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1.7b

1.7c

1.7d

Day-Ahead: Nominally, the twenty-four (24) hour period directly preceding the
Dispatch Day, except when this period may be extended by the ISO to
accommodate weekends and holidays.

Day-Ahead LBMP: The LBMPs calculated based upon the ISO’s Day-Ahead
Security Constrained Unit Commitment process.

Day-Ahead Market: The ISO Administered Market in which Capacity, Energy
and/or Ancillary Services are scheduled and sold Day-Ahead consisting of the
Day-Ahead scheduling process, price calculations and Settlements.

1.7d.1 Day-Ahead Reliability Unit: A Day-Ahead committed Resource which would

1.7¢

1.8

1.8a

1.8a.1

1.8b

Issued by:
Issued on:

not have been committed but for the commitment request by a Transmission
Owner in order to meet the reliability needs of the Transmission Owner’s local
system which request was made known to the ISO prior to the close of the Day-
Ahead Market.

Decremental Bid: A monotonically increasing Bid Price curve provided by an
entity engaged in a Bilateral Import or Internal Transaction to indicate the LBMP
below which that entity is willing to reduce its Generator’s output and purchase
Energy in the LBMP Markets, or by an entity engaged in a Bilateral Wheel
Through transaction to indicate the Congestion Component cost below which
that entity is willing to accept Transmission Service.

Delivering Party: The entity supplying Capacity and Energy to be transmitted at
Point(s) of Receipt.

Demand Side Resources: A Resource that results in the control of a Load in a
responsive, measurable, and verifiable manner and within time limits established
in the ISO Procedures.

Dennison Scheduled Line: A transmission facility that interconnects the NYCA
to the Hydro Quebec Control Area at the Dennison substation, located near
Massena, New York and extends through the province of Ontario, Canada (near
the City of Cornwall) to the Cedars substation in Quebec, Canada.

Dependable Maximum Net Capability (“DMNC”): The sustained maximum
net output of a Generator, as demonstrated by the performance of a test or
through actual operation, averaged over a continuous time period as defined in

the ISO Procedures.

Stephen G. Whitley, President Effective: October 28, 2008
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1.9  Designated Agent: Any entity that performs actions or functions on behalf of the
Transmission Owner, an Eligible Customer, or the Transmission Customer
required under the Tariff.

1.9a Desired Net Interchange (“DNI”’): A mechanism used to set and maintain the
desired Energy interchange (or transfer) between two Control Areas; it is

Issued by: Stephen G. Whitley, President Effective: October 28, 2008
Issued on: August 18, 2008



New York Independent System Operator, Inc. Fifth Revised Sheet No. S1A
FERC Electric Tariff Superseding Fourth Revised Sheet No. S1A

Original Volume No. 1

1.42¢ Supplemental Resource Evaluation (“SRE”): A determination of the least cost
selection of additional Generators, which are to be committed, to meet:
(i) changed or local system conditions for the Dispatch Day that may cause the
Day-Ahead schedules for the Dispatch Day to be inadequate to meet the reliability
requirements of the Transmission Owner’s local system or to meet Load or
reliability requirements of the ISO; or (ii) forecast Load and reserve requirements
over the six-day period that follows the Dispatch Day.

1.43 System Impact Study: An assessment by the ISO of (i) the adequacy of the NYS
Transmission System to accommodate a request to build facilities in order to
create incremental transfer capability, resulting in incremental TCCs, in
connection with a request for either Firm Point-To-Point Transmission Service or
Network Integration Transmission Service; and (ii) the additional costs to be
incurred in order to provide the incremental transfer capability.

1.43a Tangible Net Worth: The value, determined by the ISO, of all of a Customer’s
assets less both: (i) the amount of the Customer’s liabilities and (ii) all of the
Customer’s intangible assets, including, but not limited to, patents, trademarks,
franchises, intellectual property, and goodwill.

1.44 Third Party Sale: Any sale for resale in interstate commerce to a Power
Purchaser that is not designated as part of Network Load under the Network

Integration Transmission Service.
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Energy schedules for all Wheels Through and Exports. For the ISO Services
Charge calculated pursuant to Sections 2.B.2, 2.B.3, and 2.B.4 of this Rate
Schedule, the Transmission Customer’s billing units shall be based on the Actual
Energy Withdrawals for all Transmission Service to supply Load in the NYCA,
and hourly Energy schedules for all Wheels Through and Exports. To the extent
Schedule 1 charges are associated with meeting the reliability needs of a local
system, the billing units for such charges will be based on the Actual Energy
Withdrawals in the sub-zone(s) where the Resource needed to meet the reliability
need is located. To £he e;(tent Schedule 1 charges are associated with payments
made for supplemental payments and Demand Reduction Incentivve payments to
Demand Reduction Providers, the billing units of such charges shall be based on
Actual Energy Withdrawals to supply Load in the NYCA according to the
methodology described in Attachment R. To the extent that the sum of all
Bilateral Schedules and all Day-Ahead Market purchases to service Load in the
Day-Ahead schedule is less than the ISO’s Day-Ahead forecast of Load and the
ISO commits Resources in addition to the reserves it normally maintains to enable
itto réspond to contingencies to meet the ISO’s Day-Ahead forecast of Load,
charges associated with the costs of Bid Production Cost Guarantees for the
additional Resources committed Day-Ahead to meet the ISO’s Day-Ahead
forecast of Load shall be allocated to Transmission Customers who are not

bidding as Suppliers according to the Methodology described in Attachment T.
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(iv) payments of the real-time TUC to Transmission Customers that reduced their schedules
for that hour after the Day-Ahead commitment; (v) payments of Congestion Rents collected for that
hour in the Day-Ahead schedule to Primary Holders of TCCs; (vi) settlements with Transmission
Owners for losses revenue variances; and (vii) positive Net Congestion Rents collected in that hour.

B. Bid Production Guarantees

The ISO’s costs also include the costs associated with differences between the amounts
bid by generating facilities that have been committed and scheduled by the ISO to provide
Energy and certain Ancillary Services, and the actual revenues received by these generating
facilities for providing such Energy and Ancillary Services. Where the costs are incurred to
compensate a Resource for meeting the reliability needs of a local system, the associated charge
shall apply only to Transmission Customers serving Load in the Load Zone(s) or sub-zone where
the Resource is located. The ISO’s costs also include the costs associated with payments made
for supplemental payments and Demand Reduction Incentive payments to Demand Reduction

Providers.
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+ The Marginal Losses Component of the LBMP at each location shall be calculated as
the product of the LBMP calculated for the Reference Bus (according to Section LA.1)
and a quantity equal to the delivery factor produced by RTD for that location minus
one.

+ The Congestion Component of the LBMP at each such location shall be calculated as
the LBMP at that location, minus the LBMP calculated for the Reference Bus
(according to Section I.A.1), minus the Marginal Losses Component of the LBMP at
that location.

B. Day-Ahead LBMP Calculation Procedures

LBMPs in the Day-Ahead Market are calculated using five passes. The first two passes

are commitment and dispatch passes, Passes 4, 5 and 6 are dispatch only passes.

Pass 1 consists of a least cost commitment and ideal dispatch to meet Bid Load and

reliable operation of the NYS Power System that assumes that all Fixed Block Units are
dispatchable on a “flexible basis” (they can be dispatched anywhere between zero (0) MW and

their maximum Capacity) and that includes Day-Ahead Reliability Units.
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In Step 1C, generation offer prices that exceed the conduct threshold are mitigated for
those hours and zones in which the impact test was met in Step 1B. The mitigated offer prices
together with the original unmitigated offer price of units whose offer prices were not subject to
mitigation, or did not trigger the conduct or impact thresholds, are used to commit generation and
dispatch energy to meet Bid Load. This step is also a complete iteration of the Security
Constrained Unit Commitment process. At the end of Step 1C, Fixed Block Units, Import offers,
Export Bids, virtual supply and demand Bids, and committed non-Fixed Block Units are again
dispatched to meet Bid Load, with Fixed Block Units treated as dispatchable on a flexible basis.
~ LBMPs are calculated from this dispatch. T

All non-Fixed Block Units committed in the final step of Pass 1 (which could be either
step 1A, 1B, 1C, or 1D depending on activation of the AMP) are blocked on at least to minimum
load in Passes 4 through 6. The cost of meeting local system reliability is determined in Pass 1.

Pass 2 consists of a least cost commitment and dispatch of Fixed Block Units, Import
offers, Export Bids, and non-Fixed Block Units to meet forecast Load requirements in excess of
Bid Load, considering the Wind Energy Forecast, that minimizes the cost of incremental
Minimum Generation and Start Up Bids, given revenues for Minimum Generation Energy based
on LBMPs calculated in Pass 1, and assumes all Fixed Block Units are dispatchable on a flexible
basis. Incremental Import Capacity needed to meet forecast Load requirements is determined in
Pass 2. Fixed Bloék Units dispatched in this pass are not blocked on in Pass 6. Non-Fixed Block
Units committed in this step are blocked on at least to minimum Load in Passes 4 through 6.

Intermittent Power Resources that depend on wind as their fuel committed in this pass as a result

of the consideration of the Wind Energy Forecast are not blocked in Passes 5 or 6.
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Pass 3 is reserved for future use.
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2.35 Day-Ahead

Nominally, the twenty-four (24) hour period directly preceding the Dispatch Day,
except when this period may be extended by the ISO to accommodate weekends and holidays.
2.36 Day-Ahead LBMP

The LBMPs calculated based upon the 1SO’s Day-Ahead Security Constrained Unit
Commitment process.
2.36a Day-Ahead Margin

That portion of Day-Ahead LBMP for an SCD interval that represents the difference
between the Supplier’s accepted Bid Price and the Day-Ahead LBMP for that interval.
2.36b Day-Ahead Margin Assurance Payment

A supplemental payment made to an eligible Supplier that buys out of a Day-Ahead
Energy, Regulation Service, or Operating Reserves schedule in a manner that reduces its Day-
Ahead Margin. Rules for calculating these payments, and for determining Suppliers’ eligibility
to receive them, are set forth in Attachment J to this ISO Services Tariff.
2.37 Day-Ahead Market

The ISO Administered Market in which Capacity, Energy and/or Ancillary Services are
scheduled and sold Day-Ahead consisting of the Day-Ahead scheduling process, price
calculations and Settlements.
2.37a Day-Ahead Reliability Unit

A Day-Ahead committed Resource which would not have been committed but for the

commitment request by a Transmission Owner in order to meet the reliability needs of the
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Transmission Owner’s local system which request was made known to the ISO prior to the close

of the Day-Ahead Market.

2.38 Decremental Bid
A monotonically increasing Bid curve provided by an entity engaged in a Bilateral

Import or Internal Transaction to indicate the LBMP below which that entity is willing to reduce

its Generator’s
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the NYS Transmission System are operated in a more conservative manner by reducing

transmission transfer limits.

2.174 Strandable Costs

Prudent and verifiable expenditures and commitments made pursuant to a Transmission
Owner’s legal obligations that are currently recovered in the Transmission Owner’s retail or
wholesale rate that could become unrecoverable as a result of a restructuring of the electric
utility industry and/or electricity market, or as a result of retail-turned-wholesale customers, or
customers switching generation or Transmission Service suppliers.

2.175 Stranded Investment Recovery Charge

A charge established by a Transmission Owner to recover Strandable Costs.
2.176 Supplemental Resource Evaluation ("SRE")

A determination of the least cost selection of additional Generators, which are to be
committed, to meet: (i) changed or local system conditions for the Dispatch Day that may cause
the Day-Ahead schedules for the Dispatch Day to be inadequate to meet the reliability
requirements of the Transmission Owner’s local system or to meet Load or reliability
requirements of the ISO; or (ii) forecast Load and reserve requirements over the six-day period
that follows the Dispatch Day.

2.177 Supplier

A Party that is supplying the Capacity, Demand Reduction, Energy and/or associated

Ancillary Services to be made available under the ISO OATT or the ISO Services Tariff,

including Generators and Demand Side Resources that satisfy all applicable ISO requirements.
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substitute higher quality Ancillary Services (i.e., shorter response time) for lower quality
Ancillary Services when doing so would result in an overall least bid cost solution. For example,
10-Minute Non-Synchronized Reserve may be substituted for 30-Minute Reserve if doing so
would reduce the total bid cost of providing Energy and Ancillary Services.

4.2.4.1 Reliability Forecast for the Dispatch Day

At the request of a Transmission Owner to meet the reliability of its local system, the ISO
may incorporate into the ISO’s Security Constrained Unit Commitment constraints specified by
the Transmission Owner.

A Transmission Owner may request commitment of certain Generators for a Dispatch
Day if it determines that certain Generators are needed to meet the reliability of its local system.
Such request shall be made before the Day-Ahead Market for that Dispatch Day has closed if the
Transmission Owner knows of the need to commit certain Generators before the Day-Ahead
Market close.

A Transmission Owner may request commitment of additional Generators for a Dispatch
Day following the close of the Day-Ahead Market to meet changed or local system conditions
for the Dispatch Day that may cause the Day-Ahead schedules for the Dispatch Day to be
inadequate to ensure the reliability of its local system. The ISO will use SRE to fulfill a

Transmission Owner’s request for additional units.
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All requests by Transmission Owners to commit Generators, pursuant to this
Section 4.2.4.1, shall be posted upon receipt on the ISO website following the close of the Day-
Ahead Market.

After the Day-Ahead schedule is published, the ISO shall evaluate any events, including,
but not limited to, the loss of significant Generators or transmission facilities that may cause the
Day-Ahead schedules to be inadequate to meet the Load or reliability requirements for the
Dispatch Day.

In order to meet Load or reliability requirements in response to such changed conditions
the ISO may: (i) commit additional Resources, beyond those committed Day-Ahead, using a
SRE and considering (a) Bids submitted to the ISO that were not previously accepted but were
designated by the bidder as continuing to be available; or (b) new Bids from all Suppliers,
including neighboring systems; or (ii) take the following actions: (a) after providing notice,
require all Resources to run above their UOLxs, up to the level of their UOLgs (pursuant to ISO
Procedures) and/or raise the UOLys of Capacity Limited Resources and Energy Limited
Resources to their UOLg levels, or (b) cancel or reschedule transmission facility maintenance
outages when possible. Actions taken by the ISO in performing supplemental commitments will
not change any financial commitments that resulted from the Day-Ahead Market
4.2.5 Reliability Forecast for the Six Days Following the Dispatch Day

In the SCUC progfam, system operation shall be optimized based on Bids over the

Dispatch Day. However, to preserve system reliability, the ISO must ensure that there will be
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provide the Transmission Owner with the Load forecast (for seven (7) days) as well as the ISO
security evaluation data to enable local area reliability to be assessed.
4.2.7 Day-Ahead LBMP Market Settlements

The ISO shall calculate the Day-Ahead LBMPs for each Load Zone and at each
Generator bus and Demand Reduction Bus as described in Attachment B. Each Supplier that
bids a Gre_;neratgrﬂinto the ISO Dgy—Ahead Market and is scheduled in the SCUC to sell Energy in
the Day-Ahead Market will be paid the product of: (a) the Day-Ahead hourly LBMP at the
applicable Generator bus; and (b) the hourly Energy schedule. For each Demand Reduction
Provider that bids a Demand Reduction into the Day-Ahead Market and is scheduled in SCUC to
provide Energy from the Demand Reduction, the LSE providing Energy service to the Demand
Side Resource that accounts for the Demand Reduction shall be paid the product of: (a) the Day-
Ahead hourly LBMP at the applicable Demand Reduction Bus; and (b) the hourly demand

reduction scheduled Day-Ahead (in MW). In addition, each Demand Reduction Provider that

bids a Demand Reduction into the
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The ISO shall publish the Day-Ahead Settlement Load Zone LBMPs for each hour in the

scheduling horizon (nominally twenty-four (24) hours). The ISO shall then close the Day-Ahead
Settlement.

4.3 In-Day Scheduling Changes
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After the Day-Ahead schedule is published, the ISO shall normally grant requests by
Capacity Limited Resources and Energy Limited Resources for reductions from Day-Ahead
schedules to their UOLys for any hour(s) in which they are scheduled above their UOLs.
However, the ISO may schedule such Resources to provide Energy in the Real-Time Market in
an amount up to its Day-Ahead schedule during the relevant hour(s) at a price no higher than the

relevant Day-Ahead offer price when it is needed to prevent or to address an Emergency.
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The ISO will not recall Energy produced by a Generator serving External Load to the
extent that the Generator is not providing Installed Capacity (and has not indicated that it wishes
to qualify as a provider of Installed Capacity) in the NYCA. The ISO shall take action, including
manual intervention, to schedule Export Transactions from Generators that have Available
Generating Capacity and that have supplied installed Capacity to entities serving Load located in
an External Control Area when the External Control Area issues a notification requiring such
Generators to supply Energy, provided however, that any Transaction may be Curtailed in
response to the invocation of Transmission Loading Relief procedures by the ISO or by operators
of other Control Areas. Energy from non-Installed Capacity providers in New York which is
being Supplied outside the NYCA could be purchased by the ISO, pursuant to ISO Procedures,
should an emergency exist in the NYCA, provided however that Energy from Generators that
have supplied installed Capacity io entities serving Load located in an External Control Area that
are responding to a notification by the External Control Area that requires such Generators to
supply Energy, may not be purchased by the ISO should a capacity resource emergency exist in

the NYCA.
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Attachment B
« The Marginal Losses Component of the LBMP at each location shall be calculated as
the product of the LBMP calculated for the Reference Bus (according to Section L.A.1)
and a quantity equal to the delivery factor produced by RTD for that location minus
one. |
« The Congestion Component of the LBMP at each such location shallibe calculated as
the LBMP at that location, minus the LBMP calculated for the Refereﬁce Bus
(according to Section LA.1), minus the Marginal Losses Component of the LBMP at
that location.
B. Day-Ahead LBMP Calculation Procedures
LBMPs in the Day-Ahead Market are calculated using five passes. The first two passes
are commitment and dispatch passes, Passes 4, 5 and 6 are dispatch only passes.
Pass 1 consists of a least cost commitment and ideal dispatch to meet Bid Load and
reliable operation of the NYS Power System that assumes that all Fixed Block Units are
dispatchable on a “flexible basis” (they can be dispatched anywhere between zero (0) MW and

their maximum Capacity) and that includes Day-Ahead Reliability Units.
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mitigated offer prices, together with the original unmitigated offer price of units whose offer
prices were not subject to mitigation, or did not trigger the conduct or impact thresholds, are used
to commit generation and dispatch energy to meet Bid Load. This step is also a complete
iteration of the Security Constrained Unit Commitment process. At the end of Step 1C, Fixed
Block Units, Import offers, Export Bids, virtual supply and demand Bids, and committed non-
Fixed Block Units are again dispatched to meet Bid Load, with Fixed Block Units treated as
dispatchable on a flexible basis. LBMPs are calculated from this dispatch.

All non-Fixed Block Units committed in the final step of Pass 1 (which could be either
step 1A, 1B, or 1C depending on activation of and the AMP) are blocked on at least to minimum
load in Passes 4 through 6. The cost of meeting local system reliability is determined in Pass 1.

Pass 2 consists of a least cost commitment and dispatch of Fixed Block Units, Import
offers, Export Bids, and non-Fixed Block Units to meet forecast Load requirements in excess of
Bid Load, considering the Wind Energy Forecast, that minimizes the cost of incremental
Minimum Generation and Start Up Bids, given revenues for Minimum Generation Energy based
on LBMPs calculated in Pass 1, and assumes all Fixed Block Units are dispatchable on a flexible
basis. Incremental Import Capacity needed to meet forecast Load requirements is determined in
Pass 2. Fixed Block Units dispatched in this pass are not blocked on in Pass 6. Non-Fixed Block
Units committed in this step are blocked on at least to minimum Load in Passes 4 through 6.
Intermittent Power Resources that depend on wind as their fuel committed in this pass as a result

of the consideration of the Wind Energy Forecast are not blocked in Passes 5 or 6.
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Pass 3 is reserved for future use.
Pass 4 consists of a least cost dispatch to forecast Load. It is not used to set schedules or
prices. It is used for operational purposes and provides a dispatch of Fixed Block Units, Import

offers, Export Bids and the non-
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Attachment H

a) If an In-City Generator is scheduled in any hour in the Day-Ahead Market
to meet the reliability needs of a local system, the ISO will set the In-City Generator’s Start-Up
Bid to the lower of the Bid or the applicable reference level. In each hour an In-City Generator is
scheduled in the Day-Ahead Market to meet the reliability needs of a local system, the ISO will
set the In-City Generator’s Minimum Generation Bid to the lower of the Bid or the applicable

reference level.

53  Market Power Mitigation Measures Applicable to Sales of Spinning
Reserves

a) Local reliability rules require that specified amounts of Spinning Reserves -
be provided by In-City Generators. The Spinning Reserve-capable portion of each Generator
located in New York City must be made available to the ISO for purposes of meeting the New
York City Spinning Reserve requirement.

b) The market power mitigation measures applicable to Spinning Reserves
will be implemented when the ISO’s least-cost dispatch requires that one or more of the
Generators located in New York City be committed to meet the In-City Spinning Reserve
requirement. For any day that an In-City Generator is committed to meet the In-City Spinning
Reserve requirement under circumstances where the Generator would not otherwise have been
committed under the ISO’s least-cost dispatch, the market power mitigation measures applicable
to unit commitments, as described in Section 5.2, would apply.
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