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I ntroduction

The NYISO Initid Planning Process, approved by the Operating Committee on September
10, 2003, was the firgt phase in the development of a comprehensive planning process for
the NYISO. This process is being developed by NYISO Staff with assstance of the
Electric System Planning Working Group (“ESPWG”), an ad-hoc committee comprised of
BIC and OC member companies. This proposd, “A Comprehensive Planning Process for
Rdiahility Needs’, builds on the Initid Planning Process reliability-based analyses and
retains the initial stepsin that process. The Comprehensive Process, however, extends the
scope of the Initid Planning Process beyond the smple identification of reliability needs. It
provides a framework which includes consderation of both narket-based and regulated
solutions to identified needs and a procedure to ensure that reliability needs will be metin a
timely manner. It also provides a backstop cost dlocation and recovery mechanism for
reliability upgrades. (See Attachment A for the Process How Diagram depicting the major
elements of the Comprehensive Rdiability Planning Process).

The work aready approved by the OC and underway a the NYISO regarding the
collection and reporting of historic congestion costs will continue under this Proposal.

This scope for the NY1SO Comprehensve Rdiability Planning Process is being brought
forward to the OC for discussion and action at the XXX meeting. Following OC approvd,
atariff filing will be prepared for MC and Board approva for submission to FERC.

It is anticipated that further development efforts on the Phase 2 “Comprehensve’ Planning
Process will continue immediately upon the OC/MC approva of the Rdiablity Process.

These efforts will consder the various FERC planning requirements of Order 2000, the
SMD NOPR, the Wholesdle Market Design Whitepaper and the January 9, 2004 Pat

Wood letter to the NY SO regarding the extension of the Comprehensive Planning Process
to include economic issues. The scope for this Comprehensive Rdiability Planning Process
may need further modifications based upon the outcome of the Phase 2 process. It is
anticipated that a future FERC filing will dso be required.

Stakeholder Process [NOTE: NEED TO DETERMINE WHETHER TO
CONTINUE THISDUAL ROLE FOR ESPWG AND TPAS. THISDRAFT
ASSUMESTHAT THISDUAL PROCESSWILL CONTINUE FOR THE
IMPLEMENTATION OF THE COMPREHENSIVE RELIABILITY PLANNING
PROCESS. THISDRAFT ALSO ASSUMESTHAT THE CURRENT
AGREEMENT BETWEEN BIC AND THE OC REGARDING VOTING ON
THE PLANNING PROCESSAT THE OC WILL CONTINUE]



In light of the fact that the Comprehensve Rdiability Planning Process contains both
reliability and business issues, it has been agreed that both the Transmisson Planning
Advisory Subcommittee (“TPAS’) and the ESPWG will participate in the implementation
process. This paticipation will conggt of pardld input and review stages smilar to the
process for the Initial Planning Process as shown in Attachment B. .

TPAS will have primary respongbility for the rdiability andyses, while the ESPWG will
have primary responghility for providing commercid input and assumptions utilized in the
development of reliability assessment scenarios and the reporting and andysis of higtoric
congestion costs.  Coordination will be established between these two groups and with
NY1SO Staff during each stage of the planning process.

The intention is to achieve consensus a both TPAS and the ESPWG. While no formd
voting process is established a this leve, which is typica for NY1SO working groups, an
opportunity for reporting mgority and minority views will be provided in the absence of a
consensus.

Following TPAS and ESPWG review, the Draft Report will be forwarded to the Operating
Committee (“OC”) for discusson and action and subsequently to the Management
Committee for discussion and action prior to submission to the NY1SO Board for approva.
See Section 4.4.1 for afurther description of the Stakeholder Review Process.

. Planning Criteria and Objectives[NO SUBSTANTIVE REVISIONSWERE
MADE TO THIS SECTION]

The New York Control Area (“NYCA”) power system is planned and operated to the
planning and operating policies, standards, criteria, guiddines, procedures and rules
promulgated by the North American Electric Reliability Council (“NERC”), Northeast
Power Coordinating Council (“NPCC”), and the New York State Rdiability Council
(“NYSRC’). NERC edtablishes operating policies and planning standards for North
America which includes the United States of America and the Provinces of Canada. NPCC
criteria, guideline and procedures which apply to the five areas comprisng NPCC (New
York State, the New England States, and the Canadian Provinces of Quebec, Ontario and
the Maritimes) may be more specific or more sringent than NERC standards and policies
by recognizing regiond characteridtics or rdiability needs — e.g., “the one day in ten years’
loss of load expectation criteria The NY SRC rules that apply to NYCA may be more
specific or gringent than NERC and NPCC by recognizing NYCA characterigtics and
relidbility needs — eg., locationa capacity requirements. The NYISO is the primary
interface between market participants and the reiability councils. The chart below presents
an overview of those interfaces.



Overview of the NY1SO Rdliability I nterfaces
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The objective of the NYISO’'s Comprehensive Reiability Planning Process isto provide a
comprehensive evaudion of the reiability needs of the NY system and will drive: 1) to
demongtrate that the NY CA power system expansion plans are consistent with the reliability
rules and will ensure the continued reiability (i.e., adequacy and security) of the power
system consgtent with good utility practice; 2) to identify, through religbility scenarios
development, factors and issues that might adversely impact the rdiability of the power
system; and 3) to provide, through the anadlyss of historicd sysem LBMP congestion

cogts, information to market participants about historical congestion including the causes for
that congestion so that market participants can make appropriately informed decisons; and
4) to coordinate the reliability assessment with Neighboring Control Aress.

3.1. Rdiability Criteria

3.1.1. NERC: Edablishes standards and policies for North America which includes
the United States of America and the Provinces of Canada. The NERC
Operating Policies and Planning Standards can be found on the NERC web site at
http://www.nerc.com/standards/.




3.1.2. NPCC: Egablishes criteria, guiddine and procedures which gpply to the five
areas comprisng NPCC (New York State, the New England States, and the
Canadian Provinces of Quebec, Ontario and the Maritimes) may be more specific
or more sringent than NERC standards and policies by recognizing regiond
characterigtics or rdiability needs. The NPCC criteria, guides, and procedures can
be found on the NPCC web gte a
http://www.npcc.orgy/CriteriaGuidesProcedureshtm. @

3.1.3. NYSRC: Edablishes rules that apply to NYCA that may be more specific or
gringent than NERC and NPCC by recognizing NYCA characterigtics and
rdiability needs. NYSRC rules can be found on the NYSRC web ste a
http://mww.nysrc.org/documentshtml. See Rdiability Rules Revison No. 2,
Version 7 (adopted May 9, 2003). @

3.2. Objectives
3.2.1. Rdiability Needs Assessment

The basdine sysem as defined for the Annud Trangmisson Rdiability
Assessment (ATRA) @ will be assessed to determineif it meets dl the riability
criteriafor both resource and transmission adequacy. The ATRA focuses on the
fird five years of the planning horizon. Reliability needs will be defined in terms
of quantities and not necessarily in terms of pecific facilities. For ingtance, the
MW quantity of additiond transfer capability or MW quantity of additiond
resources would be specified.

In addition, the basdine system will be evauated for robustness againgt factors
and issues identified through rdiability scenario andyss that might adversaly
impact the reiability of the power sysem for years one through ten. This
evadudion of the basdine sysem for robustness will only identify conditions
under which the rdiability criteriamay not be met. It will not identify or propose
additiona needs.

3.2.2. Higoric Congestion

The NY SO will prepare summaries and detailed andysis of historic congestion
acrossthe New York sysem. Thiswill include andyss to identify the sgnificant
causes of higoric congestion.

These reports will be based upon the definitions of congestion developed by
the ESPWG and approved by the Operating Committee on November 6,
2003.



4. Process
4.1. Oveview

It has been gated that the planning process is as important as the plan itsdlf, if not more
important. This is certainly true for the NYISO's planning process. The purpose of the
Comprehengive Reliability Planning Process is to facilitate the exchange of information
between the NYISO, Market Participants and interested stakeholders regarding the
future reliability of the NYCA power system and the historica economic performance of
the transmisson system. In addition, a framework is established which provides for the
consderation of both market-based and regulated solutions to ensure that reliability needs
will be met in atimely manner. The ATRA will provide the basdline for the study for the
fird five years. The expanson plans usad in these reiability assessments for the second
five years will be those proposed by market participants based upon criteria to be
developed during the implementation phase. In addition, aternate rdiability scenarios will

be developed in consultation with Market Participants. The key dements of the initid

planning process are described further below. See Attachment C [TBD] for the
proposed timeline for the first report resulting from the NY1SO Comprehensive Rdiability
Panning Process.

4.2. Input Stage (See Attachment D) [NO SUBSTANTIVE REVISIONSWERE
MADE TO THIS SECTION]

4.2.1. Basdine

The ATRA will be used to sat the basdline for the study for the first five years of
the Comprehengve Rdiability Planning Process.

4.2.2. Input Requirements

The input to be used for the second five years of the Comprehengve Reliability
Planning Process includes. published data sources, existing standard reliability
asessments, data for additiona rdiability andyds, input from Neghboring
Control Aress, input from stakeholders, and input from the ESP Working
Group regarding dternate reliability scenarios.

4.2.2.1. Load and Capacity Data Report

The NY1SO Load and Capacity Data Report
(http://Amvwww.nyiso.com/sarvices/documents/planning/pdf/2003 gold boo




K.pdf) will be the primary reference resource for the Initid Planning
Process.

4.2.2.2. Exiding Rdiability Assessments

The exiding dandard rdiability assessments that will be used in the
Comprehensive Reiahility Planning Process include:

= The NPCC New York Area Transmission Review (ATR) @

» TheNYISO Annud Transmisson Reigbility Assesssment (ATRA)
=  The NPCC New York Resource Adequacy Review (RAR) ©

= TheNYSRC Ingtdled Reserve Margin (IRM) Study ©

= TheNYISO Locationd Instaled Capacity Study

4.2.2.3. Short Circuit Data

The Comprehensve Rdiability Planning Process would use the
information from the NY1SO Annud Transmission Rdiability Assessment
(ATRA

4.2.3. Input from Neighboring Control Aress

The Comprehensive Religbility Planning Process will use the most recent power
flow data collected through the annud regona (NPCC) and inter-regiond
(NERC) base case development process as the primary reference resource for
the Neighboring Control Aress.

4.2.3.1. Forecasted Load, Fecilities and System Conditions

The NYISO dso will coordinate directly with the Neighboring Control
Aress to exchange additiona supplementa information for the study
including: forecasted load, sgnificant new or modified generation and
tranamission fadilities, and anticipated system conditions.

4.2.4. Input from Stakeholders

In addition to information published in the NY SO Load and Capacity Data
Report, the NY1SO will solicit stakeholders directly for additiona supplementa
information for the initid planning sudy. Thisinput will indude:

= Transmisson sysem — existing and planned additions— Transmisson
Owners



= Merchant transmission proposals — Merchant developers

= Generation additiong/retirements — Generator Owners & Developers

= Demand response programs — Demand Response Providers

= Long-term firm transmission requests — NY SO and Transmission Owners
4.2.5. Rdiability Scenario Development

The ESP Working Group will provide input regarding dternate reliability
scenarios for additiond reigbility andyses.  Rdiability scenarios will be
developed in two time frames: the next five years (fird five years), and the next
five years after that (second five years). Varigbles for consderation in the
development of these rdigbility scenariosindude:

= L oad Forecast Uncertainty

» Fud (prices and availability of supply)

= New Resources

* Reirements

=  Trangmisson network topology (e.g., changes in procedures of lines
that are normally open; change in contingencies based on breskers
being operated normally open or closed; etc.)

= Limitationsimposed by proposed environmentd legidation

4.3. Andysis Sage[NO SUBSTANTIVE REVISIONSWERE MADE TO THIS
SECTION]

4.3.1. Higtoric Congestion

The NY1SO will prepare summaries and detailed analysis up to the past year
of higtoric congestion acrossthe New York sysem. Thiswill include andyssto
identify the sgnificant causes of the historic congestion.

4.3.1.1. Summary Reports [See Attachment E: “Matrix’]

The NY1SO will prepare various reports of historic congestion costs.
These reports will be based upon the actua congestion data from the
NY SO day-ahead market, and will include summaries, aggregated by
month and caendar year, such as.

By NYCA

By zone

By contingency in rank order
By congraint in rank order
Totd Dollars



4.3.

Number of Hours

Congestion will be reported as the change in bid production costs. In
addition, the following ements of congestion will also be reported:
Impact on load payments
Impact on generator payments
Hedged and unhedged congestion payments

These reports will be based upon the definitions of congestion
developed by the ESPWG and approved by the Operating Committee
on November 6 2003. [See Attachment E]

1.2. Detalled Cause Andyss
The NY1SO will perform an andyssto identify the cause of unusud
events causng sgnificant congestion levels. Such andysswill incdlude
the following dements*

| dentification of the cause of mgor transmission outages
Quantification of the market impact of rdieving historic condraints.

4.3.2. Basdine Rdiability Needs Assessment

The NYI1SO will evauate the rdiability needs of the New York system for the
firgd fiveeyear and second five-year basdine. The evauation will address
resource and transmission adequacy over both periods. It aso will address
short drcuit fault duty only for the firg five-year period, and will be consstent
with the ATRA process. The evauaion will be based on information from the
existing standard reliability assessments (see 84.2.2.2) and additiond rdiability
andysis will be performed to include the effects of input from Stakeholders and
the Neighboring Control Areas for the second five-year period.

The andyses for the basdine rdiability needs assessment will firs determine
whether or not the basdine resources and transmisson system would mest dl
goplicable reliability criteria (per 83.1). Then, if any rdiability criteriawould not
be met, additiond anayses will be conducted to determine the additiona
resources and/or transmission that would be needed to meet criteria, and to
determine the expected first year of need for those additional resources and/or
transmisson. The study will not seek to identify specific additiond fecilities.

! Some of thisinformation may be deemed sensitive and will need to be handled with care to protect national

security interests.
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4.3.3. Evduation of Alternate Rdliability Scenarios (Robustness of Basdline)

After completion of the basdine rdiability needs assessment, the NY1SO will
conduct additiona reliability anadyses for the dternate rdiability scenarios
goecified by the ESP Working Group. These evduations will test the
robustness of the basdline needs assessment. The reiability needs may increase
in some reliability scenarios and may decrease, or even be diminated, in others.

4.3.4. Reliability Needs Assessment Report Preparation

Once al the anadyses have been completed, the NY SO will prepare a
comprehendgve report including assumptions, criteriaand results.

4.4. Review Process (See Attachment B)

44.1. Stakeholder Review

At least two stakeholder review stages are anticipated for the Reliability Needs
Assessment Report  Following review of the Staff’ s Draft Report by TPAS
and the ESPWG, it will be forwarded to the OC for avote. Interested
representatives from the Business |ssues Committee (“BIC”) are invited to
attend the OC mesting a which the Draft Report is under consideration.

Following the OC vote, the Draft Report will be transmitted to the Management
Committee (“MC”) for avote.

4.4.2. Input from NY S Public Service Commisson

The Staff of the NY S Department of Public Service are expected to be an active
participant in the NY1S0O’'s Comprehensve Rdiability Planning Process. Input
from the PSC will be consdered and reflected in the final Reliability Needs
Assessment Report.

4.4.3. Board Action

Following the MC vote, the Reliability Needs Assessment Report resulting from
the NYISO Comprehensive Reliability Planning Process, with working group,
OC and MC input, will be forwarded to the NY1SO Board for action. Upon
acceptance by the Board, the report will be finalized by NY1SO Staff.

5. Issuanceof Reliability Needs Assessment Report

11



Following Board acceptance, the NYISO Staff will issue the find Rdiability Needs
Assessment Report to the marketplace.  This report will identify potentid rdiability needs
determined under various future rdiability scenario assumptions and will provide reports and
andyses of historic congestion costs.

5.1. Public Information Sessons

In order to provide the ample exposure for the marketplace to understand the
identified rdiability needs the NY SO will provide various opportunities for market
participants and other stakeholdersto discuss the final Rdliability Needs Assessment
Report. Such opportunities may include presentations at various NY 1SO stakeholder
committees, focused discussions with various sectors, and/or presentationsin other
public venues.

. Request for Solutions[NEW SECTION]

Concurrent with issuance of the find Reliability Needs Assessment Report, the NY 1SO will
solicit proposed solutions to the identified reliability needs from the marketplace. This
solicitation is not envisoned to be aforma “RFP’ process but rather to dlow a sufficient
time for both market-based responses and regulated responses to be developed in response
to meet the identified needs in atimdy manner.

6.1. Market-Based Responses

Market-based responses will be requested from all interested market participants.
Such responses are open to dl resources, including generation, demand response and
merchant transmission developers.

6.2. Regulated Responses

The New York TOs will assume the obligation to prepare a regulated proposal to meet
the rdligbility needs identified by the NY SO’ s needs assessment. The NY 1SO will
designate the respongible TO, which will normaly be the TO in whose Transmission
Didtrict the need occurs. Such proposas would not be limited solely to transmission
solutions and will consder dl feasible dternatives.

6.2.1. Itisintended that regulated proposas will be reviewed by the PSC prior to
submission by the TO to the NY1SO.

12



6.2.2. The PSC will establish a process for the review of such regulated proposas
which will provide for the consideration of aternative resources. This process
shdl provide an opportunity for public input.

6.3. Edablishment of Lead Time for Responses

The NYISO will establish the lead time for responses to identified rdiability needs
based upon the lead time required for the regulated solution. Normaly, the NY 1SO will
only issue arequest for solutions in cases where there is an imminent need for action to
ensure rdigbility. However, for the first round of the Comprehensive Rdigbility Planning
Process, the NY1SO will request solutionsto al identified needsin order to establish
the lead time for the regulated backstop solution as the benchmark for the future.

6.4. Qudifications For aVaid Response

The NY1SO will develop qudifications for avaid market-based solution in conjunction
with ESPWG. Such quadifications shdl recognize the differences between various
resources characterigtics and development time lines.

. NYISO Evaluation of Proposed Solutions[NEW SECTION]

NY1SO Saff shdl perform an evduation of market-based and regulated proposalsto
determine whether such proposas will meet the identified needsin atimey manner.

7.1. Market Based Responses

If market-based responses are found by the NY1SO to be sufficient to meet an
identified need in atimely manner, the NY1SO will so sate in the Comprehensive
Reliability Plan Report.

7.1.1. TheNYISO will not sdlect from among the market-based responses if there are
more than one response which will meet an identified need.

7.1.2. The NYISO will monitor the status of market-based projects to ensure their
continued viability to meet the reliability need as part of its ongoing annud
planning process. The NY1SO will develop criterig, in conjunction with the
ESPWG, to determine the continued viability of such projects.

7.1.3. TheNYISO will develop criteriafor determining the cutoff date for a
determination that a market-based project will not be avallable to meet an
identified religbility need.

13



7.1.4.

If there are no viable market-based responses to the reliability needs identified
by the NY1SO, the NY1SO will undertake to investigate whether that is due to
market falure, and if o, will examine the appropriate modifications to its market
rules with market participants.

7.2. Regulated Responses

If the NY1SO determines that there is no viable market- based response to meet an
identified religbility need, it will designate a regulated solution, that isfound to be both
timdy and viable, in the Comprehensive Reliability Plan Report.

7.2.1.

1.2.2.

7.2.3.

7.24.

7.2.5.

7.3. “Ggp’

The NY TOswill assume the backstop obligation to provide a regulated
solution to a need identified in the NY1SO’ s Rdliability Needs Assessment
Report, consdering al feasible adternatives, subject to the opporunity to fully
recover their prudently incurred costs.

The TO will submit their regulated proposd to the appropriate regulatory
agency(-ies) to begin the approvals process

Initsreview of the TOs regulated proposd, the NY SPSC will give deferenceto
the findings of the NY1SO’s Comprehensive Reliability Planning Process.

The NYISO, in conjunction with ESPWG, will develop the criteriafor hating a
regulated project that is aready underway because of the entry of avigble
market-based project that will meet the identified religbility need. Such criteria
shdl dso establish a cut-off point following which aregulated project may not
be cancelled regardless of the appearance of a market-based project.

The NY IS0, in conjunction with the PSC and ESPWG, will develop the
procedure for ensuring cost recovery for the TO for aregulated project that is
subsequently cancelled in accordance with NY 1SO procedures.

Solutions

If the NY SO determines that neither market-based proposals nor regulated proposals
can satidfy the identified reigbility needsin atimely manner, the NY SO will have the
discretion to seek a“gap” solution.

7.3.1.

7.3.2.

7.3.3.

The NY1SO Board will make the determination of the need to seek agap
solution, upon the recommendation of NY1SO Staff, with input from market
participants

Upon the NY1SO Board' s decision to issue arequest for a gap solution, the
NY TOswill assume the obligation to imediately propose such a solution for
consideration by the NY1SO and PSC.

Such gap proposal shdl congder dl feasble dternatives

14



7.3.4. Tothe extent possible, the gap solution should be temporary and provide
assurances that market-based proposals will not be economically harmed.

7.3.5. A permanent regulated solution, if appropriate, may proceed in pardld with gap
messures.

8. Comprehensive Réiability Plan [NEW SECTION]

Following the NY1SO’s evaluation of the proposed market-based and regulated responses
to the needs identified in the findl Reliability Needs Assessment Report, the NYISO will
prepare a comprehensive report (the “Comprehensive Rdiability Plan”) of its findings and
recommendations for transmission upgrades—if any—needed to ensure system reiability.

8.1. Stakeholder Review

At least two stakeholder review stages are anticipated in the Comprehensive Rdiability
Planning Process. Following review of the NY1SO Staff’ s Draft Comprehensive
Rdiability Plan by TPAS and ESPWG, a Find Dréft will be prepared which includes
input received from stakeholders, including the NY S PSC.

8.2. Committee Approvd
The Find Draft of the Comprehensive Rdiability Plan will then be forwarded to the OC
for avote. Interested representatives from the Business I ssues Committee (“BIC”) are
invited to attend the OC mesting at which the Draft Report is under congderation.

Following the OC vote, the Draft Report will be transmitted to the Management
Committee (*MC”) for avote.

8.3. Board Action
Following the MC vote, the Comprehensve Reliabiilty Plan resulting from the NY1SO
Comprehensive Rdiability Planning Process, with working group, OC and MC input,
will be forwarded to the NY1SO Board for action. Upon approval by the Board, the
Pan will befindized by NY1SO Staff.

9. Cos Allocation

[TO BE DEVELOPED]
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