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ARTICLE 2
DEFINITIONS
[...]
2.17 Capability Period
Six-menthSeasonal periods which are established as follows: (i) from MayJune 1
through OetoberSeptember 3130 of each year (“Summer Capability Period”); and (ii) from

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

Capability Period”)._For the 2003-32004 Capability Year the Summer Capability Period will run

from May 1 through September 30 and the Winter Capability Period will run from October 1
through May 31.
[...]
2.17b Capability Year

A Summer Capability Period, followed by a Winter Capability Period (i.e., MayJune 1
through ApriMay 3031)._The 2003-2004 Capability ¥Year will run from May 1, 2003 through
May 31, 2004.
[...]
2.38a DeficieneyProeurement[NOT USED]

2.38a1 Demand Curve

A straight-line series of prices, based on the pure cost entry of a GF-gas turbine at the

Installed Capacity Requirement level foreachLoeality-or RestofState-and the declining value
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of additional Unforced Capacity in each Locality or Statewide-the RestofState, representing
LSE bids for Unforced Capacity submitted by the ISO in the Spot Market Auction immediately
preceding each Obligation Procurement Period.

[...]

2.98a Locational Unforced Capacity Requirement [new]

The Unforced Capacity equivalent of a Locational Installed Capacity Requirement.
[...]
2.99a LSE Unforced Capacity Obligation [new]

The amount of Unforced Capacity, including, and potentially in excess of, the
NYCA and Locality Unforced Capacity Requirements, that each NYCA LSE must obtain
for an Obligation Procurement Period, as determined by the applicable Spot Market
Auction.

[...]

2.120c NYCA Unforced Capacity Requirement [for reference - already existing definition]
The Unforced Capacity equivalent of the NYCA Installed Capacity Requirement.

[...]

2.160c Rest of State

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

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

K
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2.172b1 Spot Market Auction

An auction conducted pursuant to Section 5.14.1(a) of this Tariff to procure and set

suffietentadditional LSE Unforced Capacity Obligations-te-cover-theremainder-ofata

mintmum. cach NYCALSESs” Unforced Capacity rcquirementsrRequirements for the

subsequent an-Obligation Procurement Period, pursuant to the applicable Demand Curve:

2.172b2 Statewide [new]

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

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

[L..]

5.9 Installed Capacity - Implementation of Revised Installed Capacity Market
Provisions

Beginning-with-the 2001-2002-Winter-Capability Perioed;-Sections 5.10 through 5.16

of this Tariff, implementing-arevised the Installed Capacity market design, shall govern the

LSE Unforced Capacity Obligations-requirements-efSEs, the qualification of Installed

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

5.10 NYCA Installed Capacity Requirement
The NYCA Installed Capacity Requirement is derived from the NYCA Installed Reserve
Margin, which is established each year by the NYSRC. The NYCA Installed Capacity

Requirement for the Capability Year beginning each-May 1 _for the 2003-2004 Capability Year,

and beginning June 1 for each Capability Year thereafter, will be established by multiplying the
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NYCA peak Load forecasted by the ISO by the quantity of one plus the NYCA Installed Reserve
Margin. Beginning with the 2001-2002 Winter Capability Period, the ISO shall translate the
NYCA Installed Reserve Margin, and thus the NYCA Installed Capacity Requirement, into a

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

The NYCA Unforced Capacity Requirement represents a minimum level of Unforced
Capacity that must be secured by LSEs in the NYCA. Qualified Resources will have the

opportunity to supply amounts of Unforced Capacity above the NYCA Unforced Capacity

Requirement, as determined by the applicable Demand Curve. Under the provisions of this

Services Tariff and the ISO Procedures, LSEs will may-be obligated to purchase Unforced

Capacity at levels that may be above the NYCA Unforced Capacity Requirement, as
determined by the applicable Demand Curve.thereby-inereasing the reliability-ofthe NYS
Power System:

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

The ISO shall determine the amount of Unforced Capacity that must be sited within the

NYCA, and within each Locality, and the amount of Unforced Capacity that may be procured
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from areas External to the NYCA, in a manner consistent with the Reliability Rules. New

Transmission projects to which the NYISO has granted UDRs will not affect the determination

by the NYISO of the amount of Unforced Capacity that must be located within the NYCA or

within each Locality of the NYCA.

5.11

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

Procedures. Each municipal electric utility may choose to submit its peak Load forecast
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based on the Transmission District’s peak Load forecast provided by a Transmission
Owner or to provide its own. Any disputes arising out of the submittals required in this
paragraph shall be resolved through the Expedited Dispute Resolution Procedures set
forth in Section 5.16 of this Tariff.

All aggregate peak Load data submitted by a Transmission Owner must be
accompanied by documentation indicating that each affected LSE has been provided the
data regarding the assignment of customers to the affected LSE. Any disputes between
LSEs and Transmission Owners regarding such data or assignments shall be resolved
through the Expedited Dispute Resolution Procedures set forth in Section 5.16 of this
Tariff, or the Transmission Owner’s retail access procedures, as applicable.

The ISO shall allocate the NYCA Installed Capacity Requirement among
all LSEs serving Load in the NYCA prior to the beginning of each Capability Year. Each
LSE’s Unforced Capacity requirement will equal the product of: (i) the NYCA Installed
Capacity Requirement as translated into a NYCA Unforced Capacity Requirement; and
(i1) the peak Load of that LSE’s customers in each Transmission District, coincident with
the Transmission District peak, adjusted for applicable regional Load growth, divided by

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

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

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

acquiring sufficient Unforced Capacity to satisfy its LSE Unforced Capacity
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Obligation. The LSE Unforced Capacity Obligation will be determined each
Obligation Procurement Period by the Spot Market Auction and the applicable
Demand Curve, all in accordance with the ISO Procedures.

Prior to the beginning of each Capability Year, the ISO shall calculate a
preliminary-NYCA Unforced Capacity ¥Requirement.-estimate The ISO shall allocate

a portion of the NYCA Unforced Capacity Requirement to fer-cach LSE, reflecting

documented Load-shifting adjustments,;previde-it-to-each L.SE;-and-netify-each LSE
of its final Unforeed Capacity requirement applieable-at prior to the beginning of the

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

Each month, as Transmission Owners report customers gained and lost by
LSEs through Load-shifting, the ISO will adjust therequirementfor-cach LSE’s

portion of the NYCA Unforced Capacity Requirement such that (i) the total
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Transmission District Installed Capacity requirement remains constant and (ii) an
individual LSE’s allocated portion requirementreflects the gains and losses. If an LSE
loses a customer as a result of that customer leaving New—Yerk-Statethe Transmission

District, the Load-losing LSE shall be relieved of its obligation to procure Unforced

Capacity to cover the Load associated with the departing customer as of the date that the
customer’s departure is accepted by the ISO and shall be free to sell any excess Unforced
Capacity. In addition, when a customer leaves New—Y-erk-Statethe Transmission District,
the ISO will adjust each LSE’s portion of the NYCA Unforced Capacity ¥Requirement
so that the total Transmission District’s share of the NYCA Unforced Capacity
Requirement remains constant.
5.11.2 LSE Obligations

Each LSE must self-supply or procure Unforced Capacity in an amount equal to,
or greater than, its portion of the NYCA Unforced Capacity ¥Requirement from any
qualified Installed Capacity Supplier through Bilateral Transactions and/or purchases in
ISO-administered Installed Capacity auctions. Each LSE must demenstrate-thatit-has
obtained-a-sufficientindicate certify_the amount of Unforced Capacity it has obtained
prior to the beginning of each Obligation Procurement Period—Fe-satisfy-this

requirement;-each -SE-must by submitting completed Installed Capacity certification

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

must list all Unforced Capacity-it the LSE holds, including any amount in excess of-the
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minimumn-ameunt- designated-as its portion of the NYCA, and Locational as
applicable, Unforced Capacity ¥Requirement. The Installed Capacity certification forms
submitted by the LSEs shall be in the format and include all the information prescribed

by the ISO Procedures.

Al LSEs. including those that that fail to timely satisfy their Unforced Capacity

certificationforms; shall-berequired-te participate in-a-DefieieneyProcurement the Spot

Market Auction pursuant to Section 5.14.1 of this Tariff.

5.11.3 Load-Shifting Adjustments

The ISO shall account for Load-shifting among LSEs each month using the best
available information provided to it and the affected LSEs by the individual Transmission
Owners. The ISO shall, upon notice of Load-shifting by a Transmission Owner and
verification by the relevant Load-losing LSE, increase the Load-gaining LSE’s portion
of the NYCA, and Locational as applicable, Unforced Capacity ¥Requirement(s) and
decrease the Load-losing LSE’s portion of the NYCA, and Locational as applicable,
Unforced Capacity ¥Requirement(s) to reflect the Load-shifting. The Load-gaining LSE
shall pay the Load-losing LSE an amount,pertien pro-rated on a daily basis, based on

efthe Market-Clearing Price of Unforced Capacity and the total Unforced Capacity

quantity cleared-ef Unforeced-Capaecity;-as-established-at in the most recent previous
applicable 15
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ona-daily-basis-eftheSpot Market-Clearing Price-in-the-Capability Peried Auction

ad, until the first

day of the month after the nearest following mMonthly Installed Capacity aAuction is

held. The amount paid by a Load-gaining LSE shall reflect any portion of the Load-
losing LSE’s Unforced Capacity Obligation, for the applicable Obligation Procurement

Period, above the Load-losing LSE’s portion of the NYCA, and Locational as

applicable, Unforced Capacity fRequirement(s), that is attributable to the shifting L.oad,

in accordance with the ISO Procedures. In addition, the amount paid by a Load-gaining

LSE shall be reduced by the Load-losing LSE’s share of any rebate associated with the
lost Load paid pursuant to Section 5.15 of this Tariff. By the time specified in the ISO
Procedures, the Load-gaining LSE must procure sufficient Unforced Capacity to meet its
increased portion of the NYCA, and Locational as applicable, Unforced Capacity
rRequirement(s) for the nearest following Obligation Procurement Period, and the
Load-losing LSE may sell Unforced Capacity that it no longer needs to satisfy its portion
of the NYCA, or Locational as applicable, Unforced Capacity ¥Requirement.

Each Transmission Owner shall report to the ISO and to each LSE serving Load
in its Transmission District the updated, aggregated LSE Loads with documentation in

accordance with and by the date set forth in the ISO Procedures. The ISO shall reallocate

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

Transmission Owner’s retail access procedures, as applicable.
5.11.4 LSE Locational Installed Capacity Requirements

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

Capacity Requirement, the NYS Power System transmission Interface Transfer
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Capability, the Reliability Rules and any other FERC-approved Locational Installed

Capacity Requirements.

Locational Unforced Capacity fRequirements represent a minimum amount of
locational Unforced Capacity that must be secured by LSEs located in the NYCA
Localities. Eligible qualified Resources will have the opportunity to supply amounts of

locational Unforced Capacity above the HL.ocational Unforced Capacity fRequirement, as

determined by the applicable Demand Curve._Under the provisions of this Services

Tariff and the ISO Procedures, LSEs located in the NYCA Localities will may-be

obligated to purchase locational Unforced Capacity at levels that may be above the

{Locational Unforced Capacity ¥Requirement, as determined by the applicable

Demand Curve-h

applicable NYCA Leeality Zone. Each LSE sited in a NYCA Locality will be

responsible for acquiring sufficient Unforced Capacity to satisfy its LSE Unforced
Capacity Obligation. The LSE Unforced Capacity Obligation will be determined
each Obligation Procurement Period by the Spot Market Auction and the applicable
Demand Curve, all in accordance with ISO Procedures.

Any Locational Installed Capacity Requirements operative at the commencement
of ISO operations adopted by LIPA or under settlement agreements approved by the PSC
shall continue in effect in accordance with their terms unless and until the ISO

implements new or modified Locational Installed Capacity Requirements. All Locational
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Installed Capacity Requirements shall be translated into Unforced Capacity terms, in
accordance with the ISO Procedures.

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

its Locational required-ameunt-ef-Unforced Capacity Requirement for the upcoming
Obligation Procurement Period-eensistent-with-theloeational requirements
established-by-the ISO. Following the Spot Market Auction, each LSE must own
sufficient Unforced Capacity to satisfy its LSE Unforced Capacity Obligation.
When-To be counted towards an LSE’s Locational Installed Capacity Requirement,
Unforced Capacity owned by the holder of-the UDRs or contractually combined with
UDRs;Unfereed-Capaeity must be deliverable to the NYCA interface with the UDR
transmission facility pursuant to NYISO requirements-in-erderfor-it-to-be-counted

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

In addition, any Customer that purchases Unforced Capacity associated with any
Generator that is subject to market mitigation measures in an [ISO-administered auction
may not resell that Unforced Capacity in a subsequent auction at a price-fer-ne greater

than the mitigated price cap in accordance with Sections 5.13.2, 5.13.3, and 5.14.1 of this
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5.12

5.13

Tariff. The ISO shall inform Customers that purchase Unforced Capacity in an
[SO-administered auction of the amount of Unforced Capacity they have purchased that
is subject to market mitigation measures.

The ISO shall have the right to audit all executed Installed Capacity contracts and
related documentation of arrangements by an LSE to use its own generation to meet its
Locational Installed Capacity Requirement for an upcoming Obligation Procurement
Period.

Requirements Applicable to Installed Capacity Suppliers

Installed Capacity Auctions
5.13.1 General Auction Requirements

The ISO will administer Installed Capacity auctions to accommodate LSEs’ and
Installed Capacity Suppliers’ efforts to enter into Unforced Capacity Transactions and to
give LSEs an opportunity to acquire sufficient Unforced Capacity to meet their
portion of the-satisfy-their NYCA, and Locational as applicable, Unforced Capacity

rRequirement(s). The ISO shall conduct regular auctions;-at-therequestof an E-SE -at

the-times as specified in this Section and the ISO Procedures, and may conduct

additional auctions as necessary.-atthe requestof a-Market Participant when-a-elear

sstification dod ! 1 ISO Procedures.

Installed Capacity Suppliers, LSEs and Installed Capacity Marketers that are

Customers under this Tariff will be allowed to participate in Installed Capacity auctions,
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provided that they satisfy the creditworthiness requirements set forth in Section 11.0 of
the ISO OATT. Unforced Capacity purchased in Installed Capacity auctions may not be
sold for the purposes of meeting Installed Capacity requirements imposed by operators of
External Control Areas. Offers to sell and bids to purchase Unforced Capacity shall be
made in $/kW for the time period appropriate to the auction. The ISO shall impose no
limits on Bids or offers in any auction, except to the extent required by any applicable
market mitigation measures.

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

In-City Generators that are subject to FERC-approved market mitigation
measures are required to offer to sell all saeh-unsold Unforced Capacity in the Spot
Market Auction if such Unforced Capacity has not previously been committed to the
New York City Locality through a Strip Auction, a Monthly Auction, or a bilateral
In-City Unforced Capacity contract, unless the NYISO has determined that the In-

City Locational Unforced Capacity Requirement has been met by other Resources.

[to be discussed further at the ICAPWG 11/25/2 and 11/26/2 meetings]-thathasnet

ISO-administeredInstalled-Capaecity-auetions: All other Installed Capacity Suppliers

may offer to sell into the ISO-administered Installed Capacity auctions at their discretion.
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The ISO Procedures shall specify the dates by which the ISO will post the results
of Installed Capacity auctions. The ISO Procedures shall ensure that there are at least
four business days between the time that auction results are posted and the dates that

LSEs are required to certify the amount of Unforced Capacity they own for the

following Obligation Procurement Period-demenstrate-thatthey-have precured

pursuant to Section 5.11.2 of this Tariff.

5.13.2 Capability Period Auction

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

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

Auction is intended to establish Market-Clearing Pricesforeach1SO-defined Locality;
the-remainder-ofthe NY¥YCA-and-adjacent External Control Areasfacilitate visible long-

term Unforced Capacity transactions between Market Participants.

Each Capability Period Auction shall consist of simultaneous auctions-twe
phases-which-shall be conducted en-in one-the-same day for locational and Statewide

Unforced Capacity. Participation in-the-first phase-shall consist of-belimited-to: (1)

LSEs leeated-in-the New—York-City Loeality-secking to make leeational-Unforced
Capacity purchases-in-erder-to-satisfy-their In-City Locational- Installed-Capaeity
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Requirement; (i1) any other entity seeking to purchase Ia-Cityleeational-Unforced
Capacity; (ii1) qualified ln-City-Installed Capacity Suppliers; and (iv) any other-nstalled

Capaeity-Supplier- entity that owns excess Unforced Capacity.-asseciated-with

Period-Auetion;. LSEs that are awarded Unforced Capacity shall pay the applicable

Market-Clearing Price of Unforced Capacity-determined-in-thatphase. Installed Capacity

Suppliers that are selected to provide Unforced Capacity shall receive the applicable
Market-Clearing Price-determined-in-thatphase, except in the case of In-City
Generators that are subject to mitigation measures, which shall receive the lesser of the
applicable Market-Clearing Price or the applicable locational price cap. Any entity that
resells Unforced Capacity associated with In-City Generators that are subject to market
mitigation measures shall receive no greater than the mitigated price cap for that
Unforced Capacity. If the Market-Clearing Price exceeds the total amount paid to
Installed Capacity Suppliers, the ISO shall rebate the Excess Amount pursuant to Section
5.15 of this Tariff. [To be discussed further by In-City mitigation group and
ICAPWG.]

All Installed Capacity Suppliers and LSEs may participate in the seeond-phase-of
the-ObligationProcurement Capability Period Auction, except with respect to any
Unforced Capacity associated with In-City Generators that are subject to market

mitigation measures, which are restricted from selling Unforced Capacity to entities
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outside the New York City Locality unless-may-sel-in-the-second phase-enlyif it has
been established by the ISO that all LSEs located in the New York City Locality have

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

cap-for-that Unferced-Capaeity: Installed Capacity Suppliers, with the exception noted

below, including In-City Generators otherwise subject to market mitigation measures,
that are selected to provide Unforced Capacity on a Statewide basis shall receive the
applicable Market-Clearing Price determined in that phase. Any entity that resells
Unforced Capacity associated with In-City Generators subject to market mitigation
measures shall receive no greater than the mitigated price cap for that Unforced Capacity.
The ISO shall rebate any Excess Amount pursuant to Section 5.15 of this Tariff.

The results of the Capability Period Auction will be made available to Market
Participants at the time specified in the ISO Procedures which shall be prior to the start of
the first Monthly Auction held prior to the beginning of each Capability Period.

5.13.3 Monthly Auctions

Monthly Auctions will be held each-ObligationProcurementPertod during which
Unforced Capacity may be purchased and sold for the forthcoming-menth Obligation
Procurement Period, and any other month_or months remaining in the Capability Period,
as specified in the ISO Procedures. The exact dates of each Monthly Auction shall be

established in the ISO Procedures. Each Monthly Auction is intended to
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facilitate visible Unforced Capacity transactions between Market-ClearingPrices

Contrel-Areas Participants.

Each Monthly Auction shall consist of-twe-phases-whieh-shall-be- simultaneous
auctions conducted en-the-same in one day for locational and Statewide Unforced
Capacity. Participation shall consist of-in-the-first phase-shall be limited-te: (1) LSEs
located-in-the NewYork-City Leecality secking to make leeatienal-Unforced Capacity
purchases-in-erder-to-satisfy-their In-City Loeational- Installed-Capaeity
Requirement; (i1) any other entity seeking to purchase Ia-Cityleeational Unforced
Capacity; (ii1) qualified In-City Installed Capacity Suppliers; and (iv) any other-nstalled
Capaecity-Supplier- entity that owns excess In-City-Unforced Capacity. In-thefirst
phase-of-each-Meonthly Auetion;-LSEs that are awarded Unforced Capacity shall pay the
Market-Clearing Price of Unforced Capacity-determined-in-thatphase. Installed Capacity
Suppliers that are selected to provide Unforced Capacity shall receive the applicable
Market-Clearing Price-determined-in-thatphase, except in the case of In-City
Generators that are subject to mitigation measures, which shall receive the lesser of the
applicable Market-Clearing Price or the applicable locational price cap. Any entity that
resells Unforced Capacity associated with In-City Generators that are subject to market
mitigation measures shall receive no greater than the mitigated price cap for that

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

All Installed Capacity Suppliers and LSEs may participate in the second-phase-of
each-Monthly Auctions, except with respect to any Unforced Capacity associated with
In-City Generators that are subject to market mitigation measures, which are restricted
from selling Unforced Capacity to entities outside the New York City Locality unless

may-sell-in-the-secondphase-enly-ifit has been established by the ISO that all LSEs

located in the New York City Locality have satisfied their In-City Locational Installed

Capacity Requirements. ESEs-awarded Unforeed-Capaecity-in-thesecond phase-shall

—Installed

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

mitigated price cap for that Unforced Capacity. The ISO shall rebate any Excess Amount

pursuant to Section 5.15 of this Tariff.
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5.14

The results of each Monthly Auction will be made available to Market
Participants in accordance with the ISO Procedures.
5.13.4 Detailed Installed Capacity Auction Description

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

provided in the ISO%s Procedures. iled-< i i iption,”
hichi file-with-the C ssion.

Installed Capacity Spot Market Auction and Installed Capacity Supplemental Supply

Fees and Deficiencyies Charges-and Deficieney Procurement-Auctions

5.14.1 LSE-Deficieneies Participation in the Spot Market Auction
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5.14.1(a) Spot Market Auction

The ISO shall conduct -DefieieneyProcurement a single Spot Market

Auction including bidding for each of the two (2) NYCA Localitiesy and

Statewide-the Restof State, immediately preceding the start of areach Obligation
Procurement Period.: ¢tThe exact date of the DefieteneySpot PreeurementMarket
Auction shall be established in accordance with the-ISO Procedures.-Fhe
Defieieney Procurement-AuetionAll LSEs shall-be-condueted-on participate in the
same-daySpot Market Auction to procure additional Unforced Capacity to cover,
and potentially exceed,the remainderor-the-entirety;as-applieableof their
portion of the NYCA, and Locational as applicable, Unforced Capacity
fRequirement(s) for the Obligation Procurement Period. In each-phase-ofeach

DefieieneyProcurementthe Spot Market Auction the ISO shall submit monthly

defieteney-bids on behalf of defietentall LSEs at a level per MW determined by

dividing-the-appropriate-number-speetfieda Demand Curve established in the
fellowing Table-by-six-(6jaccordance with ISO Procedures. —The 1SO-shall selieit
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thatewns-exeess Unforeed-Capaeity: The Spot Market Auction will set the
LSE Unforced Capacity Obligation for each NYCA LSE.

When the ISO conducts each Spot Market Auction it will account for
all Unforced Capacity that each NYCA LSE has certified. The ISO shall
accept bids from qualified Installed Capacity Suppliers for each Spot Market
Auction. The ISO shall also accept bids to offer Unforced Capacity from any
LSE for any amount of Unforced Capacity that LSE owns in excess of its
NYCA, and Locational as applicable, Unforced Capacity Requirement. [The

ICAPWG needs to consider how import rights may be affected.]

E;Eqml‘.all. et to .$6|2 SOAcW-oHnstatied Capacity per
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the New York City segment of the Spot Market Auction; the ISO shall submit

defieteney-bids on behalf of defieientall LSEs located in the New York City

Locality that are required to make locational Linforced Capacity purchases in
translated-to-Unforeed-Capaeity—The1SO-accordance with ISO Procedures.—Fhe
and from any other entity that that ewns excess In-in-City locational

i i ity: The ISO shall conduct the

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

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

awarded Unforced Capacity in the firstphase-ef-aDeficieney ProcurementNew

York City segment of the Spot Market Auction shall pay to the ISO the lesser-of

the-Market-Clearing Price of Unforced Capacity determined in that segment of

the phase-or-the-defiecieney-bidAuction. The ISO shall pay Installed Capacity

Suppliers that are selected to provide Unforced Capacity the Market-Clearing
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Price determined in the New York City segment of thatphase-which-can-be-ne

greater-than-the defieteney-bidSpot Market Auction, except in the case of

Unforced Capacity associated with In-City Generators that are subject to
mitigation measures, which shall receive no greater than the mitigated price cap,
calculated on an annual basis [to be discussed further at the ICAPWG 11/24/2
meeting]. Any entity that resells Unforced Capacity associated with In-City
Generators that are subject to market mitigation measures shall receive no greater
than the mitigated price cap for that Unforced Capacity. If the Market-Clearing
Price exceeds the total amount paid to Installed Capacity Suppliers, the ISO shall
rebate the Excess Amount pursuant to Section 5.15 of this Tariff.

In-erdertTo administer the Long Island segment of the Spot Market

Auction the ISO shall submit bids on behalf of all LSEs located in the Long

Island Locality in accordance with ISO Procedures.—Fhe 1SO-shall selieitbids

it~ The ISO shall

conduct the Long Island segment of the Spot Market Auction by using the Long

Island Demand Curve, as established in accordance with ISO Procedures. L.SEs

that are awarded Unforced Capacity in the Long Island segment of the Spot
Market Auction shall pay to the ISO the Market-Clearing Price of Unforced

Capacity determined in that segment of the Auction. The ISO shall pay Installed
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Capacity Suppliers that are selected to provide Unforced Capacity the Market-
Clearing Price determined in the Long Island segment of the Spot Market

Auction.

In-the-secondphase-erdertTo administer the Rest-ofeach-Deficieney

Procurement-Statewide segment of the_Spot Market Auction; the ISO shall

submit defieteney-bids on behalf of all-remaining-defictent LSEs.-and-shall-selieit
bidsfromall-qualified Installed-Capaeity-Supplierssinehuding- Unforced

Capacity associated with In-City Generators otherwise subject to mitigation
measures that has not been sold may participate in the Statewide segment of
the Spot Market Auction, provided that sufficient In-City locational Unforced

Capacity will be supplied to satisfy the New York City Locational Unforced

Capacity Requirement.all-SEslocated-in-the NewYeork-City Locality have
ishied theirIn-Citv1 sonalInstalled-C ‘v Reati - Defici

LSEs that are awarded Unforced Capacity shall pay to the ISO the lesser-efthe
appheable-Market-Clearing Price of Unforced Capacity determined in the

Statewide segment of thatphase;-or-the defieieney-bidAuction. The ISO will use

these-defieteney payments to pay the applicable Market-Clearing Price

determined in that phase of the Deficiency Procurement Auction, cxeept as noted

below, to Installed Capacity Suppliers that are selected to provide Unforced

Capacity, including participating In-City Generators otherwise subject to market
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mitigation measures. Any entity that resells Unforced Capacity associated with
In-City Generators that are subject to market mitigation measures shall receive no

greater than the mitigated price cap, calculated on an annual basis [to be

discussed further at the ICAPWG 11/24/2 meeting], for that Unforced
Capacity. The ISO shall rebate any Excess Amount pursuant to Section 5.15 of
this Tariff.

DEMAND CURVE ADJUSTMENTS

A periodic independent review of the Demand Curve will be
performed every three (3) years to determine if the Demand Curve should be
adjusted. Among other criteria, the review will determine the current
localized levelized embedded cost of gas turbines in each NYCA Locality and
the Rest of State.

The Demand Curve will automatically be adjusted if the
results of the independent review determine that the Demand Curve is off by
5% or more. [Further discussion by the ICAPWG to determine criteria.] In
addition, the ISO will automatically adjust the Demand Curve up if the
Market Clearing Price is within 5% of the cost of a gas turbine for six (6)
consecutive Obligation Procurement Periods. [JC place holder.]

The first periodic independent review of the ISO Installed

Capacity market Demand Curves will be performed in the 2003-2004
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Capability Year. Each periodic independent review will be completed by

November 1 of the applicable Capability Year.

5.14.1(b) Deficieney-Charges mpesed-Supplemental Supply Fee
Any LSE that has not met its LSE Unforced Capacity

Obligation s-that-are-still- defieient-after the completion of a DefieteneySpot

ProeurementMarket Auction shall be assessed a supplemental supply fee-must

pay-a-monthly-deficieney-charge-to-the ISO based on the localized levelized

embedded cost of a gas turbine, as deficieney-eharges-set forth in the Table
abevebelow, multiplied by one and one half (1.5), divided by sixtwelve (12),
and multiplied by the number of MWs by-whieh the LSE needs to meet its LSE
Unforced Capacity Obligation.-y-are-defiecient: The ISO will attempt to use
these-deficieney-charges supplemental supply fees to procure Unforced
Capacity from Installed Capacity Suppliers that are capable of supplying
Unforced Capacity but that failed to qualify to supply it prior to the

DefieteneySpot PreecurementMarket Auction. The ISO will not pay an Installed

Capacity Supplier; more than the applicable-deficieney-charge supplemental

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

provides Unforced Capacity.
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If shortages still exist following the efforts outlined above, the ISO will
attempt to —TFhelSO-shallnetprocure Unforced Capacity from previously
qualified Installed Capacity Suppliers that failed to offer such Unforced
Capacity in the Spot Market Auction or offered such Unforced Capacity at
levels above the Spot Market Auction Market-Clearing Price. -withheld-their
Unforced-Capaeity= The ISO will offer such Installed Capacity Suppliers no
more than the applicable Spot Market Auction Market-Clearing Price,
pro-rated to reflect the portion of the Obligation Procurement Period for
which the Installed Capacity Supplier provides Unforced Capacity.

Any remaining monies collected by the ISO pursuant to this section
paragraph-will be applied to reduce the Schedule 1 charge.

The ISO shall not reveal the number of MWs of an LSE’s Unforced
Capacity Obligation that LSE is-are short -deficient-prior to aDeficteney

Proeurement-the Spot Market Auction.
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Deficienev.P \setion.Cl

The following localized levelized embedded costs of a gas turbine will be used to set

the Demand Curves, supplemental
startirg-May12003-

In-City New York City

(LBMP Load Zone J)

Long Island

(LBMP Load Zone K)

All Other LBMP Load

Zones in the NYCA

supply fees and the deficiency charges-shall-apply

$[??2?2?1/kW of Unforced Capacity per Capability

Period

(Equivalent to $220.00/kW of Installed Capacity per
Capability Period)

$8[?2221/kW of Unforced Capacity per Capability

Period

(Equivalent to $185.00/kW of Installed Capacity per
Capability Period)

$38[22221/kW of Unforced Capacity per Capability

Period

(Equivalent to $89.00/kW of Installed Capacity per
Capability Period)

Beginning May 1, 2003, these supplemental supply fees and

deficiency bids-and-charges will be based on three-one and one half (1.5) times

the localized levelized embedded cost of gas turbines in the New York City

Locality, the Long Island Locality, or Rest of State-elsewhere-in-the NYCA,

respectively. The localized levelized embedded cost of gas turbines will be

evaluated, and adjusted as necessary, in accordance with the procedures

identified above under the heading Demand Curve Adjustments.
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5.14.2 Installed Capacity Supplier Deficiencies

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

PrecurementMarket Auction or through post-DefieteneySpot PrecurementMarket

Auction Unforced Capacity purchases.

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

Supplier in the appropriate DefieteneySpot PreeurementMarket Auction or through post-

DefieteneySpot PreecurementMarket Auction Unforced Capacity purchases to cover the

deficiency.
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In the event that an External Installed Capacity Supplier fails to deliver to the
NYCA the Energy associated with the Unforced Capacity it committed to the NYCA due
to a failure to obtain appropriate transmission service or rights, the External Installed
Capacity Supplier shall be deemed to have been deficient from the last time the External
Installed Capacity Supplier “demonstrated” delivery of its Installed Capacity Equivalent
(“ICE”), or any part thereof, until it next delivers its ICE or the end of the term for which
it certified the applicable block of Unforced Capacity, whichever occurs first, subject to
the limitation that any prior lack of demonstrated delivery will not precede the beginning
of the period for which the Unforced Capacity was certified. A deficient External
Installed Capacity Supplier shall be required to pay to the ISO a deficiency charge as set
forth in Section 5.14.1(a) of this Services Tariff, prorated for the number of hours in the
month that External Installed Capacity Supplier is deficient (i.e., (((deficiency charge +
612 months) + total number of hours in month when deficiency occurred) * number of
hours deficient) * number of MWs deficient).

The ISO shall submit a defieieney-bid, calculated pursuant to Section 5.14.1 of
this Tariff, in the appropriate DefieieneyProeurementSpot Market Auction on behalf of a
deficient Installed Capacity Supplier as if it were a-defieient LSE. The deficient Installed
Capacity Supplier shall be required to pay to the ISO the Market-Clearing Price of

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

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

5.14.3 Application of Deficiency Charges

Any remaining monies collected by the ISO through deficiency charges pursuant
to Section 5.14.1 but not used to procure Unforced Capacity on behalf of deficient ESEs
Installed Capacity Suppliers shall be applied as provided in this Section 5.14.3.

5.14.3(a) General Application of Deficiency Charges

Except as provided in Section 5.14.3(b) [Still applicable?],
remaining monies will be applied to reduce the Rate Schedule 1 charge in the
following month.

5.14.3(b) Locational Installed Capacity Rebates [Still applicable?]

(1) New York City
If an Unforced Capacity deficiency exists during the first month of
a Capability Period, the ISO shall rebate, calculated on a monthly basis and to be

paid at the beginning of the month, any remaining unspent deficiency charges
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collected for that month for the New York City Locality. The rebate calculated
for the Locality shall be allocated among all LSEs in that Locality in proportion to
their share of the applicable Locational Installed Capacity Requirement. Rebates
shall include interest accrued between the time payments were collected and the
time that rebates are paid.

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

aggregate purchase price paid for those months in the Capability Period auction,

the first Monthly Auction, the first BefieieneySpot PrecurementMarket Auction

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

The temporary rebates described in this Section 5.14.3(b)(i) shall
terminate when an Unforced Capacity surplus is forecasted at the beginning of

each of two consecutive Summer Capability Periods in the New York City
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Locality. [Have we had two consecutive forecasted surpluses?] To the extent
there is money left over after such rebates, it shall be distributed in accordance
with Section 5.15.
(i1) Long Island
If an Unforced Capacity deficiency exists during any month of a Capability
Period in the Long Island Locality, the ISO shall rebate, calculated on a monthly
basis and to be paid at the beginning of each month, any remaining unspent
deficiency charges collected for that month for the Locality. The rebate
calculated for the Locality shall be allocated among all LSEs in that Locality in
proportion to their share of the applicable Location Installed Capacity
Requirement. Rebates shall include interest accrued between the time payments
were collected and the time that rebates are paid. The temporary rebates
described in this Section 5.14.3(b)(ii) shall terminate when an Unforced Capacity
surplus is forecasted at the beginning of each of two consecutive Summer
Capability Periods in the Long Island Locality. [Have we had two consecutive
forecasted surpluses?] To the extent there is money left over after such rebates,
it shall be distributed in accordance with Section 5.15.
5.15 Payment and Allocation of Installed Capacity Auction Rebates
The ISO shall rebate to all LSEs with Locational Installed Capacity Requirements in the

New York City Locality any Excess Amount that remains after the completion of an auction.

Pre-Nov. 22 Revisions Post-Nov. 22 Revisions
Additions are marked like this. Additions are marked like this.
Deletions are marked like-this- Notes are marked [like this.]

Deletions are marked like-this-erlike-this.
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Such rebates shall be allocated among all New York City LSEs in proportion to their share of the
Locational New York City Installed Capacity Requirement, regardless of whether they actually
took part in the first phase of the relevant auction. The ISO shall allocate such rebates among
In-City LSEs on a monthly basis. Rebates shall include interest accrued between the time they

were collected and the time that they are paid.

Pre-Nov. 22 Revisions Post-Nov. 22 Revisions
Additions are marked like this. Additions are marked like this.
Deletions are marked like-this- Notes are marked [like this.]

Deletions are marked like-this-erlike-this.
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