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4. INSTALLED CAPACITY REQUIREMENTS APPLICABLE TO INSTALLED
CAPACITY SUPPLIERS

4.1 Overview

Resources must follow certain procedures and provide pertinent information to theNYISO in
order to qualify as Installed Capacity Suppliers. The requirements necessary to qualify as an
Installed Capacity Supplier can be found in Sections 4.2 and 4.3 below, and include
Demonstrated Maximum Net Capability (DMNC) testing and maintenance schedul e reporting.

After completing the procedures listed above, Resourcesthat have qualified as Installed
Capacity Suppliers must fulfill certain requirements provided by the NYI1SO in order to retain
al of the privilegesto which an Installed Capacity Supplier is entitled. These requirements are
provided in detail in Sections 4.4 through 4.8 below. The requirements include reporting
Operating Data; planned maintenance and forced outage notification requirements; the Installed
Capacity certification requirements; and bidding, scheduling, and notification responsibilities.

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

Installed Capacity Suppliers that fail to fulfill the requirements detailed in Sections 4.4 through

4.13 are subject to sanctions, as provided in Section 5.12.12 of the NY SO Services Tariff.
Details regarding these sanctions may be found in Section 6.10f this Manual.

Section 4.14 details the procedures for requesting, granting and applying Unforced Capacity
Deliverability Rights (“UDRS").

Resources may be physically located inthe NY CA, or in an External Control Areathat meets
the recall and Curtailment requirements and the locational limitations specified in Section 2.7 of
this Manual.

4.2 DMNC Test Procedures (Section 5.12.8 NYISO Services Tariff)

All Installed Capacity Suppliers must perform DMNC tests, or an equivalent, during each
Capability Period in which they have supplied Unforced Capacity and in accordance with the
procedures described below (unless exempt in accordance with the provisions of Section 4.4.3
of thisManual), and provide the NY SO with the required documentation of those tests.
Alternatively, Installed Capacity Suppliers, with the exception of new Resources, may use
historical production data for theimmediately preceding like Capability Period, no more than 12
monthsold, inlieu of DMNC test data. A DMNC test result or historical production data
| constitute avalid DMNC value for purpose of establishing a generating Resource’s Installed

Capacity value.
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Data must be submitted in an acceptable format or it will be rejected. The 30-day verification
clock starts with adetermination that the data has been deemed complete. Until the Unforced
Capacity automation system goes live, the Installed Capacity Supplier will be notified if its
submission has been deemed complete within five (5) business days of that submission. After
automation system goes live, submissions that are deemed to be completewill be so indicated in
the automation application within five (5) business days of origina submissions. Within five (5)
business days of an incomplete submission, the Market Monitoring Unit will contact the
submitting Installed Capacity Supplier.

Upon determination that theinformation that has been provided is complete, theNY SO will
verify the DMNC value for Installed Capacity Suppliers within 30 days of submission, if such
submission has been deemed compl ete at |east 45 days prior to the data submission deadline as
noted bel ow. Submissions deemed complete less than 45 days before the DMNC submission
deadline will be processed within 45 days of such submission.

If the NY1SO accepts the Installed Capacity Supplier’s submission, the submitted DMNC value
will be valid for thesubsequent like Capability Period, and at the request of the Installed

Capacity Supplier, will serve asthe valid DMNC value for thebal ance of the current Capability
Period.

If the NY1SO disagrees with the submitted DMNC value, the Installed Capacity Supplier may:
a retestif thereistimewithinthe current DMNC Test Period, or
b) acceptthe NYISO determined DMNC value and resubmit it, or
C) request an audit.

If the Installed Capacity Supplier requests an audit, theNY1SO will work with the Installed
Capacity Supplier to schedule the audit. If the audit results reveal that the Installed Capacity
Supplier DMNC value is correct, the DMNC value submitted by the Installed Capacity Supplier
will remainin place. If the audit reveals that the NY1SO valueis correct, the NY1SO will
replace the Installed Capacity Supplier's DMNC value with the DMNC value established
through the audit and the Installed Capacity Supplier will be subject to penalties, if applicable.

An Installed Capacity Supplier offering to supply Unforced Capacity as a System Resource
must submit DMNC test data, or historical production data, for each Generator that it seeksto
aggregate. Final DMNC Test results must be transmittedto the NY SO no later than sixty (60)
daysfollowing the end of thetest period.

4.2.1 DMNC Test Periods

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

15th, All generating Resources must test using usual and customery industry practices ~__—{ Deleted:

with operating configurations and fuel mixes expected to be used during summer or
winter peak | oad conditions, as applicable. The results shall be adjusted to appropriate
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ambient conditions using the procedures noted in this Section 4.2 and more fully

described in Attachment D /( Deleted: {

New Resources may qualify as Installed Capacity Suppliers at any time during a
Capability Y ear based on the results of an appropriate demonstration test, production
data, or Special Case Resource (SCR) commitment before participating as an Installed
Capacity Supplier in the NYISO Installed Capacity market. New generating Resources
must temperature-adjust the results of the appropriate demonstration test or production
data, using the procedures noted in Attachment D to thisManual and must verify such
performance during the applicable DMNC test period if the original test was performed
prior to the applicable DMNC Test Period(* out-of-period”).

To qualify as Installed Capacity Suppliersin any Installed Capacity auction administered
by the SO, new Resources shall submit to the NY1SO the results of an appropriate
demonstration test, production data or SCR commitment prescribed by thisM anual by
5:00 PM at least seven (7) calendar days before the administration of the relevant
auction. For example, if the NY SO administers the auction on a Thursday, new
Resources shall submit appropriate demonstration test, production data, or SCR
commitment by 5:00 PM on the Thursday preceding the auction.

In addition to the submission of the results of an appropriate demonstration test or
production data required by the previous paragraph, new generating Resources that want

to participate inNY I SO-administered auctions shall submit to the NY SO anotification /{ Deleted: NY

letter if they do not already have, and will require, apoint ID to participatein the NY SO
market. The notification letter shall state the intention of the Resource to seek
qualification as an Installed Capacity Supplier, and include the Resource’' s name,
location, and other information as the NY SO may reasonably request. This letter does
not oblige a Resource to qualify as an ICAP Supplier; it allows the NY SO to prepare
and be able to accommodate a Resource should that Resource request qualification and
submit appropriate demonstration test or production data shortly before an auction. A
Resource shall submit the notification letter to the NY 1SO by thefirst business day of
the month in which it wishesto qualify asan Installed Capacity Supplier.

To qualify Installed Capacity for a Bilateral Transaction or for a self-supplying LSE,
new Resources shall submit to the NY1SO the results of an appropriate demonstration
test, production dataor SCR commitment prescribed by this Manual by 5:00 PM at |least
seven (7) calendar days before the day L SEs must certify that they have procured
sufficient Installed Capacity for the following Obligation Procurement Period (in this
paragraph, the “ Certification Day”). For example, if the Certification Day is a Thursday,
new Resources shall submit appropriate demonstration test, production dataor SCR
commitment results by 5:00 PM on the Thursday preceding the Certification Day.

Existing Resources that have increasal Capacity due to changesin their generating
equipment may demonstrate the DMNC of the incremental Capacity for and within a
Capability Period by following the procedures described above for new Generators.
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TheNYISO's Market Monitoring Unit will verify the DMNC test data submitted by
Suppliers against NY SO billing information and will notify the Supplier that the
DMNC value as calculated from the test datais valid.

4.2.2 Resource Specific Test Conditions

The Resources listed belowmust meet the applicable DMNC test conditions specified
below and in Attachment D in order to be qualified as Installed Capacity Suppliers.
Resources must also report DMNC test results to theNYISO._As used in this Section
4.2.2, DMNC shall mean the power delivered to the transmission system, net of station
service Load necessary to deliver that power as described in Section 4.2.3.

Fossil Fuel and Nuclear Stations
Valid DMNCsfor fossil fuel or nuclear steam units are determined by the following:

(@ Theunit’s sustained maximum net output averaged over afour (4)
consecutive hour period

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

(¢) Thesum of the DMNC of individual turbine-generatorsin a generating
station cannot be greater than the DMNC of the whole station.

Hydro Stations <« Formatted: H3NoNmbr

Valid DMNCsfor hydro units are determined by the following:

(@ Thesustained net output averaged over afour (4) consecutive hour
period using average stream flow and/or storage conditions within machine
discharge Capacity.

(b) For a multi-unit hydro station, the DMNC is determined as a group and
each hydro unitin such astation isassigned arating by distributing the
combined station DMNC among them.

() Thesum of the DMNC of individual unitsin amulti-unit hydro station
cannot be greater than the DMNC of the whole station.

Internal Combustion Units and Combustion Turbines

Vdid DM NCsfor internal combustion units and combustion turbines are determined by

Jhe following: /{ Deleted:

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

February 9, 2006 4-4



NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

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

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

Combined Cycle Stations
Vaid DMNCs for combined cycle stations are determined by the following:
(8 The sustained maximum net output over four (4) consecutive hours.

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

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

Intermittent Resources (Wind Farms and Solar Arrays)

The DMNC value of Intermittent Resources will be the nameplate capacity of the units
(usually aggregated in groups of small individual units) in each station, wind farm or
Dlar array, net of any station service Load required for operation and delivery to the
NY CA power system.

Energy Limited, Capacity Limited, Other Stations | Deleted: Intermittent,

Valid DMNCsfor other units are determined by the following:

(@ The sustained maximum net output averaged over afour (4) consecutive
hour period.

(b) For amulti-unit station, the DMNC is determined as a group and each unit
in such a station is assigned arating by distributing the combined station

DMNC among them.
. L . i . Deleted: Valid DMNCsfor Intermittent
() Thesum of the DMNCs of individual unitsin a multi-unit station cannot tF:owher Resources may al'so be determined
i y the Intermittent Power Resources’
be greater than the DMNC of thewhole station. _ uhit Snemeplaterating provided,

however, that theNY ISOshall havethe
authority to review Intermittent Power
Resources' productiondata.
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4.2.3 Treatment of Station Service Load

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

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

In the event of disagreement concerning the station service Load for facilities that fall
into the later category, the relevant Transmission Owners will provide to the NYISO any
information availableto it, which relates to the configuration of the Resource and its
station service Load. If the disagreement concerning the station service Load is not
resolved by the additional information the Transmission Owners provide, the NYI1SO
Expedited Dispute Resolution Procedures (as set forth in Section 5.16 of the NYI SO
Services Tariff) shall 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 report the test
resultsfor each of its Resourcesto theNY1SO. The test reportsinclude:

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

2 For internal combustion units, combustion turbine units, and combined cycle
units, acurve 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 a so Attachment D):
Over pressure
Top feed water heater O/S.

4.3 Maintenance Scheduling Requirements (Section 5.12.3
NYISO Services Tariff)

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

1 Submit aconfidential notification to theNY SO of proposed outage schedules
for the next two (2) calendar years by September 1st of the current calendar year.
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2 If Operating Reserve deficiencies are projected to occur in certain weeks for the
upcoming calendar year, based upon the | SO’ s reliability assessment, Resources
may be requested to voluntarily reschedul e planned maintenance.

3 TheNYISOwill provide the Resource withalternative acceptable times for the
rescheduled maintenance.

4. |If the Resource is a Generator that qualifies as an Installed Capacity Supplier
that does not voluntarily re-schedule its planned maintenance within the
aternative acceptable times providel by the NY1SO, theNY SO will invoke
mandatory re-scheduling using the procedures prescribed in theNYI SO Outage
SchedulingManual.

5 A Resource that did not qualify as an Installed Capacity Supplier prior to the
Obligation Procurement Period and that intends to be an Installed Capacity
Supplier within the Obligation Procurement Period must provide theNY1SO
with its proposed outage schedul e for the current Capability Y ear and the
following two (2) calendar 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 rescheduling procedures
described above.

An Installed Capacity Supplier that refuses the NY1SO’ s forced rescheduling of its proposed

Formatted: Bulletsand Numbering}

outages shall not qualify as an Installed Capacity Supplier for that unit for any month during
which it schedules or conducts an outage. /

4.3.1 (This Section intentionally left blank)

4.3.2 External System Resources

The NYISO and the External Control Areain which the External System Resourceis
located will coordinate the maintenance schedules for the interconnections that link these
Resourcesto the NY CA. External System Resources are not subject to the voluntary and
mandatory re-scheduling procedures described above.

4.3.3 Special Case Resources (Section 4.12 of this Manual)

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

Deleted: Interruptible Load
Resourcesy

<#>Interruptible Load Resources
must comply with the following
procedures. |

<#>1. Notify theNYISO at least
thirty days prior to the beginning
of an Obligation Procurement
Period of scheduled maintenance
that would reduce their ability to
interrupt during the upcoming
Obligation Procurement Period. |
<#>2. Notify theNYISO of any
major equipment that is out of
service and therefore cannot be
interrupted because it is already
off, and notify theNYISOwhen the
equipment is coming back on. 1
<#>3. Provide the NYISO with a
written commitment that any
scheduled maintenance that would
reduce their ability to interrupt
without reducing Load will only be
conducted from November 1st
through March 31st of any
calendar year. |

Interruptible Load Resources that
are Special Case Resources as
defined in Section 4.12 of this
Manual are not subject to the
requirements of this Section 4.3.1.
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4.4 Operating Data Reporting Requirements (Section 5.12.5
NYISO Services Tariff)

Installed Capacity Suppliers shall submit Operating Datato the NY1SO every month in
accordance with the following subsections. Further details applicable to generating Resources
areincluded in Attachment K to this Manual, at the NERC-GADS website
(http://www.nerc.com/~gads/) and in the NERC Data Reporting Instructions at
http://www.nerc.co/~filez/dri.html. The completeness, accuracy, and validity of the performance

data sent to the NY1SO gre the responsibility of the Resource making such data submission. - Deleted: is

Installed Capacity Suppliers that do not comply with the following subsections shall be subject
to the sanctions provided in Section 5.12.12 of the NYI SO Services Tariff.

When an Installed Capacity Supplier (the “ Seller”) sells Unforced Capacity to another Installed
Capacity Supplier (the “Purchaser”), such as an Installed Capacity Marketer, the Seller and the
Purchaser may designate the Purchaser as the entity responsible for fulfilling the obligations and
requirements set forth in Section 4.4 of this Manual. Such designation shall be made in writing

| to the NYISO at least geven (7) calendar days before the date by which any of the relevant A peleted: five

obligations or requirements must be fulfilled. ~{Deleted: 5

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

4.4.1 Generators

By the 20 hday of each month, Generators shall submit to the NY1SO Generating
Availability Data System (GADS) Data or data equivalent to GADS Data pertaining to
the previous month. For example, Generators shall submit by May 20, 2001 GADS Data
or dataeguivalent to GADS Data pertaining to their operations during the month of

Deleted: the82-character fixed format

accordance with Attachment K of thisManual. provided in

April 2001. Generators shall submit GADS Data or data equivalent to GADS Datain /{

4.4.2 System Resources

By the 20" day of each month, System Resources shall submit to theNY SO GADS
Data or data equivalent to GADS Data pertaining to the previous month. For example,
System Resources shall submit by May 20, 2001 GADS Data or data equivalent to
GADS Data pertaining to their operations during the month of April 2001. System

Deleted: the82-char acter fixed format

Resources shall submit GADS Data or data equivalent to GADS Data in accordance with /{
provided in

Attachment K of thisManual.
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4.4.3 Control Area System Resources

By the 20" day of each month, Control Area System Resourcesor the purchasers of
Unforced Capacity from those Resources shall submit to the NYISO CARL (Control
Area Resource and Load) Data pertaining to the previous month. For example, Control
Area System Resources shall submit by October 20, 2001 CARL Data pertaining to their
operations during the month of September 2001.

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

1 The maximum actual total generating Capacity in Control Areac;

2 Theactual External firm Capacity purchases by Control Areac, other than
purchases from Resources in the NYCA;

3 The actual amount of load management (i.e., interruptible load) in Control
Areac;

4. Theactua peak Load for Control Areac, including system losses;

5 Theactual External firm Capacity sales by Control Areac, other than firm
capacity salesto the NYCA;

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

7. Theamount of generating Capacity in Control Areac that isactually unavailable
due to planned maintenance;

8 Theamount of generating Capacity in Control Areac that was actually
unavailable due to forced outages; and

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

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

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

4.4.4 Energy Limited and Capacity Limited Resources

By the 20" day of each month, Energy Limited Resources shall submit to the NYISO
GADS Data or data equivalent to GADS Data pertaining to the previous month. For
example, Energy Limited Resources shall submit by May 20, 2001 GADS Data or data
eguivalent to GADS Data pertaining to their operations during the month of April 2001.
Energy Limited Resources shall submit GADS Data or data equivalent to GADS Datain - - .
accordance with Attachment K of thisManual. /{ e 2 cnerecte e formet

"““'{ Formatted: Bulletsand Numbering}

Deleted: Interruptible Load

4.4.5 (This Section intentionally left blank)

. Resources{
4.4.6 Intermittent Power Resources <#>Subject to Sections 4.4.7 of this
Manual, Interruptible L(_)ad

Intermittent Power Resources shall submit to the NY SO data pertaining to their net Resources shall Submit  ation
dependable Capacity, actual generation, maintenance hours, planned hours, periods using the form provided n
hours, and other information as may bereasonably requested by the NY1SO such as the e T

X . N y the 20" day of each month,
location and name of the Intermittent Power Resource. Intermittent Power Resources Interruptible Load Resources shall
shall submit production data pertaining to the previous month on the 20™" day of each submit to the

NYISO datain the format shown in

for each interruption.
For example, they shall submit by
May 20, data corresponding to
their operations during themonth
of April 2001.

Deleted: the82-charecter fixed format
provided in

month and in accordance with Attachment K of this Manual. For example, Intermittent
Power Resources shall submit data by May 20, 2001 data pertaining to their operations
during the month of April 2001.

[Detailed instructions will be incorporated into Attachment K and Unforced Capacity

calculation methodology will incorporated into a new Section in Attachment J following
previously discussed guidelines.]

4.4.7 Special Case Resources (Section 4.12 of this Manual)

Special Case Resources shall submit documentation to the NY1SO, each time they are

called upon to operate, using,the Special Case Resource Workbook posted on the ICAP _—{ Deleted: intheform of )

Auctions/Products paje of the NY SO website under the applicable capability Period. Deleted: Figure 2 provided in J
Attachment K

4.47.1 Specia Case Resources that are Curtailable L oad Resources ____—{ Deleted: InterruptibleL oad ]

Special Case Resources that were requested to reduce Load in any month shall submit

performance data to the NY1SO, within 60 days of each called event, using the Special /{ Deleted: by the20" day of thefollow }
Case Resource Workbook as posted on the ICAP_Auctions/Products page of the

NY1SO website under the applicable capability Period_for each requested interruption. /{ Deleted: ing month dataiin the format }
For example, Specia Case Resources shall submit by June 14, 2001, their data shownin Figure2 of Attachment K

Deleted: May 20 }
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pertaining to the month of April 2001 if they were called upon to reduce Load gn April _—{ Deleted:in )

15, 2001.
4.47.2 Specia Case Resourcesthat are Generators

Special Case Resources that are Generators, and were requested to operate in any
month shall submit performance data to the NYISO, within 60 days of each called
event, using the Special Case Resource Workbook as posted on the ICAP

Auctions/Products page of the NYISO website under the applicable capability Period,

for each requested operation, For example, Special Case Resources that are Generators

shall submit by June 14, 2001, their data pertaining to the month of April 2001 if they

Deleted: by the20™day of the
following month datain the format
showninFigure2 of Attachment K

were called upon to operate gn April 15, 2001.

Deleted: ng period

4.4.8 Municipally-Owned Generation

By the 2g" day of each month, municipally-owned generation shall submit to the
NY1SO data equivalent to GADS Data pertaining to the previous month. For example,
municipally-owned generation shall submit by May 20, 2001 data equivalent to GADS
Data pertaining to their operations during the month of April 2001.

)
Deleted: May 20 ]
)

Deleted: in

4.4.9 Resources Capable of Supplying Unforced Capacity in New
York

This subsection appliesto Resourcesthat (1) have not previously beenin operationin

the NYCA, (2) are not subject to the requirements of Subsection 4.4.1 through
Subsection 4.4.8 of this Manual, and (3) want to supply Unforced Capacity to the NY CA
inthe future.

By the tenth (10") day of the month preceding the month when a Resource wants to

Deleted: Municipally -owned
generation shall submit datain
accordance with the form providedin
Attachment K of thisManual, GADS, or
Specia Case Resourcereporting, as
appropriate.

/{ Deleted: , }

supply Unforced Capacity to the NY CA, the Resource shall submit to theNYISO the
appropriate Operating Data pertaining to its operations over the previous 12 months, if it
wasin operation. A Resource that wants to continue to supply Unforced Capacity in the
NY CA immediately thereafter shall submit, by the 20" day of each month, the
appropriate Operating Data.

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

If an External Resource intends to request Import Rights in accordance Section 4.9, the
Resource shall submit to the NY SO the results of an appropriate demonstration test (i.

e. DMNC) and Operating Data pertaining to its operationsat |east over the previous 12

months, if it was in operation, and prescribed by this Manual by 5:00 PM at least seven
(7) calendar days beforesuch Import Rights are to be requested.
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4.4.10Resources not in Operation for the past 12 months

A Resource that was not in operation for the past 12 months and that wants to qualify as
an Installed Capacity Supplier shall subrrit monthly Operating Data to theNYISO no
later than one (1) month after that Resource commenced commercial operation, in

accordance with Subsections 4.4.1 through 4.4.8 of this Manual, as applicable.

4.4.11 Temporary Interruption in Availability

If a Generator in an otherwise operational state at the time of notice (that is, not
otherwise forced out) does not sell or certify its Unforced Capacity (UCAP) ona
temporary basis (i.e., elects not to participate in the UCAP Market or is not successful in
selling its UCAP at auction or in abilateral transaction), such interruption in availability
of UCAP shall be taken on amonthly basis and may be treated for purposes of

caculating the Equivalent Demand Forced Outage Rate (EFORd) for that unit asa __—{ Deleted: onDemand

maintenance outage with prior notification to the NY1SO. If the Generator electstobid ~ ~{Deleted: d

the unit into the NY1SO energy markets during such period, al such service hours and

forced outage hours shall be included in the computation of the unit’s EFORd, but __—{ Deleted: D

periods where the unit is not selected may be reported as Reserve Shutdown Hours, as
defined in Attachment J.

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

The NYISO will calculate the amount of Unforced Capacity that Resources are qualified to
supply to the NY CA for each Capahility Period. The Unforced Capacity methodol ogy estimates

the probability that a Resourcewill be available to serve Load, taking into account forced __—{ Deleted: i

outages_and deratings To evaluate this probability, the NYISO will use the Operating Data
submitted by each Resource in accordance with Section 4.4 of this Manual, and the
mathematical formulae included inAttachment J of this Manual. Such Unforced Capacity
values will remain in effect for the entire Capability Period, except in cases when historical data
corrections or revisions are necessary.

Deleted: average
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Resourceis qualified to supply on the average EFORd value of the six (6) nost recent 12-month ——
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For each Capahility Period, theNYISO will base the amount of Unforced Capacity a generating %

rolling EFORd calculations for that Resource, The six (6) most recent 12-month rolling EFORd
values shall be for the same interval used to determine the Minimum Installed Capacity

Deleted: Such EFORd value will
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Requirement to Minimum Unforced Capacity Requirement translation, as noted in Sections 2.5 Period,dexcept in caseswhen historical
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For Special Case Resources, Unforced Capacity values will be based on the seasonal Deleted:
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Limited Control Run-of-River Resource values will have Unforced Capacity values based on

seasonal performance factors calculated in accordance with Attachment J of the Installed
Capacity Manual. Unforced Capacity from aLimited Control Run-of-River Resource for the
summer capability period shall be based onNY SO GADS Data or data equivalent to GADS for
the months of June, July and August during the immediately previous like Capability Period.
Unforced Capacity from an Limited Control Run-of-River Resource for the winter capability
period shall be based on NY SO GADS Data or data equivalent to GADS Datafor the months
December, January, and February during the immediately previous like Capability Period.

Intermittent Resource Unforced Capacity values will have Unforced Capacit ues based on Deleted: V

seasonal performance factors cal culated in accordance with Attachment J of the Installed
Capacity Manual. Unforced Capacity from an |ntermittent Power Resource for the summer
capability period shall be based on the average production during the hours between 14:00 and
18:00 for the months of June, July and August during the immediately previous like Capability
Period. Unforced Capacity from an Intermittent Power Resource for the winter capability
period shall be the average production during the hours between 16:00 and 20:00 for the months
December, January, and February during the immediately previous like Capability Period.

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

4.6.1 Default Value

Inits calculation of the amount of Unforced Capacity that each Resource is qualified to
supply to the NY CA and notwithstanding the provisions of Section 4.5 of thisManual,
the NY1SO will deem a Resource to be completely forced out during each month for
which this Resource has not submitted its Operating Data in accordance with Section 4.4
of this Manual. Pursuant to Section 5.12.12 of the NYI SO Services Tariff, Resources
that do not comply with Section 4.4 of this Manual aso are subject to information
submission requirements sanctions.

Resources who are deemed to be completely forced out during any month may

submit new Operating Datato the NYISO at any time. The format and substance of

the new Operating Data shall comply with the requirements set forth in Sections 4.4.1
through 4.4.8, as applicable. Within ten (10) calendar days of receipt of new Operating
Datathat comply with such requirements, the NY1SO shall use this new Operating
Datato recal culate the amount of Unforced Capacity that such Resources may supply to
theNYCA.

Upon ashowing of extraordinary circumstances, the NY SO retains the discretion to
accept at any time Operating Data which have not been submitted in atimely manner, or
which do not fully conform with Section 4.4 of this Manual.
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4.6.2 Exception for Certain Equipment Failures

When a Generator, Special Case Resource, Energy Limited Resource, System Resource,
Intermittent Resourceor Control Area System Resourceis forced into an outage by an
equipment failure that involves equipment located on the electric network beyond the
step-up transformer, and including such step-up transformer, the NY 1SO shall not treat
the outage as a forced outage for purposes of calculating the amount of Unforced
Capacity such Installed Capacity Suppliers arequalified to supply inthe NY CA. This
exception is not limited to equipment failures that occur on the New Y ork State
electrical network and extends to equipment failures that occur on electrical networks
operated by External Control Aress.

In reporting Qperating Data (GADS data), a Generator, Energy/Capacity Limited
Resource, or System Resource will report a generator outage or derating caused by an
equipment failure that involves equipment located on the electric network beyond the
step-up transformer, and including such step-up transformer in accordance with normal
outage reporting procedures and document them as aforced outage (U1, U2, U3, D1, D2
or D3) with a cause code of 9300.

Intermittent Resources will report generator outage and derated hours caused by an
equipment failure that involves equipment located on the electric network beyond the
step-up transformer, and including such step-up transformer, in accordance with normal
outage reporting procedures and document them in accordance with instructions for
Intermittent Resources to be found in Attachment K [not yet written].

If an outage occurs on the transmission system beyond the generator step -up
transformer, and including such step-up transformer, at atime when a Generator has not
placed its unit on a maintenance outage, such interruption in availability shall be treated

for purposes of calculating the unit’ s EFORdating as a maintenance outage (MO) in the _—{ Deleted: d

case of aforced outage (U1, U2, U3) or as a maintenance derate (D$) in the case of a Dolotod: reerve shuidomm
forced derating (D1, D2, D3), /[ '

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

Each Installed Capacity Supplier must certify its Unforced Capacity to the NYISO no later than
the deadline for monthly certification as providedin the detailed timeline that can be found by
selecting the link provided: (http://www.nyiso.com/public/products/icap/index.jsp),
demonstrating that the Unforced Capacity it is supplying is not already committed to meet the
Minimum Installed Capacity Requirement of an External Control Area.

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

In the case where an Installed Capacity Supplier has sold UCAP and subsequently sells those
UCAPassets on adate prior to the expiration of the UCAP sale, theresponsibility for certifying
the sold UCAP remains with the Installed Capacity Supplier that initially sold the UCAP. It is
theresponsibility of the selling Installed Capacity Supplier to either (1) arrange a bilatera
agreement with the new owner of the UCAP assets to cover this requirement or (2) purchase the

requirement through another bilateral transaction or through theNY I SO-administered auctions. /( Deleted: NY

If abilateral transaction is certified by an Installed Capacity Supplier, but is not confirmed by
the second party to the transaction, the bilateral transaction submitted by the Installed Capacity
Supplier remains unconfirmed at the close of the certification paiod. The UCAP associated
with theunconfirmed bilateral transaction sale remains with theInstalled Capacity Supplier that
submitted the bilateral transaction for certification.

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

On any day for which it supplies Unforced Capacity, each Installed Capacity Supplier (except as
noted below) must schedule or Bid into the Day-Ahead Market, or declare to be unavailable an
amount of Energy that is not lessthan the Installed Capacity Equivalent of the amount of
Unforced Capacity it is supplying to the NY CA from each Resource that it usesto supply
Unforced Capacity. Planned or Maintenance outages must be scheduled in advance of any Day -
Ahead bidding. Any declared or unavailable Energy/Capacity not previously scheduled out of
service must be reported as a Forced Outage or Forced Derating in accordance with the
operating data reporting requirements in Section 4.4 and Attachment K of this Manual.

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

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

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

4.8.2 Energy Limited and Capacity Limited Resources

Energy/Capacity Limited Resources that are Installed Capacity Suppliers must be ableto __—{ Deleted: Limited )
provide the Installed Capacity Equivaent of the amount of Unforced Capacity they are

| supplying to the NY CA for a minimum of four (4) hours each day. Energy/Capacity
Limited Resources must Bid or schedule in the Day-Ahead Market each day in such a
way asto enable the NY1SO to schedule them for the period in which they are capable of

providing the Energy. See Attachment M for additional details on qualifying Deleted: AnEnergy Limited Resource
Energy/Capacity Limited Resources and bidding and scheduling procedures. [Tech flriatan apitabbb il
Bulletins 75 and 76 will be folded into Attachment M.] Limited Resource’ supper operatinglimit,
designatingitsdesired operating level.
. . . 3 Oncethe Energy Limited Resource has
4.8.3 [This Section intentionally left blank] ‘\ provided four (4) hours of Energy
equival\l enttoitsinstalled Cgpacity
4.8.4 Existing Municipally-Owned Generation ol Enercy et o
L. L. 3 . i emergency. Inthe caseof an emergency,
Existing municipally-owned generatorsthat qualify as Installed Capacity Suppliers theN'Y1SO may request an Energy
pursuant to Section 5.12.11(b) of the NYI SO Services Tariff and Section 4.13 of this :écrzgﬁfz'fn&;ﬁ;ﬁg;ﬁ;acf;n o
Manual are not required to Bid or schedule in the Day-Ahead Market_but will be Resourcemay notbecapableot
required to respond to a NY1SO reguest to make available the uncommitted portion of responding. :
the Installed Capacity Equivalent of the Unforced Capacity they are qualified to supply . g‘;;%‘l‘j‘rdcie"s“ﬂe”“”“b'e Load
. ) . Interruptible Load Resources that
4.8.5 Special Case Resources (Section 4.12 of this Manual) are Installed Capacity Suppliers
must supply theNYISO with
Special Case Resources are not subject to daily bidding, scheduling, and notification Enerdy ?ﬁﬁ@;ﬁgﬁ;ﬁ&”ﬂ;ﬁ:ﬁwe
requi rements. indicating the price at which they
. . . . . are willing to be interrupted. This
For every month in which a Special Case Resource supplies Unforced Capacity, the applies only fo Interruptible Loads
Responsible Interface Party (“RIP"), or its assignee, must offer to reduce Load equal to fhay are ot Special Case

the Installed Capacity Equivalent of the amount of Unforced Capacity the Special Case
Resourceis supplying to the NY CA by submitting a Minimum Payment Nomination to
the NY1S0 associated with such Unforced Capacity. This Minimum Payment
Nomination wi Il act as a strike price, allowing the NYISO to call on a specific amount of

Special Case Resources to perform, based on price and NY CA zonein accordance with /{ Deleted: , when faced with aForecast

Reserve Shortage

[ Formatted: Bulletsand Numbering}

February 9, 2006 416



NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

4.9

the NY1SO Emergency Operations Manual. The Minimum Payment Nomination will
remain in effect through the month and is not subject to change. Special Case Resource
Minimum Payment Nomination submission procedures are detailed in Section 4.12.3.

A RIP, or its assignee, must notify the NY SO Planning and Operations departments of a
changein status that would cause a Special Case Resource to not be able to provide the
full amount of Load reduction associated with the Unforced Capacity it has supplied to
the NY CA. See Sections 4.3.3 and 4.12.6 of this Manual.

4.8.6 Intermittent Power Resources

Asset out in Section 5.12.11(d) of the NYI SO Services Tariff, Intermittent Power
Resources may qualify as Installed Capacity Suppliers, without having to comply with
the daily bidding and scheduling requirementsset forth in Section 5.12.7 of the NYISO
Services Tariff. To quaify as Installed Capacity Suppliers, Intermittent Power Resources
shall comply with the notification requirement of Section 5.12.7 of the NY SO Services
Tariff by notifying the NY1SO of any outages.

External Resources

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

4.9.1 Requirements to Qualify as an External Installed Capacity
Supplier

Prior to supplying Unforced Capacity to the NY CA, External Generators, System
Resources, Control Area System Resources and entities purchasing Installed Capacity
from them must qualify as External Installed Capacity Suppliers. To qualify as External
Installed Capacity Suppliers such entities must provide the following information to the
NYI1SO in atimely manner:

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

2 Assurance that the External Control Areain which the Resourceislocated either:

(@ Will not recall or curtail, for the purposes of satisfying its own Control
Area L oads, exports from that External Control Areato the NY CA of an

February 9, 2006 4w



NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

amount of Energy equal to the Installed Capacity Equivalent of the amount
of Unforced Capacity that Resource is supplying to the NY CA; or

(b) Inthe case of Control Area System Resources, will afford NY CA
L oad the same pro-rata curtailment priority that it affordsits own Control

ArealLoad;

3 Documentation of aDMNC test, or its equivalent, in accordance with the
procedures found in Section 4.2 or 4.10.3 of thisManual;

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

5 Documentation which satisfies the Maintenance Scheduling Requirementsin
Section 4.3 of this Manual; and

6. Expected return dates from full or partial outages.

With the exception of item four (4), thisinformation must be provided to theNY SO at
least two (2) business days prior to the business day the External Installed Capacity
Import Rights (“Import Rights”) are requested, two (2) business days prior to an NYI1SO
administered Installed Capacity auction in which the External Installed Capacity

Supplier wishes to offer Unforced Capacity, and at such additional times as required by
the NY1SO and this Manual (e.g., annual DMNC test results). The information required
by item four (4) must be submitted in accordance with the timing requirements found in
4.4.9 of thisManual (by thetenth (ldh) day of the month preceding the month in which
the prospective External Installed Capacity Supplier wishes to supply Unforced Capacity
totheNYCA).

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

4.9.2 Allocation of Import Rights

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

Grandfathered External Installed Capacity Rights
Details concerning Grandfathered Rights are provided in Attachment E to thisManual.

Other Allocations

After accounting for Grandfathered External Installed Capacity rights, the NY1SO will
alocate the remaining rights for External Unforced Capacity supply on afirst-come, first
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serve basis. Import Rights may ultimately only be used by L SEslocated within the
NY CA, but any NYI1SO Customer may submit a request along with all required
supporting documents seeking External Installed Capacity rights.

Regquest

Requests for Import Rights for one or more months within a Capability Period
may be sent to the NY I SO during the following time period. A request sheet is
available at: (http://www.nyiso.com/public/webdocs/products/i cap/auctions/Winter-

2005 2006/formg/icap_import_rights fax_form.pdf) or participants may use their own
request sheet.

Beginning at 8:00 AM ET
For Summer Capability Period: on the first business day following the publication of the

total number of import rights made available by the NY1SO (on or about February
15)

For Winter Capability Period: on the first business day not more than thirty (30) days
prior to aCapability Period (strip) Auction, and
Ending at 5:00 PM ET four (4) business days prior to a Capability Period Strip
Auction.

On or about February 15 the NY 1SO shall post the final quantity of Import Rights
available for request for the following Capability Y ear. The quantity of rights that will
be available at that time prior to the Summer and the Winter Capability Period (strip)
Auctions shall be 100 %of the Import Rights available, as posted by the NY1SO.

If Import Rights are not fully subscribed after the Capability Period (strip) Auction has
concluded, the NY1SO will open another period of first-come, first-serve allocations
prior to each Monthly Auction for the month or months in which Import Rights remain
and the NY1SO will post the available Import Rights after each subsequent auction.

For each month within a Capability Period, requests for Import Rights may be sent to the
NY 1SO during the following time period:

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

Ending at 5:00 PM ET four (4) business days prior to the next
Monthly Auction.

Contents of Request

Each request must contain the following information:
1 Theidentity of the NYISO Customer making the request;
2 Theidentity of the External Installed Capacity Supplier;

February 9, 2006 419



NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

3 Thename and location of the Resource;

4. The Control Areain which the Resource for which the Installed Capacity
Supplier seeksrightsislocated;

5 The MW amount requested, equal to the Installed Capacity Equivalent of the
Unforced Capacity sale to the NY CA from the Resource designated in (4) above.
For example, arequest for 100 MW of Import Rights from a Resource with a
10% EFORd will support a UCAP sale of 90 MW,

6. Thetime period, in blocks of whole months, for which the rights are requested;

7. E-mail address of the requesting party to which aresponse will be made.

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

If the NY1SO determines that the information provided in the request isincomplete or
inadequate, the NY1SO will immediately notify the requesting party. By 5:00 PM of the
day on which requests are received, the NY SO will notify all requestors that have
submitted a compl ete and adequate request for Import Rights of their priority.

Priority

Only complete requests submitted within the time periods specified above will be
evaluated by the NYISO. The date and time stamp provided by the FAX machine will
determine the priority for the evaluation of requests. If arequest is resubmitted for any

reason, the latest time stamp will determine its priority. Priority is assigned to each
reguest and assumes that supporting documents are received by the NY 1SO within the

time period set forth below. Late submissionsof supporting documentation will result in
the automatic rejection of the Import Rights request.

Supporting Documents

In addition, the requestor must submit documentation of the bilateral agreements for
which External Capacity Import Rights are being requested, with pricing redacted,
between a qualified External Installed Capacity Supplier or a marketer with a contract
with aqualified External Installed Capacity Supplier and:

(@ aLSEwithinthe NYCA; or,

(b) amarketer that is not an affiliate of the Ext ernal Installed Capacity
Supplier.

The supporting documentation of bilateral agreements must be received by 5:00 PM ET
of the business day following the day in which the requests for Import Rights are
submitted to the NY SO.
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If the NY SO determines that the information provided as supporting documentation is
incompl ete or inadequate, the NY SO will immediately notify the requesting party. The
submission of incomplete or inadequate information does not alter thetime framein
which such documents are due. For example, a requestor that has submitted incomplete
or inadequate supporting documentation has until 5:00 PM ET of the business day
following the day in which the requests for Import Rights are submitted to the NY1SO to
provide adequate and compl ete supporting documentation.

Response from the NYISO

Upon receipt of supporting documentation of a bilateral transaction, the NY 1SO will
respond by 5:00 PM ET of the second business day following the day in which the
requests for Import Rights are submitted to the NY1SO.

The NYI1SO will notify the requesting party if its request has been accepted or
rejected, with reasons for rejection, if such be the case, within the time period specified
above, following receipt of acomplete request and supporting documentation. 1f
accepted, the NY1SO will provide a confirmation number. A rejection may be based on
any of thefollowing:

Incomplete or inadequate information:

Fully subscribed External Installed Capacity rights;

Late submission of supporting documentation of bilateral agreements

Unqualified External Installed Capacity Suppliers; or,

The MW amount provided in the supporting documentation is less than the MW amount
included in the Import Rights request.

If arequest isrejected, the alocation of ICAP Import Rights p roceeds using the assigned
prioritiesasif that request had never been submitted.

Tally of Import Rights

The NY1SO will maintain atally of the available Import Rights for each month within a
Capability Year and will post these figures on the NY SO web site
(http://www.nyiso.com/public/products/icap/index.jsp).

Obligations of Recipients of Import Rights

If at any time, the NY1SO has allocated all of the Import Rights that are available to
permit the import of Installed Capacity from one or more control areas for one or more
months, the NY SO will promptly issue an announcement to all Market Participants,
aerting them to thisfact. Recipients of these Import Rightswill have until 12:00 PM ET
two business days following the issuance by the NY 1SO of this announcement or until
5:00 PM ET on the last business day that precedes the beginning of the Capability Period
(strip) auction by at least 15 days, if that is|ater, either to decide to keep these Import

February 9, 2006 421



NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

Rights, or to return these Import Rights to the NY1SO. The NYISO may exhaust its
supply of Import Rightsfor different Control Areas and different months at different
times, so this deadline may differ from Control Areato Control Areawithin amonth,
and it may vary from month to month for agiven Control Area.

Entities that had requested those Import Rights of the SO, but which elect to return
them to the NY1SO prior to this deadline, will be under no further obligation associated
with those Import Rights. Likewise, if the NY1SO never makes such an announcement
pertaining to Import Rights to import Installed Capacity from a given Control Areafor a
given month (because the NY1SO never alocated al of the Import Rights that were
available to permit the import of Installed Capacity from those Control Areasin those
months), then the recipients of those Import Rightswill be under no obligation to use
those Import Rights to support the import of Installed Capacity to aNew Y ork L SE, nor
will they be reguired to offer Installed Capacity into any NY1SO-administered auctions.
The NY1SO will notify all Market Participants when Import Rights have been made
available due to Import Rights that have been returned back to the NY1SO from
previously awarded Import Rights recipients. Any Import Rights that are returned to the
NY SO shall be availablefor allocation to market participants or for use to support the
purchase of Installed Capacity in NY | SO-administered auctions, using the same
procedures that are used for other Import Rights, as described el sewhere in this Manual .

Entities that elect not to return those Import Rights by the deadline described above after
such an announcement is made, or entities that are allocated Import Rights to import
Installed Capacity from a Control Area for a given month after such an announcement
has been issued for that Control Area and that month by the NY1SO, shall be able to
demonstrate to the NY SO no later than the deadline for monthly certification, as
provided bythe applicable Capability Period on the Installed Capacity (ICAP) Market
page of the NY1SO web site (http://www.nyiso.com/public/products/icap/index.jsp), that
they have used those Import Rights to support the import of Installed Capacity from the
relevant Control Areainto New Y ork to meet the L SE Unforced Capacity Obligation of
an L SE serving load in the NY CA. If, by that time, a holder of such Import Rights has
neither sold that Installed Capacity using those Import Rightsin an NY 1SO-administered
auction nor has entered into abilateral agreement to supply Installed Capacity to aNew
York LSE using those Import Rights, the associated Installed Capacity will be offered
for saleinto the ICAP Spot Market Auction as price taker, i.e., at a price of $0/MW, and
the NYISO will not accept any other offersto sell Installed Capacity from other
Suppliers located in the corresponding external Control Areas. The Supplier will be paid
the market-clearing price determined in those auctions for the control areain whichitis
located for the Unforced Capacity in question.

External Installed Capacity Sales in NYISO Administered Auction

All purchasers of Unforced Capacity that islocated in an External Control Areain an
NY 1SO-administered auction shall receive the External Installed Capacity rights

necessary in order to permit that Unforced Capacity to count towards the L SE Unforced
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Capacity Obligation; consequently, in order to ensure that there are sufficient external
Installed Capacity rights available, the NY1SO shall limit the number of MW of
Unforced Capacity that can be purchased in any External Control Areain those auctions.
In each Capability Period auction, the NY1SO shall limit the number of MW of
Unforced Capacity that can be purchased in any External Control Areato the number of
MW of Unforced Capacity that can be provided by Installed Capacity Supplierslocated
in that Control Area, as determined in Section 2.7 of thisManual, less all Extemnal
Installed Capacity rights that have been requested for that External Control Area under
the provisions of this section. In addition, the NY SO will permit entities that have been
alocated Import Rights to offer Installed Capacity into the auctions it administers.

In the Capability Period Monthly Auctions held before and during the Capahility
Period, the NY SO shall limit the number of MW of Unforced Capacity that can be
purchased in any External Control Areato the number of MW of Import Rightsthat t he
NY SO makes available for the Capability Period from that Control Ares, less the
number of MW of Unforced Capacity purchased in that External Control Areafor that
month in preceding Monthly Auctions and the Strip Auction, less all External Installed
Capacity Rightsthat have been requested to support external Bilateral Transactionsfor
that month.

The NY1SO will reduce External Installed Capacity rights eligible to be traded in
the Capability Period strip auction based on the all ocations made according to the
aboveprocedures.

4.9.3 Additional External Installed Capacity Supplier Requirements
Certification
Entities that have received External Installed Capacity Import Rights or that are using

UDRsto meet NY CA Locational Capacity Requirements must provide the following

additional information, for each month that they intend to supply Unforced Capacity to
the NY CA, to the NY1SO on the date when Installed Capacity Supplier and LSE
Certifications are due.

Certification that Unforced Capacity being sold to the NY CA has not been sold
elsawhere.

The transaction number granted to the External Installed Capacity Import Rights
holder for the External Installed Capacity associated with thoserights.

See Section 4.7 of thisManual for complete information in connection with monthly
Installed Capacity Supplier certification requirements. The NY1SO will verify this data
with the appropriate External Control Area.

Deliverability

External Installed Capacity Suppliers are required to demonstrate that the Energy
associated with Unforced Capacity supplied to the NY CA iseither deliverableto the

February 9, 2006 423




NYISO INSTALLED CAPACITY MANUAL_— DRAFT changes For Discussion Only at
2/17/2006 Installed Capacity WG Meeting

NY CA border, or in the case of UDRs, to the NY CA interface with the UDR
transmission facility. This demonstration occursin two stages.

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

@

(b)

For External Installed Capacity associated with Import Rights,

(i) Secures BExterna Installed Capacity Import Rights during the first-come,
first-serve allocation period described above with abilateral agreement; or
(i) Sells External Unforced Capacity in anNY 1SO-administered Installed
Capacity auction pursuant to the procedures identified in this Manual; or

For External Installed Capacity associated with UDRS,

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

Deliverability of Energy associated with External Unforced Capacity is demonstrated
asfollows:

@

(b)

For External Installed Capacity associated with Import Rights, demonstrate
the ability to deliver Energy to the NY CA border for the time the Energy
may be scheduled in the DAM, induded in the Hour Ahead Market
(HAM), or pursuant to an SRE, as applicable. If the transmission interface
between the NY CA and the adjacent Control Areais full, the External
Installed Capacity Supplier is not required to "bump" the entity whose
Energy has been committed on the line and the Energy associated with
External Unforced Capacity from that External Installed Capacity Supplier
isnot required to be delivered to the NY CA border. If the transmission tie
between the NY CA and the Control Area where the External Installed
Capacity Supplier is located was full but the External Control Area curtails
an amount that would reduce the Import below the External Installed
Capacity commitment level, the External Installed Capacity Supplier will
be required to respond to the NY I SO request and use the transmission
capability to provide Energy to the NYCA; or

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

4.9.4 Charges Associated with External Unforced Capacity
Deficiencies

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

4.10 System Resources

A System Resource is defined as aportfolio of Unforced Capacity provided by Resources
located in asingle | SO-defined Locality, the remainder of the NY CA, or any single External
Control Area, that is owned by or under the control of asingle entity, which is not the operator
of the Control Areawhere such Resources are located, and that is made available, in whole or in
part, to theNYI1SO. System Resources may be External or Internal to the NY CA. Please refer to
Section 4.4.3 and Attachment J, Section 3.4, for information regarding Resources operated by
the operator of the Control Areain which the Resources are located.

The System Resource must be in a Control Areathat either (a) will not recall or curtail
transactions from the Resource to satisfy its own Control AreaLoad, or (b) will afford the
NY CA Load the same curtailment priority that it affordsits own Contro | Area L oad.

4.10.1Permissible Aggregations

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

1 New York City Zone
2 Longlsland Zone
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3 All other NYCA Zones
and the neghboring Control Areas operated by:
1 PM
2 ISO-NE
3 Hydro Quebec
4. Ontario IESO,

/( Deleted: IMC

Resources located in the Ontario IESQ Control Areamay not qualify as Installed

| Deleted: IMC

Capacity Suppliers, since this Control Areadoes not currently meet the |SO’srecall or
Curtailment requirements for Installed Capacity Suppliers.

Within the other six areas asingle entity may aggregate its Generators into a portfolio
for the purposes of entering into System Resource Installed Capacity transactions, so
long as al the Generators included in the portfolio reside within the same area. Any
entity that wishes to make System Resource sales must provide the required DMNC test
datato the NY1SO for each Generator in its portfolio, unless that entity can re-dispatch
Resources under its control located within an External Control Areato maintain apre-
determined interchange schedule between that Control Areaand the NYCA. The
Unforced Capacity associated with an External Grandfathered Right may not be
aggregated with other Resources as a System Resource.

For example, an owner may operate Generatorsin PIM and the Long Island Zone. The
Generatorsin PIM may be aggregated or the Generators in the Long Island Zone may be
aggregated. Generatorsin PIM and the Long Island Zone may notbe combined with
each other.

4.10.2External System Resources

The NYISO requires the following information for each Resource aggregated as an
External System Resource. The entity aggregating the Resources is responsible for
supplying the information.
Name and location of Generators included in the portfolio.
Documentation that satisfies the General Requirements for DMNC determination
specified in Section 4.2 of this Manual.
Documentation that satisfies the Maintenance Scheduling Requirements specified in
Section 4.3 of thisManual.
Documentation that satisfies the Operating Data information submission requirements
specified in Section 4.4 of this Manud.
Expected return date from full or partial outages.

Certification that Unforced Capacity supplied to the NY CA has not been
supplied elsawhere.
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4.10.3Control Area System Resources

Control Area System Resources or the purchasers of Unforced Capacity from those
Resources shall not be required to conduct DMNC tests and submit DMNC test results
to theNYISO. Instead, the NYI1SO shall calculate a net projected capacity (the “Net
Projected Capacity”) for each Control Area System Resource based on (1) monthly
forecast data submitted by the Control Area System Resource pursuant to this Section
(the “Forecast Data’), and (2) the formula set forth below. To calculate the amount of
UCAP each Control Area System Resource may supply to the NY CA, the NY1SO shall
use the formulae provided in Attachment J of this Manual, which adjusts the Net
Projected Capacity on the basis of CARL Data submitted monthly by the Control Area
System Resource pursuant to Section 4.4.3 of this Manual.

To qualify asICAP Suppliers, Control Area System Resources or the purchasers of
Unforced Capacity from those Resources shall submit Forecast Datain aform
acceptableto theNYISO and in compliance with the schedule and requirements set forth
in Section 4.2 of this Manual, which are otherwise applicable to the submission of
DMNC test resultsby Generatorsto the NY1SO.

Forecast Data shall cover the period for which Control Area System Resources or
purchasers of Unforced Capacity from those Resources want to supply Unforced
Capacity tothe NY CA. For example, Control Area System Resources that wish to
participatein the 2001-2002 Winter Capability Period Auction shall submit to the
NY1S0 Forecast Data for each of the six (6) months of the 2001-2002 Winter Capability
Period. Forecast Data submitted for a Control Area System Resource providing Installed
Capacity from Control Areac shall include the following information for each month m
for which that Control Area System Resource (or purchaser of Capacity from such
resource) wishesto provide Installed Capacity:

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

2 External forecasted firm Capacity purchases by Control Area c, other than
purchases from Resources in the NY CA during month m (EPcm);

3 Theforecasted amount of |oad management (i.e., interruptible load) in Control
Area c during month m (LMcm);

4. Forecasted peak Load for Control Areac during month m, including system
losses (PLcm);

5 Forecasted external firm Capacity sales by Control Areac during month m, other
than firm Capacity salesto the NY CA (EScm);
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6. Forecasted losses, up to the border of theNY CA that would beincurred on
transactions corresponding to sales of Unforced Capacity by that Control Area
System Resource outside the Control Area (L Scm);

7. Theamount of generating capacity that is forecasted to be unavailable in Control
Area c due to planned maintenance during month m (PMcm); and

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

In casesin which any of the above dataitemsisforecasted to vary from hour to hour
within amonth, the forecasted monthly value submitted for that dataitem should be the
forecasted value of that dataitem during the peak load hour for that month for Control
Areac.

To calculate the Net Projected Capacity of each Control Area System Resource for a
specific month, theNY SO shall use the following formula: NPCem = CAPm+ EPcm+
LMen— PLem— EScm— LSem— PM an— PRem

Net Projected Capacity shall be used to determine the amount of Unforced Capacity a
Control Area System Resource can provide using the equationsinAttachment J,

Section 3.4. :
Deleted: Interruptible Load
Resourcesy
. . . . <#>The followi d |
411 _ [This Section intentionally left blank] to Interruptible Load Resources, i
any, that are metered by
themlso'._j B
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4.12 SpGClaI Case Resources the Day-Ahead Market as price cap
bid Load. These Resourges .WiII be
Special Case Resources are Loads capable of being interrupted upon demand, and distributed ;Cahy?/‘iﬁ':s db;ffgso“? their Bids and
generators, rated 100 kW or higher, that are not visible to the ISO’'s Market Information System. <#>In real-time, these Resources
The Unforced Capacity of a Special Case Resource corresponds to its pledged amount of Load I"ef/‘g”r?c')”;u"rvchheégzréﬁgfg';‘t hat
reduction as adjusted by historical performance factors and as increased by the Transmission interrupt through their Bids into
Totri 1 H H : : the Hour-Ahead ket. T
District lossfactor. The calculation of this amount shall be made in accordance with Section 3.3 phgiiirplsstiindindt
of Attachment J. purchase Energy, it will pay the
LBMP for the difference between
I . its scheduled Load and the Load
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The Unforced Capacity of a Special Case Resource may be freely sold in Bilateral requested to do so by theNYISO.
Transactions. However, such Unforced Capacity may not be claimed by an L SE towards [ Formatted: Bulletsand Numbering
satisfaction of its own L SE Unforced Capacity Obligation or be offered into an auction
administered by the NY1SO unless there is aResponsible Interface Party (RIP) with /{ Deleted: *

bound by the notification and other requirements applicable to RIPs under this Section

4.12. Responsible Interface Parties shall beresponsible for al forms of communication

respect to such Specia Case Resource. RIPsare Market Participants that agree to be ,./{ Deleted: ResponsiblelnterfaceParties( ]
Deleted:) ]
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to and from the NY1SO for purposes of Minimum Payment Nomination, notification,
dispatch, validation, and verification of Special Case Resources and the Unforced
Capacity associated with Special Case Resources.

4.12.2General Requirements

Every Special Case Resource must submit a Special Case Resource commitment in
accordance with the SCR Workbook located on the NY1SO website at
http://www.nyiso.com/public/products/i cap/auctions.jsp. The most recent version of the
SCR Workbook islocated on this web page under the applicable Capability Period. In
addition, each Special Case Resource mustpe accepted by the NYISOasan Installed A Deleted: theform inAttachment K and |
Capacity Supplier before its Unforced Capacity may be claimed by an L SE towards its
L SE Unforced Capacity Obligation or be offered in an auction administered by the
NYISO. Every Special Case Resource must submit a Special Case Resource
commitment to the NY1SO in accordance with the schedule and requirements of Section
4.2. Special Case Resources must also submit anotification letter identifying the RIP
that they authorize to transact on their behalf and must obtain an identification number
from the NYI1SO.

Interval billing meters are required of all Special Case Resources. Such metering must
conform to Section 6 of the Emergency Demand Response Program (EDRP) Manual.

A Specia Case Resource that supplies Load reductions solely through the use of a
distributed generator (whether or not operated in parallel with the NY CA) and that elects
to measure such Load reductions by metering the output of such d istributed generator
under Section 3.3(b) of Attachment J, shall provideto the NYISO DMNC test data as
part of its Special Case Resource commitment. All other Special Case Resources shall
provide a Special Case Resource commitment, A Special Case Resource that supplies /( Deleted: intheformof Figure 1 of
L oad reductions solely through the use of a distributed generator and that electsto Atechment &

measure such Load reductions by metering the output of such distributed generator

under Section 3.3(b) of Attachment Jmust deduct from the output of such generator: (i) _— Deleted:: (i)

any auxiliary Load, consumed by the generator and supplied from an external source; and __—{ Deleted: power

(ii) any Load from aload bank used in conjunctionwith the generator when responding _—{ Deleted: may not serve

to NY1SO dispatch under Section 4.12.3.

An SCR may specify generation in excess of itsfacility load, provided that it has
installed metering capability satisfactory to the NY1SO in order to quantify the net load
change during a curtailment. Such resources must certify to the NY SO that they have
obtained all necessary regulatory approvalsto sell energy at wholesale and meet
applicable utility interconnection and delivery (including meteri ng) requirements.
Energy payment rates for such generation in excess of load shall not exceed the
applicable rea-time LBMP.

Special Case Resources must meet the qualifications and comply with the procedures
described below. Responsible Interface Party (RIPs) claiming Unforced Capacity

(N W | U | W

Deleted: theoutput of
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from Specia Case Resources must comply with the requirements and procedures set
forth below.

The Unforced Capacity of Special Case Resources may only be offered in auctions
administered by the NY SO or be claimed by an L SE towards its L SE Unforced
Capacity Obligation in even increments of 100 kW (e.g. 590 kW of Unforced Capacity
would be rounded down to 500 kW). However, Special Case Resources may be
aggregated to minimize the effect of this requirement, provided that each such
aggregation isidentified as a single block of Unforced Capacity. Aggregations of this
type may only be used to meet the 100 kW block requirement but cannot be used to
allow overperformance by one Special Case Resource to compensate for under-
performance by another Special Case Resource. Individual performances of each Special
Case Resource shall be reported individually using the Special Case Resource Workbook
and be tracked in accordance with the procedures containel in this Section 4.12 and
performance measurements will be calculated in accordance with Section 3.3 of
Attachment J.

RIP performance will be based on the performance of its overall portfolio of Special
Case Resources. An RIPwill not be charged with adeficiency penalty if the total
performance of itsindividual Special Case Resources meets or exceeds the total
commitment of all of itsindividual Special Case Resources. If the RIP' s portfolio of
Special Case Resources does not meet its commitment, the RIP will be subject
deficiency pendties as applicable to any Installed Capacity Resource. Calculations will
be made in accordance withthe RIP calculations defined in Section 3.3 of Attachment J.

The NYISO will also alow participation by aggregations of small customers using
alternative metering and performance measurement subject to the procedures and
limitations set forth in Section 3.8 of theNYI SO Emergency Demand Response
Program Manual, except that the total of all such aggregationsfor Special Case
Resources shall not exceed 100 MW.

4.12.3Minimum Payment Nomination Requirements

For each month in which a Special Case Resource supplies Unforced Capacity to the
NY CA, the RIP, or its assignee, mu st submit a Minimum Payment Nomination to the
NY1S0 that will reflect the minimum guarantee price the Special Case Resource will be
paid if called upon to reduce L oad equal to the Installed Capacity Equivalent of the
amount of Unforced Capacity it has supplied. There isno minimum Minimum Payment
Nomination and a Special Case Resource's Minimum Payment Nomination cannot
exceed $500/MWh. This Minimum Payment Nomination, or Energy curtailment
payment designation, associated with a Special Case Resource’'s Unforced Capacity will
not be entered in the Day-Ahead Market, but instead will serve as a strike price that the

NY1SO can use to prioritize,which Special Case Resources to call, in the order of _—{ Deleted: determine )
increasing strike prices, Unlike a Generator or other Resource' s Bid to supply Energy Deleted: when aForecast Reserve l
associated with Unforced Capacity, a Special Case Resource’ s Minimum Payment Shortag eisidentified
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Nomination cannot be revised prior to Settlement in the Day-Ahead Market. A Special
Case Resource' s Minimum Payment Nomination is set for the entire month.

Specia Case Resource Minimum Payment Nominations to perform at a minimum
payment for Load reduction must be submitted at the same time all Installed Capacity
Suppliers are required to submit their monthly Installed Capacity Supplier certification
forms. See Section 4.7 of thisManual. Specia Case Resource Minimum Payment
Nominations must be submitted to the NY SO using the SCR W orkbook located on the

NY SO website at http://www.nyiso.com/public/products/icap/auctions.jsp. Responsible /{ Deleted: onaseparateform
Interface Parties must submit Minimum Payment Nominations for all qualified Specia

Case Resources, regardless of whether, at the time of the submission, a qualified Specia

Case Resource has committed to supply Unforced Capacity in the NY CA market during

the upcoming month. Once submitted, a Special Case Resource’s Minimum Payment

Nomination will remain in effect for the life of the Soecial Case Resource unless

superseded by a successive Minimum Payment Nomination.

Special Case Resource Minimum Payment Nominations will be entered in a separate
database and used only when the NY SO Operations department determines the need to

call on these Resources in accordance with the NY SO Emergency Operations ManuM Deleted: responseto aForecast Reserve

In the event the NY1SO Operations department makes such a determination, the Shortage
Minimum Payment Nominations placed for each Special Case Resource will alow the

NYISOto call for Load reduction based on Special Case Resource zone location and

price. As aresult, the NYISO will be ableto call lessthan the total pool of Special Case

Resources in the NY CA and in each NY CA zone.

Asan example, theNY1SO may determine that it needs a Demand Reduction response
of 25 MWsin Zone J. A total of 50 MWs of Special Case Resources |located in Zone Jis
supplying Unforced Capacity. For this example, assume that each MW of Special Case
Resource Capacity entered a different Minimum Payment Nomination, from $0/MWh to
$500/MWh. In order to fulfill its need for 25 additional MWs of reserves, the NYISO
will call the 25 MWs of Special Case Resources in economic order based on their
submitted Minimum Payment Nominations starting with the lowest values. See Section
4.12.8 for situations where multiple Special Case Resources have placed the same top
Minimum Payment Nomination called upon by the NY ISO and the total MWs offered at
that price exceed the SO’ s needs.

4.12.4Performance

A Specia Case Resource must make Energy available, for a minimum four (4) hour
block (except where environmental constraints require a shorter block), in amounts that
correspond to the Installed Capacity Equivalent of the amount of Unforced Capacity it

auppliesto the NY CA py reducing Load or transferring Load to a distributed generator, /{ Deleted: as specified in Section 3.3 (c)

given, two (2) hours of anotice provided by the NYISO to the RIP, following a twenty- of Attechment
one (21) hour notice if notification is provided by 3:00 PM ET, or twenty-four (24) hour —{_Deleted: within

notice otherwise. If the Special Case Resource is unable to provide full output within
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two (2) hours due to operational constraints, the RIP may petition the NYISO for
permission to provide maximum output from the Special Case Resource within alonger
period. The ISO’s permission will not be unreasonably withheld. In granting permission,
the NYISO will calculate the appropriate de-rating factor for use in determining the
amount of Unforced Capacity that such Special Case Resource can providein the future.

The NYCA and al L SE minimum Installed Capacity requirements are based on each
Transmission District’s and each customer’ s coincident contribution the NY CA prior
year peak Load. Accordingly, the baseline for measuring the capacity that each Special
Case Resource can provideis based on that customer’s contribution to the NY CA prior
year peak Load. The Installed Capacity value of any curtailable L oad Special Case
Resourceis based on the difference between each Special Case Resource' s contribution
to the NY CA peak L oad and the L oad it reduces to during a Special Case Resource
event in the case of curtailable Load Specia Case Resources. Since each Specia Case
Resource customer’ s explicit contribution to the prior year peak Load is not readily
availablein every case, the average of the one-hour peak L oads during the noon to 8 PM
time period during the four (4) middle months in each Capability Period is used to create
a Specia Case Resource baseline. This methodology will become effective beginning
with the Summer 2006 Capability Period and be applied beginning with the Summer
2007 Capability Period and beyond.

If anew resource has no interval billing meter data from the prior like Capability Period,
its Installed Capacity value may be provisionally based on billing demand data. Such
declarations will be subject to actual inperiod verification using actual interval billing
meter data for the applicable Capability Period andperformance during an event or audit
and subject to all the same deficiency payments and forward deratings as applied to all
other SCRs.

In the case where a Special Case Resource is using a distributed generator for demand
reduction, the Installed Capacity value of that Special Case Resourceis based on the
difference between that generator’s contribution to reducing the NY CA peak Load in the
prior like Capability Year and itsproduction during a Special Case Resource event. For
example, a backup generator that was not operating during the prior year NY CA peak
would qualify for full output value less associated auxiliary and load bank Load, if any.
A co-generator, or any other generator that was operating during the prior NY CA peak,
would get credit for the difference between that prior year production and its production
during an Special Case Resource event unless the LSE, Transmission District and

NY CA peak L oad upon which Installed Capacity requirements were based had been
grossed up to account for such prior year operation, in which caseit could be treated as
in the case of athe back-up generator that was not operating during the prior year NY CA
peak at full production .

The SCR Workbook used to register, certify and report performance in accordance with
these procedures, along with detailed instructions on its use, islocated on the NY SO
website at http://www.nyiso.com/public/products/icap/auctions.jsp.
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Small customer aggregations as described in Section 4.12.2 of the Manual will use the
CBL as definedthe NYI SO Emergency Demand Response Program Manual to
establish their Installed Capacity baseline.

A Specia Case Resource may be required by the NY1SO to demonstrate its pledged

L oad reduction capability oncein every Capability Periodfor a period not to exceed one
clock hour if it has not otherwise already been called by the NYISO to reduce Load in
such period. There will be no Energy payments for these one hour audits. Audits, if any,
will be conducted only during DMNC Test Periods.

For purposes of determining deficiencies, Special Case Resources must demonstrate
their pledged load reduction for a minimum of one hour each Capability Period. This
demonstration must be during an actual called SCR event. If there are no such Special
Case Resource events, one-hour audit results will apply. If a Special Case Resource does
not meet its pledged L oad reduction during an event, or if there is no event and the audit
result is applied, the Special Case Resource is subject to derating for the next like
Capability Period and the RIP is subject to deficiency penaltiesif the overal
performance of all Special Case Resourcesin the RIP portfolio isless than that
committed and certified in accordance with the applicable calculations in Section 3.3 of
Attachment J. This methodology will become effective beginning with the Summer
2006 Capability Period andbe applied beginning with the Summer 2007 Capability
Period and beyond.

UCAP values will be calculated for each Special Case Resource in accordance with
Section 3.3 () of Attachment J. Performance will be based on all reported hours during
all called Special Case Resource events in a Capability Period and will apply to the next
like Capability Period. If results are reported for any audits during a Capability Period,
they will also count toward determining the UCAP value for each Special Case
Resource. For example, if there are no Special Case Resource events, audit results only
will apply. If an audit is conducted in August and there are subsequent events, al event
hours will apply plusthe audit hour if audit datais submitted.

In the event that a Special Case Resource located at aretail customer wasin operation
(in the case of adistributed generator) or providing Load reduction (in the case of
interruptible Load), at the time of the system or Transmission District peak upon which
the Minimum Unforced Capacity Requirement of the L SE serving that customer is
based, the LSE’s Minimum Unforced Capacity Requirement shall be increased by the
amount of Load that was served or interrupted by the Special Case Resource.

4.12.5NYISO Notification Procedures

The NYISO will provide twenty-one (21) hour-ahead natification if notificationis

provided by 3:00 PM ET, or twenty-four (24) hour notice otherwise, and two (2) hour
notice, as required by this Manual, to the RIP. The former notification will be provided
after 11 am, day-ahead, when the Day-Ahead Market closes. The NY SO commits not to

use the day-ahead notification of potential need to operate indiscriminately but rather
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only when the Day-Ahead Market indicatespotential serious shortages of supply for the _{ Deleted:

next day in accordance with the Emergency Operations Manual. The day-ahead notice
may occur on aweekend day or aholiday, as needed.

The NYISO shall provide notice no lesg than two (2) hours ahead of required operation A Deleted: fewer

or interruption. Requested hours of operation within the two hour notification window
and/or beyond the maximum 4 hours obligation will be considered voluntary for
purposes of performance measurement. Notifications will normally be specified from,
and to, specific clock hours, on-the hour. Performance calculations and energy
payments will only be calculated for energy reductions for whole clock hours; i.e. from
13:00 to 14:00, 14:00 to 15:00, etc.

Responsible Interface Parties shall contact their Special Case Resources through
whatever communication protocols are agreed to between the Special Case Resources
and the RIPs. Communication from the RIP to the Specia Case Resourceisthe
responsibility of the RIP. Such communication is subject to review by the NYISO. Any
misrepresentation of the NY 1SO program in such notificationsis subject to sanction by
the NY IS0, up to and including disqualification as an RIP. If an RIP has any concern
about the wording of its Special Case Resource notifications, the NY SO will review and
approveit in advance.

Responsible Interface Parties claiming Special Case Resource Unforced Capacity shall
providethe NY1SO with their phone and Internet contact information that allowsfor
notification by theNY1SO at any time. Responsible Interface Parties shall confirm
receipt of both instances of notification (day-ahead and two (2) hour) within 1 hour by
Internet or telephone reply to the NY1SO. Such reply must confirm the relay of poper
notification by the RIPsto their Special Case Resource clients, where applicable.

4.12.6 Capacity Adjustment Procedures

Seasonal performance factors will be calculated in accordance with Attachment J of this
Manual. Existing Special Case Resources that havea performance record from the prior
like Capability Period will have Unforced Capacity values based on this calculation.
New Special Case Resources will be assigned a Unforced Capacity values based on the
ratio of the sum of all Unforced Capacity values to the sum of all Installed Capacity
values of all Special Case Resources in the associated RIP' s portfolio of resourcesin
accordance with calculations in Section 3.3 of Attachment J. This methodology will
become effective beginning with the Summer 2006 Capability Period and will apply
beginning with the Summer 2007 Capability Period and beyond..

A Special Case Resource that failsto respond to RIP notification by reaching pledged
L oad reduction capability or maximum pledged generator output within two (2) hours
following notice from the NY1SO to the RIP, or that failsto provide output for the

period required by theNY1SO or four (4) hours, whichever is less, will be considered
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forced out (for unperformed hours) for purposes of calculating the Unforced Capacity
value of the Special Case Resource for future Obligation Procurement Periods. See
Attachment Jof this Manual for further explanation of a Special Case Resource’s
Unforced Capacity value.

A Specia Case Resource that has successfully petitioned the NY1SO for permission to
reach pledged Load reduction or maximum output in more than two (2) hourswill be
considered forced out in the amount of Unforced Capacity not backed by Energy for the
period starting two (2) hours following the notice from theNY SO to the RIP until the
Special Case Resource attains pledged Load reduction or maximum output.

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

4.12.7RIP Requirements

In addition to other requirements under this Section 4.12, aRIP claiming

Unforced Capacity from a Special Case Resource for saleinto a NY1SO-administered ~_{ Deleted: n )
auction or for its own requirements (in the case of aRIP, which isan L SE) shall fulfill

the following obligations:

Submit to the NY1SO aletter from each SCR authorizing the RIP to act on
behalf of the SCR during each Capability Period. The letter must specify that the
RIP has authority to sdll the SCR’s Unforced Capacity, act as the organization of
record for al financia transactions, and should be signed by an authorized
representative of the SCR.

Give natice of the claiming of such Unforced Capacity on a onetime basis to the LSE
supplying Energy to the retail customer on whose premises the Special Case Resource
islocated (if different from the RIP). [?7]

Notify the NYISO as provided in Section 4.3.3 whenever the Special Case Resourceis
unavailable to provide its pledged Load reduction.

-___Report operating data to the NY1SOas requiredin Section 4.4.7 usingthe SCR <__—{ Deleted: each month ]
Workbook located on the NYISO website at Deleted: provided )
http://www.nyiso.com/public/products/icap/auctions.jsp Doleted: form )
TheNYISO shall provide copies of such datato the appropriatelocal digtribution Formatted: Bulletsand Numbering

company and the L SE supplying Energy to the retail customer on whose premises the Dolotod: Drow e
Special Case Resource islocated (it different from the RIP). [2] \\ Attachment K. and provide copies of such

Make certifications to the NY1SO each month as provided in Section 4.7. form to the ppropriate TO

- Document reductions in Load with interval billing meter readings on customer Load Formatted: DefaultParagraphFony
(or with readings on the distributed generator(s) in the case of a Special Case Rtsouroe\ Formatted: Bulletsand Numbering
whose performance is calculated under Section 3.3(b) of Attachment J) for the four (4)
hour period following the two (2) hour NY1SO notice under Section 4.12.4. See
Section 6 of the Emergency Demand Response Program Manual for metering
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| requirements. In the event that Energy made available from Specia Case Resource
Unforced Capacity is asmall percentage of the total metered Load at the location of
the Specia Case Resource, such that it may not be clearly reflected by meter reads
aone, the NY SO will also accept operations |ogs to augment metered output to

ensure accurate verification.
TheRIPor the Local Distribution Company,, as appropriate, shall retan al interval ___—{ Deleted: TransmissonOwner

meter readings upon which it bases its certification of compliance, for a period of three
| (3) years.

4.12.8Special Case Resource Demand Response Payments

Except in the case of an audit test, which may require performance for up to one hour in

‘ each Capahility Period, each time a Special Case Resourceis called upon to perform, it
will receive an Energy payment for the amount of L oad reduction resulting from its

‘ performance_measured in terms of the Energy supplied during each clock hour of its
performance using the Energy calculation methodology specified in the EDRP Manual..
If the NY1SO requests performance by Special Case Resources for more than four (4)
hours, each Special Case Resource shall be paid for the duration of the event in
accordance with this Section 4.12.8, starting with the hour specified by the NY1SO as
the starting time of the activation, or, in the event that the NY SO specified that the

which the Special Case Resource began its response. Each Special Case Resourceshall _—{ Deleted: the hour that

‘ Demand Reduction begin as soon as possible, starting withthe next whole clock-hour a

be paid the zonal Real -Time LBMP per MWh of Energy, reduced for the duration of the ___{ Deleted: demand

event. Payment for Special Case Resource Load reductions are conditioned upon
verification of performance for the time period requested by the NY1SO.

If the NY1SO requests performance by Special Case Resources for four (4) hours or less,
each Special Case Resource shall be paid asif it had been activated for four (4) hours.
Each Specia Case Resource that reduces demand shall receive a payment consistent
with the scarcity pricing rules, in accordance with this Section 4.12.8, for the duration of
the NYISO request or for two (2) hours, whichever is greater, starting with the hour
specified by the NY1SO as the starting time of the event, or, if the NY1SO specified that
the Demand Reduction begin as soon as possible, starting with the hour that the Special
Case Resource began to perform. Each Special Case Resource shall be paid the zond

Redl- Time LBMP per MWh of Load reduced for the four-hour minimum payment | Deleted: demand

period. Payment for Specia Case Resource Load reductionsis conditioned upon
verification of performance for the time period requested by the NY1SO.

Specia Case Resource Minimum Payment Nominations would be eligible to participate
in the LBMP price setting under the scarcity pricing rules, which permit Bids, or in this
case Minimum Payment Nominations, to set pricesif at least one (1) MW of Special
Case Resource Capacity is needed to satisfy the total reserve requirement, following
performance and verification. In the event that a Special Case Resource’s Minimum
Payment Nomination total for the number of hours of requested performance exceedsthe
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4.13

LBMP revenue that Speda Case Resource receives, that Special Case Resource will be
eligible for aBid Production Cost Guarantee to make up the difference.

When more than one Specia Case Resource has submitted the highest Minimum
Payment Nomination selected by the NY1SO top erform during an event, the

NY1SO will specify the number of MWSs of the amount of Special Case Resources

that must perform during that event such that all such resources are selected in the same
zone provided that single source resources shall be taken without being called upon for
partial performance.

To continue the example listed in Section 4.12.3, each Special Case Resource

that was called to perform in Zone Jwould be paid the greater of its Minimum Payment
Nomination or the applicable LBMP per MW per hour of requested performance
following verification of performance of Demand Reduction. When at least one (1) MW
of Special Case Resource Capacity is needed to satisfy the total reserve requirement, the
Minimum Payment Nominations submitted by these Resources may be considered when
determining the LBMP.

4.12.9NYISO Verification

The NYISO retains the right to audit any records kept by the RIP, the Transmission
Owner (Local Distribution Company), or the Special Case Resource that are used to
support the RIP' s certification of compliance with the procedures set forth in this Section

4.12.

Existing Municipally-Owned Generation

A municipal utility that owns generation in excess of its Minimum Installed Capacity
Requirement, net of any Capacity provided by the New Y ork Power Authority, may qualify to

supply the excess Capacity as Unforced Capacity under the following conditions.

The municipal utility must:

Provide the NY SO with the physical operating parameters of its generation
capability;
Operate the generation at the |SO’ s request; and

Ensure that the Energy provided by the generation is deliverable to the New Y ork
State Power System. Only generation that was in service or under construction as of
December 31, 1999 may qualify for the exemption from the bidding, scheduling,
and notification requirements.
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4.14 Unforced Capacity Deliverability Rights

Unforced Capacity Deliverability Right (“UDRS") are rights, as measured in MWSs, associated
with new incremental controllable transmission projects that provide atransmission interface to
aNYCA Locdlity (i.e., an areaof the NY CA in which a minimum amount of Installed Capacity
must be maintained). External UDRs are associated with interfaces between aNY CA Locality
and an External Control Area. Local UDRs are associated with interfaces between anon-
constrained region inthe NYCA and aNY CA Locality. When combined with Unforced
Capacity which islocated in an External Control Areaor non-constrained NY CA region either
by contract or ownership, and which is deliverable to the NY CA interface with the UDR
transmission facility, UDRs allow such Unforced Capacity to be treated asiif it were located in
the NY CA Locality, thereby contributing to an LSE’s Locational Minimum Installed Capacity
Requirement. To the extent, the NY CA interface is with an External Control Areathe Unforced
Capacity associated with UDRs must be deliverabl e to the I nterconnection Point.

A holder of UDRs may transfer them to another entity.

4.14.1Determination and Assignment of Unforced Capacity
Deliverability Rights

The amount of UDRs assigned by the NY SO to each new incremental transmission
facility, and any future adjustments there to, will be based on the transmission capability,
reliability, and availability of the facility, and appropriate NY SRC reliability studies.

4.14.2Requesting, Granting, Duration and Adjustment of Unforced
Capacity Deliverability Rights

An incremental transmission project will be awarded UDRs after aformal request to the
NY SO that includes the pertinent technical information needed todetermine such
award. The NY SO may request additional information as necessary and will grant
UDRsto the requestor, or designated rights holder, quantified as the Installed Capacity
Equivalent of the Unforced Capacity to be delivered to the Interconnection Point in
MWs, throughout its project life. The amount of UDRs awarded to a particular project
may be adjusted periodically by the NY1SO. Adjustments to such an award will reflect
changesin physical characteristics and availability of the associated project.

The formal request may be made anytime after submittal of the studies required to
support the NY SO’ s Interconnection process, or if the NY1SO is conducting those
studies, after the NY1SO has completed the studies. If aformal request is received

by the NY SO from arights holder for afacility after August 1, the request for UDRs
will not be granted for the upcoming Capability Y ear, and the NY SRC will consider
the UDRs associated with the new facility as emergency support capability in the
reliability studies conducted for the upcoming Capability Y ear. The holder may use
timely requested UDRs awarded for the upcoming Capability Y ear, as described in
Section 4.14.3.
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The formal request for UDRs must include the following information.
Interconnection points (i.e., bus names and voltage levels)
Expected in-service date
External Control area of interconnection, if applicable
Internal Locality(ies) of interconnection
Normal summer/winter ratingsin MW of facility, and design temperatures
Limiting element(s)
Average expected outage rate, and average expected repair time
Rights holder of record at the time of the request
The formal request must be provided to:
NYISO
Director of System & Resource Planning
3890 Carman Rd.
Schenectady, NY 12303

4.14.3Use of External Unforced Capacity Deliverability Rights

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

When an entity combines External UDRs with acceptable Installed Capacity/Unforced
Capacity, the resulting product, when supplied to an L SE will be treated as Unforced
Capacity located in the NY CA Locality and will qualify as L ocational Unforced
Capacity, provided that the energy is deliverable to the NY CA interface with the UDR
transmission facility.

Annually, prior to August 1 or such later date as agreed to by the NY SRC, the holder of
External UDRs may return to the NY CA a quantity of the External UDRs, up to the
maximum amount awarded under Section 14.4.2, to beused in the NY SRC and NY1SO
reliability studiesthat determine the NY CA Installed Reserve Margin and the Locational
Minimum Installed Capacity Requirements, respectively, for the next Capability Y ear.
This capability wi |l be considered emergency support capability in these reliability
studies to benefit all L SEs when determining the NY CA Installed Reserve Margin and
the Locational Minimum Installed Capacity Requirements.

For example, assume atransmission project is awarded 300 MW of External UDRs from
ISO-NE to Long Island. Further, assume that the holder of these External UDRsis able
to contract for an amount of UCAP that requires 200 MW of UDRs. Prior to August 1,
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the holder of these External UDRs may return up to 100 MW of the External UDRs for
usein thereliability studiesfor the next Capability Y ear.

Each year, the entire quantity of External UDRs awarded a transmission project under
Section 14.4.2 will be available to the holder to make the determination describel above.

External Installed Capacity Suppliers using External UDRs must fulfill all External
Installed Capacity Supplier requirements found in the NYI SO Services Tariff and

NY SO Procedures, except for the requirement to acquire Import Rights as described in
section 4.9.2.

4.14.4Use of Local Unforced Capacity Deliverability Rights

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

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

Annually, prior to August 1 or such later date as agreed to by the NY SRC, the holder of
Loca UDRs may return to the NY CA a quantity of the Local UDRs, up to the maximum
amount awarded under Section 14.4.2, to be used as transmission capability in the

NY SRC and NY SO reliability studies that determine the NY CA Installed Reserve
Margin and the Locational Minimum Installed Capacity Requirements, respectively, for
the next Capability Y ear. This transmission capability will be considered free-flowing
capability in these reliability studiesto benefit all L SEs when determining the NY CA
Install ed Reserve Margin and the Locational Minimum Installed Capacity Requirements.

Each year, the entire quantity of Local UDRs awarded a transmission project under
Section 14.4.2 will be available to the holder to make the determination described above.

Installed Capacity Suppliers using Local UDRs must fulfill al Installed Capacity
Supplier requirements found in the Services Tariff and NY1SO Procedures for the
Unforced Capacity they seek to combine with UDRSs.

4.14.5Unforced Capacity Deliverability Rights offered in an Installed
Capacity Auction

UDRs may be offered in NY 1SO-administered Installed Capacity Auctions when
previously combined with qualified Unforced Capacity. External Unforced Capacity
combined with UDRs and sold in an NY1SO-administered Installed Capacity Auction
will not require the alocation of External Installed Capacity Import Rights.
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The information submission requirements for External Installed Capacity Suppliers
enumerated in section 4.9.1 of this Manual, with the exception of Operating Data, must
be provided to the NY SO at least two (2) business days prior to an NY1SO-
administered Installed Capacity Auction in which the External Installed Capacity
Supplier wishesto offer Unforced Capacity associated with UDRSs, and at such times as
required by the NY1SO and this Manual (e.g., annual DMNC test results). Operating
Data must be submitted in accordance with the timing requirements found in 4.4.9 of
this Manual (by the tenth (10"™) day of the month preceding the month in which the
prospective External Installed Capacity Supplier wishes to supply Unforced Capacity to
theNYCA).
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