2001, then e isthe end of June 2001);

B is the month containing time b; and
E isthe month containing time e.

3.3 UCAP based on Load/Demand Reduction applicable to
Special Case Resour ces

o} . %PMDgh—AMDgh 0
a mi n% 1=
UCAPRm= (APMD CMD ), hl LRHgbe APMDQh CMDgh ﬂ.
gm_ " o NLRHg= ’
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ICAPe = (APMDgm-CMDgn)

SUBJECT TO FURTHER DISCUSSION BY THE ICAPWG
Where:
UCAPy, isthe Unforced Capacity that Resource g is permitted to provide in month m;

APMDy, isthe Average of Pesk Monthly Demands for Resource g applicable to
month m, using data submitted in accordance with Attachment K, Specid Case
Resource Certification; if month misin the Summer Capabiility Period, the Average of
Peak Monthly Demandsiis calculated using the pesk monthly demands for that supplier
for the most recent months of June, July, August and September that had occurred as of
the end of month m; and if month misin the Winter Capability Period, the Average of
Peak Monthly Demands is cal culated using the peak monthly demands for that supplier
for the most recent months of November, December, January and February that had
occurred as of the end of month m;

CMDyn, is the Contract Minimum Demand for resource g applicable to month m, usng
data submitted in accordance with Attachment K, Speciad Case Resource Certification;

LRHg,e isthe set of hoursin the period beginning &t time b and ending & time e in which
Resource g was requested to reduce load;

APMDy, isthe applicable Average of Pesk Monthly Demands for Resource g
gpplicable to hour h, usng data submitted in accordance with Attachment K, Specid
Case Resource Certification; if hour h isin the Summer Capability Period, the Average
of Peak Monthly Demandsis caculated using the pesk monthly demands for that
supplier for the most recent months of June, July, August and September that hed
occurred as of time e; and if hour hisin the Winter Capabiility Period, the Average of
Peak Monthly Demandsiis caculated using the peak monthly demands for that supplier
for the most recent months of November, December, January and February that had
occurred as of time g

AMDy;, isthe Average Minimum Demand for Resource g for hour h, using data
submitted in accordance with Attachment K, Figure 2, Specia Case Resource
Minimum Load Demongtration;

CMDy; is the gpplicable Contract Minimum Demand for Resource g applicable to hour
h, using data submitted in accordance with Attachment K, Specia Case Resource
Ceatification;
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NLRHge is the number of hours during the period beginning at time b and ending & time
e in which Resource g was requested to reduce load;

b is the beginning of the month occurring fourteen months before month m, unlessthe
supplier had not begun at that time to serve as a Specid Case Resource availableto
reduce load, in which case b isthe time at which that supplier began to serveasa
Specid Case Resource available to reduce load; and

eisthe end of the month occurring three months before month m (e.g., if month mis
September 2001, then e isthe end of June 2001).

3.4 Calculation of UCAP for Winter-Peaking Control Area
System Resour ces

The SO will perform the following calculations at the beginning of each Capability
Period to determine the amount of Unforced Capacity that a Control Area System
Resource or the purchasers of Unforced Capacity from Control Area System Resource
may supply to the NYCA. These caculations shdl be based on the forecasted CARL
Data reported pursuant to Section 4.4.3 of this Manual.

For the Summer Capability Period as well asfor the individua months of November
and April within the Winter Capability Period, this amount shal not exceed for all
months, or any month, of that Period the minimum monthly vaue derived from the
following formula

UCAP = (CAP+EP- MPL - EF - PM - FO - OR)

For the months of December to March, which shall be treated as awhole for the
purpose of Unforced Capacity caculations, this amount shall not exceed for dl months,
the vaue derived from the following formula:

UCAP = (CAP+ EP- WPL - EF- PR- PM) - (1- AFO)

All acronyms used in this section 3.4 of this Attachment, are defined in section 4.4.3 of
this Manud.
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Attachment K:
Reportable Operating Data

NERC-GADS Data Reporting Requirements

Forced Outage

An unplanned failure that requires a unit to be removed from service, or the Load on
the unit to be reduced before the end of the nearest following Weekend

Maintenance Outage

A scheduled outage or derating that can be deferred beyond the end of the
nearest following Weekend but that requires the unit to be removed from service
or the Load reduced before the next Planned Outage.

Note: Any resource that notifies the ISO that it can defer its outage beyond the end
of the next following weekend, but requests a maintenance outage before the end of
the next following weekend, will have its maintenance outage request granted by the
ISO unless the ISO has specific reliability concerns that require the 1ISO to deny such
arequest.

Weekend

The period of time that begins every Friday at 10:01:00 PM and ends the following
Monday at 8:00:59 AM.

NERC-GADS data or data equivalent to GADS Data for each generator is to be provided to
the 1SO by the twentieth of the month following the month for which the data applies.

See Section 4.4 of this Manud for the generd Operating Data reporting requirements and the
following pages for detailed Operating Data Reporting Requirements.

The input formats for NERC-GADS data can also be found on the NERC web-site at:
WWW.Ner c.com

Find GADS Services inthe GO link. The reporting manuals are aso located there.
The NERC-GADS data follows an 82 character fixed format as defined in the NERC
GADS manuds.
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The form on the following page ddinegtes the Performance File and Event File data layouts.
The data must be submitted dectronicdly to the ISO (jpratico@nyiso.com) in standard ASCII
Text Fleformat.

The pages following the Performance File and Event File data layouts further define GADS
Data or data equivaent to GADS Data. All data will be used for internd 1SO reiability sudies
and for calculating Unforced Capacity (*UCAP’) vaues.

In generd, generating Resources with nameplate capacities grester than 10 MW or plants
whose tota capacity exceeds 25 MW are expected to submit the full GADS dataset. Those
Resources will have a UCAP vaue based on EFOR,. Generating Resources submitting
equivalent GADS Data will have a UCAP vdue based on actud production (or capacity
factor). All UCAP caculations are defined and described in Attachment J.
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I SO NERC-GADS Reporting Requirements

Data marked with an * isthe minimum dataset for data equivaent to GADS Data and will result
in UCAP based on actua production, with alowance for scheduled outages. The full dataset
will result in UCAP based on EFOR,. See Attachment J for the actud cal culation methodol ogy.

Performance Data
Card 01
*Card Code Required
*Utility Code Required if known,
TBD
*Unit Code Required if known,
TBD
*Year Required
*Report Period Required
*Report Revison Code Required
Gross Maximum Capacity -
Gross Dependable Capacity -
Gross (MWhr) Actud Generation -
*Net Maximum Capacity Required
*Net Dependable Capacity Required
*Net (MWhr) Actua Generation Required
Typica Unit Loading Characterigics Required
Attempted Unit Starts Required
Verba Description -
*Card Number Required
Card 02

*Card Code Required
*Utility Code Required if known,
TBD
Unit Code Required if known,
TBD
*Year Required
*Report Period Required
*Report Revison Code Required
*Unit Service Hours (SH) Required
* Reserve Shutdown Hours (RH) Required
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*Pumping Hours Required

* Synchronous Condensing Hours Required

*Available Hours (AH) Required

* Manned Outage Hours (POH) Required

Forced Outage Hours & Startup Failure Hours Required

* Maintenance Outage Hours (MOH) Required

*Extension of Scheduled Outage Hours (SEH) Required

Unavallable Hours (UH) Required

*Period Hours Required

*Card Number Required
Card 03 Not Required
Card 04 Not Required

Event Report Data

Card 01
Card Code Required
Utility Code Required if known,
TBD
Unit Code Required if known,
TBD
Y ear Required
Report Period Required
Report Revison Code Required
Event Type Required
Start of Event Required
End of Event Required
Gross Available Capacity as Result of Event -
Net Available Capacity as Result of Event Required
Card Number Required

Cards 02 —99 Provide data on system component events Not Required
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Special Case Resource Certification

Rules

Lo

Determine Average of Pesk Monthly Demands (Figure 1).

2. Document/Certify a Minimum Load Commitment when requested to interrupt Load (sign
agreement below).

3. Report actud performance from meter readings covering the time period of the request

(Figure 2).

Figure 1
Peak Load Certification
Actua Maximum Monthly One-hour Integrated Demand
(for last two Capability Periods)

Y ear June July August | September | Summer Average
Dae/Time N/A
Demand (MW)
Years November | December | January | February Winter Average
Dae/Time N/A
Demand (MW)

Entity (SCR Customer) Name:_

Certifying Entity(TO/LSE):

Contact:

Address:

Phone:

Fax:

E-mail

Minimum Load Commitment (MW)

Installed Capacity Claimed (MW)

IN WITNESS WHEREOF, this Indtalled Capacity Certification has been submitted on
this, the day of , 20

Name of Certifying Entity:
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By:

Name:

Title
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Figure 2

Minimum Load Demongtration
Demongtrated Demand During Specid Case Resource Implementation

Event # Event #

Requested Reguested

Start Start

Dae'Time DaeTime

Requested Requested

End End

DaeTime DaeTime

DaeTime Meter CumulativeE DaeTime Meter Cumulative
Reading nergy Reading Energy

Avg. Min. Avg. Min.

Demand Demand
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Attachment L

Revisonsin Transmission Owner Installed
Capacity Data Submittals

This Attachment establishes the process and procedures associated with the reporting of Load-
serving entity (LSE) Load data to the ISO by the Transmisson Owners. It discusses how this
datais used to caculate L SE Ingtaled Capecity obligations as of the first day of each month and
the financid reconciliation associated with customer-switching among LSES.

Details:

Transmisson Owners are required to provide two data submittals each month documenting
LSE customer-switching and Load obligations. The first submittal is used for an initid financia
reconciliation of customer-switching in the current month and for establishing an LSE's Instdled
Capacity obligation as of the firg of the following month. The second data submitta will be
used for afind financid reconciliation of Load-shiftsin a desgnated previous month. Additiona
customer-switching adjustments requiring a financid reconciliation will be handled on a case-by-
case basis.

Data Submittal One

In the first data submitta, Trangmisson Owners will provide (1) the daly shifts in Load
obligations for each Load-serving entity (LSE) occurring in the current month and (2) the Load
obligation of LSE for the first day of the following month. This submittal should contain the best
avaladle information a the time of the data submittd. For example, Transmisson Owner A
would submit customer-switching deta for August in early August as wel as the find Load
obligation for September 1. See Attachment A for data submittal schedule.

The 1SO will use this data for two purposes:

(1) Toset each LSE stotd and Locationd Installed Capacity Requirement for the following
month (and any remaining months in the Cgpability Period).

(2) To peform aninitid financid reconciliation of Load-shifts occurring in the course of the
current month.  That is, an initid reconciliation would be conducted for August
customer-switching based on data recelved in the month of August.

NYISO Installed Capacity Manual L-1
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This reconciliation would credit customer-losing and bill Load-gaining LSEs based on the
clearing price for the current month’'s unforced Capacity in the prior month’s Ingtaled Capacity
auction.

Example A: 10 MW of Load-shifts from LSE A to LSE B on June 5". First, this 10
MW of Load is equivaent to 11 MW of Unforced Capacity shifting based on areserve
requirement of 10%. LSE A then is credited for 9.166 (11 MW * 25 days/ 30) MWs
(weighted average) of Unforced Capacity; LSE B is billed for 9.166 MWs of Unforced
Capacity. A market clearing price for June Unforced Capacity in the May auction of
$3.00 per kW-month trandates into $3,000.00 per MW-month ($3.00/kW-month *
1,000). Therefore, LSE A is credited $27,500 ($3.00/kW-month * 1000 kW * 9.166
MWs); LSE B is billed $27,500 ($3.00 /kW-month * 1000 kW * 9.166 MWSs).

This initid financid reconciliation can dso be used by the 1SO to address those cases in which
an LSE's Load obligation for the current month was set too high or too low causing the LSE to
have purchased too much or too little Unforced Capacity for the entire month. In these cases,
an LSE would be billed or credited for an entire month of Unforced Capacity.

Example B: Based on the best available data a the time, Transmisson Owner A
submits a report in early May indicating that LSE A will be serving 110 MW of Load
on June 1; and that LSE B will be serving 90 MW of Load on June 1. However, due
to the uncertainties of Retail Access, Data Submittal One for June indicates that LSE A
actually served 100 MW on June 1, or 10 MW less than projected. Similarly, Data
Submittal One for June indicated that LSE B actualy served 100 MW on June 1, or 10
MW more than projected. Recdl that this 10 MW of Load is equivalent to 11 MW in
Unforced Capacity. Using the market clearing price in the above example ($3.00/kW-
month), LSE A would be credited $33,000 $3.00/kW-month * 1000 kW * 11 MW *
30 days); LSE B would be billed the same $33,000.

Data Submittal Two

In the second data submittal, Transmisson Owners will provide for adesignated prior month (1)
the actual Load obligation of each LSE for the first day of the desgnated month and (2) the
daly shifts in Load obligations for each LSE documented to have actualy occurred. For
example, Transmisson Owner A would submit in late August actud customer-switching data for
May and the actud Load obligation for May 1. These “true-up” transactions would then be
included in the September Ingaled Capecity billing. See Attachment A for data submittal
dates.

This data will be used to true-up the customer-switching adjustments that were made based on
the initid customer-switching provided in Data Submittal One. Any credits or bills would then
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be net of the prior bills and credits caculated based on the customer-switching reported in Data
Submittal One.

Example C: In Example A, it is reported in Data Submittal One for the month of June
(based on the best available data a the time) that on June 8" a 10 MW Load is
scheduled to shift from LSE A to LSE B. This shift results in LSE A being credited
$29,650 and L SE B being billed $29,650.

However, in Data Submitta Two, the Transmisson Owner reports that this 10 MW
Load actudly shifted from LSE A to LSE C - not LSE B. Inthis case, LSE A would
not be affected (since it had aready been credited for the $29,650 it was due); LSE B
would now be credited $29,650 since it had been initidly billed this amount for a Load-
shift which did not occur; LSE C would now be billed the $29,650 since in retrospect it
had actually assumed the 10 MW Load obligation.

Standar dization of Customer Switching Documentation

Transmission Owners will be required to provide dectronic data submittals in the format below
that will so be available on the ISO Web Site. A PDF version of the required format can be
found below. The data submitta will congst of an Excd workbook containing a separate
worksheet for each LSE's data.  Transmisson Owners should complete the worksheets for
each Load-serving entity, adding sheets as necessary. Transmission Owners will be required to
provide each L SE a copy of the pertinent Excel worksheet.

Schedule

See Attachment A.
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1SO Customer Switching Reporting Format

Data Submittal One

LSE: XYZ Electric

Month: Jun-00

Transmission Owner: Acme Transmission Owner

Vintage: 7-Jun-00

Total In-City On-lsland
Date L oad L oad Shift L oad L oad Shift L oad L oad Shift

01-Jun-00 101.2 12 50.6 0.6 25.2 0.2
02-Jun-00 102.2 1.0 51.1 0.5 25.4 0.2
03-Jun-00 100.9 -1.3 50.5 -0.7 25.2 -0.3
04-Jun-00 120.0 19.1 60.0 9.6 29.0 3.8
05-Jun-00 125.0 5.0 62.5 25 30.0 1.0
06-Jun-00 117.0 -8.0 58.5 -4.0 28.4 -1.6
07-Jun-00 113.0 -4.0 56.5 -2.0 27.6 -0.8
08-Jun-00 1125 -0.5 56.3 -0.3 275 -0.1
09-Jun-00 117.8 5.3 58.9 2.7 28.6 11
10-Jun-00 114.5 -3.3 57.3 -1.7 27.9 -0.7
11-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
12-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
13-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
14-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
15-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
16-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
17-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
18-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
19-Jun-00 114.5 0.0 57.3 0.0 27.9 0.0
20-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
21-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
22-Jun-00 1145 0.0 57.3 0.0 27.9 0.0
23-Jun-00 115.0 0.5 57.5 0.3 28.0 0.1
24-Jun-00 116.0 1.0 58.0 0.5 28.2 0.2
25-Jun-00 112.0 -4.0 56.0 -2.0 274 -0.8
26-Jun-00 113.0 1.0 56.5 0.5 27.6 0.2
27-Jun-00 112.7 -0.3 56.4 -0.2 275 -0.1
28-Jun-00 119.9 7.2 60.0 3.6 29.0 14
29-Jun-00 121.9 2.0 61.0 1.0 29.4 0.4
30-Jun-00 120.9 -1.0 60.5 -0.5 29.2 -0.2
01-1ul-00 1210
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1SO Customer Switching Reporting Format
Data Submittal Two

LSE: XYZ Electric

Month: Jun-00

Transmission Owner: Acme Transmission Owner

Vintage: 22-Sep-00

Total In-City On-lsland
Date L oad L oad Shift L oad L oad Shift L oad L oad Shift

01-Jun-00 101.2 0.0 50.6 0.0 25.2 0.0
02-Jun-00 102.2 1.0 51.1 0.5 25.4 0.2
03-Jun-00 100.9 -1.3 50.5 -0.7 25.2 -0.3
04-Jun-00 120.0 19.1 60.0 9.6 29.0 3.8
05-Jun-00 125.0 5.0 62.5 25 30.0 1.0
06-Jun-00 117.0 -8.0 58.5 -4.0 28.4 -1.6
07-Jun-00 115.0 -2.0 57.5 -1.0 -.05 -0.2
08-Jun-00 114.5 -0.5 57.3 -0.3 -0.6 -0.1
09-Jun-00 119.8 5.3 59.9 2.7 0.5 11
10-Jun-00 116.5 -3.3 58.3 -1.7 -0.2 -0.7
11-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
12-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
13-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
14-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
15-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
16-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
17-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
18-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
19-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
20-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
21-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
22-Jun-00 116.5 0.0 58.3 0.0 -0.2 0.0
23-Jun-00 117.0 0.5 58.5 0.3 -0.1 0.1
24-Jun-00 118.0 1.0 59.0 0.5 0.1 0.2
25-Jun-00 114.0 -4.0 57.0 -2.0 -0.7 -0.8
26-Jun-00 115.0 1.0 57.5 0.5 -0.7 0.2
27-Jun-00 114.7 -0.3 57.4 -0.2 -0.5 -0.1
28-Jun-00 121.9 7.2 61.0 3.6 0.9 14
29-Jun-00 123.9 2.0 62.0 1.0 13 0.4
30-Jun-00 122.9 -1.0 61.5 -0.5 11 -0.2
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