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38.1 Definitions

Whenever used in the Generator Deactivation Process requirements in this Section 38
with initial capitalization, the following terms shall have the meaning specified in this Section
38.1. Terms used in this Section 38 with initial capitalization that are not defined in this Section
38.1 shall have the meanings specified in Section 31.1.1 of Attachment Y of the ISO OATT or, if

not defined therein, in Section 1 of the ISO OATT or Section 2 of the 1SO Services Tariff.

Developer: A person or entity, including a Transmission Owner, sponsoring or proposing a
solution to a Generator Deactivation Reliability Need pursuant to this Attachment FF.

Generator Deactivation Assessment: The ISO’s analysis, in coordination with the Responsible
Transmission Owner(s), of whether a Generator Deactivation Reliability Need will result from a
Generator becoming Retired, entering into a Mothball Outage, or being unavailable due to an
ICAP Ineligible Forced Outage.

Generator Deactivation Assessment Start Date: The date on which: (i) the ISO issues a
written notice to a Market Participant pursuant to Section 38.3.1.4 indicating that the Generator
Deactivation Notice for its Generator is complete, or (ii) a Market Participant’s Generator enters
into an ICAP Ineligible Forced Outage pursuant to Section 5.18.2.1 of the ISO Services Tariff.

Generator Deactivation Notice: The form set forth in Section 38.24 (Appendix A) of this
Attachment FF.

Generator Deactivation Process: The process set forth in this Attachment FF by which the
ISO evaluates and addresses the reliability impacts resulting from: (i) a Market Participant
providing notice for its Generator to become Retired or enter into a Mothball Outage or (ii) a
Market Participant’s Generator entering into an ICAP Ineligible Forced Outage.

Generator Deactivation Reliability Need: A condition identified by the ISO in a Generator
Deactivation Assessment as a violation or potential violation of one or more Reliability Criteria
and applicable local criteria.

Generator Deactivation Solution: A solution to address a Generator Deactivation Reliability
Need, which may include the Initiating Generator, a solution proposed pursuant to Section 38.4,
or a Generator identified by the ISO pursuant to Section 38.5.

Generator Owner: (a) the entity or entities that have executed an RMR Agreement and assumed
ultimate responsibility for the operation of an RMR Generator and its participation in the 1SO
Administered Markets; (b) the entity or entities that have indicated their willingness to execute
an RMR Agreement and assume ultimate responsibility for the operation of an RMR Generator
and its participation in the ISO Administered Markets by submitting a filing to FERC proposing
a rate for providing RMR service or seeking to recover the cost of Capital Expenditures; or ()
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the entity or entities that possess ultimate responsibility for the operation of an Interim Service
Provider and its participation in the ISO Administered Markets. The Generator Owner may be a
Market Party and/or a Market Participant, may include one or more Market Parties and/or
Market Participants, or may participate in the ISO Administered Markets by and through one or
more Market Parties and/or Market Participants.

Initiating Generator: A Generator that submits a Generator Deactivation Notice for purposes
of becoming Retired or entering into a Mothball Outage or that has entered into an ICAP
Ineligible Forced Outage pursuant to Section 5.18.2.1 of the ISO Services Tariff, which action is
being evaluated by the ISO in accordance with its Generator Deactivation Process requirements
in this Section 38 of the ISO OATT.

Interim Service Provider: A Generator that must remain in service during the 365 days that
follow the Generator Deactivation Assessment Start Date beyond the later of (a) the 181 day of
the 365 day period, or (b) the Generator’s requested deactivation date. Interim Service Providers
are compensated in accordance with Rate Schedule 8 to the Services Tariff.

Market Party: Any person or entity that is, or proposes or plans (including any participant
therein,) a project that would be, a buyer or a seller in, or that makes bids or offers to buy or sell
in, or that schedules or seeks to schedule Transactions with the 1SO in or affecting any of the
ISO Administered Markets, or any combination of the foregoing.

Near-Term Generator Deactivation Reliability Need: A Generator Deactivation Reliability
Need that the ISO determines will arise within three years of the conclusion of the 365 days that
follow the Generator Deactivation Assessment Start Date.

Responsible Transmission Owner: The Transmission Owner or Transmission Owners
designated by the ISO pursuant to this Attachment FF: (i) to conduct the necessary reliability
studies to review the impact of a Generator’s proposed deactivation on the reliability of the non-
BPTFs that are part of the New York State Transmission System, (ii) to prepare a Generator
Deactivation Solution and, if required, a conceptual permanent solution to address a Generator
Deactivation Reliability Need, and (iii) to proceed with a Generator Deactivation Solution if
directed to do so by the ISO. The Responsible Transmission Owner will normally be the
Transmission Owner in whose Transmission District the ISO identifies a Generator Deactivation
Reliability Need and/or that owns a transmission facility on which a Reliability Need arises.

RMR Service Offer: An offer submitted to the ISO by a Generator to provide RMR service.

RMR Start Date: The date an RMR Generator begins participating, offering, and operating in
the 1ISO Administered Markets pursuant to the 1ISO Tariff rules that apply to RMR Generators
and the terms of an RMR Agreement.

Viable and Sufficient: Term that describes a proposed Generator Deactivation Solution that the
ISO has determined in accordance with Section 38.6 to be viable and sufficient to satisfy the
identified Generator Deactivation Reliability Need individually or in conjunction with other
solutions.
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38.2 Scope of Generator Deactivation Process

The Generator Deactivation Process set forth in this Attachment FF establishes the
process by which the ISO will address a Generator Deactivation Reliability Need that results
from a Generator becoming Retired, entering into a Mothball Outage, or being unavailable due to
an ICAP Ineligible Forced Outage. Pursuant to this process, the 1SO will first determine through
a Generator Deactivation Assessment whether a Generator Deactivation Reliability Need would
result from a Generator’s deactivation. If the Generator Deactivation Assessment identifies a
Generator Deactivation Reliability Need that cannot timely be addressed through the ISO’s
biennial reliability planning process, the ISO will solicit and evaluate market-based and
regulated Generator Deactivation Solutions to address the need, including, but not limited to,
entering into an RMR Agreement with the Initiating Generator. Rules addressing cost allocation
for Generator Deactivation Solutions are set forth in Section 38.22. Rules addressing cost
recovery for Generator Deactivation Solutions are set forth in Section 38.23, Rate Schedules 14

and 16 to the 1ISO OATT, and Rate Schedule 8 to the ISO Services Tariff.
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38.3 Generator Deactivation Requirements

38.3.1 Requirements for Initiating Generator Seeking to Be Retired or Enter into Mothball
Outage

38.3.1.1 A Market Participant must provide the ISO with a minimum of 365 days prior
notice (such period beginning after its Generator Deactivation Notice has been
determined to be complete by the ISO) before its Generator may be Retired or enter into a
Mothball Outage; except for Generators reclassified as Retired pursuant to Sections
5.18.2.3.1 or 5.18.3.3.1 of the ISO Services Tariff, or as provided for an RMR Generator
under an RMR Agreement.

38.3.1.2 The Market Participant shall provide this notice to the 1ISO by submitting a
Generator Deactivation Notice in the form set forth in Appendix A to this Attachment FF,
along with all information required by that form, the supporting certification from a duly
authorized officer, and the information required for an Initiating Generator in accordance
with Sections 38.25.2, and 38.25.5 through 38.25.7 of Appendix B of this Attachment FF.

38.3.1.3 The Market Participant must specify in the Generator Deactivation Notice its
proposed date for its Generator to be Retired or enter into a Mothball Outage.

38.3.1.4 The 365-day notice period applicable to a Generator proposing to be Retired or
enter into a Mothball Outage will begin to run when the 1SO issues a written notice to the
Market Participant indicating that the Generator Deactivation Notice, including the
supporting information and certification, is complete. For purposes of this Attachment
FF, “complete” shall mean sufficiently complete for the ISO to begin its review of the
reliability impacts that would result from a Generator being Retired or entering into a
Mothball Outage under this Attachment FF, and to review as required by Sections 38.7

and 38.8 the information provided in accordance with Appendix B of this Attachment FF.
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38.3.1.5 Within ten (10) business days of receiving a Generator Deactivation Notice, the
ISO shall review the notice form, along with the supporting information and affidavit
submitted with it, and will inform the Market Participant whether its submission is
complete or whether additional information is required. The Market Participant shall
provide the ISO with any requested additional information, and the ISO will promptly
review the information to determine whether the Market Participant’s notice is complete.
Within ten (10) business days of the 1SO receiving all additional information it requested,
the ISO will inform the Market Participant whether its submission is complete, or
whether further information is needed. Upon its determination that a submitted
Generator Deactivation Notice is complete, the ISO will concurrently notify the
Generator and post a notice on its website that the Generator Deactivation Notice has
been determined to be complete.

38.3.1.6  The Market Participant has a continuing obligation to promptly submit any
additional information requested by the ISO in connection with the 1SO’s evaluation
under this Attachment FF, as required by Section 38.25.4 of Appendix B of Attachment
FF, and assessment of market impacts under Section 23 of Attachment H of the ISO

Services Tariff.
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38.3.2 Requirements for Initiating Generator that Has Entered into ICAP Ineligible Forced
Outage

Within 20 days of a Market Participant’s Generator entering into an ICAP Ineligible
Forced Outage, the Market Participant shall submit the information required for an Initiating
Generator in accordance with Sections 38.25.2 and 38.25.5 through 38.25.7 of Appendix B of
this Attachment FF. It shall also provide the information required by Section 38.25.4 of
Appendix B of this Attachment FF.

38.3.3 Immediate Reliability Need

The ISO may take immediate action to implement an interim solution to maintain
reliability if: (i) the 1SO identifies a threat to the reliability of the New York State Power System
as a result of a Forced Outage of a Generator, and (ii) the ISO determines that the resulting
reliability need may not be timely addressed through the normal Generator Deactivation Process.
To maintain reliability in such circumstances, the ISO may abbreviate, as necessary, the time
periods and requirements set forth in this Attachment FF and make any necessary filings with the
Commission.

38.3.4 Performance of Generator Deactivation Assessment

38.3.4.1 Following the Generator Deactivation Assessment Start Date, the ISO will
perform, in coordination with the Responsible Transmission Owner(s) identified by the 1SO, a
Generator Deactivation Assessment concerning the Initiating Generator. The 1ISO will conduct
the necessary reliability studies to review the impact on the reliability of the BPTFs that would
result from the Generator being Retired, entering into a Mothball Outage, or being unavailable
due to an ICAP Ineligible Forced Outage. The Responsible Transmission Owner(s) will conduct
the necessary reliability studies to review the impact on the reliability of the non-BPTFs that are

part of the New York State Transmission System, which studies the ISO will review and verify.
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For the Generator Deactivation Assessment, the ISO will use the most recent base case from the
reliability planning process, updated in accordance with 1ISO Procedures. The study period for
the assessment will be the five years following the conclusion of the 365-day notice period. The
ISO will review the key study assumptions with its stakeholders.

38.3.4.2 As part of the assessment, the ISO shall review whether any potential Generator
Deactivation Reliability Need can be addressed through the adoption of alternative I1SO or
Transmission Owner operating procedures or by updates to Local Transmission Owner Plans,
other than an agreement with the Generator addressed in the Generator Deactivation Notice or a
Generator already in a Mothball Outage, an ICAP Ineligible Forced Outage, or that has been
mothballed since before May 1, 2015.

38.3.4.3 Within ninety days of the Generator Deactivation Assessment Start Date, the
ISO shall concurrently notify the Initiating Generator and post on its website the results of the
Generator Deactivation Assessment. The assessment will specify: (i) whether a Generator
Deactivation Reliability Need would arise from an Initiating Generator being Retired, entering
into a Mothball Outage, or being unavailable due to an ICAP Ineligible Forced Outage, and (ii)
whether the ISO has determined that any Generator Deactivation Reliability Need can be timely
addressed in the current or next planning cycle of the biennial reliability planning process, or
must be addressed using this Generator Deactivation Process. The Generator Deactivation
Process will conclude if the Generator Deactivation Assessment: (i) does not identify a
Generator Deactivation Reliability Need, or (ii) states that a Generator Deactivation Reliability
Need identified in the assessment will be addressed in the biennial reliability planning process.
The Generator Deactivation Assessment will also state whether the Generation Deactivation

Reliability Need is only a reliability need on non-BPTFs for which solely the Responsible
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Transmission Owner may propose a regulated transmission Generator Deactivation Solution.
Any Generator that the 1ISO determines is Viable and Sufficient may participate as a Generator
Deactivation Solution to part or all of a Generator Deactivation Reliability Need that is only a
reliability need on the non-BPTFs.

38.3.5 Near-Term Generator Deactivation Reliability Needs

38.3.5.1 As part of the Generator Deactivation Assessment, the ISO will determine: (i)
whether there is a Near-Term Generator Deactivation Need, and (ii) whether there is sufficient
time to perform a selection process among proposed regulated transmission solutions to address
the Near-Term Generator Deactivation Need.

38.3.5.2 If the ISO determines that a Generator Deactivation Reliability Need is a Near-
Term Generator Deactivation Reliability Need, the 1SO shall:

38.35.2.1 Include an explanation in the Generator Deactivation Assessment of the
Near-Term Generator Deactivation Reliability Need in sufficient detail, including the
reliability criteria violations and system conditions, to allow stakeholders to
understand the need and why it is time sensitive.

38.3.5.2.2 Provide to stakeholders and post on its website a full and supported
written explanation of the ISO’s decision to solicit a regulated, non-generation
Generator Deactivation Solution solely from a Responsible Transmission Owner,
including an explanation of the other transmission and non-transmission options that
the ISO considered, but concluded would not sufficiently address the Near-Term
Generator Deactivation Reliability Need, the circumstances that generated the need,
and an explanation of why the need was not identified earlier. In assessing the

availability of other transmission or non-transmission options, the ISO will identify
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any projects pending in the ISO’s interconnection and transmission expansion
processes or otherwise pending in the 1ISO’s planning processes that may be capable
of satisfying the Near-Term Generator Deactivation Reliability Need. In making this
determination, the ISO will consider: (i) the nature of the reliability criteria violation
(e.g., resource adequacy, transmission security), (ii) the characteristics and types of
potential solutions considered, and (iii) projected construction time for potential
solutions to the type of reliability criteria violation to be addressed. Any Generator
that the ISO determines is Viable and Sufficient may participate as a Generator
Deactivation Solution to part or all of a Generator Deactivation Reliability Need that
is only a reliability need on the non-BPTFs.
38.3.5.2.3 Provide the appropriate stakeholder working group a reasonable opportunity
to provide comments to the ISO on the written explanation.
38.3.5.3 The ISO shall maintain and post on its website a list of all transmission solutions
selected by the ISO in prior years to be built in response to Near-Term Generator Deactivation
Reliability Needs for which the ISO designated solely the Responsible Transmission Owner to
propose a regulated Generator Deactivation Solution. The list must include the Near-Term
Generator Deactivation Reliability Need, the identity of the designated Responsible
Transmission Owner, the transmission solution selected by the ISO, its in-service date, and the
date on which the Responsible Transmission Owner energized or otherwise implemented the
transmission solution. The ISO shall file the list with the Commission as an informational filing
in January of each year covering the designations of the prior calendar year, if the ISO selected a
Responsible Transmission Owner’s regulated transmission solution to a Near-Term Generator

Deactivation Reliability Need in the prior year.
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38.3.6 Deactivation Prior to the Expiration of the 365 Day Notice Period

If: (i) the ISO determines in the Generator Deactivation Assessment either that a
Generator Deactivation Reliability Need would not arise from a Market Participant’s Generator
being Retired or entering into a Mothball Outage, or that the need can be timely addressed in the
ISO’s biennial reliability planning process, and (ii) the Market Participant indicated in the
Generator Deactivation Notice an interest in deactivating its Generator earlier than the
completion of the 365-day notice period, then the 1ISO will notify the Market Participant when its
Generator may be Retired or enter into a Mothball Outage, which deactivation date shall be no

earlier than 91 days after the Generator Deactivation Assessment Start Date.
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Solicitation of Generator Deactivation Solutions to a Generator Deactivation
Reliability Need

If the Generator Deactivation Assessment determines that a Generator
Deactivation Reliability Need must be addressed in the Generator Deactivation Process,
the ISO shall solicit Generator Deactivation Solutions to address the Generator
Deactivation Reliability Need. A Developer must submit a proposed Generator
Deactivation Solution within sixty (60) days of the ISO’s request. This Section 38.4 does
not apply to a Market Participant’s Generator that is in a Mothball Outage, an ICAP
Ineligible Forced Outage, or has been mothballed since before May 1, 2015. The Market
Participant for such a Generator may instead submit a statement of intent to participate in
the Generator Deactivation Process and satisfy the other requirements set forth in Section
38.5.

In response to the ISO’s solicitation of proposed Generator Deactivation
Solutions:
38.4.2.1 The Responsible Transmission Owner must submit a proposed Generator

Deactivation Solution. The proposed solution must, to the extent practicable,
completely address the Generator Deactivation Reliability Need and satisfy the
project information requirements in Sections 31.2.4.4.1, 31.2.4.4.2, and 31.2.6.5.1.1
of Attachment Y of the ISO OATT. The Responsible Transmission Owner’s
proposed Generator Deactivation Solution may include transmission, demand
response, or generation resources; provided, however, only the ISO may enter into an
RMR Agreement with a Generator to address the Generator Deactivation Reliability
Need. The Responsible Transmission Owner may only allocate and recover under the

ISO OATT the costs of a transmission solution in accordance with the requirements
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in Sections 38.22 and 38.23. If the Generator Deactivation Reliability Need is only a
reliability need on non-BPTFs, then the Responsible Transmission Owner must
submit a permanent Generator Deactivation Solution. If the ISO determines, after
considering input from the Responsible Transmission Owner, that the Responsible
Transmission Owner’s proposed Generator Deactivation Solution is an interim
solution, then the Responsible Transmission Owner must also submit a conceptual
permanent solution to address the Generator Deactivation Reliability Need.

38.4.2.2 Any Developer may submit a proposed market-based Generator Deactivation
Solution. A market-based Generator Deactivation Solutions may include generation,
transmission, or demand response solutions and must satisfy the project information
requirements in Section 31.2.4.6 of Attachment Y of the ISO OATT. Market-based
solutions are not eligible for cost recovery under Rate Schedule 8 to the Services
Tariff, or Rate Schedules 14 or 16 to the OATT.

38.4.2.3 Any Developer that has been determined to be qualified under Section
31.2.4.1.1.2 of Attachment Y to the ISO OATT may submit a proposed regulated
transmission Generator Deactivation Solution, unless: (i) the Generator Deactivation
Reliability Need is a Near-Term Generator Deactivation Reliability Need for which
the 1ISO determined pursuant to Section 38.3.5 that there is not sufficient time to
perform a selection process among regulated transmission solutions, or (ii) the
Generator Deactivation Reliability Need is only a reliability need on non-BPTFs as
stated by the ISO in the Generator Deactivation Assessment pursuant to Section
38.3.4.3. The proposed solution must satisfy the project information requirements in

Sections 31.2.4.8.1, 31.2.4.8.2, and 31.2.6.5.1.1 of Attachment Y of the ISO OATT.
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As part of its submission of its proposed Generator Deactivation Solution, a
Developer shall provide the information required for each proposed Generator
Deactivation Solution in accordance with Sections 38.25.3, and 38.25.5 through 38.25.7
of Appendix B of this Attachment FF. It shall also provide the information required by
Section 38.25.4 of Appendix B of this Attachment FF.

Generator Deactivation Solutions proposed under this Section 38.4 shall strive to
be compatible with permanent market-based solutions and regulated solutions identified
in the CSPP, as applicable. A permanent regulated solution may proceed in parallel with
an interim solution selected in this Attachment FF.

The ISO may disclose to Market Participants and other interested parties the
Generator Deactivation Solution and plans proposed pursuant to this Section 38.4;
provided, however, that the ISO will maintain as confidential the following information if
designated as “Confidential Information”: (i) a Responsible Transmission Owner’s
conceptual permanent solution, except for its proposed project type, general geographic
location, and in-service date; (ii) the information required to be maintained as
confidential for a market-based solution pursuant to Sections 31.2.12.4 and 31.2.12.5 of
Attachment Y to the ISO OATT, and (iii) any non-public financial qualification
information submitted in accordance with Section 31.2.4.1.1.1.3 of Attachment Y of the
ISO OATT.

Application Fee and Study Deposit

38.4.6.1 When the ISO performs a selection process among regulated transmission
solutions, any Developer that proposes a regulated transmission Generator

Deactivation Solution to address the Generator Deactivation Reliability Need
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shall submit to the ISO, at the same time it provides the project information
required pursuant to Section 38.4.2, a non-refundable application fee of $10,000
and a study deposit of $100,000, which shall be applied to study costs and subject
to refund as described in this Section 38.4.6.

38.4.6.2 If the ISO performs a selection process among regulated transmission
solutions, the ISO shall charge, and a Developer proposing a regulated
transmission Generator Deactivation Solution shall pay, the actual costs of the
ISO’s evaluation of the Developer’s proposed transmission solution for purposes
of the 1ISO’s selection among transmission solutions to address the Generator
Deactivation Reliability Need, including costs associated with the 1ISO’s use of
subcontractors. The ISO will track its staff and administrative costs, including
any costs associated with using subcontractors, that it incurs in performing the
evaluation of a Developer’s proposed transmission solution and any supplemental
evaluation or re-evaluation of the proposed transmission solution. If the ISO or
its subcontractors perform study work for multiple proposed transmission
solutions on a combined basis, the 1ISO will allocate the costs of the combined
study work equally among the applicable Developers.

38.4.6.3 The ISO shall invoice the Developer monthly for study costs incurred by
the ISO in evaluating the Developer’s proposed transmission solution as described
above. Such invoice shall include a description and an accounting of the study
costs incurred by the ISO and estimated subcontractor costs. The Developer shall
pay the invoiced amount within thirty (30) calendar days of the ISO’s issuance of

the monthly invoice. The ISO shall continue to hold the full amount of the study
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deposit until settlement of the final monthly invoice; provided, however, if a
Developer: (i) does not pay its monthly invoice within the timeframe described
above, or (ii) does not pay a disputed amount into an independent escrow account
as described below, the 1ISO may draw upon the study deposit to recover the owed
amount. If the ISO must draw on the study deposit, the ISO shall provide notice
to the Developer, and the Developer shall within thirty (30) calendar days of such
notice make payments to the I1SO to restore the full study deposit amount. If the
Developer fails to make such payments, the ISO may halt its evaluation of the
Developer’s proposed transmission solution and may disqualify the Developer’s
proposed transmission solution from further consideration. After the conclusion
of the ISO’s evaluation of the Developer’s proposed transmission solution or if
the Developer: (i) withdraws its proposed transmission solution or (ii) fails to pay
an invoiced amount and the 1SO halts its evaluation of the proposed transmission
solution, the ISO shall issue a final invoice and refund to the Developer any
portion of the Developer’s study deposit submitted to the 1ISO under this Section
38.4.6 that exceeds outstanding amounts that the ISO has incurred in evaluating
that Developer’s proposed transmission solution, including interest on the
refunded amount calculated in accordance with Section 35.19a(a)(2) of FERC’s
regulations. The 1SO shall refund the remaining portion within sixty (60) days of
the ISO’s receipt of all final invoices from its subcontractors and involved
Transmission Owners.

38.4.6.4 In the event of a Developer’s dispute over invoiced amounts, the

Developer shall: (i) timely pay any undisputed amounts to the I1SO, and (ii) pay
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into an independent escrow account the portion of the invoice in dispute, pending
resolution of such dispute. If the Developer fails to meet these two requirements,
then the 1SO shall not be obligated to perform or continue to perform its
evaluation of the Developer’s proposed transmission solution. Disputes arising
under this section shall be addressed through the Dispute Resolution Procedures
set forth in Section 2.16 of the ISO OATT and Section 11 of the ISO Services
Tariff. Within thirty (30) Calendar Days after resolution of the dispute, the
Developer will pay the ISO any amounts due with interest calculated in

accordance with Section 35.19a(a)(2) of FERC’s regulations.
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38.5 Review and Notification of Generator(s) Currently in an Outage State

If the ISO determines that a Market Participant’s Generator that is in a Mothball Outage,
an ICAP Ineligible Forced Outage, or has been mothballed since before May 1, 2015, may be
capable of satisfying in whole or in part the Generator Deactivation Reliability Need, the 1SO
will notify the Market Participant that its Generator is under review to determine whether it can
satisfy the Generator Deactivation Reliability Need as a possible Generator Deactivation
Solution. Within ten (10) days of the 1SO’s issuance of a written notification (including email), a
Market Participant that is interested in offering its Generator as a Generator Deactivation
Solution to address the Generator Deactivation Reliability Need shall inform the 1SO in writing
whether it intends to offer its Generator as a Generator Deactivation Solution. A Generator that
has submitted this statement of intent shall provide to the NYISO within twenty (20) days of
submitting its statement of intent the information required for a Generator identified under this
Section 38.5 in accordance with Sections 38.25.3.1, 38.25.3.2, and 38.25.5 through 38.25.7 of
Appendix B of this Attachment FF if it has not previously provided such information to the 1SO.
If the Market Participant has previously provided such information for the relevant Generator,
then it shall update all such information, including, but not limited to, the updates required by
Section 38.25.4 of Appendix B of this Attachment FF. Notwithstanding whether a Market
Participant submitted a statement of intent to offer its Generator, the ISO may request at any time
that a Market Participant submit the information required above or any updates to previously
submitted information addressing its Generator, which information must be submitted within
twenty (20) days of the NYISO’s request. When the return to service of a Generator in a
Mothball Outage or an ICAP Ineligible Forced Outage is the Generator Deactivation Solution,

the return to service procedures set forth in Section 5.18.4 of the ISO Services Tariff shall apply.
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38.6  Viability and Sufficiency Evaluation of Generator Deactivation Solutions

38.6.1 The ISO shall evaluate all Generator Deactivation Solutions and, if applicable,
shall evaluate the conceptual permanent solution provided by the Responsible Transmission
Owner pursuant to Section 38.4.2.1 to determine whether each is viable and sufficient to satisfy
individually, or in conjunction with other solutions, the Generator Deactivation Reliability Need.
The ISO shall perform this viability and sufficiency evaluation consistent with the requirements
set forth in Sections 31.2.5.3 and 31.2.5.4 of Attachment Y of the ISO OATT. The ISO shall
coordinate with the Responsible Transmission Owner(s), as necessary, in performing its
evaluation.

38.6.2 If the ISO determines that there are adequate Viable and Sufficient market-based
or demand response Generator Deactivation Solutions to satisfy completely the identified
Generator Deactivation Reliability Need, the ISO will conclude the Generator Deactivation
Process under this Attachment FF, and the 1SO will monitor the development of the market-
based and demand response Generator Deactivation Solutions in accordance with 1ISO
Procedures. As part of its final Generator Deactivation Process report, the ISO shall present the
results of its viability and sufficiency assessment to interested parties if the Generator
Deactivation Process has been concluded because there are adequate market-based or demand
response Generator Deactivation Solutions to satisfy completely the Generator Deactivation

Reliability Need.
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ISO Review of Information Pursuant to Appendix B

The ISO shall review, verify and/or validate to the extent necessary the
information provided in accordance with Sections 38.3, 38.4, and 38.5 and Appendix B
of this Attachment FF. The ISO’s review, verification and/or validation, as applicable, of
the financing cost of each capital expense that the ISO determines is necessary in
accordance with Good Utility Practice shall consider the market interest rate available to
the Market Party.

The ISO may reject, and may require a Market Party to re-submit, or substantiate
information (including estimates) that the ISO determines is not adequately supported or
otherwise verifiable. The Market Party shall promptly provide any additional information
that the ISO may request, and update and revise information previously provided, and
provide new information as set forth in Section 38.25.4 of Appendix B of this Attachment
FF. Upon the ISO’s prior notice, the Market Party shall make qualified representatives
available to answer the 1SO’s question(s) and otherwise facilitate the 1SO’s review of the

information.
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Determining RMR Avoidable Costs

Determinations pursuant to this section are solely for purposes of determining the
RMR Avoidable Cost of Initiating Generators and Generators that are determined to be a
Viable and Sufficient Gap Solution to a Generator Deactivation Reliability Need. The
ISO shall determine the cost (net of estimated revenues, as applicable) of each Initiating
Generator and of each Viable and Sufficient Generator Deactivation Solution to a
Generator Deactivation Reliability Need that responds to the ISO’s request for Generator
Deactivation Solutions in accordance with Sections 38.4 and 38.5. The ISO may also
determine the costs of Viable and Sufficient Generator Deactivation Solutions that do not
respond to the 1SO’s request for Generator Deactivation Solutions. The ISO’s
determination for a Generator shall be its “RMR Avoidable Costs.” The ISO shall use
the costs, revenues, and other information submitted in accordance with Sections 38.3,
38.4 and 38.5, or Appendix B, or Sections 38.7 and 38.8 of this Attachment FF that it
verifies and/or validates, as applicable. If the ISO cannot verify and/or validate, as
applicable, a cost or revenue submitted by a Market Party, the ISO shall substitute an
estimated value. The ISO’s cost determinations pursuant to this Section shall be for the
shorter of (i) the duration of the Generator Deactivation Reliability Need identified by the
ISO in its request for Generator Deactivation Solutions, and (ii) the period identified by
the ISO that an Initiating Generator or Viable and Sufficient Generator Deactivation
Solution can satisfy the Generator Deactivation Reliability Need.

Cost savings due to an Initiating Generator’s continuation of service. Costs
submitted in accordance with Sections 38.3, 38.4 and 38.5, or Appendix B, or Sections

38.7 and 38.8 of this Attachment FF that arise out of an agreement that contains a cost,
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premium, or fee to terminate the agreement in whole or in part prior to the anticipated
RMR Start Date, or commencement of service as a Generator Deactivation Solution, shall
be reduced by the cost, premium or fee that would have been incurred had the Generator
ceased operations on a date identified in the Generator Deactivation Notice, or such other
date associated with performing service as a Generator Deactivation Solution.

For each transmission project that is proposed in accordance with this Attachment
FF, the ISO shall calculate the net costs that would be incurred to provide the service
identified in the Developer’s response to the 1ISO’s request for Generator Deactivation
Solutions, considering any costs the Developer otherwise had a contractual or regulatory
obligation to incur.

The ISO shall identify as “Capital Expenditures” the purchase or non-operational
lease of, or modification to real property or assets (including, but not limited to, land,
buildings, and equipment) that (a) are necessary to permit an Initiating Generator or
Viable and Sufficient Generator Deactivation Solution to provide service to satisfy, in
whole or in part, the Generator Deactivation Reliability Need identified in the 1ISO’s
request for Generator Deactivation Solutions, (b) have a useful life greater than one year,
and (c) are not otherwise included in the 1ISO’s calculation of RMR Avoidable Costs.
The ISO shall also identify the reasonably anticipated date the Capital Expenditure will
be placed into service, or otherwise integrated into the Generator Deactivation Solution.

Revenue Calculation. As a component to the 1ISO’s calculation of the total net cost
of each Initiating Generator and Viable and Sufficient Generator Deactivation Solution,

the 1SO shall calculate the estimated revenues thereof.
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38.8.6 If an Initiating Generator or other Generator that has been determined to be a
Viable and Sufficient Generator Deactivation Solution has a contract pursuant to which it
provides energy, capacity, or ancillary services, the ISO shall also, for the period of such
contract, calculate the estimated revenues for the provision of energy, capacity or
ancillary services thereunder.

38.8.7 The ISO shall seek comment from the Market Monitoring Unit on matters relating
to the inputs and the calculations performed pursuant to Section 38.8. The
responsibilities of the Market Monitoring Unit that are addressed in this Section are also
addressed in Section 38.18.1 of this Attachment FF and in Section 30.4.6.8.6" of

Attachment O to the ISO Services Tariff.

L INYISO will need to change the MMU provisions in the Market Monitoring Plan (Svcs Section
30) consistent with the edits to this section.]
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RMR Service Offers

If: (i) there is only one Generator that is a Viable and Sufficient Generator
Deactivation Solution to a Generator Deactivation Reliability Need, or (ii) there are
multiple Generators that are a Viable and Sufficient Generator Deactivation Solution to a
Generator Deactivation Reliability Need that are all owned or controlled by the same
Generator Owner, then the ISO shall provide to that individual Generator or Generator
Owner, as applicable, its RMR Avoidable Cost and an opportunity for it to enter into the
Form of Reliability Must Run Agreement set forth in Appendix C of this Attachment FF
to the ISO OATT. If there is more than one Generator that is a Viable and Sufficient
Generator Deactivation Solution for a Reliability Need and the Generators are not all
owned or controlled by the same Generator Owner, the ISO shall notify each such
Generator that responded to the ISO’s request for Generator Deactivation Solutions that it
has been determined to be a Viable and Sufficient Generator Deactivation Solution that
the ISO is requesting RMR Service Offers to provide service pursuant to an RMR
Agreement.

The ISO shall concurrently post on its website that it has issued a request for
RMR Service Offers.

The ISO’s notice to each Generator of a request for RMR Service Offers shall
include (a) the Generator’s RMR Avoidable Costs determined pursuant to Section 38.8,
and separately identify the Capital Expenditure amount that is included in the RMR
Avoidable Costs and the reasonably anticipated date the Capital Expenditure will be
placed into service, or otherwise integrated into the Generator, (b) the duration of the

period for which the ISO determined the Generator was viable and sufficient to meet (in
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whole or in part) the Generator Deactivation Reliability Need, (c) the deadline by which
offers must be received by the ISO, and (d) any other information that must be provided
in the Generator’s response in accordance with ISO Procedures.

Offers in response to a request for RMR Service Offers shall (A) state the price at
which the Generator is willing to enter into an RMR Agreement with (i) an Availability
and Performance Rate or (ii) an Owner Developed Rate for which the Generator would
be seeking approval from the Commission, (B) separately state the anticipated timing and
cost of each Capital Expenditure that is included in the offer, (C) if any provision of the
Form of Reliability Must Run Agreement set forth in Appendix C of Attachment FF to
the ISO OATT is incompatible with the Generator’s ability to provide service absent a
modification to a term or condition, provide a blackline marking any and all changes that
are necessary to permit the Generator to provide RMR service, and explain why, absent
such changes, the Generator would be unable to provide RMR service, (D) state the
duration for which the Generator is being made available to provide the RMR service
(which shall be no longer than the duration the ISO determined the Generator is a viable
and sufficient solution,) and specify whether the offer would be the same for any shorter
period of time, and (E) state whether the offer is for less than or equal to the generator’s
full cost of service. The offer must be executed by a duly authorized officer with
authority to bind the Market Party to an RMR Agreement. The ISO will not consider
offers that indicate they are for an amount greater than the Generator’s full cost of
service. The ISO shall exclude from consideration offers that are received after the

deadline.
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38.10 ISO Selection of Solution to Address Generator Deactivation Reliability Need

38.10.1 An Initiating Generator and other Viable and Sufficient Generator Deactivation
Solutions are eligible for selection by the ISO to address a Generator Deactivation
Reliability Need. In selecting a solution to address a Generator Deactivation Reliability
Need the ISO will consider the expected impact to the need of any Viable and Sufficient
market-based or demand response Generator Deactivation Solutions it identifies. Prior to
the ISO making its selection pursuant to this Section 38.10, the ISO may enter into an
RMR Agreement with one or more Generators, if necessary, to provide the ISO sufficient
time to complete the selection process.

A Viable and Sufficient transmission solution selected by the ISO shall be eligible
for cost allocation in accordance with Section 38.22 and cost recovery in accordance with
Section 38.23. An Initiating Generator or another Viable and Sufficient generation
solution selected by the 1SO shall be eligible to enter into an RMR Agreement with the
ISO in accordance with Section 38.11.

38.10.1.1 If the ISO determines that there is a Viable and Sufficient permanent transmission
solution that completely satisfies the Generator Deactivation Reliability Need, the ISO
may select that solution.

38.10.1.2 If the Generator Deactivation Reliability Need is only a reliability need on non-
BPTFs, the ISO will select a Viable and Sufficient permanent Generator Deactivation
Solution proposed by the Responsible Transmission Owner.

38.10.1.3 If, following completion of the identification of solutions pursuant to Sections

38.10.1 and 38.10.1.1 or 38.10.1.2, there remains a Generator Deactivation Reliability
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Need, then the ISO shall perform the selection process set forth in Sections 38.10.2
through 38.10.5.

38.10.2 Selection Process if a Viable and Sufficient Transmission Solution Is Available

38.10.2.1 The 1SO will select a Viable and Sufficient transmission solution to address the
Generator Deactivation Reliability Need if: (i) there are one or more Viable and
Sufficient transmission solutions, and (ii) none of the Viable and Sufficient generation
solutions have a “distinctly higher net present value” than a transmission solution. If the
ISO is selecting between and among Viable and Sufficient transmission solutions, the
ISO will perform its selection based on the quality of each transmission solution’s
satisfaction of the metrics set forth in Section 38.10.5.

38.10.2.2 Determining if a Solution has a “Distinctly” Higher Net Present Value

A Generator Deactivation Solution has a “distinctly” higher net present value if it

is the Viable and Sufficient solution with the lowest reasonably calculated net cost to
consumers to meet the identified Reliability Need until the permanent solution can be
implemented. A generation solution has a “distinctly” higher net present value than a
transmission solution if, after accounting for the accuracy range of each transmission
project cost estimate and generation revenue estimate, the ISO determines that the range
of net present values of the generation solution has no overlap with the range of the net
present values of the transmission solution. If the ranges of net present values between a
generation solution and a transmission solution overlap, then the generation solution does
not have a distinctly higher net present value than the transmission solution. If the ISO

determines that a generation solution has a distinctly higher net present value than a
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transmission solution, then both solutions will be considered in accordance with Section
38.10.2.4 of this solution selection process.

The net present value of a generation solution is the present value of the
difference between the generation solution’s offered service cost and its expected market
revenues for the expected duration of an RMR Agreement. The net present value of a
transmission solution is the present value of the difference between the transmission
solution’s estimated costs and its expected market revenues (if any).

To account for the accuracy of cost estimates in comparing the net present values
of Viable and Sufficient generation and transmission solutions, the NY1SO will:

1. Undertake reasonable efforts to validate the information submitted in the
time available; and

2. Determine an accuracy range for each solution’s estimated, submitted and
verified costs, including the assumptions used to develop the cost estimate based on
(i) the age, operating status and technology type of each generation or transmission
solution, (ii) the assumptions used to develop each cost estimate, and (iii) data from

credible independent resources, including but not limited to consultants hired by the 1SO.

38.10.2.3 If there are no Viable and Sufficient generation solutions that have a “distinctly higher
net present value” (as defined below) than a Viable and Sufficient transmission solution,
but the transmission solution or combination of transmission solutions selected by the
ISO only partially satisfy the duration or the size of the Generator Deactivation
Reliability Need, then the ISO may supplement the partial transmission solution with one

or more Viable and Sufficient generation solutions that will be eligible to enter into an
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RMR Agreement with the ISO. The ISO will select the supplemental Generator or
Generators primarily based on which RMR Service Offer, or set of RMR Service Offers
from more than one Generator, results in the highest net present value solution to the
Generator Deactivation Reliability Need. The 1SO shall also consider any blacklined
modifications to the Form of Reliability Must Run Agreement set forth in Appendix C of
this Attachment FF of the ISO OATT when selecting a generation solution. If these two
criteria do not provide for a clear delineation between two or more RMR Service Offers,
the 1SO shall also consider the operational, performance, and market impacts and the size
of the Generators. Alternatively, the ISO may select a Viable and Sufficient generation
solution in place of a partial transmission solution if it determines that the generation
solution has a “distinctly higher net present value” than the combination of partial
transmission and generation solutions the 1SO might select under this Section 38.10.2.1.1.

38.10.2.4 Viable and Sufficient generation solutions that have a “distinctly higher net
present value” than a Viable and Sufficient transmission solution will be considered when
the 1SO selects the solution or combination of solutions to address the Generator
Deactivation Reliability Need based on: (i) the net present value of each solution
calculated in accordance with Section 38.[*], and (ii) the quality of each solution’s
satisfaction of the metrics set forth in Section 38.10.5.

38.10.3 Selection Process if a Viable and Sufficient Transmission Solution Is Not
Available

If there is not a Viable and Sufficient transmission solution, the 1SO will select

among the Viable and Sufficient generation solutions as follows. The 1SO will select the

Generator or Generators primarily based on which RMR Service Offer, or set of RMR
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Service Offers from more than one Generator, results in the highest net present value
solution to the Generator Deactivation Reliability Need. The ISO shall also consider any
blacklined modifications to the Form of Reliability Must Run Agreement set forth in
Appendix C of this Attachment FF of the ISO OATT. If these two criteria do not provide
for a clear delineation between two or more RMR Service Offers, the ISO shall also

consider the operational, performance, and market impacts and the size of the Generators.

38.10.4 Metrics for Evaluating Solution to Address Generator Deactivation Reliability

Need
The ISO will consider the following metrics in its evaluation of each solution, as
applicable:

38.104.1 The capital cost estimates for the proposed transmission Generator Deactivation
Solution or the cost information submitted by the Initiating Generator or the generation
Generator Deactivation Solution, including the accuracy of the proposed estimates.

38.10.4.2 The cost per MW ratio of the proposed transmission Generator Deactivation
Solution or the RMR Service Offers of the Initiating Generator or the generation
Generator Deactivation Solution. For this evaluation, the ISO will first determine the
present worth, in dollars, of the total capital cost of the proposed solution in current year
dollars. The I1SO will then determine the MW value of the solution by summing the
Generator Deactivation Reliability Need, in MW, with the additional improvement, in
MW, that the proposed solution offers beyond serving the Generator Deactivation
Reliability Need. The ISO will then determine the cost per MW ratio by dividing the

present worth of the total capital cost by the MW value.
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38.10.4.3 The expandability of the proposed solution. The ISO will consider the impact of
the proposed solution on future construction. The ISO will also consider the extent to
which any subsequent expansion will continue to use this proposed solution within the
context of system expansion.

38.10.4.4 The operability of the proposed solution. The ISO will consider how the
proposed solution may affect additional flexibility in operating the system, such as
dispatch of generation, access to operating reserves, access to ancillary services, or ability
to remove transmission for maintenance. The ISO will also consider how the proposed
solution may affect the cost of operating the system, such as how it may affect the need
for operating generation out of merit for reliability needs, reducing the need to cycle
generation, or providing more balance in the system to respond to system conditions that
are more severe than design conditions.

38.10.4.5 The performance of the proposed solution. The ISO will consider how the
proposed solution may affect the utilization of the system (e.g. interface flows, percent
loading of facilities).

38.10.4.6 The extent to which the Developer of a proposed transmission Generator
Deactivation Solution or each generation Generator Deactivation Solution has the
property rights, or ability to obtain the property rights, required to implement the
solution. The ISO will consider, as applicable, whether the Developer or Market
Participant: (i) already possesses the rights of way necessary to implement the solution;
(i1) has completed a transmission routing study, which (a) identifies a specific routing
plan with alternatives, (b) includes a schedule indicating the timing for obtaining siting

and permitting, and (c) provides specific attention to sensitive areas (e.g., wetlands, river
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crossings, protected areas, and schools); or (iii) has specified a plan or approach for
determining routing and acquiring property rights.

38.10.4.7 The potential issues associated with delay in constructing the proposed
transmission Generator Deactivation Solution or in entering or in returning to service the
Initiating Generator or a generation Generator Deactivation Solution, consistent with the
major milestone schedule and the schedule for obtaining any permits and other
certifications as required to timely meet the need.

38.10.4.8 The impact on other pending Generator Deactivation Reliability Needs, other
system reliability needs, and pending solutions to those needs.

38.10.5 Generation Deactivation Process Report

The ISO shall post on its website a written determination indicating its selection

of a solution or combination of solutions, along with a reasoned explanation regarding
why particular generation and/or transmission solutions were selected. The ISO will

review the results of its determination with stakeholders.

38.11 Entry into RMR Agreements
38.11.1 The ISO may enter into an RMR Agreement for service from one or more
of the Generators that the 1SO selected in accordance with Section 38.10 that can
individually, or in conjunction with other Viable and Sufficient Generator
Deactivation Solutions, satisfy the identified Reliability Need. If multiple
Generators are capable of satisfying in whole or in part the identified Reliability
Need, the ISO may execute an RMR Agreement with the Generator, or more than

one Generator that the ISO selected pursuant to Section 38.10, provided that the
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RMR Service Offer accepts the Availability and Performance Rate, does not
exceed the RMR Avoidable Costs determined by the 1SO, and that the amount of
Capital Expenditures in any given year included in the RMR Service Offer does
not exceed 10,000,000 U.S. Dollars if a non-nuclear Generator, and 25,000,000
U.S. Dollars if a nuclear Generator. If the RMR Service Offer satisfies the stated
requirements, but the amount of Capital Expenditures in any given year included
in the RMR Service Offer exceeds the applicable limit in the preceding sentence,
then the ISO may accept the RMR Service Offer conditioned upon the
Commission approving the Capital Expenditure amount. If the RMR Service
Offer exceeds the RMR Avoidable Costs determined by the ISO, and if there are
no modifications, or only modifications which the ISO has determined are
reasonable, to the Form of Reliability Must Run Agreement set forth in Appendix
C of this Attachment FF, then the ISO will identify the Generator, and the 1SO
and the Generator Owner will submit filings to the Commission in accordance
with Section 38.11.5. If a Generator’s RMR Service Offer is lower than the other
RMR Service Offers but the Generator’s proposed revisions to the Form of
Reliability Must Run Agreement are not acceptable to the 1SO, then the ISO may
proceed to enter into an RMR Agreement, in accordance with this section, with
one or more Generator(s) that submitted the next best offer or offers pursuant to
Section 38.10.[*].

38.11.2 The ISO will tender to the Generator Owner(s) of the selected
Generator(s) the Form of Reliability Must Run Agreement set forth in Appendix C

of this Attachment FF. The term of the RMR Agreement will be determined by
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the ISO based on: (i) the in-service date of the conceptual permanent solution to
the identified Reliability Need submitted by the Responsible Transmission
Owner(s) pursuant to Section 38.4.2.1, and (ii) any modifications to the scope and
timing of the Generator Deactivation Reliability Need resulting from
circumstances including information provided by the NYPSC (or other agency or
authority with jurisdiction over the implementation or siting of non-generation
Generator Deactivation Solutions), information provided by the Responsible
Transmission Owner, the ISO’s identification of market-based solutions, and
RMR Agreements entered into between the 1SO and other Generators. If the
Generator Deactivation Reliability Need is identified pursuant to a Generator
Deactivation Assessment, the effective date of the RMR Agreement shall be no
earlier than the completion of the 365-day notice period, except as provided in
Section 38.3.3 of this Attachment FF.

38.11.3 Filing of Executed RMR Agreement. The ISO will submit an RMR

Agreement, including a proposed Availability and Performance Rate, to the
Commission pursuant to Section 205 of the Federal Power Act if the ISO and
Generator Owner agree on the terms and conditions of the RMR Agreement,
Generator Owner accepts the Availability and Performance Rate calculated by the
ISO for its Generator, and the ISO and Generator Owner execute the RMR
Agreement. The I1SO’s filing shall specifically identify and explain any changes
to the Form of Reliability Must Run Agreement terms and conditions that 1SO and

Generator Owner have mutually agreed to.
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Filing of Unexecuted RMR Agreement by ISO and Capital Expenditures

in Excess of Annual Limit by Generator Owner. The ISO will submit an RMR

Agreement, including a proposed Availability and Performance Rate, to the
Commission pursuant to Section 205 of the Federal Power Act if the ISO and
Generator Owner agree on the terms and conditions of the RMR Agreement and
Generator Owner accepts the Availability and Performance Rate calculated by the
ISO for its Generator. The I1SO’s filing shall specifically identify and explain any
changes to the Form of Reliability Must Run Agreement terms and conditions that
ISO and Generator Owner have mutually agreed to. Generator Owner shall
submit a filing pursuant to Section 205 of the Federal Power Act in addition to the
ISO’s filing of the RMR Agreement that proposes the inclusion of the costs of
certain Capital Expenditures in the Availability and Performance Rate that exceed
the U.S. Dollar limits specified in Section 38.11.1, which filing shall be consistent
with the terms and conditions of service proposed in the RMR Agreement that the
ISO submits, and shall track the format of the RMR Agreement that the 1ISO

submits.

38.11.5 Filing of Unexecuted RMR Agreement and Generator Owner Developed

Rate. If the ISO and Generator Owner agree on the terms and conditions of the
RMR Agreement, but Generator Owner rejects the Availability and Performance
Rate calculated by the 1SO for its Generator and proposes an Owner Developed
Rate, the ISO will submit an unexecuted RMR Agreement to the Commission
pursuant to Section 205 of the Federal Power Act that sets forth the agreed upon

terms and conditions of the RMR Agreement. The ISO’s filing shall specifically
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identify and explain any changes to the Form of Reliability Must Run Agreement
terms and conditions that ISO and Generator Owner have mutually agreed to.
Generator Owner shall submit a separate filing to the Commission pursuant to
Section 205 of the Federal Power Act that proposes an “Owner Developed Rate,”
which filing shall be consistent with the terms and conditions of service proposed
in the RMR Agreement the ISO submitted and shall track the format of the RMR
Agreement the 1SO submitted.

38.11.6 As part of its submission of an executed RMR Agreement pursuant to
38.11.3 or an unexecuted RMR Agreement pursuant to Sections 38.11.4 or
38.11.5, the ISO will include: (i) a description of the methodology and results of
the reliability studies that identified a Generator Deactivation Reliability Need
requiring a Generator Deactivation Solution, which description will specify
identified violations of Reliability Criteria and local criteria and describe the
impacted criteria, and (ii) a description of the alternative solutions evaluated by
the 1SO and why the term of the RMR Agreement is appropriate in light of these

alternative solutions.
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38.12 Developer’s Responsibility Following Selection of Its Transmission Solution

38.12.1 Responsible Transmission Owner’s Obligation to Develop and Construct a
Generator Deactivation Solution

The Responsible Transmission Owner must develop and construct its proposed Generator
Deactivation Solution if it is selected by the ISO pursuant to Section 38.10. The Responsible
Transmission Owner shall be entitled to the full recovery of all reasonably incurred costs,
including a reasonable return on investment and any applicable incentives, related to the
development, construction, operation, and maintenance of the selected transmission Generator
Deactivation Solution, as set forth in Section 38.23.

38.12.2 Developer’s Responsibility to Obtain Necessary Approvals and
Authorizations

38.12.2.1 Upon the selection of a Developer’s transmission Generator Deactivation
Solution pursuant to Section 38.10, the 1ISO will inform the Developer that it should submit
the selected Generator Deactivation Solution to the appropriate governmental agency(ies)
and/or authority(ies) to begin the necessary approval process to the site, construct, and
operate the project, if such approvals are required. In response to the ISO’s request, the
Developer shall make such a submission to the appropriate governmental agency(ies) and/or
authority(ies) to the extent such authorization has not already been requested or obtained.

38.12.2.2 If the appropriate federal, state or local agency(ies) either rejects a
necessary authorization, or approves and later withdraws its authorization of the selected
transmission Generator Deactivation Solution, the Developer may recover all of the
necessary and reasonable costs it incurred and commitments made up to the final federal,
state or local regulatory decision, including reasonable and necessary expenses incurred to

implement an orderly termination of the project, to the extent permitted by the Commission
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in accordance with its regulations on abandoned plant recovery. The ISO shall allocate these
costs among Load Serving Entities in accordance with Section 38.22 the ISO OATT, except
as otherwise determined by the Commission. The I1SO shall recover such costs in accordance

with Section 38.23.

38.12.3  Development Agreement

As soon as reasonably practicable following the ISO’s selection of a transmission
Generator Deactivation Solution, the ISO shall tender to the Developer that proposed the selected
transmission Generator Deactivation Solution a draft Development Agreement, with draft
appendices completed by the ISO to the extent practicable, for review and completion by the
Developer. The draft Development Agreement shall be in the form of the ISO’s Commission-
approved Development Agreement for its reliability planning process, which is in Appendix C in
Section 31.7 of Attachment Y of the ISO OATT, as amended by the 1SO to reflect the Generator
Deactivation Process.

The ISO and the Developer shall finalize the Development Agreement and appendices as
soon as reasonably practicable after the 1SO’s tendering of the draft Development Agreement.
For purposes of finalizing the Development Agreement, the ISO and Developer shall develop the
description and dates for the milestones necessary to develop and construct the selected project
by the required in-service date identified in the Generator Deactivation Assessment, including
the milestones for obtaining all necessary authorizations. Any milestone that requires action by a
Connecting Transmission Owner or Affected System Operator identified pursuant to Attachment
P of the ISO OATT to complete must be included as an Advisory Milestone, as that term is

defined in the Development Agreement.
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If the ISO or the Developer determines that negotiations are at an impasse, the ISO may
file the Development Agreement in unexecuted form with the Commission on its own, or
following the Developer’s request in writing that the agreement be filed unexecuted. If the
Development Agreement is executed by both parties, the 1SO shall file the agreement with the
Commission for its acceptance within ten (10) Business Days after the execution of the
Development Agreement by both parties. If the Developer requests that the Development
Agreement be filed unexecuted, the ISO shall file the agreement at the Commission within ten
(10) Business Days of receipt of the request from the Developer. The 1SO will draft, to the
extent practicable, the portions of the Development Agreement and appendices that are in dispute
and will provide an explanation to the Commission of any matters as to which the parties
disagree. The Developer will provide in a separate filing any comments that it has on the
unexecuted agreement, including any alternative positions it may have with respect to the
disputed provisions. Upon the ISO’s and the Developer’s execution of the Development
Agreement or the 1SO’s filing of an unexecuted Development Agreement with the Commission,
the ISO and the Developer shall perform their respective obligations in accordance with the
terms of the Development Agreement that are not in dispute, subject to modification by the
Commission. The Connecting Transmission Owner(s) and Affected System Operator(s) that are
identified in Attachment P of the ISO OATT in connection with the selected transmission
Generator Deactivation Solution shall act in good faith in timely performing their obligations
that are required for the Developer to satisfy its obligations under the Development Agreement.

38.12.4  Process for Addressing Inability of Developer to Complete Selected

Transmission Generator Deactivation Solution
38.124.1 The ISO may take the action set forth in this Section 38.12.4 if: (i) the

ISO has selected a regulated transmission Generator Deactivation Solution, and (ii)
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one of the following events occur: (A) the Developer that proposed the transmission
solution does not execute the Development Agreement or does not request that it be
filed unexecuted with the Commission as described in Section 38.12.3, or (B) an
effective Development Agreement is terminated under the terms of the agreement
prior to the completion of the term of the agreement.

38.12.4.2 If the Development Agreement has been filed with and accepted by the
Commission, the 1SO shall, upon terminating the Development Agreement under the
terms of the agreement, file a notice of termination with the Commission.

38.12.4.3 If the ISO determines that it must identify a solution to the Generator
Deactivation Reliability Need prior to the next planning cycle of the biennial
reliability planning process, the ISO may take one or more of the following actions to
address a Generator Deactivation Reliability Need based on the particular
circumstances: (i) address the Generator Deactivation Reliability Need as an
immediate reliability need pursuant to Section 38.3.3, (ii) direct the Developer to
continue with the development of its Generator Deactivation Solution for completion
beyond the in-service date required to address the Generator Deactivation Reliability
Need, or (iii) request that the Responsible Transmission Owner complete the selected
Generator Deactivation Solution if it is an alternative transmission Generator
Deactivation Solution.

38.12.4.4 If the Responsible Transmission Owner agrees to complete the selected
alternative transmission Generator Deactivation Solution, the Responsible
Transmission Owner and the Developer that proposed the selected solution shall work

cooperatively with each other to implement the transition, including negotiating in
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good faith with each other to transfer the project; provided, however, that the transfer
is subject to: (i) any required approvals by the appropriate governmental agency(ies)
and/or authority(ies), (ii) any requirements or restrictions on the transfer of
Developer’s rights-of-way under law, conveyance, or contract, and (iii), if the
Developer is a New York public authority, any requirements or restrictions on the
transfer under the New York Public Authorities Law; provided, further, that the
Responsible Transmission Owner and the Developer will address any disputes
regarding the transfer of the project in accordance with the dispute resolution

provisions in Article 11 of the ISO Services Tariff.
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38.13 Interim Service Providers

38.13.1 At the time the ISO issues its Generator Deactivation Assessment, the ISO shall
inform an Initiating Generator that requested a deactivation date prior to the conclusion of the
365 day notice period in its Generator Deactivation Notice whether the Generator will be
permitted to deactivate on its requested deactivation date, or will need to remain in service for
the 365 day notice period.

38.13.2  If the NYISO does not authorize an Initiating Generator to deactivate by the later
of: (a) day 181 of the 365 day notice period, or (b) the date on which the Initiating Generator
indicated it wanted to deactivate in its Generator Deactivation Notice, then for the remainder of
the 365 day notice period, the Initiating Generator shall be an Interim Service Provider, subject
to the following rules and exceptions.

38.13.2.1 Interim Service Providers shall be compensated in accordance with Rate
Schedule 8 to the ISO Services Tariff.

38.13.2.1.1  The ISO shall use the costs, revenues, and other information submitted in
accordance with Sections 38.3, 38.4, and 38.5, or Appendix B, or Sections 38.7 and
38.8 of this Attachment FF that it verifies and/or validates, as applicable to calculate
an Interim Service Provider’s rate. If the ISO cannot verify and/or validate, as
applicable, a cost or revenue submitted by a Market Party, the ISO shall substitute an
estimated value.

38.13.2.2 Generators are not eligible to be Interim Service Providers while they are
in an ICAP Ineligible Forced Outage.

38.13.2.3 The ISO may allow a Generator that it determined is needed to remain in

service as an Interim Service Provider to deactivate prior to the conclusion of the 365
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day notice period if the NYISO provides at least 60 days prior notice that the
Generator may deactivate. After the conclusion of this notice period, the Generator
will be permitted to deactivate and will no longer be an Interim Service Provider.

38.13.2.4 The ISO may allow a Generator that it determined is needed to remain in
service as an Interim Service Provider to deactivate prior to the conclusion of the 365
day notice period if the Generator experiences a Forced Outage of ten days or greater
duration, and the 1SO provides at least 30 days prior notice that the Generator may
deactivate. After the conclusion of this notice period, the Generator will be permitted
to deactivate and will not be an Interim Service Provider.

38.13.2.5 Interim Service Providers must comply with the RMR Generator Energy
and Ancillary Service Market Participation Rules that are set forth in Section 23.6 of
the ISO Services Tariff.

38.13.2.6 Interim Service Providers must comply with the Interim Service Provider
Capacity Market Participation Rules that are set forth in Section [*] of the 1SO
Services Tariff.

38.13.2.7 A Generator that was an Interim Service Provider that wants to return to
participating in any of the NYISO-administered markets while it is eligible to receive
market-based rates must give the ISO at least 60 days advance notice of its desire to
return to the markets in order to permit the NYISO to calculate an RMR Repayment
Obligation (if any) in accordance with Services Tariff Rate Schedule 8 and an
associated credit requirement in accordance with [NYISO to insert cross-reference to

relevant credit rules].
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38.14 Initiating Generator’s Failure to Timely Deactivate

38.14.1 A Market Participant’s Generator that satisfies the requirements to be Retired or
enter into a Mothball Outage may be Retired or enter into a Mothball Outage, as applicable,
within 365 days of: (i) the conclusion of the 365-day notice period, or (ii) the date specified in
the Generator Deactivation Notice for the Generator to be Retired or enter into a Mothball
Outage if the Market Participant provided greater than 365 days prior notice. If the Generator is
not Retired or does not enter into a Mothball Outage within this time period, the Market
Participant must submit a new Generator Deactivation Notice and satisfy anew the requirements
of Sections 38.3.1 before the Generator may be Retired or enter into a Mothball Outage.

38.14.2  If (i) a Market Participant rescinds its Generator Deactivation Notice, or (ii) a
Market Participant’s Generator has not Retired or entered into a Mothball Outage within the
timeframes described in Section 38.14.1 and is not operating under an RMR Agreement, the
Market Participant must reimburse the ISO and the Responsible Transmission Owner(s) the
actual costs that each incurred in performing their responsibilities under this Section 38 in
response to the Market Participant’s submission of a Generator Deactivation Notice, including
any costs associated with using contractors. In the event that a Market Participant rescinds its
Generator Deactivation Notice before the 1ISO posts the results of the Generator Deactivation
Assessment conducted under Section 38.3.4, the ISO will not thereafter post the results of said
assessment.

38.14.3  If the Initiating Generator was an Interim Service Provider and (i) it rescinds its
Generator Deactivation Notice, or (ii) it has not Retired or entered into a Mothball Outage within

the timeframes described in Section 38.14.1 and is not operating under an RMR Agreement, then
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the Initiating Generator may also be subject to a repayment obligation pursuant to Section [*] of

Rate Schedule 8 to the ISO Services Tariff.

47



DRAFT, August 31, 2016

38.15 Halting of Regulated Transmission Generator Deactivation Solution

38.15.1  The ISO may determine to halt a regulated transmission Generator Deactivation
Solution that the ISO has selected pursuant to Section 38.10 to address a Generator Deactivation
Reliability Need if: (a) a Market Participant rescinds the Generator Deactivation Notice that
resulted in the Generator Deactivation Reliability Need, (b) the Market Participant’s Generator
has not Retired or entered into a Mothball Outage within the timeframes described in Section
38.14.1 and is not operating under an RMR Agreement, or (c) the Generator Deactivation
Reliability Need has been otherwise addressed or eliminated (e.g., a market-based solution that
satisfies the Generator Deactivation Reliability Need has commenced operation). In making its
determination whether to halt a transmission Generator Deactivation Solution under this Section
38.15.1, the ISO will consider, among other things: (i) whether the Developer has executed a
Development Agreement or requested that it be filed unexecuted with the Commission; (ii) the
status of the Developer’s progress against the milestones in the Development Agreement (e.g.,
completion of engineering design, procurement of major equipment and materials, execution of
key contracts, completion of project financing, obtaining Site Control, commencing physical
construction, including excavation and pouring for foundations or the installation or erection of
improvements); (iii) the status of Developer’s obtaining required permits or authorizations; (iv)
whether the Generator Deactivation Solution is an interim or permanent project; and (v) the
operational and performance benefits of the Generator Deactivation Solution. If the ISO
determines to halt a regulated transmission Generator Deactivation Solution, it will notify the
Developer of the project and post the notice on its website. If a selected regulated transmission
Generator Deactivation Solution is halted by the 1SO, all of the costs incurred and commitments

made by the Developer up to that point, including reasonable and necessary expenses incurred to
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implement an orderly termination of the project, will be recoverable by the Developer in
accordance with Section 38.23 and the cost recovery mechanism in Rate Schedule 16 of the ISO
OATT.

38.15.2  Notwithstanding Section 38.15.1, the ISO shall not halt a regulated transmission
Generator Deactivation Solution once the Developer: (i) has received its Article VI certification
or other applicable siting permits or authorizations under New York State law or (ii) if permitting
or regulatory approval is not required, has commenced construction of the Generator

Deactivation Solution.
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38.16 RMR Generator Additional Costs

38.16.1 Proposed Additional Costs

During the performance of an RMR Agreement, the Generator Owner of one or more
RMR Generators shall promptly notify the ISO of an event that (a) could not reasonably have
been foreseen at the time the rate in the RMR Agreement was executed, and that (b) it reasonably
expects may require it to incur costs that in the aggregate exceed the lesser of (x) $250,000, and
(y) five (5) percent of the annual RMR Avoidable Costs excluding the cost of Capital
Expenditures, that (i) it can reasonably demonstrate was not among the costs (A) submitted to the
ISO prior to the execution of an RMR Agreement with an Availability and Performance Rate, or
(B) within the categories of costs submitted to the Commission in a petition for an Owner
Developed Rate, and (ii) are necessary to incur in order for the RMR Generator to be able to
continue to perform its obligations under the RMR Agreement after the event (a “Notice of
Event of Proposed Additional Cost™).

If the NYISO informs an Initiating Generator that submitted a Generator Deactivation
Notice that the Generator will need to remain in service for the 365 day notice period, the
Generator Owner of the Initiating Generator shall promptly notify the 1SO of an event (a) that
occurred after the Generator Deactivation Notice was submitted, but prior to the conclusion of
the 365 day notice period, and (b) that could not reasonably have been foreseen at the time the
Generator Deactivation Notice was submitted; where (i) Generator Owner reasonably expects it
will be required to incur unanticipated costs that, in the aggregate, will exceed $100,000 to
operate for the remainder of the 365 day notice period, and (ii) incurring the costs is necessary
for the Generator to be able to perform or continue to perform as an Interim Service Provider

after the event (also a “Notice of Event of Proposed Additional Cost”).
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Following its submission of the required Notice of Event of Proposed Additional Cost,
the Generator Owner shall promptly notify the ISO of, and provide updates addressing the
following: (i) the reason(s) why the expense was or must be incurred, (ii) viable alternatives to
incurring the expense, (iii) actions examined or taken to avoid the need to incur the expense, and
to minimize the expense, (iv) the potential impact on the RMR Generator’s ability to perform its
obligations under an RMR Agreement if the expense is not incurred, (v) the estimated and actual
costs of the proposed expense, (vi) the plan specifying the schedule and timing of any planned
action or expenditure, (vii) an explanation and supporting documentation of how that plan
compares with the Generator Owner’s past similar actions and protocols, (viii) whether each cost
is associated solely with the RMR Generator or are for services or functions shared with other
units or businesses; and if a shared cost, the Generator Owner shall identify the other entities
with which the cost is shared, the entity that allocates the cost to it, and accounting protocols and
methodology used to allocate the units and businesses across which the cost is allocated.
38.16.1.1 If the cost of returning an RMR Generator to service does not exceed the
lesser of (x) $250,000, and (y) five (5) percent of the annual RMR Avoidable
Costs excluding the cost of Capital Expenditures, then the Generator Owner shall
promptly return the RMR Generator to service without additional recompense.

38.16.1.2 If the cost of returning an Interim Service Provider to service is not
expected to exceed $100,000, then the Generator Owner shall promptly return the
Generator to service without additional recompense.

38.16.1.3 1ISO Identification of Proposed Additional Costs. If the ISO determines

that the Notice of Event of Proposed Additional Cost was timely provided and

each of the requirements in Subsections (a) and (b) of Section 38.16.1 have been
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met, and the information required by Subsections (i) through (viii) has been
provided, it shall be a “Proposed Additional Cost.”

38.16.2 Proposed Additional Cost Eligibility for Recovery

38.16.2.1 The ISO shall review, verify, and/or validate the information provided by
the Generator Owner for a Proposed Additional Cost. The ISO may require the
Generator Owner to re-submit or to submit additional information to support
statements and costs that the ISO determines are not adequately supported or
otherwise verifiable. A “Substantiated Additional Cost” shall mean a Proposed
Additional Cost that the ISO has either verified is the actual cost, or verified and
validated the estimated cost information received from the Generator Owner,
provided that (a) the Generator Owner demonstrates it took measures to minimize
the expense, or if the ISO determines that the Generator Owner did not
demonstrate it took such steps, such amount estimated by the ISO that would be
the expense had the RMR Generator or Interim Service Provider taken measures
to reduce it, and (b) it is or was necessary for the Generator Owner to incur these
costs for the RMR Generator to perform its obligations under the RMR
Agreement or for the Interim Service Provider to operate during the 365 day
notice period; provided the 1ISO has not issued a notice of shut-down (or similar
notice) to Generator Owner for the RMR Generator pursuant to the RMR
Agreement or to Generator Owner of the Interim Service Provider pursuant to
Section [ XXX or YYY] of this Attachment FF. If the cost information provided
by the Generator Owner cannot be verified and validated by the 1SO, the ISO

shall substitute the amount it reasonably determines. The ISO shall also identify

52



DRAFT, August 31, 2016

if the Substantiated Additional Costs, or a component thereof, is a Capital
Expenditure by using the applicable criteria set forth in Section 38.8.4. The ISO
shall notify the Generator Owner of its determination regarding whether Proposed
Additional Costs are Substantiated Additional Costs.
38.16.2.2 The ISO shall seek comment from the Market Monitoring Unit on its

review of Proposed Additional Costs and determinations of Substantiated
Additional Costs. The responsibilities of the Market Monitoring Unit that are
addressed in this Section are also addressed in Section 38.18.1 of this Attachment
FF and in Section 30.4.6.8.6 of Attachment O of the ISO Services Tariff.

38.16.3 ISO’s Authority to Recover and Pay Substantiated Additional Costs that Are

Capital Expenditures to RMR Generators with Availability and Performance
Rates

This Section shall apply only to RMR Agreements with an Availability and Performance
Rate. If a Substantiated Additional Cost is determined by the ISO to be a Capital Expenditure
and it does not exceed 10,000,000 U.S. Dollars if a non-nuclear Generator, or 25,000,000 U.S.
Dollars if a nuclear Generator, on the basis of the total expenditure needed to address the event
that resulted in the Notice of Event of Proposed Additional Cost, then the ISO may recover the
Substantiated Additional Cost that is a Capital Expenditure pursuant to OATT Rate Schedule 14
and pay that amount to Generator Owner in accordance with (a) the rules in Section 38.17 that
address the 1ISO’s payment of Capital Expenditures, and (b) Rate Schedule 8 to the Services
Tariff. The ISO shall submit an informational filing to the Commission identifying any Capital
Expenditures it is paying pursuant to the authority granted in this section.

38.16.4 1ISO’s Authority to Recover and Pay Substantiated Additional Costs that are
Capital Expenditures to Interim Service Providers

% The identified sections will require corresponding revisions.]
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This Section shall apply only to Interim Service Providers. If a Substantiated Additional
Cost is determined by the ISO to be a Capital Expenditure and it does not exceed 1,000,000 U.S.
Dollars, on the basis of the total expenditure needed to address the event that resulted in the
Notice of Event of Proposed Additional Cost, then the ISO may recover the Substantiated
Additional Cost that is a Capital Expenditure pursuant to OATT Rate Schedule 14 and pay that
amount to Generator Owner in accordance with (a) the rules in Section 38.17 that address the
ISO’s payment of Capital Expenditures, and (b) Rate Schedule 8 to the Services Tariff. The ISO
shall submit an informational filing to the Commission identifying any Capital Expenditures it is
paying pursuant to the authority granted in this section.

Interim Service Providers are only eligible to recover Capital Expenditures if they are
Additional Costs.

38.16.5 Owner May Request Commission Approval for Recovery of Additional Costs.

If the Owner makes such a filing, it shall also submit the ISO’s determinations pursuant
to Sections 38.16.1.2 and 38.16.2.1 with its filing, or promptly after receipt of either
determination. The ISO shall only be obligated to pay the Owner under this section if (a) the
Commission determines that the cost filed for the RMR Generator is eligible for recovery as a
Proposed or Substantiated Additional Cost, and (b) the Commission approves the specific
amount and authorizes its recovery. If the Proposed or Substantiated Additional Cost that the
Commission authorizes payment of is for a Capital Expenditure, the ISO will pay in accordance
with (a) the rules in Section 38.17 that address the ISO’s payment of Capital Expenditures, and
(b) Rate Schedule 8 to the Services Tariff. If the Proposed or Substantiated Additional Cost that

the Commission authorizes payment of is an Avoidable Cost that is not a Capital Expenditure
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then payment directed by a Commission order shall be made in accordance with Rate Schedule 8

to the 1SO Services Tariff.
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38.17 Payment of Capital Expenditures to RMR Generators

38.17.1  Capital Expenditures that are specifically identified (including an estimated cost
and estimated in-service date) in a Commission-accepted Availability and Performance Rate or
in a Commission-accepted Owner Developed Rate are eligible for recovery in accordance with
the rules set forth in Section 38.17, Section 23.6.5 of the 1SO Services Tariff, Rate Schedule 8 of
the 1ISO Services Tariff, Schedule 14 of the ISO OATT, and any relevant Commission order.

38.17.2  Capital Expenditures that are Proposed Additional Costs or Substantiated
Additional Costs are eligible for recovery in accordance with the rules set forth in Sections 38.16
and 38.17 , Section 23.6.5 of the ISO Services Tariff, Rate Schedule 8 of the ISO Services Tariff,
Schedule 14 of the ISO OATT, and any relevant Commission order.

38.17.3  1SO Authority to Authorize Capital Expenditures

If the ISO determines that (a) Capital Expenditures are necessary for a Generator to
provide service under an RMR Agreement, and (b) work on one or more of the Capital
Expenditures must commence in advance of Commission action in order to timely, or more
timely, address a Generator Deactivation Reliability Need, then the ISO may authorize the
Generator Owner to spend up to 10,000,000 U.S. Dollars if a non-nuclear Generator, or
25,000,000 U.S. Dollars if a nuclear Generator, in total, to develop the Capital Expenditure(s) in
advance of receiving an order from the Commission. The ISO shall submit an informational
filing to the Commission identifying any Capital Expenditures it is authorizing pursuant to the
authority granted in this Section. The ISO may recover the cost of such a Capital Expenditure
pursuant to Schedule 14 of the ISO OATT and pay the Generator Owner in accordance with
(@) the rules in this Section 38.17, and (b) Rate Schedule 8 to the ISO Services Tariff. If the

Commission issues an order rejecting the proposed Capital Expenditure, then the Generator
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Owner shall cease work on the Capital Expenditure and take reasonable efforts to minimize the
costs it incurs. Reimbursement of a rejected Capital Expenditure shall be limited to actual costs
incurred, including reasonable wind-down costs, shall be subject to the dollar limits set forth in
this section, and shall be reviewed in accordance with Section 38.17.5 below. Allowed wind-
down costs shall be reimbursed as additional Avoidable Costs that are not Capital Expenditures.
ISO review pursuant to Section 38.17.5 shall include consideration of whether the Generator
Owner timely ceased developing a Capital Expenditure and made reasonable efforts to minimize
its wind-down costs.

38.17.4  Early Termination of RMR Agreement

If the Generator Owner is working to complete a Capital Expenditure consistent with an
accepted RMR Agreement or consistent with an approved or accepted Proposed Additional Cost
or Substantiated Additional Cost and the RMR Agreement is terminated early because (x) the
Generator Deactivation Reliability Need is resolved sooner than expected, or (y) the RMR
Generator suffers a forced outage that would require significant costs to repair, or (z) for any
other reason that does not involve an uncured Generator Owner default under the RMR
Agreement or the RMR Generator failing to satisfy one or more of the operating standards
described in Sections 38.19.4(A) and (B) below, and if Generator Owner ceased work on the
Capital Expenditure and made reasonable efforts to minimize the costs it incurred, then,
following review, the 1SO shall recover the actual costs the Generator Owner incurred to
construct the Capital Expenditure and to wind-down its work on the Capital Expenditure
pursuant to Schedule 14 of the ISO OATT and pay Generator Owner in accordance with (a) the
rules in this Section 38.17, and (b) Rate Schedule 8 to the 1ISO Services Tariff. Allowed wind-

down costs shall be reimbursed as additional Avoidable Costs that are not Capital Expenditures.
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ISO review pursuant to Section 38.17.5 below shall include consideration of whether the
Generator Owner timely ceased developing a Capital Expenditure and made reasonable efforts to
minimize its wind-down costs.

38.17.5 I1SO Review of Actual Costs Incurred Prior to Commencing Payment After the

Generator Owner expends money for an allowed or accepted Capital Expenditure, including
expenditures that may be eligible for recovery under Sections 38.17.3 and 38.17.4 above, it shall
submit to the ISO copies of original documentation of the expenditure (including the financing
costs) and an explanation of any difference between the estimated amount and the actual
expenditure. If Generator Owner submits an actual total amount for a Capital Expenditure that is
five (5) percent or more above (a) the estimate that was used by the 1SO to develop an
Availability and Performance Rate or to authorize recovery of a Substantiated Additional Cost;
or (b) the estimate that was presented to the Commission to recover Capital Expenditure costs
that exceed the dollar thresholds specified in Section 38.11.1, in an Owner Developed Rate, or in
a request by the Generator Owner to recover a Proposed or Substantiated Additional Cost; or

(c) an appropriate portion of the estimate provided pursuant to (a) or (b) if the Capital
Expenditure was not completed plus wind-down costs (if any), then the Generator Owner shall
demonstrate to the ISO that reasonable efforts were made to expend the least amount necessary.
The ISO shall review, verify and/or validate the actual expenditure provided by the Generator
Owner. The ISO may require the Generator Owner to re-submit, information that the 1SO
determines is not adequately supported or otherwise verifiable. The amount due for Capital
Expenditure shall be equal to the amount verified and validated by the 1SO as the actual
expenditure. If the 1ISO cannot verify and/or validate, as applicable, the information the

Generator Owner provides, or if the ISO determines that reasonable efforts were not made to
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expend the least amount necessary, then compensation for the Capital Expenditure shall only be
due after the Generator Owner submits its Capital Expenditure to the Commission and the
Commission determines the amount to be paid.
38.17.5.1 If the Commission specified the amount that it authorized to be recovered
for a particular Capital Expenditure in an order, then the ISO shall permit the
Generator Owner to recover the actual amount verified and validated by the 1SO,
up to the limit(s) specified in the Commission order.

38.17.6 1SO Payment and Recovery of Authorized or Accepted Capital
Expenditures

38.17.6.1 The ISO shall commence paying for Capital Expenditures as soon as
practicable after (i) the capital asset that is a Capital Expenditure (a) has been
placed into service, or otherwise integrated into the Generator, or (b) was not
placed into service solely due to the ISO instructing the RMR Generator to halt
implementation of the Capital Expenditure, or issuing a Notice of Shut-down or
terminating the RMR Agreement after costs had already been incurred; and
(i) the amount paid by the Owner is verified and /or validated, as applicable, by
the ISO as described in Section 38.17.5, or is determined by the Commission.

38.17.6.2 The ISO shall implement a repayment schedule in accordance with the
formula specified in Section 38.17.6.2.1 below for each Capital Expenditure that
will permit the Capital Expenditure to be completely repaid by the end date
specified in Section 2.2.5 of the Form of Reliability Must Run Agreement set forth
in Appendix C of this Attachment FF or by the equivalent date specified in an
RMR Agreement that is not a Form of Reliability Must Run Agreement, or by the

conclusion of the 365 day notice period if the ISO is repaying an allowed Capital
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Expenditure to an Interim Service Provider. If an RMR Agreement terminates
prior to the end date that is specified in the RMR Agreement, then the ISO may
continue repaying any Capital Expenditures the Generator Owner remains eligible
to receive until that end date.

38.17.6.2.1 Repayment Schedule for Capital Expenditures

For each Capital Expenditure CapExMonthly Payment is the amount that

Generator Owner is permitted to recover each month:

Verified CapExgy
Mg _

CapEx Monthly Payment =

Where:

Verified CapEx g\ = the amount due for a Capital Expenditure, verified and
validated by the ISO as an actual expenditure for Generator g.

Month k is the month in which Repayment of a Capital Expenditure commences.
Month E is the month that includes the end date specified in Section 2.2.5 in the Form
of Reliability Must Run Agreement or by the equivalent date specified in an RMR
Agreement that is not a Form of Reliability Must Run Agreement for Generator g, or
the conclusion of the 365 day notice period for an Interim Service Provider.

Mg_; = the number of months from month k to month E, including month k and
month E.

38.17.6.3 The 1SO shall pay the Generator Owner amounts due for Capital
Expenditures as a component of RMR Avoidable Costs (for an Availability and
Performance Rate) or RMR Cost (for an Owner Developed Rate) under Rate
Schedule 8 to the ISO Services Tariff. The 1ISO shall recover the cost of Capital
Expenditures from RMR LSEs in accordance with Schedule 14 to the OATT.

38.17.6.4 Unless the Commission issues an order instructing it to pay, the ISO shall

not pay the cost of Capital Expenditures that Section 23.6.5.2 of the ISO Services
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Tariff prohibits it from paying, even if the Capital Expenditures might otherwise
be payable under the rules specified in this Attachment FF.

38.17.6.5 A Generator Owner that recovers the cost of Capital Expenditures may be
required to repay to the ISO the depreciated value of the Capital Expenditure
costs it recovered before the RMR Generator at or for which the Capital
Expenditure was incurred is permitted to be offered into or scheduled in the ISO
Administered Markets. See Section [15.8.6] of Rate Schedule 8 to the Services

Tariff.
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38.18 Market Monitoring Unit Review of Determinations — This section to be updated.
38.19 Terminating RMR Agreements

38.19.1 Each RMR Agreement shall include an end date. RMR Agreements may
incorporate a different end date for each RMR Generator that operates pursuant to the RMR
Agreement.

38.19.2 RMR Agreements that include more than one RMR Generator shall permit the
ISO to terminate the RMR Agreement for an RMR Generator without requiring the I1SO to
terminate the RMR Agreement for any or all of the other RMR Generator(s) that are operating
pursuant to the same RMR Agreement.

38.19.3 The ISO shall timely terminate an RMR Agreement for an RMR Generator when
that RMR Generator is no longer needed to address identified Generator Deactivation Reliability
Need(s).

38.19.4 The ISO may terminate an RMR Agreement for an RMR Generator under any of
the following circumstances: (A) if the RMR Generator fails to satisfy any of the minimum
operating standards specified in the RMR Agreement; (B) if the RMR Generator repeatedly fails
to operate as requested when it is called upon by the ISO or by a Transmission Owner to address
one or more of the identified Generator Deactivation Reliability Need(s) the RMR Generator is
being retained to address; (C) when the RMR Generator suffers a forced outage that will prevent
it from being available for 180 or more days to address the identified Generator Deactivation
Reliability Need(s) that the RMR Generator is being retained to address; or (D) if significant
Additional Costs arise (see Section 38.16) that make the RMR Generator more expensive than

other solutions to the identified Generator Deactivation Reliability Need(s).
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38.20 — Reserved
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38.21 Reserved
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38.22 — Cost Allocation Methodology for Generator Deactivation Process

The cost allocation mechanism under this Section 38.22 sets forth the basis for allocating
costs associated with: (i) a Responsible Transmission Owner’s transmission Generator
Deactivation Solution proposed in accordance with Section 38.4 and, if applicable, its conceptual
permanent transmission Generator Deactivation Solution, (ii) a Developer’s transmission
Generator Deactivation Solution selected by the ISO to address the Generator Deactivation
Reliability Need pursuant to Section 38.10, or (iii) a Generator operating under an RMR
Agreement to address a Generator Deactivation Reliability Need.

The formula is not applicable to that portion of the cost of a regulated transmission
reliability project that is, pursuant to Section 25.7.12 of Attachment S to the ISO OATT, paid for
with funds (1) previously committed by or collected from Developers through their acceptance
of a Project Cost Allocation for System Deliverability Upgrades required for the interconnection
of generation or merchant transmission projects, or (2) funds collected as a Highway Facilities
Charge pursuant to Rate Schedule 12 of the ISO OATT.

This Section 38.22 establishes the allocation of the costs related to resolving Generator
Deactivation Reliability Needs resulting from resource adequacy, BPTF thermal transmission
security, local transmission security, dynamic stability, and short circuit issues. Costs will be
allocated in accordance with the following hierarchy: (i) resource adequacy pursuant to Section
38.22.1, (ii) BPTF thermal transmission security pursuant to Section 38.22.2, (iii) BPTF voltage
security pursuant to Section 38.22.3, (iv) local transmission security pursuant to Section 38.22.4,
(v) dynamic stability pursuant to Section 38.22.5, and (vi) short circuit pursuant to Section

38.22.6.
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38.22.1 Resource Adequacy Reliability Solution Cost Allocation Formula

For purposes of solutions eligible for cost allocation under this Section 38.22, this section
sets forth the cost allocation methodology applicable to that portion of the costs of the solution
attributable to resolving resource adequacy. The same cost allocation formula is applied
regardless of the project or sets of projects being triggered; however, the nature of the solution
set may lead to some terms equaling zero, thereby dropping out of the equation. To ensure that
appropriate allocation to the LCR and non-LCR zones occurs, the zonal allocation percentages
are developed through a series of steps that first identify responsibility for LCR deficiencies,
followed by responsibility for remaining need. The following formula shall apply to the

allocation of the costs of the solution attributable to resource adequacy:

Concident Peak;
LCRdef; +(1+IRM — LCR,) Soln STWdef
Resource Adequacy Cost Allocation; = Soln Size + i Cormcidont Peak Soln Size
k

(L4 IRM - LCRy)

Concident Peak;

+ (1+IRM — LCR,) Soln Cldef

+ Soln Size *100%

m

Z Coincident Peak;
=1

# (14 IRM — LCR))

Where i is for each applicable zone, n represent the total zones in NYCA, m represents
the zones isolated by the binding interfaces, IRM is the statewide reserve margin, and where
LCR is defined as the locational capacity requirement in terms of percentage and is equal to zero
for those zones without an LCR requirement, LCRdef; is the applicable zonal LCR deficiency,
SoInSTWdef is the STWdef for each applicable project, SoInCldef is the Cldef for each
applicable project, and Soln_Size represents the total compensatory MW addressed by each
applicable project for all reliability cost allocation steps in this Section 38.22.

Three step cost allocation methodology for regulated reliability solutions:

66



DRAFT, August 31, 2016

38.22.1.1 Step 1 - LCR Deficiency

31.22.1.1.1  Any deficiencies in meeting the LCRs for the Target Year will be referred
to as the LCRdef. If the reliability criterion is met once the LCR deficiencies
have been addressed, that is LOLE < 0.1 for the Target Year is achieved, then the
only costs allocated will be those related to the LCRdef MW. Cost responsibility
for the LCRdef MW will be borne by each deficient locational zone(s), to the
extent each is individually deficient.

For a single solution that addresses only an LCR deficiency in the applicable LCR zone,

the equation would reduce to:

_ LCRdef;
Allocation; = Soln Size * 100%

Where i is for each applicable LCR zone, LCRdef; represents the applicable zonal LCR
deficiency, and Soln_Size represents the total compensatory MW addressed by the applicable
project.

38.22.1.1.2  Prior to the LOLE calculation, voltage constrained interfaces will be

recalculated to determine the resulting transfer limits when the LCRdef MW are
added.

38.22.1.2 Step 2 - Statewide Resource Deficiency. If the reliability criterion is not

met after the LCRdef has been addressed, that is an LOLE > 0.1, thena NYCA
Free Flow Test will be conducted to determine if NYCA has sufficient resources
to meet an LOLE of 0.1.

38.22.1.2.1 If NYCA is found to be resource limited, the 1SO, using the transfer limits

and resources determined in Step 1, will determine the optimal distribution of

additional resources to achieve a reduction in the NYCA LOLE to 0.1.
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38.22.1.2.2  Cost allocation for compensatory MW added for cost allocation purposes
to achieve an LOLE of 0.1, defined as a Statewide MW deficiency (STWdef), will
be prorated to all NYCA zones, based on the NYCA coincident peak load. The
allocation to locational zones will take into account their locational requirements.

For a single solution that addresses only a statewide deficiency, the equation

would reduce to:

Concident Peak; * (1 + IRM — LCR;) Soln STWdef

Allocation; = * Soln Size *100%

n
Z Coincident Peak;, * (1 + IRM — LCRy)
k=1

Where i is for each applicable zone, n is for the total zones in NYCA, IRM is the
statewide reserve margin, and LCR is defined as the locational capacity
requirement in terms of percentage and is equal to zero for those zones without an
LCR requirement, Soln STWdef is the STWdef for the applicable project, and
Soln_Size represents the total compensatory MW addressed by the applicable
project.
38.22.1.3 Step 3 - Constrained Interface Deficiency. If the NYCA is not resource
limited as determined by the NYCA Free Flow Test, then the ISO will examine
constrained transmission interfaces, using the Binding Interface Test.
38.22.1.3.1  The ISO will provide output results of the reliability simulation program
utilized for the RNA that indicate the hours that each interface is at limit in each
flow direction, as well as the hours that coincide with a loss of load event. These
values will be used as an initial indicator to determine the binding interfaces that

are impacting LOLE within the NYCA.
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38.22.1.3.2  The ISO will review the output of the reliability simulation program
utilized for the RNA along with other applicable information that may be
available to make the determination of the binding interfaces.

38.22.1.3.3 Bounded Regions are assigned cost responsibility for the compensatory
MW, defined as Cldef, needed to reach an LOLE of 0.1.

38.22.1.3.4  If one or more Bounded Regions are isolated as a result of binding
interfaces identified through the Binding Interface Test, the ISO will determine
the optimal distribution of compensatory MW to achieve a NYCA LOLE of 0.1.
Compensatory MW will be added until the required NYCA LOLE is achieved.

38.22.1.3.5 The Bounded Regions will be identified by the 1ISO’s Binding Interface
Test, which identifies the bounded interface limits that can be relieved and have
the greatest impact on NYCA LOLE. The Bounded Region that will have the
greatest benefit to NYCA LOLE will be the area to be first allocated costs in this
step. The ISO will determine if after the first addition of compensating MWs the
Bounded Region with the greatest impact on LOLE has changed. During this
iterative process, the Binding Interface Test will look across the state to identify
the appropriate Bounded Region. Specifically, the Binding Interface Test will be
applied starting from the interface that has the greatest benefit to LOLE (the
greatest LOLE reduction per interface compensatory MW addition), and then
extended to subsequent interfaces until a NYCA LOLE of 0.1 is achieved.

38.22.1.3.6  The Cldef MW are allocated to the applicable Bounded Region isolated as
a result of the constrained interface limits, based on their NYCA coincident peaks.

Allocation to locational zones will take into account their locational requirements.
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For a single solution that addresses only a binding interface deficiency, the

equation would reduce to:

Concident Peak; = (1 + IRM — LCR;) SolnCIdef
m

Allocation; = * Soln Size *100%
t Coincident Peak; * (1 + IRM — LCR))

=1

Where i is for each applicable zone, m is for the zones isolated by the binding
interfaces, IRM is the statewide reserve margin, and where LCR is defined as the
locational capacity requirement in terms of percentage and is equal to zero for
those zones without an LCR requirement, SoInCldef is the Cldef for the
applicable project and Soln_Size represents the total compensatory MW

addressed by the applicable project.

38.22.2 BPTF Thermal Transmission Security Cost Allocation Formula

For purposes of solutions eligible for cost allocation under this Section 38.22, this section

sets forth the cost allocation methodology applicable to that portion of the costs of the solution

attributable to resolving BPTF thermal transmission security issues. If, after consideration of the

compensatory MW identified in the resource adequacy reliability solution cost allocation in

accordance with Section 38.22.1, there remains a BPTF thermal transmission security issue, the

ISO will allocate the costs of the portion of the solution attributable to resolving the BPTF

thermal transmission security issue(s) to the Subzones that contribute to the BPTF thermal

transmission security issue(s) in the following manner.

38.22.2.1 Calculation of Nodal Distribution Factors. The ISO will calculate the

nodal distribution factor for each load bus modeled in the power flow case

utilizing the output of the reliability simulation program that identified the
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Generator Deactivation Reliability Need, including the NYCA generation
dispatch and NYCA coincident peak Load. The nodal distribution factor
represents the percentage of the Load that flows across the facility subject to the
Generator Deactivation Reliability Need. The sign (positive or negative) of the
nodal distribution factor represents the direction of flow.

38.22.2.2 Calculation of Nodal Flow. The ISO will calculate the nodal megawatt

flow, defined as Nodal Flow, for each load bus modeled in the power flow case
by multiplying the amount of Load in megawatts for the bus, defined as Nodal
Load, by the nodal distribution factor for the bus. Nodal Flow represents the
number of megawatts that flow across the facility subject to the Generator
Deactivation Reliability Need due to the Load.

38.22.2.3 Calculation of Contributing Load and Contributing Flow. The Nodal

Load for a load bus with a positive nodal distribution factor is a contributing
Load, defined as CLoad, and the Nodal Flow for that Load is contributing flow,
defined as CFlow. To identify contributing Loads that have a material impact on
the Generator Deactivation Reliability Need, the 1SO will calculate a contributing
materiality threshold, defined as CMT, as follows:

_ Yke1 2ik=1 CFlow

CMT
k=1 k=1 CLoad

Where m is for the total number of Subzones and n is for the total number of load
buses in a given Subzone.

38.22.2.4 Calculation of Helping Load and Helping Flow. The Nodal Load for a

load bus with a negative or zero nodal distribution factor is a helping Load,

defined as HLoad, and the Nodal Flow for that Load is helping flow, defined as
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HFlow. To identify helping Loads that have a material impact on the Generator
Deactivation Reliability Need, the ISO will calculate a helping materiality
threshold, defined as HMT, as follows:

i1 2tk=1 HFlow
HMT = 211;_1 Zrle_1 Lk
k=12rk=1HLoad,,

Where m is for the total number of Subzones and n is for the total number of load
buses in a given Subzone.

38.22.2.5 Calculation of Net Material Flow for Each Subzone. The ISO will

identify material Nodal Flow for each Subzone and calculate the net material flow
for each Subzone. For each load bus, the Nodal Flow will be identified as
material flow, defined as MFlow, if the nodal distribution factor is (i) greater than
or equal to CMT, or (ii) less than or equal to HMT. The net material flow for
each Subzone, defined as SZ_NetFlow, is calculated as follows:
n
SZ_NetFlowj = z MFloij
Lj=1
Where j is for each Subzone and n is for the total number of load buses in a given
Subzone.

38.22.2.6 Identification of Allocated Flow for Each Subzone. The ISO will identify

the allocated flow for each Subzone and verify that sufficient contributing flow is
being allocated costs. For each Subzone, if the SZ_NetFlow is greater than zero,
that Subzone has a net material contribution to the Generator Deactivation
Reliability Need and the SZ_NetFlow is identified as allocated flow, defined as
SZ_AllocFlow. If the SZ_NetFlow is less than or equal to zero, that Subzone

does not have a net material contribution to the Generator Deactivation Reliability
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Need and the SZ_AllocFlow is zero for that Subzone. If the total SZ_AllocFlow
for all Subzones is less than 60% of the total CFlow for all Subzones, then the
CMT will be reduced and SZ_NetFlow recalculated until the total SZ_AllocFlow
for all Subzones is at least 60% of the total CFlow for all Subzones.

38.22.2.7 Cost Allocation for a Single BPTF Thermal Transmission Security Issue.

For a single solution that addresses only a BPTF thermal transmission security
issue, the equation for cost allocation would reduce to:

SZ_AllocFlow; SolnBTSdef
X
Yre1SZ _AllocFlowy,  Soln_Size

BPTF Thermal Cost Alloctionj =

Where j is for each Subzone; m is for the total number of Subzones;
SZ_AllocFlow is the allocated flow for each Subzone; SolnBTSdef is the number
of compensatory MW for the BPTF thermal transmission security issue for the
applicable project; and Soln_Size represents the total compensatory MW
addressed by the applicable project.

38.22.2.8 Cost Allocation for Multiple BPTF Thermal Transmission Security Issues.

If a single solution addresses multiple BPTF thermal transmission security issues,
the ISO will calculate weighting factors based on the ratio of the present value of
the estimated costs for individual solutions to each BPTF thermal transmission
security issue. The present values of the estimated costs for the individual
solutions shall be based on a common base date that will be the beginning of the
calendar month in which the cost allocation analysis is performed (the “Base
Date”). The I1SO will apply the weighting factors to the cost allocation calculated
for each Subzone for each individual BPTF thermal transmission security issue.

The following example illustrates the cost allocation for such a solution:
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e A cost allocation analysis for the selected solution is to be performed during a
given month establishing the beginning of that month as the Base Date.

e The ISO has identified two BPTF thermal transmission security issues, Overload
X and Overload Y, and the ISO has selected a single solution (Project Z) to
address both BPTF thermal transmission security issues.

e The cost of a solution to address only Overload X (Project X) is Cost(X),
provided in a given year’s dollars. The number of years from the Base Date to the
year associated with the cost estimate of Project (X) is N(X).

e The cost of a solution to address only Overload Y (Project Y) is Cost(Y),
provided in a given year’s dollars. The number of years from the Base Date to the
year associated with the cost estimate of Project Y is N(Y).

e The discount rate, D, to be used for the present value analysis shall be the current
after-tax weighted average cost of capital for the Transmission Owners.

e Based on the foregoing assumptions, the following formulas will be used:

= Present Value of Cost (X) = PV Cost (X) = Cost (X) / (1+D)N™

= Present Value of Cost (Y) = PV Cost (Y) = Cost (Y) / (1+D)N)

= Overload X weighting factor = PV Cost (X)/[PV Cost (X) + PV Cost (Y)]

= OQOverload Y weighting factor = PV Cost (Y)/[PV Cost (X) + PV Cost (Y)]
e Applying those formulas, if:

Cost (X) = $100 Million and N(X) = 6.25 years

Cost (Y) = $25 Million and N(Y) = 4.75 years

D = 7.5% per year

Then:
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PV Cost (X) = 100/(1+0.075) ** = 63.635 Million
PV Cost (Y) = 25/(1+0.075)*" = 17.732 Million
Overload X weighting factor = 63.635 / (63.635 + 17.732) = 78.21%
Overload Y weighting factor = 17.732 / (63.635 + 17.732) = 21.79%
e Applying those weighing factors, if:
Subzone A cost allocation for Overload X is 15%
Subzone A cost allocation for Overload Y is 70%
Then:
Subzone A cost allocation % for Project Z =
(15% * 78.21%) + (70% * 21.79%) = 26.99%

38.22.2.9 Exclusion of Subzone(s) Based on De Minimis Impact. If a Subzone is

assigned a BPTF thermal transmission security cost allocation less than a de
minimis dollar threshold of the total project costs, that Subzone will not be
allocated costs; provided however, that the total de minimis Subzones may not
exceed 10% of the total BPTF thermal transmission security cost allocation. The
de minimis threshold is initially $10,000. If the total allocation percentage of all
de minimis Subzones is greater than 10%, then the de minimis threshold will be
reduced until the total allocation percentage of all de minimis Subzones is less
than or equal to 10%.
38.22.3 BPTF Voltage Security Cost Allocation
If, after consideration of the compensatory MW identified in the resource adequacy cost
allocation in accordance with Section 38.22.1 and BPTF thermal transmission security cost

allocation in accordance with Section 38.22.2, there remains a BPTF voltage security issue, the
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ISO will allocate the costs of the portion of the solution attributable to resolving the BPTF
voltage security issue(s) to the Subzones that contribute to the BPTF voltage security issue(s).
The cost responsibility for the portion (MW or MV Ar) of the solution attributable to resolving
the BPTF voltage security issue(s), defined as SolnBVSdef, will be allocated on a Load-ratio
share to each Subzone to which each bus with a voltage issue is connected, as follows:

Coincident Peak; SolnBVSdef
Yre, Coincident Peak), ~ Soln_Size

BPTF Voltage Cost Alloction; =

Where j is for each Subzone; m is for the total number of Subzones that are subject to
BPTF voltage cost allocation; Coincident Peak is for the total peak Load for each Subzone;
SolnBVSdef is for the portion of the solution necessary to resolve the BPTF voltage security
issue(s); and Soln_Size represents the total compensatory MW addressed by the applicable
project.
38.22.4 Local Transmission Security Cost Allocation
If, after consideration of the compensatory MW identified in the resource adequacy cost
allocation in accordance with Section 38.22.1, the BPTF thermal transmission security cost
allocation in accordance with Section 38.22.2, and BPTF voltage security cost allocation in
accordance with Section 38.22.3, there remains a non-BPTF thermal security issue or a non-
BPTF voltage security issue, the ISO will allocate the costs of resolving the local security
issue(s) to the Subzones that contribute to the local security issue(s).
38.22.4.1 The Subzone in which the receiving terminal of the non-BPTF facility is
located is assigned cost responsibility for the megawatt portion of the solution
needed to eliminate the non-BPTF thermal issue(s), defined as LocalThermalMW.

If multiple non-BPTF thermal issues in multiple Subzones are addressed by the
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solution, the LocalThermalMW will be allocated on a Load-ratio share to each
identified Subzone as follows:

Coincident Peak; o LocalThermalMW
Yre, Coincident Peak;, Soln_Size

Local Thermal Cost Alloctionj =

Where j is for each Subzone; m is for the total number of Subzones that are
subject to local thermal cost allocation; Coincident Peak is for the total peak load
for each Subzone; LocalThermalMW is for the megawatt portion of the solution
needed to eliminate the non-BPTF thermal issue(s); and Soln_Size represents the
total compensatory MW addressed by the solution.

38.22.4.2 If there remains a voltage issue after consideration of LocalThermalMW,
then the cost responsibility for the megawatt portion of the solution necessary to
resolve the voltage issue(s), defined as LocalVoltageMW, will be allocated on a
Load-ratio share to each Subzone to which each bus with a voltage issue is
connected, as follows:

Coincident Peak; o LocalVoltageMW
Yre, Coincident Peak;, Soln_Size

Local Voltage Cost Alloction; =

Where j is for each Subzone; m is for the total number of Subzones that are
subject to local voltage cost allocation; Coincident Peak is for the total peak Load
for each Subzone; LocalVoltageMW is for the megawatt portion of the RMR
Agreement necessary to resolve the voltage issue(s); and Soln_Size represents the

total compensatory MW addressed by the solution.

7



DRAFT, August 31, 2016

38.22.5 Dynamic Stability Cost Allocation

If, after consideration of the compensatory MW identified in the resource adequacy cost
allocation in accordance with Section 38.22.1, BPTF thermal transmission security cost
allocation in accordance with Section 38.22.2, BPTF voltage security cost allocation in
accordance with Section 38.22.3, and local transmission security cost allocation in accordance
with Section 38.22.4, there remains a dynamic stability issue, the ISO will allocate the costs of
the portion of the solution attributable to resolving the dynamic stability issue(s) to all Subzones
in the NYCA on a Load-ratio share basis, as follows:

Coincident Peak; DynamicMW
Yre, Coincident Peak;, Soln_Size

Dynamic Stability Cost Alloction; =

Where j is for each Subzone; m is for the total number of Subzones; Coincident Peak is
for the total peak Load for each Subzone; DynamicMW is for the megawatt portion of the
solution necessary to resolve the dynamic stability issue(s) for the applicable project; and
Soln_Size represents the total compensatory MW addressed by the applicable project.

38.22.6 Short Circuit Issues

If, after the completion of the prior reliability cost allocation steps, there remains a short

circuit issue, the short circuit issue will be deemed a local issue and related costs will not be

allocated under this process.
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38.23 Cost Recovery for Generator Deactivation Process

38.23.1 The Responsible Transmission Owner or the Developer that proposes a
transmission Generator Deactivation Solution that is selected by the 1SO pursuant to
Section 38.10 to address a Generator Deactivation Reliability Need shall be entitled to
full recovery of all reasonably incurred costs, including a reasonable return on investment
and any applicable incentives, related to the development, construction, operation and
maintenance of the transmission Generator Deactivation Solution. The Responsible
Transmission Owner shall also be entitled to recover its costs for developing its proposed
transmission Generator Deactivation Solution and, if applicable, its conceptual permanent
Generator Deactivation Solution. The Responsible Transmission Owner or Developer
will recover its costs in accordance with Schedule 16 of this ISO OATT, or as determined
by the Commission. The period for cost recovery will be determined by the Commission
and will begin if and when the Generator Deactivation Solution is completed or halted, or
as otherwise determined by the Commission.

38.23.2. If a selected regulated transmission Generator Deactivation Solution is halted by
the 1SO, all of the costs incurred and commitments made by the Developer up to that
point, including reasonable and necessary expenses incurred to implement an orderly
termination of the project, will be recoverable by the Developer in accordance with
Schedule 16 of the ISO OATT.

38.23.3 If the appropriate federal, state or local agency(ies) either rejects a necessary
authorization, or approves and later withdraws authorization, for the selected
transmission Generator Deactivation Solution, the Developer may recover all of the

necessary and reasonable costs incurred and commitments made up to the final federal,
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state or local regulatory decision, including reasonable and necessary expenses incurred
to implement an orderly termination of the project, to the extent permitted by the
Commission in accordance with its regulations on abandoned plant recovery. The ISO
shall recover such costs in accordance with Schedule 16 of the ISO OATT.

38.23.4 If a Market Participant’s Generator is operating under an RMR Agreement
pursuant to Section 38.[11] to address a Generator Deactivation Reliability Need, the
Market Participant will be paid in accordance with Rate Schedule 8 of the ISO Services
Tariff. The 1ISO will recover costs related to RMR Agreements from LSESs in accordance
with Schedule 14 of the ISO OATT.

38.23.5 With the exception of a Generator operating under an RMR Agreement, costs
related to non-transmission regulated Generator Deactivation Solutions to Generator
Deactivation Reliability Needs will be recovered by Responsible Transmission Owners or
Developers in accordance with the provisions of New York Public Service Law, New

York Public Authorities Law, or other applicable state law.
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38.24 — Generator Deactivation Notice Form — To be included as separate Appendix A
38.25 — Generator Deactivation Process Cost, Revenue, and Other Information
Requirements — To be included as separate Appendix B.

38.26 - Form of Reliability Must Run Agreement — To be included as separate Appendix C.
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