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ATTACHMENT B 

 
I. LBMP CALCULATION METHOD 
 

The Locational Based Marginal Prices ("LBMPs") for Generators and Loads will be 

based on the system marginal costs produced by either the Security Constrained Dispatch ("SCD") 

program for Real-Time Market prices, or the Security Constrained Unit Commitment ("SCUC") 

program for Day-Ahead Market prices.  These will be utilized in an ex post computation to produce 

LBMP bus prices using the following equations. 

The LBMP at bus 1 can be written as: 

 

γi = λR + γL
i + γC

i 

 
Where: 
 

 γi = LBMP at bus i in $/MWh 
 

 λR 
= the system marginal price at the Reference Bus 

 

γ i
L   = Marginal Losses Component of the LBMP at bus i which is the marginal cost of 

losses at bus i relative to the Reference Bus 

 γ i
C   = Congestion Component of the LBMP at bus i which is the marginal cost of 

  Congestion at bus i relative to the Reference Bus 
 
The Marginal Losses Component of the LBMP at any bus i within the NYCA is calculated using 
the equation: 
 

γ i
L  = (DFi - 1) λR
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Where: 
 
 DFi  = delivery factor for bus i to the system Reference Bus And: 
 

 

DFi = ( 1 - 
∂
∂

L
Pi

 )  

 
Where: 

L  = system losses; and 
Pi  = generation injection at bus i 

 
The Congestion Component of the LBMP at bus i is calculated using the equation: 

 

 

Where: 

K  =        the set of thermal or Interface Constraints; 

GFik  =    Shift Factor for the Generator at bus 1 on Constraint k in the pre- or post- 
Contingency case which limits flows across that Constraint (the Shift Factor 
measures the incremental change in flow on Constraint k, expressed in per unit, 
for an increment of generation at bus i and a corresponding decrement of 
generation at the Reference Bus); and 

µk     =      the reduction in system cost that results from an incremental relaxation of 
Constraint k expressed in $/MWh. 

 

Substituting the equations for γ i
L  and γ i

C  into the first equation yields: 
 

γ i= λR
+ (DFi-  1)λR - ∑  GFik µk 

            k  ª  K  
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The SCD program execution in a given interval may terminate without observing the limits on all 

Constraints, usually due to Generator ramp rate limitations on the dispatch.  Under these conditions, 

rules have been developed which the ISO will use to set Generator output levels and to calculate 

LBMPs.  These rules state that the LBMPs are to be calculated from the output of the SCD execution 

in which Constraints were violated.  Prices calculated in this manner closely reflect the marginal cost of 

Energy on the system.  However, the Generator output levels will be set by a second SCD execution in 

which Generator ramp rate Constraints are relaxed.  This execution of SCD usually eliminates the 

Constraint violations and will provide the dispatcher with information to correct the situation.  Often 

Generators will be able to operate at the levels set in the second SCD execution, since they frequently 

can change their output levels at rates exceeding those included in the Bid data provided to the ISO.  

Failure to achieve the output levels determined in the second SCD execution will not cause the 

Generator's performance ratings in the Performance Tracking System to be adversely affected. 

LBMPs will be calculated for the Day-Ahead and the Real-Time Markets.  In the DayAhead 

Market, the three components of the LBMP at each location will be calculated from the SCUC results 

and posted for each of the 24 hours of the next day.  The Real-Time LBMPs will be calculated and 

posted for each execution of SCD. 
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Zonal LBMP Calculation Method 

The computation described above is at the bus level.  This will be suitable for Generator buses 

because adequate metering is available, or will be provided, to measure Real-Time injections.  An 

eleven (11) zone model will be used for the LBMP billing related to Loads.  The LBMP for a zone will 

be a Load weighted average of the Load bus LBMPs in the zone.  The Load weights which will sum to 

unity will be predetermined by the ISO.  Each component of the LBMP for a zone will be calculated as 

a Load weighted average of the Load bus LBMP components in the zone.  The LBMP for a zone j can 

be written as: 

γ j
Z   = λR

  + γ j
L Z,

+ γ j
C Z,   

 
where:  

γ j
Z   =    LBMP for zone j, 

 
                          n 

γ j
L Z,     

= ∑ Wi γ i
L   is the Marginal Losses Component of the LBMP for zone j; 

                     i =1   
 
 

γ j
C Z,   = 

    ∑ Wiγ i
C  is the Congestion Component of the LBMP for zone j; 

 

n    =  number of Load buses in zone j for which LBMPs are calculated; and 
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Wi =  load weighting factor for bus i. 
 
Until the ISO's software can compute LBMPs at Load buses, the zonal LBMPs will be a 

weighted average of the Generator bus LBMPs in the zone.  The weightings will be predetermined by 

the ISO. 

LBMP Prices for External Locations  

External Generators and Loads can bid into the LBMP Market or participate in Bilateral 

Transactions.  External Generators may arrange Bilateral Transactions with Internal or External Loads 

and External Loads may arrange Bilateral Transactions with Internal Generators. 

The Generator and Load locations for which LBMPs will be calculated will initially be limited to 

a pre-defined set of buses External to the NYCA.  LBMPs will be calculated for each bus within this 

limited set.  The three components of LBMP will be calculated from the results of SCD and posted in 

the Day-Ahead and Real-Time Markets as described above, except that the Marginal Losses 

Component of LBMP will be calculated differently for Internal locations.  The Marginal Losses 

Component of the LBMP at each bus, as described above, includes the difference between the marginal 

cost of losses at that bus and the Reference Bus.  If this formulation were employed for an External bus, 

then the Marginal Losses Component would include the difference in the cost of Marginal Losses for a 

section of the transmission system  

External to the NYCA.  Since the ISO will not charge for losses incurred Externally, the 
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formulation will exclude these loss effects.  To exclude these External loss effects, the Marginal Losses 

Component will be calculated from points on the boundary of the NYCA to the Reference Bus. 

The Marginal Losses Component of the LBMP at the External bus will be a weighted average of 

the Marginal Losses Components of the LBMPs at the Interconnection Points.  To derive the Marginal 

Losses Component of the LBMP at an External location, a Transaction will be assumed to be 

scheduled from the External bus to the Reference Bus.  The Shift Factors for this Transaction on the tie 

lines into these Interconnection buses, which measure the per-unit effect of flows over each of those tie 

lines that results from the hypothetical transaction, will provide the weights for this calculation.  Since all 

the power from this assumed Transaction crosses the NYCA boundary, the sum of these weights is 

unity. 

The sum of the products of these Shift Factors and the Marginal Losses Component of the 

LBMP at each of these Interconnection buses yields the Marginal Losses Component of the LBMP that 

will be used for the External bus.  Therefore, the Marginal Losses Component of the LBMP at an 

External bus E is calculated using the equation: 

γ E
L     = 

    ∑  F Eb (DFb - 1)λR  
                                                                                  b∈I 

where: 

   γ E
L   =    Marginal Losses Component of the LBMP at an External bus E; 

 
 
 
 
Issued by: William J. Museler, President Effective: January 2, 2001 
Issued on: January 16, 2001 
Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued 
December 18, 2000. 



New York Independent System Operator, Inc. 
FERC Electric Tariff Original Sheet No. 337 
Original Volume No. 2 
Attachment B 
 

   FEb  =          Shift Factor for the tie line going through bus b, computed for a 

 hypothetical Bilateral Transaction from bus E to the Reference Bus; 

(DFb  - 1)λR  =  Marginal Losses Component of the LBMP at bus b; and 

I  =  The set of Interconnection buses between the NYCA and adjacent  

  Control Areas. 

 

 
II. ACCOUNTING FOR TRANSMISSION LOSSES 
 

1.0 Charges 
 

Subject to Attachment K to the ISO OATT, the ISO shall charge all Transmission 

Customers for transmission system losses based on the marginal cost of losses on either a bus 

or zonal basis, described below. 

1.1 Loss Matrix 
 

The ISO's Security Constrained Dispatch ("SCD") program will use a loss matrix 

(referred to as a B matrix) and penalty factors to estimate and model losses in performing 

generation dispatch and billing functions for losses. 

1.2 Residual Loss Payment 
 

The ISO will determine the difference between the payments by Transmission 

Customers for losses and the payments to Suppliers for losses associated with all  
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Transactions (LBMP Market or Transmission Service under Parts II, III and IV of the ISO 

OATT) for both the Day-Ahead and Real-Time Markets.  The accounting for losses at the 

margin may result in the collection of more revenue than is required to compensate the 

Generators for the Energy they produced to supply the actual losses in the system.  This over 

collection is termed residual loss payments.  The ISO shall calculate residual loss payments 

revenue on an hourly basis and will credit them against the ISO's Residual Adjustment (See 

Rate Schedule 1 of the ISO OATT). 

2.0 Computation of Residual Loss Payments 
 
2.1 Marginal Losses Component LBMP 

 
The ISO shall utilize the Marginal Losses Component of the LBMP on an Internal 

bus, an External bus, or a zone basis for computing the marginal contribution of each 

Transaction to the system losses.  The computation of these quantities is described in this 

Attachment. 

2.1.1 Marginal Losses Component Day-Ahead 
  

The ISO shall utilize the Marginal Losses Component computed by the 

ISO's Security Constrained Unit Commitment ("SCUC") program for computing the 

marginal contributions of each Transaction in the Day-Ahead Market. 
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2.1.2 Marginal Losses Component Real-Time 
 

The ISO shall utilize the Marginal Losses Component computed by the 

ISO's Security Constrained Dispatch ("SCD") program for computing the Marginal 

Losses Component associated with each Transaction scheduled in the Real-Time 

Market (or deviations from Transactions scheduled in the Day-Ahead Market).  The 

computations will be performed on a SCD interval basis and aggregated to an hourly 

total. 

2.2 Payments and Charges  

Payments and charges to reflect the impact of Energy supplied by each Generator, 

consumed by each Load, or transmitted by each Transmission Customer on the Marginal 

Losses Component shall be determined as follows.  Each of these payments or charges may be 

negative. 

Day-Ahead Payments and Charges 
 

As part of the LBMP paid to all Suppliers scheduled Day-Ahead to provide Energy to 

the LBMP Market, the ISO shall pay each such Supplier the product of: (a) the injection 

scheduled Day-Ahead from each of that Supplier's Generators in each hour, in MWh; and (b) 

the Marginal Losses Component of the Day-Ahead LBMP at each of those Generators' buses, 

in $/MWh. 
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As part of the LBMP charged to all LSEs scheduled Day-Ahead to purchase Energy 

from the LBMP Market, the ISO shall charge each such LSE the product of. (a) the withdrawal 

scheduled Day-Ahead in each Load Zone by that LSE in each hour, in MWh; and (b) the 

Marginal Losses Component of the Day-Ahead LBMP in that Load Zone, in $/MWh. 

As part of the TUC charged to all Transmission Customers whose Transmission Service 

has been scheduled Day-Ahead, the ISO shall charge each such Transmission Customer the 

product of. (a) the amount of Energy scheduled Day-Ahead to be injected and withdrawn by 

that Transmission Customer in each hour, in MWh; and (b) the Marginal Losses Component of 

the Day-Ahead LBMP at the Point of Delivery (i.e., Load Zone in which Energy is scheduled to 

be withdrawn or the bus where Energy is scheduled to be withdrawn if the Energy is scheduled 

to be withdrawn at a location outside the NYCA), minus the Marginal Losses Component of 

the Day-Ahead LBMP at the Point of Receipt, in $/MWh. 

Real-Time Payments and Charges 
 

As part of the LBMP paid to all Suppliers providing Energy to the LBMP Market in the 

real-time dispatch, the ISO shall pay each such Supplier the product of: (a) the amount of 

Energy actually injected by each of that Supplier's Generators in each 
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hour (to the extent that actual injections do not exceed the AGC or SCD Base Points plus a 

tolerance pursuant to ISO procedures.  Signals sent to that Supplier for those Generators), 

minus the amount of Energy each of those Generators was scheduled Day-Ahead to inject in 

that hour, in MWh; and (b) the loss component of the Real-Time LBMP at each of those 

Generator's buses, in $/MWh. 

As part of the LBMP charged to all LSEs scheduled Day-Ahead to purchase Energy 

from the LBMP Market, the ISO shall charge each such LSE the product of. (a) the Actual 

Energy Withdrawals by that LSE in each Load Zone in each hour, minus the Energy withdrawal 

scheduled Day-Ahead in that Load Zone by that LSE for that hour, in MWh; and (b) the 

Marginal Losses Component of the Real-Time LBMP in that Load Zone, in $MWh. 

As part of the TUC charged to all Transmission Customers whose Transmission Service 

was scheduled after the determination of the Day-Ahead schedule, or who schedule additional 

Transmission Service after the determination of the Day-Ahead schedule, the ISO shall charge 

each such Transmission Customer the product of: (a) the amount of Energy scheduled (as of the 

BME) to be injected and withdrawn by that Transmission Customer in each hour, minus the 

amount of Energy scheduled Day-Ahead to be injected and withdrawn by that Transmission 

Customer in that hour, in MWh; and (b) the Marginal Losses Component of the Real-Time 

LBMP at the Point of Delivery  
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(i.e., the Load Zone in which Energy is scheduled to be withdrawn or the External bus where 

Energy is scheduled to be withdrawn if Energy is scheduled to be withdrawn at a location 

outside the NYCA), minus the Marginal Losses Component of the Real-Time LBMP at the 

Point of Receipt, in $MWh. 

As part of the LBMP paid to all Suppliers generating an amount of Energy that differs 

from the amount of Energy those Suppliers were scheduled (as of the BME) to generate in an 

hour in association with Bilateral Transactions, the ISO shall pay each such Supplier the product 

of: (a) the amount of Energy actually injected by each of that Supplier's Generators in each hour 

(to the extent that actual injections do. not exceed the AGC or SCD Base Points Signals sent to 

that Supplier for those Generators), minus the amount of Energy each of those Generators was 

scheduled (as of the BME) to inject in that hour in association with Bilateral Transactions, in 

MWh; and (b) the Marginal Losses Component of the Real-Time LBMP at each of those 

Generators' buses, in $/MWh. 

As part of the LBMP charged to all LSEs consuming an amount of Energy that deviates 

from the amount of Energy those LSEs were scheduled (as of the BME) to consume in an hour 

in association with Bilateral Transactions, the ISO shall charge each such LSE the product of: 

(a) the Actual Energy Withdrawals by that LSE in each Load Zone in each hour, minus the 

Energy withdrawal scheduled (as of the BME) in 
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that Load Zone by that LSE for that hour in association with Bilateral Transactions, in MWh; 

and (b) the Marginal Losses Component of the Real-Time LBMP in that Load Zone, in 

$/MWh. 

 
III. BILATERAL TRANSACTION BIDDING, SCHEDULING AND CURTAILMENT 
 

1.0 Requests for Bilateral Transaction Schedules 
 

Transmission Customers scheduling Transmission Service or to support a Bilateral 

Transaction with Energy supplied by an External Generator or Internal Generator shall submit 

the following information to the ISO: 

(1) Point of Injection location.  For Transactions with Internal sources, the Point of 

Injection is the LBMP bus; for Transactions with External sources, the Point of 

Injection is the Proxy Generator Bus; however, based upon such an advance 

notification to the ISO, an External Supplier will have the additional option of 

being modeled at a specific External LBMP bus (rather than an External Proxy 

Generator Bus) and being able to submit a bid curve.  Otherwise, an External 

Supplier with Incremental or Decremental Bids at an External Proxy Generator 

Bus will be modeled as a single point price curve at that bus.  An LBMP bus is 

a specific bus at 
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which a Generator Shift Factor has been calculated, and for which LBMP will 

be calculated. 

(2) Point of Withdrawal location.  For Internal Load, the Point of Withdrawal is the 

Load Zone in which the Load is situated or the bus at which that Load is 

interconnected to the Transmission System, if there is a revenue-quality real-

time meter located at that bus (software constraints may initially limit the ability 

to specify buses as Points of Withdrawal); for delivery points outside the 

NYCA, the Point of Withdrawal is the Proxy Generator Bus; 

(3) Hourly MW schedules; 

(4) Whether Firm or Non-Firm Transmission Service is requested, 

(5) NERC Transaction Priorities for Bilateral Transactions involving External 

Generators, Exports, and Wheels Through; 

(6) An optional Decremental Bid for the Bilateral Transaction up to the MW level 

of the desired schedule (if the Transmission Customer does not submit a 

Decremental Bid, the ISO shall assign one in accordance with Section 2.3 

below); 

(7) For an Internal Generator, whether the Generator is On-Dispatch or Off-

Dispatch; 
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(8) The amount and location of any Ancillary Services the Transmission Customer 

will Self-Supply in accordance with and to the extent permitted  

by each of the Rate Schedules under the ISO OATT; and 

(9)      Other data required by the ISO. 

2.0 Bilateral Transaction Scheduling 
 

2.1 ISO's General Responsibilities 
 

The ISO shall evaluate requests for Transmission Service submitted in the Day- 

Ahead scheduling process using SCUC, and will subsequently establish a Day-Ahead schedule.  

During the Dispatch Day, the ISO shall use the BME to establish schedules for each hour of 

dispatch in that day. 

If required by SCD, the ISO shall Curtail Transmission Service during dispatch as 

described in this Attachment. 

2.2 Use of Decremental Bids to Dispatch Internal Generators  

When dispatching Generators taking service under the ISO OATT to match 

changing conditions, the ISO shall treat Decremental Bids and Incremental Bids simultaneously 

and identically as follows: (i) a generating facility selling Energy in the LBMP Market may be 

dispatched downward if the LBMP at the Point of Receipt falls below the generating facility's 

Incremental Bid; (ii) a Generator serving a Transaction scheduled under the ISO OATT may be 

dispatched downward if the LBMP at the Generator's Point of Receipt falls below the 

Decremental Bid for the Generator; (iii) a Supplier's Generator may be dispatched upward if the 

LBMP at the Generator's Point of 
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Receipt rises above the Decremental or Incremental Bid for the Generator regardless of 

whether the Generator is supplying Energy to the LBMP Market or supporting a Transaction 

scheduled under the ISO OATT. 

2.3 Default Decremental Bids  
 

If an optional Decremental Bid is not provided, the ISO shall assign and post a 

default Decremental Bid.  The default Decremental Bid will be based upon a large, negative 

value to be applied between (MW and the total amount (in MW) of the Transmission Service.  

If a Transmission Customer who is using Grandfathered Rights to schedule Transmission 

Service in the Day-Ahead Market does not provide a Decremental Bid in association with that 

Transmission Service the ISO shall assign a default Decremental Bid equal to the lowest 

Decremental Bid that can be entered by a unit bidding into SCUC (as constrained by limitations 

of the bidding software), minus an additional $100/MWh. 

2.4 Scheduling of Bilateral Transactions  
 

Transmission Service for Bilateral Transactions shall be scheduled as follows: 

(i) The ISO shall, following evaluation of the Bids submitted, schedule 

Transmission Service to support Transactions for the hours in which those 

Transactions may be accommodated. 
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(ii) The ISO shall treat all Internal Generators as Dispatchable and all External 

Generators as Non-Dispatchable. 

(iii) The ISO will use SCUC and BME to determine schedules for Internal 

Generators and schedules for DNI with other Control Areas so that Firm 

Transmission Service will be provided to any Bilateral Transaction Customers 

requesting Firm Transmission Service to the extent that is physically feasible. 

(iv) The ISO shall not schedule Non-Firm Transmission Service Day-Ahead for a 

Transaction if Congestion Rents associated with that Transaction are positive, 

nor will the ISO schedule Non-Firm Transmission Service in the BME if 

Congestion Rents associated with that Transaction are expected to be positive.  

All schedules for Non-Firm Point-to-Point Transmission Service are advisory 

only and are subject to Reduction if real-time Congestion Rents associated with 

those Transactions become positive.  Transmission Customers receiving Non-

Firm Transmission Service will be required to pay Congestion Rents during any 

delay in the implementation of Reduction (e.g., during the nominal five-minute 

SCD intervals that elapse before the implementation of Reduction). 
 

2.5 Day-Ahead Bilateral Transaction Schedules 
 

The ISO shall compute all NYCA Interface Transfer Capabilities prior to  
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scheduling Transmission Service Day-Ahead.  The ISO shall run the SCUC utilizing the  

computed Transfer Capabilities, submitted Firm Point-to-Point Transmission Service and 

Network Integration Transmission Service schedules, Load forecasts, and submitted 

Incremental and Decremental Bids. 

In the Day-Ahead schedule, the ISO shall use the SCUC to determine Generator 

schedules, Transmission Service schedules and DNIs with adjacent Control Areas.  The ISO 

shall not use Decremental Bids submitted by Transmission Customers for Generators associated 

with Non-Firm Point-to-Point Transmission Service in the determination of the Day-Ahead 

schedule. 

2.6 Reduction and Curtailment 
 

If a Transmission Customer's Firm Point-to-Point Transmission Service or 

Network Integration Transmission Service is supporting an Internal Bilateral Transaction, an 

Export, or an Import, the ISO shall not Reduce the Transmission Service. 

If the Transaction was scheduled in the Day-Ahead Market, and the Day-Ahead 

Schedule for the Generator designated as the Supplier of Energy for that Bilateral Transaction 

called for that Generator to produce less Energy than was scheduled Day-Ahead to be 

consumed in association with that Transaction, the ISO shall supply the Load or Transmission 

Customer in an Export with Energy from the Day-Ahead LBMP Market.   
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The Transmission Customer shall continue to pay the Day-Ahead TUC based on the Day-

Ahead schedule of the Transaction and, in addition, the Transmission Customer, if it takes 

service under this Tariff, shall pay the Day-Ahead LBMP price, at the Point of Receipt for the 

Transaction, for the replacement amount of Energy (in MWh) purchased in the LBMP Market.  

If the Transmission Customer does not take service under this Tariff, it shall pay the greater of 

150 percent of the Day-Ahead LBMP at the Point of Receipt for the Transaction or $ 

100/MWh for the replacement amount of energy, as specified in the OATT.  These procedures 

shall apply regardless of whether the Generator designated to supply Energy in association with 

the Transaction was located inside or outside the NYCA. 

If the Transaction was scheduled following the Day-Ahead Market, or the schedule for 

the Transaction was revised following the Day-Ahead Market, then the ISO will supply the 

Load or Transmission Customer in an Export with Energy from the Real-Time LBMP Market if 

necessary.  If (1) the Generator designated to supply the Transaction is an Internal Generator, 

and it has been dispatched to produce less than the amount of Energy that is scheduled hour-

ahead to be consumed in association with that Transaction; or (2) if the Generator designated to 

supply the Transaction is an External Generator, and the amount of Energy it has been 

scheduled an hour ahead to produce  
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(modified for within-hour changes in DNI, if any) is less than the amount of Energy scheduled 

hour-ahead to be consumed in association with that Transaction; then the Transmission 

Customer shall pay the Real-Time TUC for the amount of Energy scheduled in the BME to be 

transmitted in association with that Transaction minus the amount of Energy scheduled Day-

Ahead to be transmitted in association with that Transaction.  In addition, to the extent that it 

has not purchased sufficient replacement Energy in the Day-Ahead Market, the Transmission 

Customer, if it takes service under this Tariff, shall pay the Real-Time LBMP price, at the Point 

of Injection for the Transaction, for any additional replacement Energy (in MWh) necessary to 

serve the Load.  If the Transmission Customer does not take service under this Tariff, it shall 

pay the greater of 150 percent of the Real-Time LBMP at the Point of Injection for the 

Transaction or $100/MWh for the replacement amount of Energy, as specified in the OATT. 

(In cases where Export Transactions are Curtailed by the actions of operators of other Control 

Areas, the amount of Energy scheduled Day-Ahead to be consumed in association with such 

Transactions shall be revised to reflect the effects of any such Curtailments.) These procedures 

shall apply regardless of whether the Generator designated to supply Energy in association with 

that Transaction was located inside or outside the NYCA. 
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If the Transmission Customer was receiving Non-Firm Point-to-Point 

Transmission Service, and its Transmission Service was Reduced or Curtailed, the replacement 

Energy may be purchased in the Real-Time LBMP Market by the Internal Load.  An Internal 

Generator supplying Energy for such a Transmission Service that is Reduced or Curtailed may 

sell its excess Energy in the Real-Time LBMP Market. 

The ISO shall not automatically reinstate Non-Firm Point-to-Point Transmission Service 

that was Reduced or Curtailed.  Transmission Customers may submit new schedules to restore 

the Non-Firm Point-to-Point Transmission Service in the next BME execution. 

If a security violation occurs or is anticipated to occur, the ISO shall attempt to relieve 

the violation using the following procedures: 

(i) Reduce Non-Firm Point-to-Point Transmission Service: Partially or fully 

physically Curtail External Non-Firm Transmission Service (Imports, Exports 

and Wheels-Through) by changing DNI schedules to (1) Curtail those in the 

lowest NERC priority categories first; (2) Curtail within each NERC priority 

category based on Decremental Bids; and (3) prorate Curtailment if 

Decremental Bids within a priority category are equal. 

(ii) Curtail Non-Firm Point-to-Point Transmission Service: Curtail (through 
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changing DNI) unscheduled Non-Firm Transactions which contribute to the 

violation, starting with the lowest NERC priority category. 

(iii) Dispatch Internal Generators, based on Incremental and Decremental Bids, 

including committing additional resources, if necessary; 

(iv) Adjust the DNI associated with Transactions supplied by External resources: 

Curtail External Firm Transactions until the Constraint is relieved by (1) 

Curtailing based on Decremental Bids, and (2) prorating Curtailment if 

Decremental Bids are equal; 

(v) Request Internal Generators to voluntarily operate in manual mode below 

minimum or above maximum Dispatchable levels.  When operating in manual 

mode, Generators will not be required to adhere to the one percent minimum 

ramp rate set forth in Article 4 of the ISO Services Tariff, nor will they be 

required to respond to SCD Base Point Signals; 

(vi) In overgeneration conditions, decommit Internal Generators based on minimum 

generation Bid rate in descending order; and 

(vii) Invoke other emergency procedures including involuntary Load Curtailment, if 

necessary. 

 
 
 
 
 
Issued by: William J. Museler, President Effective: January 2, 2001 
Issued on: January 16, 2001 
Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued 
December 18, 2000. 



New York Independent System Operator, Inc. 
FERC Electric Tariff Original Sheet No. 353 
Original Volume No. 2 
Attachment B 
 

2.7 Scheduling Transmission Service for External Transactions  
 

The amount of Firm Transmission Service scheduled Day-Ahead for Bilateral 

Transactions which designate External Generators to supply Imports or Internal Generators to 

supply Exports will be equal to the amount of Energy scheduled to be consumed under those 

Transactions Day-Ahead.  The amount of Firm Transmission Service scheduled in the BME for 

Bilateral Transactions which designate External Generators to supply Imports or Internal 

Generators to supply Exports will be equal to the amount of Energy scheduled to be consumed 

under those Transactions in the BME.  The DNI between the NYCA and adjoining Control 

Areas will be adjusted as necessary to reflect the effects of any Curtailments of Import or 

Export Transactions resulting from the actions of operators of these Control Areas, but the 

amount of Transmission Service scheduled for those Transactions will remain unchanged.  

However, any Curtailment or Reductions of schedules for Export Transactions directed by the 

ISO will cause both the DNI and the scheduled amount of Transmission Service to change. 

The ISO shall use Decremental Bids supplied by Transmission Customers using 

External Generators to supply Wheels-Through to determine the amount of Energy those 

Generators are scheduled Day-Ahead to produce in each hour.  This in turn will determine the 

Firm Transmission Service scheduled Day-Ahead to support those  
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Transactions.  The ISO shall also use Decremental Bids supplied by Transmission Customers 

using External Generators to supply Wheels-Through to determine the amount of Energy these 

Generators are scheduled to produce in the BME, which, in turn, will determine the 

Transmission Service scheduled in the BME to support those Transactions. 

The amount of Transmission Service scheduled hour-ahead in the BME for transactions 

supplied by one of the following Generators shall retroactively be set equal to that Generator's 

actual output in each SCD interval: 

 
(i) Generators providing Energy under existing contracts executed and effective on 

or before November 18, 1999 (including PURPA contracts) in which the 

power purchaser does not control the operation of the supply source but would 

be responsible for penalties for being off-schedule; 

(ii) Existing topping turbine Generators and extraction turbine Generators producing 

electric Energy resulting from the supply of steam to the district steam system 

located in New York City (LBMP Zone J) in operation on or before 

November 18, 1999 and/or topping or extraction turbine Generators utilized in 

replacing or repowering existing steam supplies from such units (in accordance 

with good engineering and economic design) that cannot follow schedules, up to 

a maximum total of 365 MW of such units; and 
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(iii) Existing intermittent (i.e., non-schedulable) renewable resource Generators in 

operation on or before November 18, 1999 within the NYCA, plus up to an 

additional 500 MW of such Generators;. 

This procedure shall not apply at times when the Generator supplying that 

transaction has been scheduled to provide Regulation or Operating Reserves. 

The ISO will not schedule a Bilateral Transaction which crosses an Interface between 

the NYCA and a neighboring Control Area if doing so would cause the DNI to exceed the 

Transfer Capability of that Interface. 

IV.  SALE OF TRANSMISSION CONGESTION CONTRACTS ("TCCs") 

1.0 Overview of the Sales of TCCs 

TCCs will be made available through both (i) the Centralized TCC Auction ("Auction"), 

which will be conducted by the ISO; and (ii) Direct Sales by the Transmission Owner, which 

will be non-discriminatory, auditable sales conducted solely on the OASIS in compliance with 

the applicable requirements and restrictions set forth in Order No. 889 et seq. 

Before each Auction, the ISO shall ensure that all Grandfathered Rights and 

Grandfathered TCCs correspond to a simultaneously feasible Power Flow.  Should infeasibility 

occur, the TCC Reservations shown in Table I of this Attachment will be  
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reduced until feasibility is assured, as described in Section 3.0 below. 

After the establishment of a feasible set of Grandfathered Rights and Grandfathered 

TCCs, there will be an initial allocation of TCCs associated with any transmission capability that 

remains after Grandfathered Rights and Grandfathered TCCs have been taken into account.  

These Residual TCCs will be allocated to the Transmission Owners.  Transmission Owners will 

be required to either sell these initial Residual TCCs through a Direct Sale on the OASIS prior 

to each Auction, or to sell them through each Auction.  Each Transmission Owner may retain its 

Grandfathered TCCs except as noted in the next paragraph.  If it sells those TCCs, it shall do 

so either through Direct Sales or through Auctions. 

Upon implementation of the ISO, Transmission Owners with Existing Transmission 

Capacity for Native Load ("ETCNL") will release that Capacity for sale in the Auction. 

2.0 General Description of the Auction Process 
 

First, the ISO will conduct a Transitional Auction, which will make TCCs available to 

Market Participants for the period between the time at which the ISO begins operation and the 

time at which the ISO has completed the development of the software that will be necessary in 

order to perform a Multiple-Round Auction.  The ISO shall then  
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conduct an Initial Auction, in which long-term TCCs will be available.  This auction will consist 

of multiple rounds.  The proportion of system Transfer Capability that will be set aside to 

support TCCs of varying durations will be determined before the Initial Auction is conducted.  

Then later, upon the completion of more sophisticated Auction software, the ISO will perform 

an End-State Auction, which will permit the bids submitted by Auction participants to determine 

the lengths of the TCCs sold in the Auction.  Each of these types of Auctions is described in 

additional detail later in this Attachment. 

The Initial Auction will consist of a series of sub-auctions.  These sub-auctions and the 

End-State Auction will be conducted in two stages, with each stage including several rounds.  

The Transmission Capacity that has been offered for sale in Stage I will be auctioned in not less 

than four (4) rounds, unless the Transmission Owners unanimously consent to fewer rounds.  A 

portion of that Capacity will be auctioned in each of those rounds.  In Stage 1, the TCCs 

available for sale in the Auction will include the Residual TCCs and ETCNL initially allocated to 

the Transmission Owners (but not sold through a Direct Sale) and any other TCCs offered for 

sale by a Primary Holder.  In Stage 2, holders of TCCs may indicate whether they wish to sell 

their TCCs into a given round before that round begins.  All of the TCCs that have been offered 

for sale in each round of Stage 2 will be auctioned in that round.  Each Primary Owner, 

purchaser of a  
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TCC in a previous round of the Auction, or purchaser of a TCC in a Direct Sale (if it meets the 

ISO's creditworthiness standards) may offer its TCCs for sale in any round of Stage 2. No one 

will be required to offer TCCs for sale in Stage 2. 

The ISO shall hire an auctioneer to conduct the Auctions (with the exception of the 

Transitional Auction, for which the ISO may elect to hire an auctioneer).The ISO shall hire an 

auditor to audit the TCC auction process.  The auctioneerISO will run a Power Flow to 

determine the feasibility of TCCs to be auctioned.  The Power Flow model will treat all 

Grandfathered Rights and all Grandfathered TCCs (that have not been offered for sale in the 

Auction) and all Residual TCCs sold through a Direct Sale (that have not been offered for sale 

in the Auction) as fixed injections and withdrawals corresponding to the Points of Injection and 

Withdrawal for each of those Grandfathered Rights or Grandfathered TCCs, or Residual 

TCCs.  As each ETA terminates, the Grandfathered Rights or TCCs associated with the ETA 

shall be released for sale into the Auction.  The revenues associated with the Auction of TCCs 

shall be allocated among the Transmission Owners according to the Interface MW-Mile 

Methodology, as described in Attachment N to the ISO OATT. 

In the Auction, bidders will place Bids specifying the maximum amount they are willing 

to pay for the TCCs they wish to purchase.  The objective of the Auction will be to maximize 

the value of the TCCs awarded to the bidders, as valued by their Bids,  
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subject to the Constraint that the set of all outstanding TCCs and Grandfathered Rights must 

correspond to a simultaneously feasible security-constrained Power Flow. 

The Auction will determine prices for feasible TCCs.  All bidders awarded TCCs in a 

round of the Auction will pay the Market Clearing Price in that round for those TCCs.  

Similarly, all TCC holders selling TCCs through the Auction will be paid the Market Clearing 

Price in that round for those TCCs. 

Following the first Initial Auction, the ISO will conduct Reconfiguration Auctions on a 

monthly basis.  At the discretion of the ISO Reconfiguration Auctions may be conducted prior 

to the Initial Auction.  Holders of TCCs that are valid for the next month will be permitted to 

offer those TCCs for sale in the Reconfiguration Auction (as described in Section 8.6) for that 

month.  Winning bidders in a Reconfiguration Auction will be awarded TCCs that will be valid 

for the next month. 

3.0 Description of the Reduction Process 
 

In some cases, the total set of Grandfathered TCCs (including ETCNL and TCCs 

allocated to participants in existing transmission contracts) may not correspond to a 

simultaneously feasible Power Flow.  In such cases, the TCCs Subject to Reduction, as listed in 

Table I of this Attachment (henceforth "Table 1 TCCs"), will be reduced in order to make the 

total set of Grandfathered TCCs correspond to a simultaneously feasible Power Flow. 
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This reduction procedure will use the same optimization model that will be used in the 

TCC Auction to determine the amount by which Table 1 TCCs will be reduced.  Initially, each 

Grandfathered TCC that is not included in Table I will be represented in the Auction model by a 

fixed injection of I MW at that TCC's injection location, and a fixed withdrawal of I MW at that 

TCC's withdrawal location.  Bids for each Table I TCC will consist of a line which intersects the 

y-axis at $1 (or any other value selected by the ISO, so long as that value is constant for each 

bid curve for one of these TCCs) and which intersects the x-axis at 1 MW.  An example of the 

bid curve Bj for a representative Table 1 TCC is illustrated in the diagram below. 

The TCC Auction software will determine the proportion of each Table I TCC that will 

remain after reduction, which is designated as Aj in the diagram.  The objective function that 

theTCC Auction software will use to determine these coefficients Aj will be to maximize 

 
   Aj 

3  I   B j  
        j0N    0 

 

where N is the set of Table I TCCs, and all other variables are as defined above, subject to the 

constraint that injections and withdrawals corresponding to all Grandfathered TCCs  
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(including the remaining Table I TCCs), must be simultaneously feasible.  As a result, the 

objective function will 

 
 
 

Bid Curve Bj for TCC j 

 
maximize the area under the bid curve for each Table 1 TCC that remains after reduction, 

summed over all Table 1 TCCs, subject to the simultaneous feasibility constraint.  This area for 

one Table 1 TCC is illustrated in the diagram. 

 4.0 Transition from OATT Service 
 

The timing and transitional arrangements for the first Auction are as follows: The first 

Auction will begin on the First Effective Date, which is twenty-eight (28) days  
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before the first day of operation of the LBMP Market (which shall occur on the Second 

Effective Date).  It will end two weeks prior to the Second Effective Date. 

Two (2) weeks before the first Auction (six (6) weeks prior to the first day of operation 

of the LBMP Market), Customers will no longer be permitted to enter into new long-term 

agreements under the Transmission Owners' current Open Access Transmission Tariffs 

("OATTs") that would be grandfathered after the first day of operation of the LBMP Market.  It 

is necessary for the Transmission Owners to cease offering new long-term OATT service 

before the First Effective Date in order to be able to determine the Transmission Capacity that 

can be sold in the first Auction. 

Until the Second Effective Date, Transmission Customers will continue to be able to 

enter into new short-term agreements for monthly, weekly, or daily service under the 

Transmission Owners' current OATTs, terminating no later than the First Effective Date. 

The Transmission Owners will not have the opportunity to sell their Residual TCCs 

through a Direct Sale, as described in this Attachment, before the first Auction. 
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Two (2) weeks before the first Auction, customers with Existing Transmission 

Agreements (including grandfathered OATT service) will be required to indicate whether they 

will opt to elect to convert their existing transmission rights to TCCs or to take Grandfathered 

Rights, in accordance with Attachment K to the ISO OATT. 

5.0 Calculation of Residual Transmission Capacity to Establish Residual TCCs 

Before the first Auction, the ISO shall calculate the Residual Transmission Capacity 

across each transmission Interface in both the Summer and Winter Capability Periods from the 

Operating Study Power Flow dispatch.  The ISO shall determine the MW flow across each 

Interface in this Operating Study Power Flow.  The ISO shall determine the Residual 

Transmission Capacity across each Interface in each Capability Period by subtracting the effects 

of injections and withdrawals corresponding to all Grandfathered TCCs and Grandfathered 

Rights on the MW flow across each Interface (which will be determined using a Shift Factor 

Analysis) from the MW flow determined in the Operating Study Power Flow. 

The ISO shall then allocate the, Residual Transmission Capacity across Interfaces to 

individual Transmission Owners in the form of Residual TCCs in accordance with the Interface 

MW-Mile Methodology.  This allocation shall conform to a feasible set of TCCs.  The ISO's 

allocation of Residual TCCs to Transmission Owners shall remain the  
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same for at least the duration of the LBMP Transition Period.  At the conclusion of the LBMP 

Transition Period, the Transmission Owners will review this methodology and shall have the sole 

discretion to modify by unanimous vote, the procedure to be used to allocate Residual 

Transmission Capacity across Interfaces in the form of Residual TCCs, and to determine the 

duration of all such Residual TCCs allocated. 

Residual TCCs for each Interface will constitute point-to-point TCCs, each from a 

Point of Injection in one Load Zone to a Point of Withdrawal in another Load Zone.  The ISO 

shall calculate the number of Residual TCCs that each Transmission Owner will receive from 

each Point of Injection to each Point of Withdrawal by calculating the product of. (a) the 

number of Residual TCCs to be allocated to each Transmission Owner across each Interface; 

(b) the ratio of Load served at that TCC's Point of Injection to total Load in the Load Zone 

containing that Point of Injection; and (c) the ratio of Load served at that TCC's Point of 

Withdrawal to total Load in the Load Zone containing that Point of Withdrawal.  When 

estimating the amount of Load served at each bus (Point of Injection or Point of Withdrawal), 

the ISO shall use the same bus Loads used for calculating Zonal LBMPs. 

6.0 Secondary Market for TCCs 
 

After the conclusion of each Auction, all holders may sell those TCCs in the  
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Secondary Markets.  However, the ISO shall make all Settlements with Primary Holders. 

7.0 Sale of TCCs by Transmission Owners directly over the OASIS ("Direct Sale")  
 

Transmission Owners may sell their Residual TCCs and Grandfathered TCCs directly 

to buyers through a Direct Sale, except that TCCs will not be sold through Direct Sales before 

the Transitional Auction.  Sellers and potential buyers shall communicate all offers to sell and 

buy TCCs, through a Direct Sale, solely over the ISO's OASIS. 

Buyers in a Direct Sale that elect to become Primary Holders must meet the eligibility 

criteria in Section 11.0 of the ISO OATT.  In addition, each buyer that elects to, become a 

Primary Holder shall submit information to the ISO regarding the buyer's creditworthiness, as 

the ISO may require, along with a statement signed by the buyer, representing that the buyer is 

financially able and willing to pay for the TCCs it proposes to purchase as well as all other 

obligations associated with the purchase of such TCCs, including without limitation, Congestion 

Rents.  The aggregate value of the buyer's offers to purchase TCCs (either in Direct Sales or in 

the Auction) and a reasonable estimate of the buyer's obligations associated with the purchase 

of such TCCs shall not exceed the buyer's ability to pay, as determined by the ISO (based upon 

an analysis of the buyer's creditworthiness). 

Where a buyer electing to become a Primary Holder fails to meet the eligibility  
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criteria or the above financial criteria (as determined by the ISO), or fails to provide information 

required by the ISO, the seller of the TCCs in the Direct Sale shall be the Primary Holder with 

respect to those TCCs.  The ISO shall make all Settlements with Primary Holders. 

During the Direct Sale process, the Transmission Owner shall have the sole discretion to 

accept or reject an offer to purchase TCCs.  Each Transmission Owner shall develop and apply 

a nondiscriminatory method for choosing the winning offers consistent with the Commission's 

Order No. 889 ,et seq., and may establish eligibility requirements that shall be no more stringent 

than those set forth in Section 11.0 of the ISO OATT.  The Transmission Owner shall post 

information regarding the results of the Direct Sale on the OASIS, promptly after the Direct 

Sale is completed.  The information shall include: (i) the amount of TCCs sold (in MW); (ii) the 

Point of Injection and Point of Withdrawal for each TCC sold; and (iii) the price paid for each 

TCC. 

Primary Owners of Residual TCCs shall inform the ISO of all sales of those TCCs, 

including the identify of the buyers.  Transmission Owners may offer to sell Residual TCCs for a 

period not extending beyond the end of the LBMP Transition Period, and Grandfathered TCCs 

for periods not extending beyond the termination date of those TCCs; however, these TCCs 

shall not be valid (i.e., the Congestion Rent obligations of  
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the holders of those TCCs shall not commence) until TCCs sold in the first Transitional Auction 

become valid.  Payment for TCCs purchased in a Direct Sale shall be in accordance with the 

terms and conditions of the agreement between the buyer and seller. 

8.0 Auctions for TCCs 
 
8.1 Transmission Capacity Sold in Centralized Auctions for TCCs 

 
In the Auction the following transmission Capacity shall be available for purchase in the 

form of TCCs: (1) all of the transmission Capacity associated with ETCNL that theTransmission 

Owners do not sell through a Direct Sale in advance of the Auction; (2) all of the transmission 

Capacity associated with Residual TCCs that the Transmission Owners do not sell through a 

Direct Sale in advance of the Auction; or (3) any other transmission Capacity in excess of that 

claimed by ETAs and Residual TCCs. 

Direct sales of TCCs by Transmission Owners will not be permitted prior to the 

Transitional Auction.  TCCs made available in this Auction shall be subject to the provisions of 

each Transmission Owner's retail access program. 

8.2 Transitional Auction 
 

Prior to the first day of operation of the LBMP Market, TCCs will be sold that will be 

valid from the first day of operation of the LBMP Market to the first day of the Summer 2000 

Capability Period. 
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8.3 Phases of Long-Term TCC Auction 
 

The ISO will make long-term fixed-price Transmission Service available through the 

sale of long-term TCCs in an Auction which will be accomplished in two phases. 

Phase 1: "Initial Auction" for Long-Term TCCs - The TCCs purchased in this Auction 

shall be valid on the first day of the Summer 2000 Capability Period.  These TCCs will have 

varying durations.  TCCs available for each of these durations will be sold in a separate "sub-

auction." 

Phase 2: "End-State Auction" for Long-Term TCCs - In the end state, TCCs of 

different durations will be sold in a single Auction. 

8.4 Transitional Auction 
 

The Transitional Auction will be accomplished through one round of bidding.  It will not 

have two stages or multiple rounds.  Any Primary Owner may offer its TCCs for sale in this 

Auction. 

8.5 Phase 1: Initial Auction for Long-Term TCCs 
 

TCCs with durations of six (6) months and one (1) year shall be available in the Initial 

Auction.  TCCs with durations of two (2) years, three (3) years, four (4) years or five (5) years 

may also be available in this Auction. 

The percentage of the transmission Capacity that is sold in the Auction as TCCs 
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of each of these different durations will be determined by the ISO, subject to certain limits.  In 

the Auction held in the spring of 2000, the ISO must sell no less than 65% of the transmission 

Capacity sold in the Auction as the TCCs with either a 6-month or 1-year duration.  Subject to 

this constraint, the final decision concerning the percentage of the transmission Capacity that will 

be sold in the Auction as TCCs of different durations will be made by the ISO.  The ISO will 

conduct a polling process to assess the market demand for TCCs with different durations, 

which it will take into consideration when making this determination.  The ISO may elect not to 

sell any TCCs with one or more of the above durations.  However, all transmission Capacity 

not associated with ETAs or outstanding TCCs must be available to support TCCs of some 

duration sold in the Auction. 

The Initial Auction will consist of a series of sub-auctions, which will be conducted 

consecutively in the spring of 2000.  In each sub-auction, TCCs of a single duration will be 

available (e.g., only TCCs with a five-year duration might be available in one sub-auction).  

Sub-auctions will be conducted in decreasing order of the length of the period for which TCCs 

sold in the sub-auction are valid.  Therefore, if the ISO were to determine that five (5) years 

would be the maximum length of TCCs available in the Initial Auction, then the sub-auction for 

the TCCs with a duration of five years would be  
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held first.  All TCCs sold in the 5-year TCC sub-auction (other than those offered for sale in the 

next sub-auction, as described below) would then be modeled as fixed injections and 

withdrawals in the next sub-auction, in which TCCs of the next longest duration, as determined 

by the ISO (e.g., four (4) years), would be available for purchase.  Following that sub-auction, 

TCCs sold in either of the first two sub-auctions (other than those offered for sale in the next 

sub-auction) would then be modeled as fixed injections and withdrawals in the third sub-auction 

(e.g., a sub-auction for TCCs with a duration of three years), etc. 

TCCs purchased in any sub-auction may be resold in a subsequent sub-auction.  For 

example, the purchaser of a 5-year TCC purchased in the five (5) year sub-auction may release 

a 4-year TCC with the same injection and withdrawal points for sale in the 4-year sub-auction.  

Similarly, that purchaser could instead release a corresponding 3-year TCC for sale in the 3-

year sub-auction.  Any TCC that was outstanding before the Initial Auction may be released for 

sale in any sub-auction. 

Each sub-auction shall consist of two stages, and each of the stages of which shall 

consist of at least four rounds.  The ISO shall have the authority to determine the percentage of 

the available transmission capacity that will be sold in each round of each sub-auction.  The ISO 

shall not announce these percentages before the sub-auctions.  The  
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ISO shall determine the maximum duration of TCCs sold in the Initial Auction, subject to the 

limitations above, and whether the TCCs sold in an Initial Auction shall be separately available 

for purchase as On-Peak and Off-Peak TCCs. (For purposes of this Attachment, the On-Peak 

period will include the hours 7 a.m. to 1 1 p.m. Prevailing Eastern Time Monday through 

Friday.  The remaining hours in each November 18, 1999week will be included in the Off-Peak 

period.) 

Following the Initial Auction the ISO will conduct an Auction in the fall of 2000 in which 

TCCs for the Winter 2000-2001 Capability Period will be available for purchase.  In that 

Auction, all TCCs that were awarded in the Initial Auction will be modeled as fixed injections 

and withdrawals, with the exception of (i) TCCs with a duration of six months that were sold in 

the Initial Auction and (ii) any other TCCs sold in that Auction whose holders elect to release 

them for sale in the Winter 2000-2001 Auction.  Any holder of an outstanding TCC may 

release it for sale in this Auction. 

If necessary (e.g., due to delays in the development in the software required to 

implement the End-State Auction), the Initial Auction will be repeated in subsequent years, e.g., 

in the Spring of 2001.  In that event, the rules described above to govern the operation of an 

Initial Auction shall be applied to any repeated Initial Auction, with the exception that the 

minimum proportion of transmission Capacity required to be aside to  
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support TCCs with a duration of six months or one year will not apply.  All available 

transmission Capacity will be sold in these Auctions, including transmission Capacity that would 

have been required to support Residual TCCs that the Transmission Owners do not sell directly 

in advance of the Auction, any other transmission Capacity in excess of that claimed by 

grandfathered transmission agreements, Residual TCCs and long-term TCCs sold in previous 

Auctions whose holders offer those TCCs into the Auction. 

8.5 Phase 2: End-State Auction for Long-Term TCCs 
 

The End-State Auction will be held annually.  The date for the first End-State Auction 

shall be deter-mined by the ISO.  The period during which each TCC sold in an End-State 

Auction is valid shall begin on the beginning date of a Capability Period, and shall conclude on 

the ending date of a Capability Period.  The ISO will determine the maximum duration and 

minimum duration of the TCCs available in the End-State Auctions.  The ISO shall have the 

authority to determine the percentage of the available transmission Capacity that will be sold in 

each round of the Auction.  The ISO shall not announce these percentages before the Auction.  

The ISO shall also determine the periods for which TCCs will be sold in End-State Auctions 

TCCs valid during On-Peak and Off-Peak periods, or TCCs valid during the Winter and 

Summer Capability Periods).  The ISO may elect to vary the duration or the periods for which 

TCCs will be available from  
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one End-State Auction to the next End-State Auction. 

The End-State Auction will not include separate sub-auctions for TCCs of different 

durations.  Instead, TCCs of each permitted duration will be allocated as the result of the 

operation of a single Auction.  If a Market Participant wishes to purchase a TCC beginning in 

the Summer Capability Period of 2003, and ending in the Winter Capability Period of 2004-

2005, it would submit a single Bid for this TCC.  If that Bid is a winning Bid, the bidder would 

be awarded a TCC valid for the entire two year-long period; if the Bid is a losing Bid; the 

bidder would not receive the TCC for any portion of this period.  The ISO will not specify in 

advance the portion of system Transfer Capability that will be used to create TCCs of differing 

durations.  Rather, the durations of TCCs awarded will be determined as part of the Auction, 

and will depend on the Bids submitted by participants in the Auction. 

In a given round of the End-State Auction, the Market Clearing Price determined for a 

TCC that is valid for multiple Capability Periods will equal the sum of the Market Clearing 

Prices for shorter-term TCCs with the same injection and withdrawal locations, which in the 

aggregate cover the same period for which the longer-tenn TCC is valid. (For example, the 

price of a TCC that is valid from May 2001 through April 2003 would equal the sum of the 

prices in that round for (1) TCCs valid May 2001 through Winter  
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2002 and (2) TCCs valid from May 2002 through April 2003.) 

The End-State Auction will include two stages, with each stage including multiple rounds 

of bidding, as described in this Attachment. 

Transmission Capacity that can be used to support TCCs sold in End-State Auctions 

shall include all capacity except that necessary to support the following: Residual TCCs that the 

Transmission Owners sell directly in advance of the Auction; any TCCs previously allocated 

(either in an Auction or through other means) that have not been offered for sale in this Auction; 

and transmission Capacity needed to support Grandfathered Rights. 

The End-State Auction will allow reconfiguration of the TCCs sold in the previous 

Auctions.  An entity holding a five-year TCC. for example, may release a TCC for some or all 

of the period for which that TCC is valid for sale in the End-State Auction. 

If necessary, the ISO may elect to conduct a semi-annual Auction to sell sixmonth 

TCCs between annual End-State Auctions.  The transmission Capacity that can be used to 

support TCCs purchased in this Auction shall include the portion of the transmission Capacity 

sold in the previous End-State Auction as six-month TCCs, as well as any other outstanding 

TCC whose Primary Holder elects to release it for sale in this Auction. 
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8.6 Reconfiguration Auctions  
 

A Reconfiguration Auction is an Auction in which monthly TCCs may be offered and 

purchased.  This will allow Market Participants to purchase and sell short-term TCCs.  This 

Auction will also capture short-term changes in transmission Capacity.  Following each Initial or 

End-State Auction, the ISO will conduct Reconfiguration Auctions.  The ISO may conduct a 

Reconfiguration Auction prior to Initial Auction.  The Reconfiguration Auctions will be held 

monthly, beginning one month after the first Initial Auction of long-term TCCs, and TCCs 

purchased in Reconfiguration Auctions will be valid for the month following the Reconfiguration 

Auction.  It will consist of a single round.  Any Primary Holder of a TCC, including a purchaser 

of a TCC in an Auction that has not sold that TCC, may offer that TCC for sale in a 

Reconfiguration Auction.  The transmission Capacity used to support these TCCs, as well as 

any other transmission Capacity not required to support already-outstanding TCCs, will be 

available to support TCCs purchased in the Reconfiguration Auction. 

9.0 Procedures for Sales of TCCs in Each Auction 

9.1 Auction Structure  

Eligibility to Bid in Stage 1 and Stage 2 - TCCs may be offered for sale in each 

stage of the Auction.  Primary Owners (who have not sold their TCCs in a Direct Sale),  
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purchasers of TCCs in Direct Sales (who qualify as Primary Holders), and purchasers of TCCs in 
previous Auctions (who have not subsequently sold their TCCs) may offer TCCs for sale in Stage 1. If 
they do so, they must specify all of the TCCs they wish to offer in Stage I before Stage 1 begins.  The 
following holders of TCCs may offer to sell TCCs in each round of Stage 2: (i) Primary Owners who 
did not sell those TCCs in a Direct Sale or in a previous round of the Auction (in either Stage I or Stage 
2); (ii) purchasers of TCCs in previous rounds of that Auction or in previous Auctions who have not 
subsequently sold those TCCs through an Auction; and (iii) purchasers of TCCs through a Direct Sale 
who qualify to become Primary Holders and have not already sold those TCCs through an Auction or 
through a Direct Sale. 
Bid Requirements - Bidders shall submit Bids into the Auction in accordance with this Attachment.  
Bidders shall submit Bids such that the sum of the value of its Bids (excluding Bids for TCCs already 
held by that bidder) shall not exceed that bidder's ability to pay for TCCs. 
Bidding Rounds - Bidders shall be awarded TCCs in each round of the Auction and shall be charged 
the Market Clearing Price for that round, as defined in this Attachment, for all TCCs they purchase.  
For purposes of determining payments to Primary Holders who release TCCs into the Auction, each 
Primary Holder that offers  
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TCCs for sale in Stage I of the Auction shall be deemed to have offered a portion of those TCCs for 
sale in each round of Stage 1 based on the scaling factors defined by the ISO for each round of the 
Auction (as further defined below).  Prior to each Auction, the ISO shall determine the percentage of 
TCCs to be offered for sale in each round of Stage I of the Auction, such that all of the TCCs offered 
for sale in Stage I shall be offered by the last round of Stage 1. The percentages may be different in 
each round.  The "scaling factor" for each round in Stage 1 shall equal the percentage of TCCs to be 
sold in Stage 1 that have not already been sold in a previous round of Stage 1, divided by the 
percentage 
of TCCs to be sold in that round of Stage 1. TCCs that may be sold in each round shall be determined by dividing the 
TCCs offered for sale in State I by the scaling factor applicable to that round (See examples in Section 9.9. below.). 
Stage 2 of the Auction shall terminate: (i) if no Primary Owner or a Grandfathered or Residual TCC or 
purchaser of TCCs in an earlier round of the Auction offers to sell any TCCs in a round; (ii) if no TCCs 
are purchased or sold in two (2) consecutive rounds; or (iii) upon the satisfaction of other criteria 
defined by the ISO. 
Primary Holders - The ISO shall make all Congestion Rent Settlements with Primary Holders. 
Transitional and Reconfiguration Auctions - All rules stated in this Section for  
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Stage I of an Initial or an End-State Auction shall also apply to Transitional and Reconfiguration 
Auctions.  The scaling factor for the single round of a Transitional and Reconfiguration Auction shall be 
one, since all Transfer Capability other than that needed to support already-outstanding TCCs will be 
available to support TCCs sold in the Auction. 
9.2 Responsibilities of the ISO 
The ISO shall establish the Auction rules and procedures consistent with the ISO 
OATT.  The ISO shall hire an auctioneer to conduct the commercial aspects of the Auction (except that 
the ISO shall not be required to hire an auctioneer for the Transitional Auction). 
The ISO shall work with the auctioneer to cccooonnnddduuucccttt    ttthhheee   OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowwwsss    iiinnn    eeeaaaccchhh    rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn ,,,   uuunnnttt iiilll   sss uuuccchhh    
ttt iiimmmeee   aaasss    ttthhheee   IIISSSOOO   dddeeettteeerrrmmmiiinnneeesss    ttthhhaaattt    ttthhheee   aaauuucccttt iiiooonnneeeeeerrr   hhhaaasss    gggaaaiiinnneeeddd    sss uuuffffffiiiccciiieeennn ttt    eeexxxpppeeerrrttt iiisss eee   tttooo    cccooonnnddduuucccttt    ttthhhooosss eee   OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowwwsss    
wwwiiittthhhooouuuttt    ddd iiirrreeecccttt    IIISSSOOO   iiinnnvvvooolllvvveeemmmeeennnttt ...   TTThhheee   IIISSSOOO   wwwiiillllll   cccooonnnttt iiinnnuuueee   tttooo    vvveeerrriiifffyyy    ttthhhaaattt    ttthhheee   OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowwwsss    cccaaalllcccuuu lllaaattteeeddd    
iiinnndddeeepppeeennndddeeennnttt lllyyy    bbbyyy    ttthhheee   aaauuucccttt iiiooonnneeeeeerrr   iiinnn    eeeaaaccchhh    rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn    cccooorrrrrreeesss pppooonnnddd    tttooo    aaa   sss iiimmmuuullltttaaannneeeooouuusss lllyyy    fffeeeaaasss iiibbb llleee   PPPooowwweeerrr   FFFlllooowww   
aaasss    dddeeesss cccrrriiibbbeeeddd    iiinnn    SSSeeecccttt iiiooonnn    999...777   bbbeeelllooowww...   TTThhheee   IIISSSOOO   sss hhhaaallllll   nnnooottt iiifffyyy    ttthhheee   TTTrrraaannnsss mmmiiisss sss iiiooonnn    OOOwwwnnneeerrrsss    iiifff:::   (((111)))   ttthhheee   OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowww   
rrreeesss uuu lllttt sss    cccaaalllcccuuu lllaaattteeeddd    aaarrreee   iiinnnaaaccccccuuurrraaattteee;;;    ooorrr   (((222)))   ttthhheee   OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowww   iiisss    nnnooottt    cccaaalllcccuuu lllaaattteeeddd    iiinnn    aaaccccccooorrrdddaaannnccceee   wwwiiittthhh    ttthhheee   cccooorrrrrreeecccttt    
ppprrroooccceeeddduuurrreee...   
uuunnnaaabbbllleee   tttooo    cccooonnnddduuucccttt    ttthhheee   rrreeeqqquuuiiirrreeeddd    OOOpppttt iiimmmuuummm   PPPooowwweeerrr   FFFlllooowwwsss    aaadddeeeqqquuuaaattteeelllyyy ...      TTThhheee   IIISSSOOO   sss hhhaaallllll   ddd iiisss mmmiiisss sss    aaannnddd    rrreeeppp lllaaaccceee   ttthhheee   aaauuucccttt iiiooonnneeeeeerrr   
iiifff   iiinnn    ttthhheee   IIISSSOOO'''sss    rrreeeaaasss ooonnnaaabbbllleee   jjjuuudddgggeeemmmeeennnttt ,,,   ttthhheee   aaauuucccttt iiiooonnneeeeeerrr   iiisss    uuunnnaaabbbllleee   tttooo    cccooonnnddduuucccttt    aaannn    OOOpppttt iiimmmuuummm   PPPooowwweeerrr   FFFlllooowww   aaaccccccuuurrraaattteeelllyyy    aaannnddd    
ppprrrooopppeeerrrlllyyy    fffooorrr   ttthhheee   NNNYYYSSS   TTTrrraaannnsss mmmiiisss sss iiiooonnn    SSSyyysss ttteeemmm...   
AAAddddddiiittt iiiooonnnaaallllllyyy ,,,   ttthhheee   IIISSSOOO   wwwiiillllll   dddeeettteeerrrmmmiiinnneee   ttthhheee   iiinnnfffooorrrmmmaaattt iiiooonnn    pppeeerrrtttaaaiiinnn iiinnnggg    tttooo    ttthhheee   AAAuuucccttt iiiooonnn    tttooo    bbbeee   mmmaaadddeee   aaavvvaaaiiilllaaabbb llleee   tttooo    AAAuuucccttt iiiooonnn    
pppaaarrrttt iiiccciiipppaaannnttt sss    ooovvveeerrr   ttthhheee   OOOAAASSSIIISSS   aaannnddd///ooorrr   ttthhheee   aaauuucccttt iiiooonnneeeeeerrr'''sss    iiinnnfffooorrrmmmaaattt iiiooonnn    sss yyysss ttteeemmm   aaannnddd    pppuuubbbllliiisss hhh    iiinnnfffooorrrmmmaaattt iiiooonnn    ooonnn    iiittt sss    OOOAAASSSIIISSS   
aaaccccccooorrrddd iiinnnggglllyyy ...      TTThhheee   IIISSSOOO   wwwiiillllll   iiidddeeennnttt iiifffyyy    ttthhheee   dddeeetttaaaiiilllsss    tttooo    bbbeee   iiinnncccllluuudddeeeddd    iiinnn    dddeeevvveeelllooopppmmmeeennnttt    ooofff   ttthhheee   AAAuuucccttt iiiooonnn    sss oooffftttwwwaaarrreee   aaannnddd    aaarrrrrraaannngggeee   fffooorrr   
dddeeevvveeelllooopppmmmeeennnttt    ooofff   ttthhheee   sss oooffftttwwwaaarrreee...   
   
   
   
   
IIIsss sss uuueeeddd    bbbyyy:::   WWW iiilllllliiiaaammm   JJJ...   MMMuuusss eeellleeerrr,,,   PPPrrreeesss iiidddeeennnttt    EEEffffffeeecccttt iiivvveee:::   JJJaaannnuuuaaarrryyy    222,,,   222000000111   
IIIsss sss uuueeeddd    ooonnn:::   JJJaaannnuuuaaarrryyy    111666,,,   222000000111   
FFFiiillleeeddd    tttooo    cccooommmppplllyyy    wwwiiittthhh    ooorrrdddeeerrr   ooofff   ttthhheee   FFFeeedddeeerrraaalll   EEEnnneeerrrgggyyy    RRReeeggguuulllaaatttooorrryyy    CCCooommmmmmiiisss sss iiiooonnn ,,,   DDDoooccckkkeeettt    NNNooo...   EEERRR999999---444222333555---000000222,,,   iiisss sss uuueeeddd    
DDDeeeccceeemmmbbbeeerrr   111888,,,   222000000000,,,   999000   FFFEEERRRCCC   ¶¶¶   666111,,,333555222   (((222000000000)))...   



NNNeeewww   YYYooorrrkkk   IIInnndddeeepppeeennndddeeennnttt    SSSyyysss ttteeemmm   OOOpppeeerrraaatttooorrr,,,   IIInnnccc...   
FFFEEERRRCCC   EEEllleeecccttt rrriiiccc   TTTaaarrriiiffffff   OOOrrriiiggg iiinnnaaalll   SSShhheeeeeettt    NNNooo...   333777999   
OOOrrriiiggg iiinnnaaalll   VVVooollluuummmeee   NNNooo...   222   
AAAttt tttaaaccchhhmmmeeennnttt    BBB   
   
TTThhheee   IIISSSOOO   wwwiiillllll   eeevvvaaallluuuaaattteee   eeeaaaccchhh    bbb iiiddddddeeerrr'''sss    aaabbb iiillliiitttyyy    tttooo    pppaaayyy    fffooorrr   TTTCCCCCCsss ...      AAAsss    aaa   rrreeesss uuu lllttt    ooofff   ttthhh iiisss    
eeevvvaaallluuuaaattt iiiooonnn ,,,   ttthhheee   IIISSSOOO   wwwiiillllll   sss tttaaattteee   aaa   llliiimmmiiittt    bbbeeefffooorrreee   ttthhheee   AAAuuucccttt iiiooonnn    ooonnn    ttthhheee   vvvaaallluuueee   ooofff   ttthhheee   TTTCCCCCCsss    ttthhhaaattt    ttthhheee   eeennn ttt iiitttyyy    mmmaaayyy    bbbeee   aaawwwaaarrrdddeeeddd    iiinnn    
DDDiiirrreeecccttt    SSSaaallleeesss    ooorrr   iiinnn    ttthhheee   AAAuuucccttt iiiooonnn ,,,   aaannnddd    cccooo lllllleeecccttt    sss iiigggnnneeeddd    sss tttaaattteeemmmeeennnttt sss    fffrrrooommm   eeeaaaccchhh    eeennn ttt iiitttyyy    bbb iiiddddddiiinnnggg    iiinnn tttooo    ttthhheee   AAAuuucccttt iiiooonnn    cccooommmmmmiiittt ttt iiinnnggg    
ttthhhaaattt    eeennn ttt iiitttyyy    tttooo    pppaaayyy    fffooorrr   aaannnyyy    TTTCCCCCCsss    ttthhhaaattt    iiittt    iiisss    aaawwwaaarrrdddeeeddd    iiinnn    ttthhheee   AAAuuucccttt iiiooonnn ...      TTThhheee   IIISSSOOO   sss hhhaaallllll   nnnooottt    rrreeevvveeeaaalll   ttthhheee   BBBiiiddd    PPPrrriiiccceeesss    sss uuubbbmmmiiittt ttteeeddd    
bbbyyy    aaannnyyy       
bbb iiiddddddeeerrr   iiinnn    ttthhheee   AAAuuucccttt iiiooonnn    uuunnnttt iiilll   sss iiixxx   mmmooonnnttthhhsss    fffooo llllllooowwwiiinnnggg    ttthhheee   dddaaattteee   ooofff   ttthhheee   AAAuuucccttt iiiooonnn ...   
UUUpppooonnn    cccooommmpppllleeettt iiiooonnn    ooofff   ttthhheee   AAAuuucccttt iiiooonnn ,,,   ttthhheee   IIISSSOOO   wwwiiillllll   cccooo lllllleeecccttt    pppaaayyymmmeeennnttt    fffooorrr   aaallllll   TTTCCCCCCsss    aaawwwaaarrrdddeeeddd    fffooorrr   eeeaaaccchhh    rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn ...      
TTThhheee   IIISSSOOO   wwwiiillllll   ddd iiisss bbbuuurrrsss eee   ttthhheee   rrreeevvveeennnuuueeesss    cccooo lllllleeecccttteeeddd    fffrrrooommm   ttthhheee   sss aaallleee   ooofff   TTTCCCCCCsss    tttooo    ttthhheee   PPPrrriiimmmaaarrryyy    HHHooollldddeeerrrsss    uuupppooonnn    cccooommmpppllleeettt iiiooonnn    ooofff   ttthhheee   
AAAuuucccttt iiiooonnn    ppprrroooccceeesss sss ...      EEEaaaccchhh    hhhooollldddeeerrr   ooofff   aaa   TTTCCCCCC   ttthhhaaattt    oooffffffeeerrrsss    ttthhhaaattt    TTTCCCCCC   fffooorrr   sss aaallleee   iiinnn    aaa   rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn    sss hhhaaallllll   bbbeee   pppaaaiiiddd    ttthhheee   
MMMaaarrrkkkeeettt    CCCllleeeaaarrriiinnnggg    PPPrrriiiccceee   fffooorrr   eeeaaaccchhh    TTTCCCCCC   sss ooo lllddd    iiinnn    ttthhhaaattt    rrrooouuunnnddd    bbbyyy    ttthhhaaattt    hhhooollldddeeerrr...      AAAllllll   rrreeemmmaaaiiinnn iiinnnggg    AAAuuucccttt iiiooonnn    rrreeevvveeennnuuueeesss    fffrrrooommm   eeeaaaccchhh    
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MMMWWW ---MMMiiillleee   MMMeeettthhhooodddooolllooogggyyy ,,,   aaasss    dddeeesss cccrrriiibbbeeeddd    iiinnn    AAAttt tttaaaccchhhmmmeeennnttt    NNN   tttooo    ttthhheee   IIISSSOOO   OOOAAATTTTTT...      TTThhhiiisss    aaallllllooocccaaattt iiiooonnn    wwwiiillllll   bbbeee   pppeeerrrfffooorrrmmmeeeddd    
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999...333      AAAddddddiiittt iiiooonnnaaalll   RRReeesss pppooonnnsss iiibbb iiillliiittt iiieeesss    ooofff   ttthhheee   IIISSSOOO   
TTThhheee   IIISSSOOO   sss hhhaaallllll   bbbeee   cccaaapppaaabbbllleee   ooofff   cccooommmpppllleeettt iiinnnggg    ttthhheee   AAAuuucccttt iiiooonnn    wwwiiittthhh iiinnn    ttthhheee   ttt iiimmmeee   fffrrraaammmeee   sss pppeeeccciiifffiiieeeddd    iiinnn    ttthhh iiisss    AAAttt tttaaaccchhhmmmeeennnttt ...      TTThhheee   IIISSSOOO   wwwiiillllll   
eeesss tttaaabbb llliiisss hhh    aaannn    aaauuudddiiitttaaabbb llleee   iiinnnfffooorrrmmmaaattt iiiooonnn    sss yyysss ttteeemmm   tttooo    fffaaaccciiillliiitttaaattteee   aaannnaaalllyyysss iiisss    aaannnddd    aaacccccceeeppptttaaannnccceee   ooorrr   rrreeejjjeeecccttt iiiooonnn    ooofff   BBBiiidddsss ,,,   aaannnddd    tttooo    ppprrrooovvviiidddeee   aaa   
rrreeecccooorrrddd    ooofff   aaallllll   BBBiiidddsss    aaannnddd    ppprrrooovvviiidddeee   aaallllll   nnneeeccceeesss sss aaarrryyy    aaasss sss iiisss tttaaannnccceee   iiinnn    ttthhheee   rrreeesss ooo llluuu ttt iiiooonnn    ooofff   ddd iiisss pppuuuttteeesss    ttthhhaaattt    aaarrriiisss eee   fffrrrooommm   qqquuueeesss ttt iiiooonnnsss    
rrreeegggaaarrrddd iiinnnggg    ttthhheee   aaacccccceeeppptttaaannnccceee,,,   rrreeejjjeeecccttt iiiooonnn ,,,   aaawwwaaarrrddd    aaannnddd    rrreeecccooorrrddd iiinnnggg    ooofff   BBBiiidddsss ...      TTThhheee   IIISSSOOO   wwwiiillllll   eeesss tttaaabbb llliiisss hhh    aaa   sss yyysss ttteeemmm   tttooo    cccooommmmmmuuunnniiicccaaattteee   
AAAuuucccttt iiiooonnn---rrreeelllaaattteeeddd    iiinnnfffooorrrmmmaaattt iiiooonnn    tttooo    aaallllll   AAAuuucccttt iiiooonnn    pppaaarrrttt iiiccciiipppaaannnttt sss    bbbeeetttwwweeeeeennn    rrrooouuunnndddsss    ooofff   ttthhheee   AAAuuucccttt iiiooonnn ...   (((TTThhhiiisss    lllaaasss ttt    rrreeeqqquuuiiirrreeemmmeeennnttt    wwwiiillllll   nnnooottt    
aaapppppplllyyy    tttooo    sss iiinnngggllleee---rrrooouuunnnddd    AAAuuucccttt iiiooonnnsss ...)))   
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TTTrrraaannnsss mmmiiisss sss iiiooonnn    SSSyyysss ttteeemmm;;;    ppprrrooopppeeerrrlllyyy    uuu ttt iiillliiizzzeee   aaannn    OOOpppttt iiimmmuuummm   PPPooowwweeerrr   FFFlllooowww   ppprrrooogggrrraaammm   tttooo    dddeeettteeerrrmmmiiinnneee   ttthhheee   sss eeettt    ooofff   wwwiiinnnnnniiinnnggg    BBBiiidddsss    fffooorrr   eeeaaaccchhh    
rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn;;;    aaannnddd    cccaaalllcccuuu lllaaattteee   ttthhheee   MMMaaarrrkkkeeettt    CCCllleeeaaarrriiinnnggg    PPPrrriiiccceee   ooofff   aaallllll   TTTCCCCCCsss    aaattt    ttthhheee   cccooonnncccllluuusss iiiooonnn    ooofff   eeeaaaccchhh    rrrooouuunnnddd    ooofff   ttthhheee   
AAAuuucccttt iiiooonnn ,,,   iiinnn    ttthhheee   mmmaaannnnnneeerrr   dddeeesss cccrrriiibbbeeeddd    iiinnn    ttthhh iiisss    AAAttt tttaaaccchhhmmmeeennnttt ,,,   aaannnddd    cccooommmmmmuuunnniiicccaaattteee   wwwiiinnnnnniiinnnggg    BBBiiidddsss    tttooo    ttthhheee   IIISSSOOO...   
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999...444               RRReeesss pppooonnnsss iiibbb iiillliiittt iiieeesss    ooofff   eeeaaaccchhh    BBBiiiddddddeeerrr   
EEEaaaccchhh    bbb iiiddddddeeerrr   sss hhhaaallllll   sss uuubbbmmmiiittt    ttthhheee   fffooo llllllooowwwiiinnnggg    iiinnnfffooorrrmmmaaattt iiiooonnn    wwwiiittthhh    iiittt sss    BBBiiidddsss :::   (((iii)))   ttthhheee   nnnuuummmbbbeeerrr   ooofff   TTTCCCCCCsss    fffooorrr   wwwhhhiiiccchhh    aaannn    oooffffffeeerrr   tttooo    
pppuuurrrccchhhaaasss eee   iiisss    mmmaaadddeee,,,   (((iiiiii)))   ttthhheee   BBBiiiddd    PPPrrriiiccceee   (((iiinnn    $$$///TTTCCCCCC   wwwhhhiiiccchhh    rrreeeppprrreeesss eeennnttt sss    ttthhheee   mmmaaaxxxiiimmmuuummm   aaammmooouuunnnttt    ttthhheee   bbb iiiddddddeeerrr   iiisss    wwwiiilllllliiinnnggg    tttooo    pppaaayyy    fffooorrr   
ttthhheee   TTTCCCCCC   (((BBBiiiddd    PPPrrriiiccceeesss    mmmaaayyy    bbbeee   nnneeegggaaattt iiivvveee,,,   iiinnndddiiicccaaattt iiinnnggg    ttthhhaaattt    aaa   bbb iiiddddddeeerrr   wwwooouuulllddd    hhhaaavvveee   tttooo    bbbeee   pppaaaiiiddd    iiinnn    ooorrrdddeeerrr   tttooo    aaacccccceeepppttt    aaa   TTTCCCCCC;;;    (((iiiiiiiii)))   ttthhheee   
lllooocccaaattt iiiooonnn    ooofff   ttthhheee   PPPoooiiinnn ttt    ooofff   IIInnn jjjeeecccttt iiiooonnn    aaannnddd    ttthhheee   PPPoooiiinnn ttt    ooofff   WWW iiittthhhdddrrraaawwwaaalll   fffooorrr   ttthhheee   TTTCCCCCC   tttooo    wwwhhhiiiccchhh    ttthhheee   BBBiiiddd    aaappppppllliiieeesss    (((ttthhheeesss eee   lllooocccaaattt iiiooonnnsss    
mmmaaayyy    bbbeee   aaannnyyy    lllooocccaaattt iiiooonnnsss    fffooorrr   wwwhhhiiiccchhh    ttthhheee   IIISSSOOO   cccaaalllcccuuu lllaaattteeesss    aaannn    LLLBBBMMMPPP)));;;    (((iiivvv)))   iiifff   ttthhheee   AAAuuucccttt iiiooonnn    iiisss    aaannn    IIInnn iiittt iiiaaalll   AAAuuucccttt iiiooonnn ,,,   ttthhheee   ddduuurrraaattt iiiooonnn    iiinnn    
mmmuuulllttt iiippp llleeesss    ooofff   CCCaaapppaaabbbiiillliiitttyyy    PPPeeerrriiiooodddsss    ooofff   ttthhheee   TTTCCCCCC   fffooorrr   wwwhhhiiiccchhh    ttthhheee   bbb iiiddddddeeerrr   iiisss    bbb iiiddddddiiinnnggg;;;    aaannnddd    (((vvv)))   iiifff   ttthhheee   AAAuuucccttt iiiooonnn    iiisss    aaannn    EEEnnnddd---SSStttaaattteee      
AAAuuucccttt iiiooonnn ,,,   ttthhheee   pppoooiiinnn ttt sss    iiinnn    ttt iiimmmeee   aaattt    wwwhhhiiiccchhh    ttthhheee   TTTCCCCCC   bbb iiiddd    uuupppooonnn    bbbeeegggiiinnnsss    tttooo    bbbeee   vvvaaallliiiddd    (((wwwhhhiiiccchhh    mmmuuusss ttt    bbbeee   ttthhheee   bbbeeegggiiinnnnnniiinnnggg    ooofff   aaa   
CCCaaapppaaabbbiiillliiitttyyy    PPPeeerrriiioooddd)))   aaannnddd    aaattt    wwwhhhiiiccchhh    ttthhheee      TTTCCCCCC   BBBiiiddd    uuupppooonnn    ccceeeaaasss eeesss    tttooo    bbbeee   vvvaaallliiiddd    (((wwwhhhiiiccchhh    mmmuuusss ttt    bbbeee   ttthhheee   eeennnddd    ooofff   aaa   CCCaaapppaaabbbiiillliiitttyyy    PPPeeerrriiioooddd ,,,   
aaannnddd    wwwhhhiiiccchhh    mmmaaayyy    nnnooottt    eeexxxttteeennnddd    bbbeeeyyyooonnnddd    ttthhheee   lllaaasss ttt    pppoooiiinnn ttt    iiinnn    ttt iiimmmeee   fffooorrr   wwwhhhiiiccchhh    TTTCCCCCCsss    wwwiiillllll   bbbeee   aaavvvaaaiiilllaaabbb llleee   iiinnn    ttthhhaaattt    AAAuuucccttt iiiooonnn)))...      
AAAddddddiiittt iiiooonnnaaallllllyyy ,,,   iiifff   ttthhheee   IIISSSOOO   oooffffffeeerrrsss    TTTCCCCCCsss    fffooorrr   sss aaallleee   ttthhhaaattt    aaarrreee   vvvaaallliiiddd    iiinnn    sss uuubbb---pppeeerrriiiooodddsss    (((eee...ggg ...,,,   OOOnnn---PPPeeeaaakkk   ooorrr   OOOffffff---PPPeeeaaakkk   TTTCCCCCCsss ))),,,   ttthhh iiisss    
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rrreeeppprrreeesss eeennnttt iiinnnggg    ttthhhaaattt    ttthhheee   bbb iiiddddddeeerrr   iiisss    fffiiinnnaaannnccciiiaaallllllyyy    aaabbb llleee   aaannnddd    wwwiiilllllliiinnnggg    tttooo    pppaaayyy    fffooorrr   ttthhheee   TTTCCCCCCsss    fffooorrr   wwwhhhiiiccchhh    iiittt    iiisss    bbb iiiddddddiiinnnggg ...      TTThhheee   aaaggggggrrreeegggaaattteee   
vvvaaallluuueee   ooofff   ttthhheee   BBBiiidddsss    sss uuubbbmmmiiittt ttteeeddd    bbbyyy    aaannnyyy    bbb iiiddddddeeerrr   iiinnn tttooo    ttthhheee   AAAuuucccttt iiiooonnn    sss hhhaaallllll   nnnooottt    eeexxxccceeeeeeddd    ttthhhaaattt    bbb iiiddddddeeerrr'''sss    aaabbb iiillliiitttyyy    tttooo    pppaaayyy    ooorrr   ttthhheee   
mmmaaaxxxiiimmmuuummm   vvvaaallluuueee   ooofff   bbb iiidddsss    ttthhhaaattt    bbb iiiddddddeeerrr   iiisss    pppeeerrrmmmiiittt ttteeeddd    tttooo    ppp lllaaaccceee,,,   aaasss    dddeeettteeerrrmmmiiinnneeeddd    bbbyyy    ttthhheee   IIISSSOOO   (((bbbaaasss eeeddd    ooonnn    aaannn    aaannnaaalllyyysss iiisss    ooofff   ttthhhaaattt    
bbb iiiddddddeeerrr'''sss    cccrrreeedddiiitttwwwooorrrttthhh iiinnneeesss sss )))...   
EEEaaaccchhh    bbb iiiddddddeeerrr   mmmuuusss ttt    pppaaayyy    ttthhheee   MMMaaarrrkkkeeettt    CCCllleeeaaarrriiinnnggg    PPPrrriiiccceee   fffooorrr   eeeaaaccchhh    TTTCCCCCC   iiittt    iiisss    aaawwwaaarrrdddeeeddd    iiinnn    
ttthhheee   AAAuuucccttt iiiooonnn ...   
999...555   SSSeeellleeecccttt iiiooonnn    ooofff   WWW iiinnnnnniiinnnggg    BBBiiidddsss    aaannnddd    DDDeeettteeerrrmmmiiinnnaaattt iiiooonnn    ooofff   ttthhheee   MMMaaarrrkkkeeettt    CCCllleeeaaarrriiinnnggg    PPPrrriiiccceee   
   
TTThhheee   IIISSSOOOaaauuucccttt iiiooonnneeeeeerrr   sss hhhaaallllll   dddeeettteeerrrmmmiiinnneee   ttthhheee   wwwiiinnnnnniiinnnggg    sss eeettt    ooofff   BBBiiidddsss    iiinnn    eeeaaaccchhh    rrrooouuunnnddd    ooofff   ttthhheee   AAAuuucccttt iiiooonnn    aaasss    fffooo llllllooowwwsss :::   (((iii)))   ttthhheee   
aaauuucccttt iiiooonnneeeeeerrrIIISSSOOO   sss hhhaaallllll   uuusss eee   aaannn    OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowww   ppprrrooogggrrraaammm   wwwiiittthhh    ttthhheee   iiinnn iiittt iiiaaalll   aaasss sss uuummmpppttt iiiooonnnsss    iiidddeeennnttt iiifffiiieeeddd    bbbyyy    ttthhheee   IIISSSOOO;;;    (((iiiiii)))   ttthhheee   
OOOpppttt iiimmmaaalll   PPPooowwweeerrr   FFFlllooowww   sss hhhaaallllll   uuusss eee   ttthhheee   sss aaammmeee   RRReeefffeeerrreeennnccceee   BBBuuusss    aaannnddd    sss yyysss ttteeemmm   sss eeecccuuurrriiitttyyy    CCCooonnnsss ttt rrraaaiiinnn ttt sss    aaasss sss uuummmpppttt iiiooonnnsss    aaasss    uuusss eeeddd    bbbyyy    ttthhheee   
IIISSSOOO;;;    (((iiiiiiiii)))   ttthhheee   IIISSSOOO   aaauuucccttt iiiooonnneeeeeerrr   sss hhhaaallllll   sss eeellleeecccttt    ttthhheee   sss eeettt    ooofff   BBBiiidddsss    ttthhhaaattt    mmmaaaxxxiiimmmiiizzzeeesss    ttthhheee   vvvaaallluuueee   ooofff   ttthhheee   TTTCCCCCCsss    aaawwwaaarrrdddeeeddd    tttooo    ttthhheee   wwwiiinnnnnniiinnnggg    
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