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ARTICLE 2
DEFINITIONS

20 Definitions

The following definitions are applicable to the SO Services Tariff:
21  Actual Energy Injections

Energy injections which are measured using a revenue-quality real-time meter.
211 Actual Energy Withdrawals

Energy withdrawals which are either: (1) measured with arevenue-quality rea-time
meter; (2) assessed (in the case of Load Serving Entities ("L SES") serving retail customers where
withdrawals are not measured by revenue quality real-time meters) on the basis provided forina
Transmission Owner’ sretail access program; or (3) calculated (in the case of wholesale
customers where withdrawal s are not measured by revenue quality real-time meters), until such
time as revenue - quality real -time metering is available on a basis agreed upon by the unmetered
wholesale customers.
22  AdverseConditions

Those conditions of the natural or man-made environment that threaten the adequate
reliability of the NY S Power System, including, but not limited to, thunderstorms, hurricanes,

tornadoes, solar magnetic flares and terrorist activities.
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Service; Operating Reserve Service (including Spinning Reserve, 10-Minute Non-Synchronized
Reserves and 30-Minute Reserves); and Black Start Capability.

2.5 Application

A request to provide or receive service pursuant to the provisions of the |SO Services
Tariff, that includes all information reasonably requested by the | SO.

26  Automatic Generation Control (“AGC")

The automatic regulation of the power output of electric Generators within a prescribed
range in response to a change in system frequency, or tielineloading, to maintain system
frequency or scheduled interchange with other areas within predetermined limits.

27  Available Generating Capacity

Generating Capacity that is on line to serve Load and/or provide Ancillary Services, or is
capable of initiating start-up for the purpose of serving Transmission Customers or providing
Ancillary Services, within thirty (30) minutes.
2.7a Available Resources

For purposes of determining the Real-Time Locational Based Marginal Price in any
Seedrity-Constrained Real-Time Dispatch interval: the capability of al Suppliersto provide
sSpinning fReserves, ANon-sSynchronized 10-mMinute fReserves, and 30-mM inute rReserves in
that interval and the quantity of recallable eExternal ICAP eEnergy salesin that interval.

28  Availability

A measure of time that a Generator, transmission line or other facility is or was capable



of providing service, whether or not it actually isin -service.
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2.9 Back-Up Operation
29a Back-up Operation Procedures:. The ISO shall develop Back-up Operation
procedures that will carry out theintent and purposes of this Tariff to the extent practical,
taking into consideration circumstances under which the normal communications or
computer systems of the SO are not fully functional. Such procedures shall include
testing requirements and training for the 1 SO staff, Transmission Owner staff, and Market
Participants. If communication or computer systems malfunctions result in the ISO's
inability to operate the NY CA in accordance with the |SO's Procedures or under
approved testing procedures, the | SO will direct the Transmission Owners to assume the
responsibility to operate their respective systems in accordance with Good Utility
Practiceto facilitate the operation of the NY CA in asafe and reliable manner ("Back-up
Operation"). The Transmission Ownerswill continue to operate their respective systems
until such time that the 1SO is ready to resume control. During Back-up Operation, the
Transmission Owner control centers will operate to maintain the Desired Net Interchange
("DNI™) within each Transmission District. Generator Bid curveswill be provided by the
I SO to theindividual Transmission Ownersin order to permit dispatch by the
Transmission Owners subject to the Transmission Owner Code of Conduct. Normal

Day-Ahead Market and Real-Time Market operations may be halted if required.
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2.9b Market Participant and Transmission Customer Obligations: During Back-up
Operation, Transmission Customers and other Market Participants shall comply with any
and all instructions and orders issued by the SO or the Transmission Owners.
2.9c Billing and Settlement: In the event that Back-up Operation is implemented, the
billing and Settlement Procedures contained in this Tariff shall apply only to the extent
they can be implemented by the Back-up Operation procedures. The SO will follow
specific billing and Settlement procedures devel oped by the | SO for use under these
circumstances. The SO shall gather necessary information, manually reconstruct the
billing information as soon as practical, and submit invoices to Transmission Customers.
The SO shall be under no obligation to comply with the billing procedure time limits
specified in Section 7. Neither the | SO nor the Transmission Owners shall be liable,
under any circumstances, for any economic losses suffered by any Transmission
Customer, Market Participant, or third party, resulting from the implementation by the
ISO of Back-up Operation or compliance with orders issued by the ISO or Transmission
Owners that were necessary to operate the NY CA in a safe and reliable manner. Such
orders may include, without limitation, instructions to generation facilities to increase or

decrease output, and instructions to L oad to reduce or interrupt service.
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210 Reserved for Future Use2.11 Base Point Signals
Electronic signals sent from the | SO and ultimately received by Generators specifying the
scheduled MW output for the Generator. Real-Time Dispatch (“RTD”) Base Point Signals are
typically sent to Generators on anomina five (5) minute basis. AGC Base Point Signals are
typically sent to Generators on anominal six (6) second basis.
2.11a BasisAmount
The greatest amount owed to the | SO for purchases of Energy and Ancillary Servicesin
any mo nth during the Prior Equivalent Capability Period, as adjusted by the 1SO to reflect

material changes in the extent of the Customer’s participation in the | SO-administered Energy

and Ancillary Services Markets.
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2.11b BasisMonth

The month during the Prior Equivalent Capability Period in which the amount owed by
the Customer for Energy and Ancillary Services was greatest.
212 Bid/Post System

An electronic information system used to allow the posting of proposed transmission
schedules and Bids for Energy and Ancillary Services by Market Participants for use by the ISO

and to allow the 1SO to post LBMPs and schedules.
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213 Bid

Offer to purchase and/or sell Energy, Demand Reductions, Transmission Congestion
Contracts and/or Ancillary Services at a specified pricethat is duly submitted to the ISO
pursuant to SO Procedures.
2.13a Bid Component

A component of the Operating Requirement, calculated in accordance with Article Il of
Attachment K.
2.14 Bid Price

The price at which the Customer offering the Bid iswilling to provide the product or
service, or iswilling to pay to receive such product or service, as applicable.
215 Bid Production Cost

Total cost of the Generators required to meet Load and reliability Constraints based upon
Bids corresponding to the usual measures of Generator production cost (e.g., running cost, are
Minimum Generation Bid, and Start-Up Bid).
2.15a Bidder

An entity that bids to purchase Unforced Capacity in an Installed Capacity auction.
2.16 Bilateral Transadion

A Transaction between two or more parties for the purchase and/or sale of Capacity,

Energy, and/or Ancillary Services other than those in the |SO Administered Markets.
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2.17 Capability Period

Six-month periods which are established asfollows: (i) from May 1 through October 31
of each year (“ Summer Capability Period”); and (ii) from November 1 of each year through
April 30 of the following year (“Winter Capability Period”).
2.17a Capability Period Auction

An auction conducted no later than thirty (30) days prior to the start of each Capability
Period in which Unforced Capacity may be purchased and sold in a six- month strip.
2.17b Capability Year

A Summer Capability Period, followed by a Winter Capability Period (i.e., May 1
through April 30).
218 Capacity

The capability to generate or transmit electrical power, measured in megawatts (“MW”).
2.18a Capacity Limited Resource

A Resourcethat is constrained in its ability to supply Energy above its Normal Upper
Operating Limit by operational or plant configuration characteristics. Capacity Limited
Resources must register their Capacity limiting characteristics with, and justify them to, the 1ISO
consistent with 1SO Procedures. Capacity Limited Resources may submit a schedule indicating
that their Normal Upper Operating Limit isafunction depending on one or more variables, such
as temperature or pondage levels, in which case the Normal Upper Operating Limit applicable at

any time shall be determined by referenceto that schedule.
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2.18b CARL Data

Control Area Resource and Load (“CARL") data submitted by Control Area System
Resourcesto the 1SO.
219 Centralized Transmission Congestion Contracts (* TCC”) Auction (“Auction”)

The process by which TCCs are released for sale for the Centralized TCC Auction
period, through abidding process administered by the | SO or an auctioneer.

2.20 Reserved for FutureUse

2.21 Reserved for FutureUse
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2.22 Code of Conduct

The rules, procedures and restrictions concerning the conduct of the ISO directors and
employees, contained in Attachment F to the |SO Open Access Transmission Tariff.
223 Commission (“FERC”)

The Federal Energy Regulatory Commission, or any Successor agency.
2.23a Compensable Overgeneration

A quantity of Energy injected by a Supplier, over agiven RTD interval, that exceedsthe
Real-Time Scheduled Energy Injection established by the SO for that Supplier and for which the
Supplier may be paid pursuant to | SO Procedures, provided that the excess Energy injection does
not exceed the the-Supplier’ s Real -Time Scheduled Energy Injection over that interval, plus a
tolerance. Thetolerance shall initialy be set at 3% of agiven Supplier’s Normal Upper
Operating Limit and may be modified by the N¥I SO if necessary to maintain good Control
Performance.
2.24 Completed Application

An Application that satisfiesall of theinformation and other requirements for service

under the | SO Services Tariff.
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2.25 Confidential Information

Information and/or datathat has been designated by a Customer to be proprietary and
confidential, provided that such designation is consistent with the |SO Procedures, the SO
Services Tariff, and the SO Code of Conduct.
2.26 Congestion

A characteristic of the transmission system produced by a constraint on the optimum
economic operation of the power system, such that the marginal price of Energy to serve the next

increment of Load, exclusive of losses, at different locations on the transmission systemis

unequal .
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2.27 Congestion Component

The component of the LBMP measured at alocation or the Transmission Usage Charge
between two locations that is attributable to the cost of transmission Congestion.
2.28 Congestion Rent

Theopportunity costs of transmission Constraints on the NY S Transmission System.
Congestion Rents are collected by the | SO from Loads through its facilitation of LBMP Market
Transactions and the collection of Transmission Usage Charges from Bilateral Transactions.
2.29 Congestion Rent Shortfall

A condition in which the Congestion Rent revenue collected by the ISO in the
Day-Ahead Market for Energy is less than the amount of Congestion Rent revenuein the
Day-Ahead Market for Energy that the |SO is obligated under the ISO OATT to pay out to the
Primary Holders of TCCs.
230 Constraint

An upper or lower limit placed on avariable or set of variablesthat are used by the ISO
inits SCUC, RTC, or RTD programs to control and/or facilitate the operation of the NY S

Transmission System.
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2.31 Contingency

An actua or potential unexpected failure or outage of a system component, such asa
Generator, transmissionline, circuit breaker, switch or other electrical element. A Contingency
also may include multiple components, which are related by situations leading to simultaneous
component outages.
232 Control Area

An electric system or combination of electric power systems to which a common
Automatic Generation Control scheme is applied in order to: (1) match, at al times, the power
output of the Generators within the el ectric power system(s) and Capacity and Energy purchased
from entities outside the electric power system(s), with the Load within the electric power
system(s); (2) maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice; (3) maintain the frequency of the electric power system(s) within
reasonable limits in accordance with Good Utility Practice; and (4) provide sufficient generating
Capacity to maintain operating reserves in accordance with Good Utility Practice.
2.32a Control Area System Resource

A set of Resources owned or controlled by an entity within a Control Areathat also isthe

operator of such Control Area. Entities supplying Unforced Capacity using Control Area System

Resources will not designate particular Resources as the suppliers of Unforced Capacity.
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2.32b Control Performance

A standard for measuring the degree to which a Control Areais providing Regulation and
Frequency Response Service in conformance with NERC requirements.
2.32c Controllable Transmission

Any Transmission facility over which power-flow can be directly controlled by power-
flow control deviceswithout having to re-dispatch generation.
2.32d Credit Assessment

An assessment of a Customer’s creditworthiness, conducted by the | SO in accordance
with established procedures posted on the | SO’ swebsite, as they may be amended from time to
time, accounting for the Customer’s cash flow, liquidity, leverage and debt coverage,
performance and profitability, contingent liabilities, and other factors including the Customer’s
level of activity in the | SO-admini stered markets.
2.33 Curtailment or Curtail

A reduction in Firm or Non-Firm Transmission Service in response to a transmission

Capacity shortage as aresult of system reliability conditions.
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2.33a Curtailment Customer Aggregator

A Curtailment Services Provider that produces real-time verified reductionsin NY CA
load of at least 100 kW through contracts with retail end-users. The procedure for qualifying as
a Curtailment Customer Aggregator is set forth in 1SO procedures.
2.33al Curtailment Initiation Cost

The fixed payment, separate from a variable Demand Reduction Bid, required by a
qualified Demand Reduction Provider in order to cover the cost of reducing demand.
2.33b Curtailment Services Provider

A qualified entity that can produce real -time, verified reductionsin NY CA Load of at
least 100 kW in asingle Load Zone, p ursuant to the Emergency Demand Response Program and
related | SO procedures. The procedure for qualifying as a Curtailment Services Provider is set
forth in Section I11 below and in 1SO Procedures.
2.34 Customer

An entity which has complied with the requirements contained in the 1SO Services Tariff,
including having signed a Service Agreement, and is qualified to utilize the Market Services and
the Control Area Services provided by the | SO under the | SO Services Tariff; provided,
however, that a party taking services under the Tariff pursuant to an unsigned Service Agreement
filed with the Commission by the SO shall be deemed a Customer.
2.35 Day-Ahead

Nominally, the twenty-four (24) hour period directly preceding the Dispatch Day,



except when this period may be extended by the | SO to accommodate weekends and holidays.
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2.36 Day-Ahead LBMP

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

That portion of Day-Ahead LBMP for an RTD interval that representsthe difference
between the Supplier’s accepted Bid Price and the Day-Ahead LBMP for that interval.

2.36b Day-Ahead Margin Assurance Payment

A supplemental payment that may be made to |SO-Committed Flexible Generatorsor

Demand-Side Resources that reduce their red -time Energy Injections below the level specified

in their Day-Ahead schedulein response to instructions by the | SO or a Transmission Owner that

were issued in order to maintain a secure and reliable dispatch . The proceduresfor calculating,

these paymentsis set forth in Attachment Jto this1SO Services Tariff

2.37 Day-Ahead Market

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

A monotonically increasing Bid curve provided by an entity engaged in a Bilateral
Import or Internal Transaction to indicate the LBMP below which that entity iswilling to reduce

its Generator’s
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output, and purchase Energy in the LBMP Markets, or by an entity engaged in a Bilateral Wheel
Through tTransaction to indicate the Congestion Component cost below which that entity is
willing to accept Transmission Service.

2.38a_Demand Reduction

A quantity of reduced €electricity demand from a Demand Side Resource that is bid,

produced, purchased and sold over aperiod of time and measured or calculated in M egawatt

hours.

2.38ha Demand Reduction Aggregator
A Demand Reduction Provider, qualified pursuant to 1SO Procedures, that bids Demand

Side Resources of at least 1 MW through contracts with Demand Side Resources and is hot a

Load Serving Entity.

2.38c Demand Reduction Incentive Payment

A payment to Demand Reduction Providers that are scheduled to make Day-Ahead
Demand Reductions that are not supplied by aLocal Generator. The payment shall be equal to
the product of: (a) the Day-Ahead hourly LBMP at the applicable Demand Reduction bus; and
(b) the lesser of the actual hourly Demand Reduction or the Day-Ahead scheduled hourly
Demand Reductionin MW. Demand Reduction Incentive Payments shall not be made after

October 31, 2004.
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2.38d Demand Reduction Provider

An entity_that is eligible, pursuant to the relevant_|SO Procedures-tobids Demand Side
Resources of at least 1 MW _into the Day-Ahead Market. A_Demand Reduction Providers_can be
(i) aLoad Serving Entity or (ii) a Demand Reduction Aggregator.
2.39 Demand Side Resour ces

Resources located in the NY CA that are capable of reducing demand in aresponsive,
measurabl e and verifi able manner within time limits, and that are qualified to participatein
competitive Energy and certain Operating Reserves markets pursuant to this 1SO Services Tariff
and the 1SO Procedures.
240 Dependable Maximum Net Capability (“DMNC")

Thesustained maximum net output of a Generator, as demonstrated by the performance
of atest or through actual operation, averaged over a continuous time period as defined in the
| SO Procedures.
241 Desired Net Interchange (“DNI™)

A mechanism used to set and maintain the desired Energy interchange (or transfer)
between two Control Aress; it is scheduled ahead of time and can be changed only manually in
rea-time.
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242 Direct Sale

The sale of TCCsdirectly to abuyer by the Primary Owner through a non -discriminatory
auditable sale conducted on the ISO’s OA SIS, in compliance with the requirements and

restrictions set forth in Commission Order Nos. 888 & seg. and 889 & 5.
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243 Digpatchable

A category of n-operating-mode i which-a Generators or Demand-Side Resources that

are-ts-capable of responding to real-time control from the ISO. Dispatchable Generators

operate in either |SO-Committed Flexible; or Self-Committed Flexible mode. Dispatchable

Demand-Side Resources must be | SO-Committed Flexible. Dispatchable Generators and

Demand-Side Resourcesthat are not providing Regulation Service will follow five-minute RTD
Base Point Signals. Dispatchable Generatorsthat are providing Regulation Service will follow

six-second AGC Base Point Signals. (Demand-Side Resources may not provide Regulation

Service.)-

244 Dispatch Day

Thetwenty-four (24) hour period commencing at the beginning of each day (0000
hour).
245 Dispute Resolution Administrator (“DRA")

Anindividual hired by the SO to administer the Dispute Resol ution Process established
in the ISO Tariffsand 1SO Agreement.
2.46 Dispute Resolution Process (“DRP”)

The procedures: (1) described in the 1SO Tariffs and the SO Agreement that are used to
resolve disputes between Market Participants and the 1 SO involving services provided under the
SO Tariffs (excluding applications for rate changes or other changes to the ISO Tariffs or rules

relating to such services); and (2) described in the ISO/NY SRC Agreement that are used to



resolve disputes between the | SO and NY SRC involving the implementation and/or application
of the Reliability Rules.
2.46a DMNC Test Period

The period within a Capability Period during which a Resource required to do so

pursuant to | SO procedures shall conduct aDMNC test if that DMNC test isto be valid for
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purposes of determining the amount of Installed Capacity used to cal culate the Unforced
Capacity that this Resource is permitted to supply tothe NY CA. Such periods will be
established pursuant to the SO Procedures.

246b East of Central-East

An electrical areacomprised of Load ZonesF, G, H, |, J, and K.

2.46¢c _East of Central-East Excluding New York City and Long Island

An electrical area comprised of Load ZonesF, G, H, and .
2.46d Ead of Central-East Excludingl ongldand
An dectrical areacomprised of Load ZonesF, G, H, |, and J.

2.46eb Economic Operating Point

A point on a Supplier’s Bid curve, established pursuant to 1 SO Procedures, that isa
function of the Real -Time LBMP at the Supplier’s bus, the Supplier’s real -time Energy injection,
Red-Time Bid curve, real-time schedule, stated ramp rate and the Supplier’s Economic
Operating Point in the previous SCD interval, which may be the Supplier's Real -Time Scheduled
Energy Injection. A Supplier’s Economic Operation Point maybe above, below, or equal to its
Real-Time Scheduled Energy Injection.
2.47 Emergency

Any abnormal system condition that requires immediate automatic or manual action to
prevent or limit loss of transmission facilities or Generators that could adversely affect the
reliability of an electric system.

2.47a Emergency Demand Response Program (“EDRP”)



A program pursuant to which the |SO makes payments to Curtailment Service Providers
that voluntarily take effective stepsin real time, pursuant to | SO procedures, to reduce NY CA
demand in Emergency conditions.
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248 Emergency State

The state that the NY S Power System isin when an abnormal condition occurs that
requires automatic or immediate, manual action to prevent or limit loss of the NY S Transmission
System or Generators that could adversely affect the reliability of the NY S Power System.
2.48a Emergency Upper Operating Limit (UOLg)

A-Resource'sT he upper operating limit during extraordinary conditionsthat a Generator
or Demand Side Resource indicates that it expectsto be ableto reach at the request of the SO
whichitwill reach-at the request of the ISO. Each Generator or Demand Side Resource shall
specify ireach-of-itsBidsa UOLgin its Bids that shall be equal to or greater than itsstated

Normal Upper Operating Limit.
249 Energy “MWh")

A quantity of electricity that is bid, produced, purchased, consumed, sold, or transmitted
over aperiod of time, and measured or calculated in megawatt hours.
2.49a Energy Limited Resource

Capacity resourcesthat, due to design considerations, environmental restrictions on
operations, cyclical requirements, such as the need to recharge or refill, or other non-economic
reasons, are unable to operate continuously on adaily basis, but are able to operate for at |east

four consecutive hours each day.
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2.49b Equivalent Demand Forced Outage Rate

The portion of time aunit isin demand, but is unavailable due to forced outages.
2.49c Excess Amount

Thedifference, if any, between the dollar amounts charged to purchasers of Unforced
Capacity in an | SO-administered Unforced Capacity auction and the dollar amounts paid to
sellers of Unforced Capacity in that | SO-administered Installed Capacity auction.
2.49d Energy and Ancillary Component

A component of the Operating Requirement, calculated in accordance with Article 11 of
Attachment K.
2.49%e Equivalency Rating

A rating determined by the 1SO, at a Customer’ s request, based on the | SO’ s financial
evaluation of an Unrated Customer that shall serve asthe starting point of the ISO’s
determination of an amount of Unsecured Credit to be granted to the Customer, if any, as
providedin Table K-1.
250 Excess Congestion Rents

Congestion revenues in the Day-Ahead Market for Energy collected by the SO that are
in excess of its Day-Ahead payment obligations. Excess Congestion Rents may arise if

Congestion occursin the Day-Ahead Market for Energy and if the Day-Ahead Transfer
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Capability of the transmission system is not exhausted by the set of TCCs and Grandfathered
Rights that have been allocated at the completion of the last Centralized TCC Auction.

251 Existing Transmission Capacity for Native Load ("ETCNL")

Transmission Capacity reserved on a Transmission Owner’ s transmission system to serve
the Native Load Customers of the current Transmission Owners (as of the filing date of the
origina 1SO Tariff - January 31, 1997). Thisincludes transmission Capacity required: (1) to
deliver the output from operating facilities located out of a Transmission Owner’s Transmission
District; (2) to deliver power purchased under power supply contracts; and (3) to deliver power
purchased under third party agreements (i.e., Non-Utility Generators). Existing Transmission

Capacity for Native Load is listed in Attachment L of the ISO OATT.
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252 Existing Transmission Agreement (“ETA”)

An agreement between two or more Transmission Owners, or between a Transmission
Owner and another entity, as defined in the 1ISO Agreement and the ISO OATT.
2.52.1 Expected L oad Reduction

For purposes of determining the Real-Time Locational Based Marginal Price, the
reduction in Load expected to be realized in real -time from activation of the Emergency Demand
Response Program and from Load reductions regquested from Special Case Resources, as
established pursuant to | SO Procedures.
2.52a Expedited Dispute Resolution Procedures

The procedures set forth in Section 5.16 of this Tariff.
253 Exports

A Bilateral Transaction or purchases from the LBMP Market where the Energy is
delivered to an NY CA Interconnection with another Control Area.
254 Externa

An entity (e.g., Supplier, Transmission Customer) or facility (e.g., Generator, Interface)
located outside the Control Areabeing referenced or between two or more Control Areas.
Where a specific Control Areais not referenced, the NY CA istheintended reference.
255 External Transactions

Purchases, sales or exchanges of Energy, Capacity or Ancillary Services for which either
the Paint of Injection (“POI”) or Point of Withdrawal (“POW™) or both are located outside the

NYCA (i.e., Expotts, Importsor Wheels Through).
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257 Firm Point-To-Point Transmission Service

Transmission Service under this Tariff that is scheduled between specified Points of
Receipt and Delivery pursuant to the ISO OATT. Firm Point-To-Point Transmission Serviceis
service for which the Transmission Customer has agreed to pay the Congestion associated with
itsservice. A Transmission Customer may fix the price of Congestion associated with its Firm
Point-To-Point Transmission Service by acquiring sufficient TCCs with the same Points of
Receipt and Delivery asits Transmission Service.
258 Firm Transmission Service

Transmission service reguested by a Transmi ssion Customer willing to pay Congestion
Rent.
259 First Settlement

The process of establishing binding financial commitments on the part of Customers
participating in the Day-Ahead Market based on Day -Ahead LBMP.
2.59a Fixed Block Unit

A unit that, due to operational characteristics, can only be dispatched in one of two states:
either turned completely off, or turned on and run at afixed capacity level.
2.59b GADSData

Data submitted to the NERC for collection into the NERC' s Generating Availability Data
System (“GADS").
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2.60 Generator

A facility capable of supplying Energy, Capacity and/or Ancillary Servicesthat is

accessible to the NY CA or the Energy, Capacity and/or Ancillary Services from such facilities.
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2.62 Good Utility Practice Goc
Any of the practices, methods or acts engaged in or approved by asignificant portion of
the electric utility industry during the relevant time period, or any of the practices, methods or
actswhich, in the exercise of reasonable judgment in light of the facts known at the time the
decision was made, could have been expected to accomplish the desired result at a reasonable
cost consistent with good business practices, reliability, safety and expedition. Good Utility
Practiceis not intended to be limited to the optimum practice, method or act to the exclusion of
all others, but rather to delineate acceptabl e practices, methods, or acts generally accepted in the
region.
2.63 [NOT USED]
2.64 Grandfathered Rights
The transmission rights associated with: (1) Modified Wheeling Agreements; (2)
Transmission Facility Agreements with transmission wheeling provisions; (3) Third Party
Transmission Wheeling Agreements (“ TWA”) where the party entitled to exercise the
transmission rights associated with such Agreements has chosen, as provided in the Tariff, to
retain those rights rather than to convert those rightsto TCCs; and (4) Existing Transmission
Capacity for Native Load, Table 3 of Attachment L to the SO OATT. Upon the expiration or
termination of Grandfathered Rights, the associated transmrission Capacity is converted to

Residual Transmission Capacity.
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265 Grandfathered TCCs

The TCCsassociated with: (1) Modified Wheeling Agreements; (2) Transmission
Facility Agreements with transmission wheeling provisions; (3) Third Party TWA wherethe
party entitled to exercise the transmission rights associated with such Agreements has chosen, as
provided by the Tariff, to convert thoserights to TCCs; and (4) Existing Transmission Capacity

for Native Load, Table 3 of Attachment L to the ISO OATT.

2.66a |CAP Demand Curve

A series of prices which decline until reaching zero as the amount of Installed Capacity
increases.
2.66b ICAP Spot Market Auction

An auction conducted pursuant to Section 5.14.1(a) of this Tariff to procure and set L SE
Unforced Capacity Obligations for the subsequent Obligation Procurement Period, pursuant to
the Demand Curves applicable to each respective L SE and the supply that is offered.
2.67 Imports

A Bilateral Transaction or saleto the LBMP Market where Energy isdelivered to a
NY CA Interconnection from another Control Area.
2.68 Inadvertent Energy Accounting

The accounting performed to track and reconcil e the difference between net actual
Energy interchange and scheduled Energy interchange of a Control Areawith adjacent Control

Areas.
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2.68a In-City

Located electrically within the New Y ork City Locality (LBMP Load Zone J).
2.69 Incremental Bid

A seriesof paired monotonically increasingbie-earvequantity and price points with-a

finite number of break points
that indicates an entity’ swillingness to supply Energy at certain prices to the SO Administered
LBMP Markets.
2.70 Independent System Operator (“1SO”)

The New Y ork Independent System Operator, Inc., a not-for-profit corporation
established pursuant to the ISO Agreement.
2.71 Independent System Operator Agreement (“1SO Agreement”)

The agreement that establishes the New Y ork 1SO.

2.72 Independent System Operator/New York State Reliability Council (“1SO/NY SRC
Agreement”)

The agreement between the 1SO and the New Y ork State Reliability Council governing
the rel ationship between the two organi zations.

2.73 Independent System Operator -Transmission Owner Agreement (“1SO/TO
Agreement”)

The agreement that establishes the terms and conditions under which the Transmission
Ownerstransferred to the SO Operational Control over designated transmission facilities.
2.74 Installed Capacity

External or Internal Capacity, in increments of 100 kW, that is madeavailable; pursuant

to Tariff requirements and 1SO Procedures.
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2.74a Installed Capacity Equivalent

The Resource capability that correspondsto it Unforced Capacity, calculated in
accordance with SO Procedures.
2.74b Ingalled Capacity Marketer

An entity which has signed this Tariff and which purchases Unforced Capacity from
qualified Installed Capacity Suppliers, or from L SEs with excess Unforced Capacity, either
bilaterally or through an |SO-administered auction. Installed Capacity Marketers that purchase
Unforced Capacity through an 1SO-administered auction may only resell Unforced Capacity
purchased in such auctionsinthe NY CA.
2.74c Installed Capacity Supplier

An Energy Limited Resource, Generator, Installed Capacity Marketer, Interruptible Load
Resource Special Case Resource, Intermittent Power Resource, municipally -owned generation,
System Resource or Control Area System Resource that satisfies the 1SO’s qualification
requirements for supplying Unforced Capacity to the NY CA.
2.75 Interconnection or Interconnection Points (“IP”)

The point(s) at which the NY CA connectswith adistribution system or adjacent Control
Area. ThelPmay beasingletielineor several tie linesthat are operated in parallel.
276 Interface

A defined set of transmission facilities that separate Load Zones and that separate the

NY CA from adjacent Control Areas.
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2.77 Interface MW - Mile Methodology

The procedure used to allocate Residual TCCs, revenues from the sale of certain
TCCs, and Excess Congestion Rents between the Transmission Owners as described in
Attachment K to the ISO OATT.

2.77a Intermittent Power Resource

Capacity resources that depend upon wind or solar energy for their fuel.
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2.78 Internal

An entity (e.g., Supplier, Transmission Customer) or facility (e.g., Generator, Interface)
located within the Control Areabeing referenced. Where a specific Control Areais not
referenced, internal meansthe NY CA.
2.79 Internal Transactions

Purchases, salesor exchanges of Energy, Capacity or Ancillary Services where the

Generator and Load are located within the NY CA.

Such aLoad must demonstrate that it is capable of quantifiable reduction in consumption in

response to the |SO’ sinstructions.
2.80.1 Investment Grade Customer

A Customer that meets the criteria set forth in Article Il of Attachment K.
2.80a Investor -Owned Trasmission Owners

At the present time these include: Central Hudson Gas & Electric Corporation,
Consolidated Edison Company of New York, Inc., New Y ork State Electric & Gas Corporation,
Niagara Mohawk Power Corporation, Orange and Rockland Utilities, Inc., and Rochester Gas
and Electric Corporation.
281 SO Administered Markets

The Day-Ahead Market and the Real-Time Market (collectively the "LBMP Markets")
and any other market or auction administered by thelSO.

28la |SO-Committed Flexible



Anoperating mode in which a Dispatchable Generator or Demand Side Resource follows

Base Point Signals within a Dispatchable range and , but which is committed by the ISO. A

Generator or Demand Side Resource that is 1SO-Committed Flexible, and that is not providing
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2.82 1SO Market Power Monitoring Program

The monitoring program approved by the Commission and administered by the SO
designed to monitor the possible exercise of market power in SO Administered Markets.
2.83 1SO OATT

The SO Open Access Transmission Tariff.
2.84 SO Procedures

The procedures adopted by the 1SO in order to fulfill its responsibilities under the SO
OATT, the ISO Services Tariff and the ISO Related Agreements.
2.85 1S0O Related Agreements

Collectively, the ISO Agreement, the ISO/TO Agreement, the NY SRC Agreement, and
the ISO/NY SRC Agreement.
2.86 1S0 Services Tariff (the" Tariff")

The SO Market Administration and Control Area Services Tariff.
2.87 180 Tariffs

TheISO OATT and the 1SO Services Tariff, collectively.
2.88 LBMP Market(s)

The Real -Time Market or the Day-Ahead Market or both.
2.88a Limited Customer

Anentity that isnot a Customer but which qualifies to participate in the ISO’s

Issued by: William J. Museler, President Effective: May 1, 2001
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Emergency Demand Response Program by complying with Limited Customer requirements set
forth in the 1SO Procedures.
2.89 LIPA Tax Exempt Bonds

Obligations of the Long Island Power Authority, the interest on which isnot included in

grossincome under the Internal Revenue Code.
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290 Load

A term that refers to either a consumer of Energy or the amount of demand (MW) or
Energy (MWh) consumed by certain consumers.

2.91 Load Serving Entity (" LSE")

Any entity, including a municipal electric system and anelectric cooperative, authorized
or required by law, regulatory authorization or requirement, agreement, or contractual obligation
to supply Energy, Capacity and/or Ancillary Servicesto retail customers located within the
NY CA, including an entity that takes service directly from the | SO to supply itsown Load in the
NYCA.

2.92 Load Shedding

The systematic reduction of system demand by disconnecting Load in responseto a
Transmission System or area Capacity shortage, system instability, or voltage control
considerations under the ISO OATT.

293 LoadZone

One (1) of eleven (11) geographical areas located within the NY CA that is bounded by
one (1) or more of the fourteen (14) New York State Interfaces. Burirgtheimplementation-of
the LBMP-Markets; aAll Loads located within the same Load Zone pay the same Day-Ahead

LBMP and the same Real-Time LBMP for Energy purchased in those markets.
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2.94 Local Furnishing Bonds

Tax-exempt bonds issued by a Transmission Owner under an agreement between the
Transmission Owner and the New Y ork State Energy Research and Development Authority
(“NYSERDA"), or its successor, or by a Transmission Owner itself, and pursuant to Section
142(f) of the Internal Revenue Code, 26 U.S.C. 8§ 142(f).
2.94a Local Generator

A resource operated by or on behalf of alL oad that is either: (i) not synchronized to a
local distribution system; or (ii) synchronized to alocal distribution system solely in order to
support a Load that is equal to or in excess of the resource’s Capacity. Local Generators supply
Energy only to the Load they are being operated to serve and do not supply Energy to the
distribution system.
295 Locality

A single LBMP Load Zone or set of adjacent LBMP Load Zones within one
Transmission District within which aminimum level of Installed Capacity must be maintained.
296 Local Reiability Rule

A Reliability Rule established by a Transmission Owner, and adopted by the NY SRC, to

meet specific reliability concernsin limited areas of the NY CA, including without limitation,
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special conditions and requirements applicable to nuclear plants and special requirements
applicable to the New York City metropolitan area.
2.97 Locational Based Marginal Pricing (“LBMP")

The price of Energy at each location in the NY S Transmission System as calculated

pursuant to Attachment B.
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2.98 Locational Minimum Installed Capacity Requirement

The portion of the NY CA Minimum Installed Capacity Requirement that must be
electrically located within a Locality, or possess an approved Unforced Capacity Deliverability
Right, in order to ensure that sufficient Energy and Capacity are availablein that Locality and
that appropriate reliability criteria are met.
2.98a Locational Minimum Unforced Capacity Requirement

The Unforced Capacity equivalent of the Locational Minimum Installed Capacity

Requirement.

2.98b Longlsland (“L.1.")

An electrical areaconprised of Load ZoneK.

2.99 Lost Opportunity Cost

The foregone profit associated with the provision of Ancillary Services, which isequal to
the product of: (1) the difference between (a) the Energy that a Generator could have sold at the
specific LBMP and (b) the Energy sold as aresult of reducing the Generator’ s output to provide
an Ancillary Service under the directions of the |SO; and (2) the LBMP existing at the time the
Generator was instructed to provide the Ancillary Service, less the Generator’s Energy bid for
the same MW segment.

2992 L og Opportunity Cost Payment

A supplemental payment that will be made toa Generator or Demand-Side Resource thet

inresponseto an | SO’ sdirective, produces |ess Eneray in real-time than would have otherwise

been economic and is not otherwise compensated. . Specific Lost Opportunity Cost Payments




and the procedures for calculating them, are set forth in Sections of this1SO Services

Tariff.
2.99ap L SE Unforced Capacity Obligation
The amount of Unforced Capacity that each NY CA LSE must obtain for an Obligation

Procurement Period as determined by the ICAP Demand Curve for the NY CA, the New Y ork
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City Locality, and/or the Long Island Locality, as applicable, for each ICAP Spot Market
Auction. The amount includes, at a minimum, each LSE’s share of the NY CA Minimum
Unforced Capacity Requirement and the Locational Minimum Unforced Capacity Requirement,
as applicable.
2.100 Major Emergency State

An Emergency accompanied by abnormal frequency, abnormal voltage and/or equipment
overloads that create a seriousrisk that the reliability of the NY S Power System could be

adversely affected.
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2.101 Marginal Losses

The NY S Transmission System Real Power Losses associated with each additional MWh
of consumption by Load, or each additional MWh transmitted under a Bilateral Transaction as
measured at the Points of Withdrawal.
2.102 Marginal L osses Component

The component of LBMP at a bus that accounts for the Marginal L osses, as measured
between that bus and the Reference Bus.
2.102aMarket-Clearing Price

The price determined in an Installed Capacity auction for each 1SO-defined Locality, the
remainder of the NY CA and each adjacent External Control Areafor which al offersto sell and
bids to purchase Unforced Capacity are in equilibrium.
2.103 Market Participant

An entity, excluding the | SO, that produces, transmits, sells, and/or purchase for resale
Unforced Capacity, Energy or Ancillary Servicesin the Wholesale Market. Market Participants
include: Transmission Customers under the ISO OATT, Customers under the |SO Services

Tariff, Power Exchanges, Transmission Owners, Primary Holders, L SEs, Suppliers and their

designated agents. Market Participants also include entities buying or selling TCCs.
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2104 Market Services

Services provided by the ISO under the SO Services Tariff related to the ISO
Administered Markets for Energy, Capacity and Ancillary Services.

2.105 Member Systems

The eight Transmission Ownersthat comprise the membership of the New Y ork Power
Poal.

2106 Minimum Generation Bid and-Start-Up-Bid

The payment required by a Supplier tobring-eoperate a Generator or -aDemand Side
Resource to, and operate at, & its specified minimum safe and stable operating level.
2.106A MinimumPayment Nomination

An offer, submitted in dollars per Megawatt-hour and not to exceed $500 per M egawait-
hour, to reduce Load equal to the Installed Capacity Equivalent of the amount of Unforced
Capacity a Special Case Resourceis supplying to the NY CA.

2107 Modified Wheeling Agreement (" MWA")

A Transmission Agreement in existence, as amended, between Transmission Owners,
that is associated with existing Generators or power supply contracts, that will be modified
effective upon LBMP implementation. The terms and conditions of the MWA will remain the
same as the original agreement, except as noted inthe ISO OATT.
2.107a Monthly Auction

An auction administered by the I SO pursuant to Section 5.13.3 of the |SO Services
Tariff.
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2.107b Native Load Customers

Thewholesale and retail power customers of the Transmission Owners on whose behal f
the Transmission Owners, by statute, franchise, regulatory requirement, or contract, have
undertaken an obligation to construct and operate the Transmission Owners' systems to meet the

reliable electric needs of suchcustomers.
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2108 NERC
The North American Electric Reliability Council.
2109 Network Integration Transmission Service
The Transmission Service provided under Part 111 of the Tariff.
2.100aNew York City

The €electrical areacomprised of Load Zone J.

2.110 New York Control Area (“NYCA”)

The Control Areathat is under the control of the SO which includes transmission
facilitieslisted in the ISO/TO Agreement Appendices A-1 and A-2, as amended from
time-to-time, and Generation located outside the NY S Power System that is subject to protocols
(e.g., telemetry signal biasing) which allow the ISO and other Control Area operator(s) to treat
some or al of that Generation as though it were part of the NY S Power System.

2.111 New York Power Pool (“NYPP”)

An organization established by agreement (the “New Y ork Power Pool Agreement”)
made as of July 21, 1966, and amended as of July 16, 1991, by and among Central Hudson Gas
& Electric Corporation, Consolidated Edison Company of New York, Inc., Long Island Lighting
Company, New Y ork State Electric & Gas Corporation, Niagara Mohawk Power Corporation,
Orange and Rockland Utilities, Inc., Rochester Gas and Electric Corporation, and the Power
Authority of the State of New York. LIPA became a Member of the NYPP on May 28, 1998 as
aresult of the acquisition of the Long Island Lighting Company by the Long Island Power

Authority.
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2.112 New York State Power System (“NY S Power System”)

All facilities of the NY S Transmission System, and all those Generators located within
the NY CA or outside the NY CA, some of which may from time-to-time be subject to operational
control by thelSO.

2113 New York State Reliability Council (*NYSRC")

An organization established by agreement among the Member Systemsto promote and
maintain the reliability of the NY S Power System.

2114 New York State Reiability Council Agreement (" NYSRC Agreement")

The agreement which established the NYSRC.

2115 New York State Transmission System ("NY S Transmission System")

The entire New Y ork State electric transmission system, which includes: (1) the
Transmission Facilities Under SO Operationa Control; (2) the Transmission Facilities
Requiring 1SO Notification; and (3) all remaining transmission facilities within the NY CA.
2.115aNon-Competitive Proxy Generator Bus

(a) The Proxy Generator Bus for the Hydro Quebec Control Area; and (b) any other
Proxy Generator Bus for an area outside of the New Y ork Control Areathat has been identified
by the NSO as characterized by Non-Competitive ilmport or eExport prices, and that has been

approved by the Commission for designation as a Non-Competitive Proxy Generator Bus.
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2116 Non-Firm-Point-To-Point Transmission Service

Point-To-Point Transmission Service under the Tariff for whicha Customer is not willing
to pay Congestion. Such service isavailable absent constraint under Part |1 of this Tariff.
Non-Firm-Point-To-Point Transmission Service is available on a stand-alone basis for individual
one-hour periods not to exceed twenty-four (24) consecutive hours.
2.116a Non-1nvestment Grade Customer

A Customer that does not meet the criteria necessary to be an Investment Grade

Customer, as set forth in Article |1 of Attachment K.
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2.117 Non-Utility Generator ("NUG," " Independent Power Producer™ or " IPP")

Any entity that owns or operates an el ectric generating facility that isnot included in an
electric utility’ srate base. Thisterm includes, but is not limited to, cogenerators and small
power producers and all other non-utility electricity producers, such as exempt wholesale
Generatorsthat sell electricity.

2118 Normal State

The condition that the NY S Power System isin when the Transmission Facilities Under
I SO Operational Control are operated within the parameterslisted for Normal State in the
Reliability Rules. These parametersinclude, but are not limited to, thermal, voltage, stability,
frequency, operating reserve and Pool Control Error limitations.
2.118aNormal Upper Operating Limit (UOLy)

The upper operating limit that a Generator or Demand Side Resource indicates it expects

to be able toean reach during normal conditions. Each Resource will specify its UOLn in eaeh-of

its Bids.

2119 NPCC
The Northeast Power Coordinating Council.
2120 NRC

The Nuclear Regulatory Commission or any successor thereto.
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2.120aNYCA Installed Reserve Margin

Theratio of the amount of additional Installed Capacity required by the NY SRC in order
for the NY CA to meet NPCC reliability criteriato the forecasted NY CA upcoming Capability
Y ear peak Load, expressed asa decimal.
2.120bNYCA Minimum Installed Capacity Requirement

The requirement established for each Capability Year by multiplying the NY CA peak
L oad forecasted by the | SO by the quantity one plusthe NY CA Installed Reserve Margin.
2.120c NYCA Minimum Unforced Capacity Requirement

The Unforced Capacity equivalent of the NY CA Minimum Installed Capacity
Requirement.
2121 NYPA

The Power Authority of the State of New Y ork.
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2122 NYPA Tax-Exempt Bonds

Obligations of the New Y ork Power Authority, theinterest on which is not included in
gross income under the Internal Revenue Code.
2.122a0bligation Procurement Period

The period of time for which L SEs shall be required to satisfy their Unforced Capacity
requirements. Starting with the 2001-2002 Winter Capability Period, Obligation Procurement
Periods shall be one calendar month in duration and shall begin on the first day of each calendar
month.
2124 Off-Peak

The hours between 11 p.m. and 7 am., prevailing Eastern Time, Monday through Friday,
and all day Saturday and Sunday, and NERC-defined holidays, or as otherwise decided by | SO.

2.124a0fferor

An entity that offersto sell Unforced Capacity in an auction.

2125 Reserved for Future Uséon-Dispatch
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2126 On-Peak

The hours between 7 am. and 11 p.m. inclusive, prevailing Eastern Time, Monday
through Friday, except for NERC-defined holidays, or as otherwise decided by the | SO.
2.127 Open Access Same-Time Information System (" OASIS")

The information system and standards of conduct contained in Part 37 of the
Commission’sregulations and all additional requirements implemented by subsequent
Commission orders dealing with OASIS.

2.128 Operating Capacity

Capacity that isreadily converted to Energy and is measured in MW.
2.128aOperating Committee

A standing committee of the |SO created pursuant to the SO Agreement, which
coordinates operations, devel ops procedures, eval uates proposed system expansions and actsas a
liaison to the NY SRC.
2.128bOperating Data

Pursuant to Section 5.12.5 of this Tariff, Operating Data shall mean GADS Data, data
equivalent to GADS Data, CARL Data, metered Load data, or actual system failure occurrences
data, all as described in the |SO Procedures.
2.128c Operating Requirement

The amount calculated in accordance with Article | of Attachment K.
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2129 Operating Reserves

Capacity that isavailableto supply Energy, or certain Demand Side Resources

Interruptible Load Resources that are available to Curtail Energy usage, in the event of

Contingency conditions, which meet the requirements of the 1ISO. Operating Reserves are

classified asfollows:

@

@

)

Spinning Reserve: Operating Reserves provided by Generators and-Haterruptible
Load-Resourees{22) that meet the eligibility criteria set forth in Rate Schedule 4
of this SO Services Tariff that are already synchronized to the NY S Power
System and can respond to instructions to change their output level, or reduce
their Energy usage, within ten (10) minutes;

10-Minute Non-Synchronized Reserve: Operating Reserves provided by
Generators, or Demand Side Resources, that meet the eligibility criteria set forth
in Rate Schedule 4 of this 1SO Services Tariff and that can be started,
synchronized and can change their output level, or reduce their Energy usage,
within ten (10) minutes; and

30-Minute Reserve: Synchronized or non-synchronized Operating Reserves
provided by Generators, gualified-Hterruptibleoad-Resourees-that-satishy-NPCC
eriterig; and Demand Side Resources thatthat meet the eligibility criteria set forth
in Rate Schedule 4 of this SO Services Tariff and that can respond to instructions
to change their output level or reduce their Energy usage within thirty (30)

minutes, including starting and synchronizing to the NY S Power System to the



extent that thereserves are provided by non-synchronized resources-
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2.129aOperating Reserve Demand Curve

A series of quantity/price points that hel ps to determine define- how Operating Reserves
are priced during Operating Reserve shortages when-the lSO-will-nolonger schedule Resources

. Therewill

be separateone Operating Reserve Demand Curves for

Fime-Markettreach of the | SO’ s nine locational Operating Reserve products. i.e., there will be a

single curve for both the Day-Ahead Market and Real-Time Market in each product. The

Shadow Prices used to calculate Operating Reserves payments under Rate Schedule 4 of this1SO
Services Tariff will take account of the relevant Operating Reserves Demand Curves.
2.130 Operating Study Power Flow

A Power Flow analysisthat is performed at least once before each Capability Period that
is used to determine each Interface Transfer Capability for the Capability Period (See
Attachment M to the ISO OATT).
2.131 Operational Control

Directing the operation of the Transmission Facilities Under | SO Operational Control to
maintain these facilitiesin areliable state, as defined by the Reliability Rules. The 1SO shall
approve operational decisions concerning these facilities, made by each Transmission Owner
before the Transmission Owner implements those decisions. In accordance with 1SO
Procedures, the 1SO shall direct each Transmission Owner to take certain actions to restore the

system to the Normal State. Operational Control includes security monitoring, adjustment of



generation and transmission resources, coordination and approval of changesin transmission
status for maintenance, determination of changes in transmission status for reliability,
coordination with other Control Areas, voltage reductions and Load Shedding, except that each
Transmission Owner continuesto physically operate and maintain its facilities.
2.132 Optimal Power Flow (“OPF")

The Power Flow analysisthat is performed during the administration of the Centralized
TCC Auction to determine the most efficient simultaneously feasible allocation of TCCsto

Bidders (See Attachment M to the ISO OATT).
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2.133 Order Nos. 888 et s=q.

The Final Rule entitled Promoting Wholesale Competition Through Open Access

Non-discriminatory Transmission Services by Public Utilities; Recovery of Stranded Costs by

Public Utilities and Transmitting Utilities, issued by the Commission on April 24 1996, in

Docket Nos. RM95-8-000 and RM94-7-001, as modified on rehearing, or upon appeal.

(See FERC Stats. & Regs. [Regs. Preambles January 1991 - June 1996] 1 31,036 (1996) (“ Order

No. 888"), onreh'q, Il FERC Stats. & Regs. 131,048 (1997) (“Order No.888-A"), on reh'q, 81
FERC 1 61,248 (1997) (“Order No. 888-B"), order on reh'g, 82 FERC 1 61,046 (1998) (“Order
No. 888-C")).

2.134 Order Nos. 889 et s=q.

The Final Rule entitled Open Access Same-Time Information System (formerly Real -

Time Information Networks) and Standards of Conduct, issued by the Commission on April 24,

1996, in Docket No. RM95-9-000, as modified on rehearing, or upon appeal. (See FERC Stats.
& Regs [Regs. Preambles 1991-1996] 1 31,035 (1996) (“Order No. 889"), on reh'qg, 11l FERC
Stats. & Regs. 131,049 (1997) (“Order No. 889-A"), onreh'g, 81 FERC 61,253 (1997)
(“Order No. 889-B")).

2.135 Out-df-Merit Generation

Generators producing at a different level of output than they would produce in adispatch
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to meet Load which was not security constrained. Out-of-Merit Generation occurs to maintain
system reliability or to provide Ancillary Services.
2.136 Performance Index

An index, described in 1SO Procedures, that tracks a Generator’ s response to AGC
signalsfrom the 1SO.
2.137 Performance Tracking System

A system designed to provide quantitative comparisons of actual values versus expected
and forecasted values for Generators and Loads. This system will be used by the SO to measure
compliance with criteria associated with, but not limited to, the provision of Regulation and

Frequency Response Service.
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2.138 Point to Point Transmission Service

Thereservation and transmission of Capacity and Energy on either afirm or non-firm
basis from the Point(s) of Receipt to the Point(s) of Delivery under Part |1 of the Tariff.
2.139 Point(s) of Injection (“POI” or “Point of Receipt”)

The point(s) onthe NY S Transmission Sy stem where Energy, Capacity and Ancillary

Services will be made available to the SO by the delivering party under the ISO OATT or the

ISO Services Tariff. The Point(s) of Injection shall be specified in the Service Agreement.
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2.140 Point(s) of Withdrawal (“POW?” or “Point of Delivery”)

The point(s) on the NY S Transmission System where Energy, Capacity and Ancillary
Services will be made available to the receiving party under the ISO OATT or the SO Services
Tariff. The Point(s) of Withdrawal shall be specified in the Service Agreement.

2.141 Pool Control Error (“PCE")

The difference between the actual and scheduled interchange with other Control Areas,

adjusted for frequency bias.
2.142 Post Contingency

Conditions existing on a system immediately following a Contingency.
2.143 Power Exchange (“PE")

A commercial entity meeting the requirements for service under the ISO OATT or
the ISO Services Tariff that facilitates the purchase and/or sale of Energy, Unforced Capacity
and/or Ancillary Servicesin aNew York Wholesale Market. A PE may transact with the SO on
its own behalf or as an agent for others.

2.144 Power Factor

Theratio of real power to apparent power (the product of volts and amperes,
expressed in megavolt -amperes, MVA).
2145 Power Factor Criteria

Criteriato be established by the 1SO to monitor aLoad’ s use of Reactive Power.
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2.146 Power Flow

A simulation which determines the Energy flows on the NY S Transmission System and
adjacent transmission systems.
2.146aPre-Scheduled Transaction Request

An offer submitted, pursuant to | SO Procedures, for priority scheduling of Transactions
between the | SO and neighboring Control Areasto: (i) purchase Energy from the LBMP Market
at the LBMP Market Price and deliver it to an External Control Areg; (ii) sell Energy delivered
from an External Control Areato the LBMP Market at the LBMP Market Price; or (iii) wheel
Energy through the New Y ork Control Areafrom one External Control Areato another External
Control Area at the market-determined Transmission Usage Charge. Pre-Scheduled Transaction
Requests accepted for scheduling reserve Ramp Capacity and Transfer Capability and receive
priority scheduling in the LBMP Market.
2.146bPre-Scheduled Transaction

A Transaction accepted for scheduling in the designated LBMP Market pursuant to a Pre-
Scheduled Transaction Request. Pre-Scheduled Transactions may be withdrawn only with the
approval of the ISO pursuant to the SO Procedures.
2147 Primary Holder

A Primary Holder of each TCC isthe Primary Owner of that TCC or the party that

purchased that TCC at the close of the Centralized TCC Auction. With respect to each TCC, a
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Primary Holder must be: (1) a Transmission Customer that has purchased the TCC in the
Centralized TCC Auction, and that has not resold it in that same Auction; (2) a Transmission
Customer that has purchased the TCC in a Direct Sale with another Transmission Customer; (3)
the Primary Owner who has retained the TCC; or (4) Primary Owners of the TCC that allocated
the TCC to certain customers or sold it in the Secondary Market or sold through a Direct Sale to
an entity other than a Transmission Customer. The | SO settles Day-Ahead Congestion Rents
pursuant to Attachments M and N to the SO OATT with the Primary Holder of each TCC.
2.148 Primary Owner

The Primary Owner of each TCC isthe Transmission Owner or other Transmission
Customer that has acquired the TCC through conversion of rights under an Existing Transmission
Agreement to Grandfathered TCCs (in accordance with Attachment K of the ISO OATT) or the
Transmission Owner that acquiredthe TCC through the 1SO’ s allocation of Residual TCCs (in

accordance with Attachments K and M to the ISO OATT). The SO distributes Centralized TCC
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Auction revenues to Primary Owners or Primary Holders who released the TCCs into the Auction
(in accordance with Attachments K and M to the ISO OATT).
2.148a Prior Equivalent Capacity Period

The previoussame-season Capability Period.
2149 Proxy Generator Bus

A Generator buslocated outside the NY CA that is selected by the I SO to represent a
typical busin an adjacent Control Areaand for which LBMP prices are calculated.
2150 PSC

The Public Service Commission of the State of New Y ork or any successor agency
thereto.
2151 PSL

The New Y ork Public Service Law, Public Service Law 8 1 et seq. (McKinney 1989 &
Supp. 1997-98).
2.151.1 Quick Start Mode

The setting of ablock of generator units capable of remote start-up by a Transmission
Owner so that it can synchronize and reach full output within fifteen (15) minutes.
2.151.2 Quick Start Reserves

Capacity of ablock of generator unitsthat is set to Quick Start Mode by request of a

Transmission Owner or the 1SO.
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2.151aRamp Capacity

The amount of changein the Desired Net Interchange that generation located inthe
NY CA can support at any given time. Ramp capacity may be calculated for all Interfaces
between the NY CA and neighboring Control Areas as awhole or for any individual Interface
between the NY CA and an adjoining Control Area.
2.152 Reactive Power (MVAr)
The product of voltage and the out-of-phase component of alternating current. Reactive Power,
usually measured in MV Ar, is produced by capacitors (Synchronous condensers) and
over-excited Generators and absorbed by reactors or under-excited Generators and other
inductive devicesincluding the inductive portion of Loads.
2153 Real Power L osses

The loss of Energy, resulting from transporting power over the NY S Transmission

System, between the Point of Injection and Point of Withdrawal of that Energy.
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2.153a Real-TimeBid

A Bid submitted into the Real -Time Commitment no more thanat least seventy -five

minutes beforethe start of adispatch hour.

2.153b Real-Time Commitment (“RTC”)

A multi-period security constrained unit commitment and dispatch model that co-
optimizes to simultaneously solve for Load, Operating Reserves and Regulation Serviceon a
least as-bid production cost basis over atwo hour and fifteen minute optimization period.

Each The optimizationeval uates ten points in time separated by period will be divided into ten
pointsinthme separated-by fifteen minute intervals. Each RTC run within an hour shall have a
designation indicating the time at which its results are posted; “RTCyo” “RTC5” “RTG” and
“RTC,” post on the hour, and at fifteen, thirty, and forty-five minutes after the hour,

respectively. Each RTC run will produce binding commitment instructions for the periods

fifteen and thirty minutes ahead and will produce advisory commitment guidance for the

remainder of the RTC optimization period. RTCswill also establish External Transaction

schedules. Additional information about RTC' s functionsis provided in Section 4.4.2. of this
ISO Services Tariff.
2.153c Real-Time Dispatch (“RTD")

A multi-period security constrained disp atch model that co-optimizes to simultaneously
solve for Load, Operating Reserves, and Regulation Service on aleast-as-bid cost basisover a

fifty, fifty-five or sixty-minute period (depending on when -each RTD run occurs within an




hour). Red-Time Dispatch schedules, but does not commit, RessurcesGenerators and Demand

Side Resources. Red-Time Dispatch runswill normally occur every aeminalhy-befive minutes.

respectively. Additional information about RTD’sfunctionsis provided in Section 4.4.3 of this

ISO Services Tariff.
Throughout this Services Tariff theterm “RTD” will normally be used to refer to both the
Real-Time Dispatch and to the specialized Real -Time Dispatch Corrective Action Mode

software.

2.153dReal-Time Dispatch—Corrective Action Mode (“RTD-CAM™)
A specialized version of the Real-Time Dispatch software that will be activated when it is
needed to address unanticipated system conditions. RTD-CAM isdescribed in Section 4.4.4

below.
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2154 Real-TimeLBMP

The LBMPs established through the |SO Administered Real-Time Market.
2155 Real-Time Market

The SO Administered Markets for Energy and Ancillary Services resulting from the

operation of the RTC and the RTD. Bispateh-
2.155aReal-Time Scheduled Ener gyl njection

The quantity of Energy that a Supplier is directed to inject in real-time by the 1SO.
Unless otherwise directed by the 1SO, aDispatchable n On-Dispatch Supplier’s Real-Time
Scheduled Energy Injection is equal to its RTD Base Point Signal, or, if it is providing

Regulation Service, to its AGC Base Point Signal, and an Off-Dispatch Self-Committed Fixed

Supplier’s Real-Time Scheduled Energy Injection is equal to itsstated output |evel. apphcable

Hour-Aheadreal-time Schedule.
2156 Reduction or Reduce

The partial or complete reduction in Non-Firm Transmission Service as aresult of
transmission Congestion (either anticipated or actua).
2157 ReferenceBus

The location on the NY S Transmission System relative to which all mathematical
guantities, including Shift Factors and penalty factors relating to physical operation, will be

calculated. The NYPA Marcy 345 kV transmission substation is designated as the Reference



Bus.
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2.157a Regulation Service Demand Curve

A series of quantity/price points that defineshel psto determine how Regulation Service

shall be priced during Regulation Service shortages. whenthe ISO-will-nolonger-schedule

There will be asingle Regulation Service Demand Curve for both the Day-Ahead Market and the
Real-Time Market. The Shadow Prices used to calcul ate Regulation Service payments under
Rate Schedule 3 of this SO Services Tariff shall take account of the Regulation Service
Demand Curve.
2.158 Reliability Rules
Those rules, standards, procedures and protocol s devel oped and promulgated by the
NY SRC, including Local Reliability Rules, in accordance with NERC, NPCC, FERC, PSC
and NRC standards, rules and regulations and other criteriaand pursuant to the NY SRC

Agreement.
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2159 Required System Capability

Generation capability required to meet an LSE’s peak Load plus Installed Capacity
Reserve obligation as defined in the Reliability Rules.
2.159aResidual Adjustment

The 1SO’s collections from Loads and Transmission Customers, less its payment to
generating facilities, less Congestion Rents and Excess Congestion Rents, and Primary Holders
of TCCsasdefined in Schedule 1.
2160 Residual TCCs

TCCs converted from Residual Transmission Capacity (as defined in the ISO OATT),
each designated from a Point of Injectionto aPoint of Withdrawal. Residual TCCsare: (1)
estimated prior to the Centralized TCC Auction, and allocated among the Transmission Owners
utilizing the Interface MW-Mile Methodology; (2) determined during the Centralized TCC
Auction that are in addition to the amount estimated before the Auction, and are not allocated but
are offered for sale in the Auction; and (3) determined after each Grandfathered TCC and
Grandfathered Right expires and the associated Capacity is released to the SO for sale and is hot
dlocated but is offered for sale in the Auction. The Auction revenues and Excess Congestion
Rent revenues associated with Residual TCCsthat are not allocated to Transmission Owners by
the 1SO shall be allocated utilizing the Interface MW-Mile Methodol ogy (See Attachments K
and M to the SO OATT)
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2.160aResidual Transmission Capacity

Thetransmission capacity determined by the | SO before, during and after the Centralized
TCC Auction which is conceptually equal to the following:

TTC-TRM -CBM -GTR-GTCC- ETCNL
The TCCs associated with Residual Transmission Capacity cannot be accurately

determined until the Centralized TCC Auction is conducted.

TTCisthe Total Transfer Capability that can only be determined after the Residual

Transmission Capacity is known.

GTR is the transmission capacity associated with Grandfathered Rights.

GTCC isthetransmission capacity associated with Grandfathered TCCs.

ETCNL isthe transmission capacity associated with Existing Transmission Capacity for

Native Load.

TRM isthe Transmission Reliability Margin.

CBM isthe Capacity Benefit Margin.
2.160bResource

An Energy Limited Resource, Generator, Installed Capacity Marketer, Haterruptible Load
Resource; Special Case Resource, Intermittent Power Resource, municipally -owned generation,
System Resource, or Control Area System Resource.

2.160c Rest of State



The set of al non-Locality NYCA LBMP Load Zones. As of the 2002-2003 Capability
Year, Rest of Stateincludes all NYCA LBMP Load Zones other than LBMP Load Zones J and

K.
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2161 Safe Operations

Actionswhich avoid placing personnel and equipment in peril with regard to the saf ety of
life and equipment danage.
2.161aScheduling Differential

A monetary amount, to be defined by the 1SO pursuant to | SO Procedures, that is
assigned to, or defines Bid Price limits applicable to, Decremental Bids and Sink Price Cap Bids
at Proxy Generator Buses, in order to establish an appropriate scheduling priority for the
Transaction or Firm Transmission Service associated with each such Bid. The Scheduling
Differential shall be no larger than one dollar ($1.00).
2162 ScucC

Security Constrained Unit Commitment, described in Section 4.2.4 _ of thise SO

Services Tariff.
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2.163 [NOT USED]
2.163aSecondary Holders

Entitiesthat: (1) purchase TCCsin the Secondary Market; (2) purchase TCCsin aDirect
Sale from a Transmission Owner and have not been certified as a Primary Holder by the 1SO; or
(3) receive an dlocation of Native Load TCCs from a Transmission Owner (See Attachment M).
A Transmission Customer purchasing TCCsin aDirect Sale may qualify as a Primary Holder
with respect to those TCCs purchased in that Direct Sale.
2.164 Second Settlement

Theprocessof: (1) identifying differences between Energy production, Energy
consumption or NY S Transmission System usage scheduled in aFirst Settlement and actual
production, consumption, or usage during the Dispatch Day; and (2) assigning financial
responsibility for those differencesto the appropriate Customers and Market Participants.
Charges for Energy supplied (to replace Generation deficiencies or unscheduled consumption),
and payments for Energy consumed (to absorb consumption deficiencies or excess Energy
supply) or changesin transmission usage will be based on the Real-Time LBMPs.
2.165 Secondary Market

A market in which Primary and Secondary Holders sell TCCs by mechanisms other than
through the Centralized TCC Auction or by Direct Sale. Buyers of TCCsin the Secondary
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Market shall neither pay nor receive Congestion Rents directly to or from the 1SO.

2.166 Reserved for FutureUse
2.167 Security Coordinator

An entity that providesth e security assessment and Emergency operations coordination
for agroup of Control Areas. A Security Coordinator must not participate in the wholesale or
retail merchant functions.
2.167a Self-Committed Fixed

An operating mode in which a Generator is sdf-committed and {smay opt not_to be

Ddispatchable over any portion of its operating range. Self-Committed Fixed Generators have

the option, however, of asking the SO to commit and schedule them on a Day-Ahead-only basis.

2.167b Sef-Committed Flexible

An operating mode in which a Dispatchable Generator follows Base Point Signals within

aDispatchableportion of its operating range, but self-commits. A-Sdf-Committed Flexible

2.168 Self-Supply

The provision of certain Ancillary Services, orthe provision of Energy to replace
Marginal Losses by a Transmission Customer using either the Transmission Customer’s own
Generators or generation obtained from an entity other than the 1SO.
2.169 Service Agreement

The agreement, in the form of Attachment A to the Tariff, and any amendments or



supplements thereto entered into by a Customer and the | SO of service under the Tariff, or any

unexecuted Service Agreement, amendments or supplements thereto, that the | SO unilaterally
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files with the Commission.
2170 Service Commencement Date

The date that the | SO beginsto provide service pursuant to the terms of a Service
Agreement, or in accordance with the Tariff.
2171 Settlement

The process of determining the chargesto be paid to, or by, a Customer to satisfy its
obligations.

2.171a Shadow Price

The marginal value of relieving aunitof-a particular constraint. Forexample for

2.172 Shift Factor (“SF”)

A ratio, calculated by the 1SO, that compares the change in power flow through a
transmission facility resulting from the incremental injection and withdrawal of power on the
NY S Transmission System.
2.172a Sink Price Cap Bid

A Bid Price provided by an entity engaged in an Export to indicate the Proxy Generator
Bus LBMP below which that entityiswilling to either purchase Energy in the LBMP Markets
or, in the case of Bilateral Transactions, to accept Transmission Service.
2.172b Special Case Resource

L oads capable of being interrupted upon demand, and distributed Generators, rated 100

kW or higher, that are not visible to the ISO’s Market Information System and that are subject to
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special rules, set forth in Section 5.12.11(a) of thisISO Services Tariff and related 1SO
Procedures, in order to facilitate their participation in the Installed Capacity market as Installed
Capacity Suppliers.
2.172c Station Power
Station Power shall mean the Energy used by a Generator:
1 for operating el ectric equipment located on the Generator site, or portions thereof,
owned by the same entity that ownsthe Generator, which electrical equipment is used by
the Generator exclusively for the production of Energy and any useful thermal energy
associated with the production of Energy; and
2 for theincidental heating, lighting, air conditioning and office equipment needs of

buildings, or portions thereof, that are:

a owned by the same entity that owns the Generator;
b. located on the Generator site; and
C used by the Generator exclusively in connection with the production of

Energy and any useful thermal energy associated with the production of Energy.
Station Power does not include any Energy: (i) used to power synchronous condensers;
(i) used for pumping at a pumped storage facility; or (iii) provided during a Black Start
restoration by Generatorsthat provide Black Start Capability Service.

2.172dStart-Up Bid

The payment required by a Supplier to bring a Generator or a Demand Side Resource up
to its minimum safe and stable operating level.
2.173 Storm Watch

Actual or anticipated severe weather conditions under which region-specific portions of
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the NY S Transmission System are operated in a more conservative manner by reducing
transmission transfer limits.

2174 Strandable Costs

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

2175 Stranded Investment Recovery Charge

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

A determination of the least cost selection of additional Generators, which areto be
committed, to meet changed conditionsthat may cause the original system dispatch to be
inadequate to meet Load and/or reliability requirements.

2177 Supplier

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

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

including Generators and Demand Side Resources that satisfy al applicable | SO requirements.
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2.177aSystem Resource

A portfolio of Unforced Capacity provided by Resources located in asingle | SO-defined
Locality, the remainder of the NY CA, or any single External Control Area, that is owned by or
under the control of asingle entity, which is not the operator of the Control Areawhere such
Resources are located, and that is made available, in whole or in part, to the | SO.
2.177bTangible Net Worth

Thevalue, determined by the ISO, of all of a Customer’ s assets less both: (i) the amount
of the Customer’sliabilitiesand (ii) all of the Customer’s intangible assets, including, but not
limited to, patents, trad emarks, franchises, intellectual property, and goodwill.
2.178 Third Party Transmission Wheeling Agreements (" Third Party TWAS")

A Transmission Wheeling Agreement, as amended, between Transmission Owner
or between a Transmission Owner and an entity that is not a Transmission Owner associated
with the purchase (or sale) of Energy, Capacity, and/or Ancillary Servicesfor the benefit of
an entity that is not a Transmission Owner. These agreements are listed in Table 1 of
Attachment L to the ISO OATT.
2179 Total Transfer Capability (" TTC")

The amount of electric power that can be transferred over the interconnected transmission

network in areliable manner.
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2180 Transaction
The purchase and/or sale of Energy or Capacity, or the sale of Ancillary Services.
2181 Transfer Capability

The measure of the ability of interconnected electrical systemsto reliably move or
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transfer power from one area to another over all transmission facilities (or paths) between those
areas under specified system conditions.

2.181aTransmission Congestion Contract Component (“ TCC Component™)

A component of the Operating Requirement, calculated in accordance with Article I11 of
Attachment K.

2182 Transmission Congestion Contracts (" TCCs")

Theright to collect or obligation to pay Congestion Rents in the Day-Ahead Market for
Energy associated with asingle MW of transmission between a specified POl and POW. TCCs
arefinancial instruments that enable Energy buyers and sellers to hedge fluctuationsin the price
of transmission.

2183 Transmission Customer

Any entity (or its designated agent) that receives Transmission Service pursuant to a

Service Agreement and the termsof the ISO OATT.
2184 Transmission District
The geographic area served by the Investor-Owned Transmission Ownersand LIPA, as

well as the customers directly interconnected with the transmission facilities of the Power

Authority of the State of New Y ork.
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2.185 Transmission Facilities Under 1SO Operational Control

Thetransmission facilities of the Transmission Owners listed in Appendix A-1 of the
ISO/TO Agreement, "Listing of Transmission Facilities Under | SO Operational Control," that
are subject to the Operational Control of the ISO. Thislisting may be amended from

time-to-time as specifiedin the ISO/TO Agreement.
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2.186 Transmission FacilitiesRequiring 1 SO Notification

The transmission facilities of the Transmission Ownerslisted in Appendix A-2 of the
ISO/TO Agreement, ("Listing of Transmission Facilities Requiring SO Notification") whose
status of operation must be provided to the I SO by the Transmission Owners (for the purposes
stated in the |SO Tariffs and in accordance with the |SO Tariffs and 1ISO/TO Agreement) prior to
the Transmission Owners making operational changesto the state of these facilities. Thislisting
may be amended from time-to-time as specified in the ISO/TO Agreement.
2.186aTransmission Facility Agreement

The agreements listed in Attachment L, Table 2 of the ISO OATT governing the use of
specific or designated transmission facilities charges all, or a portion, of the coststo install, own,
operate, or maintain said transmission facilities, to the customer under the agreement. These
agreements may or may not have provisionsto provide Transmission Service utilizing said
transmission facilities.
2.186b Transmission Fund (" T-Fund")

The mechanism used under the current NY PP Agreement to compensate the Member
Systemsfor providing Transmission Service for economy Energy Transactions over their
transmission systems. Each Member System is allocated a share of the economy Energy savings

in dollars assigned to the fund that is based on the ratio of their investment in transmission
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facilitiesto the sum of investmentsin transmission and generation facilities.
2.187 Transmission Owner

The public utility or authority (or its designated agent) that owns facilities used for the
transmission of Energy in interstate commerce and provides Transmission Service under the
Tariff.
2.188 Transmission Owner's Monthly Transmission System Peak

The maximum hourly firm usage as measured in megawatts (“MW") of the Transmission
Owner’ s transmission system in a calendar month.
2.189 Transmission Reliability Margin (“TRM”)

The amount of TTC reserved by the ISO to ensure the interconnected transmission
network is secure under a reasonable range of uncertainties in system conditions.
2190 Transmission Service

Point-To-Point Network Integration or Retail Access Transmission Service provided
under the |ISO OATT.
2.191 Transmission Service Charge (“TSC")

A charge designed to ensure recovery of the embedded cost of a Transmission Owner’s

transmission system.

Issued by: William J. Museler, President Effective: January 2, 2001
Issued on: January 16, 2001

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER99-4235-002, issued
December 18, 2000.



New Y ork Independent System Operator, Inc. Third Revised Sheet No. 73
FERC Electric Tariff Superseding Second Revised Sheet No. 73
Origina Volume No. 2

2192 Transmission System

Thefacilities operated by the 1SO that are used to provide Transmission Services under
the ISO OATT.

2.193 Transmission Usage Charge (“TUC")

Payments made by the Transmission Customer to cover the cost of Margind Losses and,
during periods of time when the transmission system is constrained, the marginal cost of
Congestion. The TUC isequal to the product of: (1) the LBMP at the POW minusthe LBMP at
the POI (in ¥MWh); and (2) the scheduled or delivered Energy (in MWh).

2.194 Transmission Wheeling Agreement (“TWA”")

The Agreementslisted in Table 1 of Attachment L to the SO OATT governing the use of
specific or designated transmission facilities that are owned, controlled or operated by an entity
for the transmission of Energy in interstate commerce.
2.194aUnforced Capacity

The measure by which Installed Capacity Suppliers will be rated, in accordance with
formulae set forth in the 1SO Procedures, to quantify the extent of their contribution to satisfy the
NY CA Installed Capacity Requirement, and which will be used to measure the portion of that
NY CA Installed Capacity Requirement for which each LSE isresponsible.
2.194a1 Unforced Capacity Deliverability Rights

Unforced Capacity Deliverability Rights (“UDRS") are rights, as measured in MWs,

associated with new incremental controllable transmission projects that provide atransmission
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interfaceto aNY CA Locality (i.e., an area of the NY CA in which aminimum amount of
Installed Capacity must be maintained). When combined with Unforced Capacity whichis
located in an External Control Area or non-constrained NY CA region either by contract or
ownership, and which is deliverable to the NY CA interface with the UDR transmission facility,
UDRs allow such Unforced Capacity to be treated asif it were located in the NY CA Locality,
thereby contributing to an LSE’s Locational Installed Capacity Requirement. To the extent the
NY CA interface iswith an External Control Areathe Unforced Capacity associated with UDRs
must be deliverable to the I nterconnection Point.
2.194a.1 UCAP Component

A component of the Operating Requirement, calculated in accordance with Article Il of
Attachment K.
2.194a.2 Unrated Customer

A Customer that does not currently have a senior long-term unsecured debt rating or
issuer rating from Standard & Poor’s, Moody’s, Fitch, or Dominion, and that has not received an
SO Equivalency Rating.
2.194a.3 Unsecured Credit

A basisfor satisfying part or al of a Customer’s Operating Requirement on the basis of
the Customer’ s creditworthiness. The amount of a Customer’s Unsecured Credit shall be

determined in accordance with Article IV of Attachment K.
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2.194bVirtual Transaction

Any bid to purchase or offer to sell Energy in the Day -Ahead LBMP market submitted at
the load bus specified for Virtual Transactions.

2.194cWes of Central -East (“West” or “Western”)

An electrical areacomprised of Load Zones A, B, C, D, and E.
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2.195 Wheels Through

Transmission Service, originating in another Control Area, that iswheeled through the
NY CA to another Control Area.
2196 Wholesale Market

The sum of purchases and sales of Energy and Capacity for resale along with Ancillary
Services needed to maintain reliability and power quality at the transmission level coordinated
together through the 1SO and Power Exchanges. A party who purchases Energy, Capacity or
Ancillary Servicesin the Wholesale Market to serveitsown Load is considered to be a

participant in the Wholesale Market.
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ARTICLE 4
MARKET SERVICES: RIGHTSAND OBLIGATIONS

41 Market Services— General Rules
411 Overview

Market Servicesinclude all services and functions performed by the 1SO under this Tariff
related to the sale and purchase of Energy, Capacity or Demand Reductions, and the payment to
Suppliers who provide Ancillary Servicesin the |ISO Administered Markets.
412 Independent System Operator Authority

The 1SO shall provide all Market Services in accordance with the terms of the ISO
Services Tariff and the |SO Related Agreements. The |SO shall be the sole point of Application
for al Market Services provided inthe NYCA. Each Market Participant that sells or purchases
Energy, including Demand Side Resources, sells or purchases Capacity, or provides Ancillary
Servicesinthe SO Administered Markets utilizes Market Services and must take serviceasa
Customer under the Tariff.
413 Informational and Reporting Requirements

The 1SO shall operate and maintain an OASIS, including a Bid/Post System that will
facilitate the posting of Bids to supply Energy, Ancillary Services and Demand Reductions by
Suppliers for use by the SO and the posting of Locational Based Marginal Prices (“LBMP”) and
schedules for accepted Bids for Energy, Ancillary Services and Demand Reductions. The

Bid/Post System will be used to post schedulesfor Bilateral Transactions. The Bid Post System



also will provide historical data regarding Energy
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and Capacity market clearing pricesin addition to Congestion Costs.
4.1. Scheduling Prerequisites

Each Customer shall be subject to a minimum Transaction size of one (1) megawatt
(“MW”) between each Point of Injection and Point of Withdrawal in any given hour. Each
Transaction must be scheduled in whole megawatts.
415 Communication Requirementsfor Market Services

Cusgtomers may utilize a variety of communications facilities to access the ISO’s OASIS
and Bid/Post System, including but not limited to, conventional Internet service providers, wide
area networks such as NERC net, and dedicated communications circuits. Cusomers shall
arrange for and maintain all communications facilities for the purpose of communication of
commercial datato the |ISO. Each Customer shall be the customer of record for the
telecommunications facilities and servicesits uses and shall assume all duties and responsibilities
associated with the procurement, install ation and maintenance of the subject equipment and
software.
416 Customer Responsibilities (Formerly Section 4.8)

All purchasersin the Day -Ahead or Real -Time Markets who withdraw Energy within the
NY CA or at an NY CA Interconnection with another Control Area must obtain Transmission
Service under the ISO OATT. All Customers requesting service under the ISO Services Tariff to
engage in Virtual Transactions must obtain Transmission Service under the ISO OATT.

All LSEs serving Load in the NY CA must comply with the Installed Capacity

requirements set forthin Article 5 of thise ISO Services Tariff.



All Customers taking service under the |SO Services Tariff must pay the Market
Administration and Control Area Services Charge, as specified in Rate Schedule 1 of thisISO
Services Tariff.

All qualified Demand Reduction Providers that submit Demand Reduction Bids and are
scheduled in the SCUC or RTD to reduce demand are expected to reduce their rea-time Energy
consumption.

All Customers shall comply with all applicable federal, state and local laws, regulations
and orders.

4.1.7 Commitment for Local Reliability {Fermerh-Section4-12)

Generating units committed by the | SO for service to ensure local reliability will recover
startup and minimum generation costs not recovered in the Dispatch Day. Payment for such
costs shall be determined pursuant to the provisions of Attachment C. With the exception of
Storm Watch, such payments shall be recovered by the | SO from the local customers for whose
benefit the Generation was committed in accordance with Rate Schedule 1 of the ISO OATT.
Payments made by the 1SO to those Generators shall be in accordance with Attachment C.

Re-dispatching costs incurred as aresult of reductions in Transfer Capability caused by

Storm Watch (“ Storm Watch Costs’) shall be aggregated and recovered on a monthly basis by

the SO exclusively from Transmission Customersin Load Zone J. The ISO shall calculate

Storm Watch Costs by multiplying the real-time Shadow Price of any binding constraint

associated with a Storm Watch, by the higher of (a) zero; or (b) the scheduled Day-Ahead flow

across the constraint minus the actual real-time flow across the constraint.




42 Day-Ahead Markets and Schedules
421 Pre-Scheduled Transaction Requests (Note: Section has been re-numbered but not
changed otherwise)

Pre-Scheduled Transaction Requests shall be submitted, pursuant to | SO Procedures, no
earlier than eighteen (18) monthsprior to the Dispatch Day, and shall include hourly
tTransaction quantities (in MW) at each affected External Interface for each specified Dispatch

Day.
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Customers may submit Pre-Scheduled Transaction Requests for scheduling in the Day -Ahead
Market. The ISO shall determine, pursuant to | SO Procedures, the amount of Total Transfer
Capability at each External Interface to be made available for scheduling. The SO shall
evaluate Pre-Scheduled Transaction Requestsin the order in which they are submitted for
evaluation until the Pre-Scheduled Transmission Request expires, pursuant to 1SO Procedures,
prior to the close of the Day -Ahead Market for the specified Dispatch Day. Modification of a
Pre-Scheduled Transaction Request shall constitute awithdrawal of the original request and a
submission of anew Pre-Scheduled Transaction Request. At the request of a Customer, the 1ISO
shall continue to evaluate a Pre-Schedul ed Transaction Request that was not accepted for
scheduling in the priority order in which the Reguest was originally submitted until it is either
accepted for scheduling, is withdrawn or expires, pursuant to | SO Procedures, prior to the close
of the Day -Ahead Market for the specified Dispatch Day. The SO shall accept Pre-Scheduled
Transaction Requests for scheduling, pursuant to 1SO Procedures, provided that thereis Ramp
Capacity, and Transfer Capability at each affected Externa Interface, available in the NY CA for
each hour requested. |f Ramp Capacity or Transfer Capability, on the designated External
Interface, is unavailable in the NY CA for any hour of the Pre-Scheduled Transaction Request,
the request shall not be scheduled. The 1SO shall confirm the Transaction with affected Control
Areas, as necessary, pursuant to SO Procedures and may condition acceptance for scheduling on
such confirmation.

___ ThelSO shall provide the requesting Customer with notice, as soon asis practically
possible, as to whether the Pre-Schedul ed Transaction Request is accepted for scheduling and, if
itisnot scheduled,the 1SO shall provide the reason.

Issued hy: William J. Museler, President Effective: April 11, 2002
Issued on: July 8, 2002

Filed to comply with order of the Federal Energy Regulatory Commission, Docket No. ER02-1507-000, issued

June 6, 2002, 99 FERCY 61,292 (2002).



New Y ork Independent System Operator, Inc. First Revised Sheet No. 87B
FERC Electric Tariff Superseding Original Sheet No. 87B
Original Volume No. 2

The ISO shall reserve Ramp Capacity, and Transfer Capability on affected Interfaces, for
each Pre-Scheduled Transaction. The 1SO shall evaluate requests to withdraw Pre-Scheduled
Transactions pursuant to SO Procedures. The 1SO shall submit Pre-Scheduled Transactionsto
the appropriate LBMP Market for the designated Dispatch Day.

Prescheduled Transactions that are submitted for scheduling in the Day -Ahead Market
shall be assigned a Decremental Bid or Sink Price Cap Bid, as appropriate, to provide the highest
scheduling priority available.

422 DayAhead Load Forecasts, Bids and Bilateral Schedules
A General Customer Forecasting and Bidding Requirements
By 5am., on the day prior to the Dispatch Day: (i) All LSEsserving Load inthe NY CA

shall provide the ISO with Day-Ahead and seven (7) day Load forecasts; and (ii)
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Customers submitting Bidsin the Day-Ahead Market, other than Pre-scheduled Transaction
Requests, shall provide the | SO, as appropriate with:

1 Bidsto supply Energy, including Bidsto supply Energy in Virtual Transactions;

2 Bidsto supply Ancillary Services;

3 Requests for Bilateral Transaction schedules;

4, Bidsto purchase Energy, including Bidsto purchase Energy in Virtual

Transactions; and

5 Demand Reduction Bids.
In genera, the information provided to the 1 SO shall include the following:

B. L oad Forecasts

The Load forecast shall indicate the predicted level of Load in MW by Point of
Withdrawal for each hour of the following seven (7) days.

C. Bidsto Supply Energy and/or Ancillary Services from Dispatchable

Generatorsor from Self-Committed Fixed Generatorsthat Request a Day-
Ahead CommitmentSupphers

1. General Rules

Bids from Dispatchable Generators Supphers and from Self-Committed Fixed Generators

that request a Day -Ahead commitment and schedule, shall identify the Capacity, in MW,

avail able for commitment in the Day-Ahead Market (for every hour of the Dispatch Day) and the
price(s) at which the Supplier will voluntarily enter into dispatch commitments. Bidsto Supply
Energy from External SuppliersGenerators shall be priced no lower than the Bid that provides
the highest scheduling priority for salesto the relevant LBMP Market plusthe product of (i) the
Scheduling Differential and (ii) three. The Bids shall specify whether each-GeneratorsResource

will be 1SO-Committed Flexible or Self-Committed Flexible and shall identify the Ancillary



Servicesthat are available from each Resource. If a Generator does not submit a Day -Ahead

Availability Bid for Operating Reservesit will be assigned an Availability Bid of zero.
Generators may not submit separate real-time Operating Reserves Availability Bids and will
instead automatically be assigned areal-time Operating Reserves Availability Bid of zero.
Additional rules governing Bidsto provide Regulation Service are set forth in Rate
Schedule 3of the ISO Services Tariff. Additional rules governing Bidsto provide Operating
Reserves are set forth in Article 4 of the Services Tariff.
2. Bid Parameters

Bids by Dispatchable Generators, and from Self -Committed Fixed Generators that

request a Day-Ahead commitment and schedule, -may separately identify Minimum Generation

Bids and Start-Up Bids, variable Energy price Bids, consisting of up to twelve monotonically
increasing, constant cost incremental Energy steps, and other parameters described in

Attachment D of this SO Services Tariff andthe 1SO Procedures. ,4nacluding,but not limited to,

3. Upper Operating Limits

All Bidsto supply Energy and Ancillary Services must specify aUOLn and a UOL e for
the hour. A Resource's UOLyemay not be lower than its UOLgy .
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D Bidsto Supply Energy from Séf-Committed Fixed Suppliers_that Do Not
Reguest a Day-Ahead Commitment and Schedule from the | SO

Self-Committed Fixed Suppliers that do not request a Day-Ahead Commitment and

Schedule from the ISO, shall provide the I SO with a schedul e of their -expected Energy output

for each hour. Self-Committed Fixed Suppliers are responsible for ensuring that any hourly
changesin output are consistent with their ramp rates. Self-Committed Fixed Suppliers must
also submit UOLys, UOLgs and variable Energy Bidsfor the 1ISO’s use inthe event that RTD-
CAM enters maximum generation mode, as described in Article 4.4.4 of this1SO Services
Tariff..

E. Bidsto Supply Energy in Virtual Transactions

Customers submitting bids to supply Energy in Virtual Transactions shall identify the
Energy, in MW, availablein the Day-Ahead Market (for every hour of the Dispatch Day) and the
price(s) at which the Customer will voluntarily make it available.

F. Bidsto Purchase Energy in Virtual Transactions

Customers submitting bidsto purchase Energy in Virtual Transactions shall identify the
Energy, in MW, to be purchased in the Day-Ahead Market (for every hour of the Dispatch Day)
and the price(s) at which the Customer will voluntarily purchaseit.

G. Bilateral Transactions

Bilateral Transaction schedules shall identify hourly Transaction quantities (in MW) by
Point of Injection and Point of Withdrawal, minimum run times associated with Firm Point to
Point Transmission Service, if any, and provide other information (as described in Attachment
D). Decrementa Bidsand Sink Price Cap Bids shall be subject to the bid limitations and

pricing rules set forth in Sections of Attachment B to this SO Services Tariff.
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H. Bidsto Purchase Energy in the Day-Ahead Market

Each purchaser shall submit Bids indicating the hourly quantity of Energy, in MW, that it
will purchase from the Day -Ahead Market for each hour of the following Dispatch Day. These
Bids shall indicate the quantities to be purchased by Point of Withdrawal. The Bidsmay identify
prices at which the purchaser will voluntarily Curtail the Transaction, provided however that
Bids from External purchasersto purchase Energy in the Day -Ahead Market shall be priced no
higher than the Bid that provides the highest scheduling priority for purchasesinthe LBMP
Market, minus the product of (i) the Scheduling Differential and (ii) three.

l. Bidsto Supply Demand Reductionsin the Day-Ahead Market

Demand Reduction Bids from Demand Reduction Providers shall be in whole megawatts
and, as described in Attachment D, shall: (i) identify the amount of demand, in MW, that is
available for commitment in the Day-Ahead Market (for every hour of the dispatch day) and (ii)
the prices at which the Demand Reduction Provider will voluntarily enter into dispatch
commitments to reduce demand. The Bidswill identify the minimum period of time that the
Demand Reduction Provider iswilling to reduce demand. The Bid may separately identify the
Demand Reduction Provider’'s Curtailment Initiation Cost.
423 1SO Responsibility to Establish a State-wide L oad Forecast

By 6 am., on the day prior to the Dispatch Day, the SO will verify the Individual Load
forecasts from the LSEs. Should the ISO determine that Individual Load forecasts are
inconsistent with the | SO’ sforecast, the |SO will evaluate the discrepancies between them.
By 8 am., the ISO will develop and publish its statewide Load forecast on the OASIS. ThelSO

will use thisforecast to perform the SCUC for the Dispatch Day.
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424 Security Constrained Unit Commitment (“SCUC”)

Subject to SO Procedures and Good Utility Practice, the SO will develop a SCUC
schedule over the Dispatch Day using a computer algorithm which simultaneously minimizesthe
total Bid Production Cost of: (i) supplying power or Demand Side Resources to satisfy accepted
purchasers Bids to buy Energy from the Day -Ahead Market; (ii) providing sufficient Ancillary
Servicesto support Energy purchased from the Day-Ahead Market; (iii) committing sufficient
Capacity to meet the ISO’s Lo ad forecast and provide associated Ancillary Services; and (iv)
meeting Bilateral Transaction schedules submitted Day-Ahead. The computer algorithm shall
consider whether accepting Demand Reduction Bidswill reduce the total Bid Production Cost.
The schedule will include commitment of sufficient Generators and/or Demand Side Resources
andlor-nterruptible Loadsto provide for the safe and reliabl e operation of the NY S Power
System. Pursuant to | SO Procedures, the | SO may schedule any Resource to run abov eits UOLn
up to the level of its UOLE. In casesin which the sum of all Bilateral Schedules and all
Day-Ahead Market purchases to serve Load within the NY CA in the Day-Ahead schedule is less
than the SO’ s Day-Ahead forecast of Load, the ISO will commit Resources in addition to the
Operating Reservesit normally maintains to enable it to respond to contingencies. The purpose
of these additional resourcesis to ensure that sufficient Capacity is availableto the ISO in

rea-time to enable it to
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meet its Load forecast (including associated Ancillary Services). In considering which
additional Resources to schedule to meet the 1ISO’s Load forecast, the SO will evaluate
unscheduled Imports, and will not schedule those Transactionsiif its evaluation determines the
cost of those Transactions would effectively exceed a Bid Price cap in the hours in which the
Energy provided by those Transactionsis required. In addition to all Reliability Rules, the 1ISO
shall consider the following information when devel oping the SCUC schedule: (i) Load

forecasts provided to the | SO and adjusted as required by the ISO; (ii) Ancillary Service
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reguirements as determined by the 1SO; (iii) Bilateral Transaction schedules; (iv) price Bids and
operating Constraints submitted for Generator or Demand Side Resources; (v) price Bidsfor
Ancillary Services; (vi) Decremental Bids and Sink Price Cap Bids for External Transactions;
(vii) Ancillary Servicesin support of Bilateral Transactions; and (viii) Bidsto purchaseor sell
Energy from or to the Day -Ahead Market. External Transactions with minimum run times
greater than one hour will only be scheduled at the requested Bid for the full minimum run time.
External Transactions with identical Bids and minimum run times greater than one hour will not
be prorated. The SCUC schedule shall list the twenty-four (24) hourly injections and
withdrawalsfor: (a) each Customer whose Bid the | SO accepts for the following Dispatch Day;
and (b) each Bilateral Transaction scheduled Day-Ahead.

In the development of its SCUC schedule, the SO may commit and decommit
Generators and Demand Side Resources based upon any flexible Bids, including Minimum
Generation Bids, and-Start-Up Bids, and-Curtailment Initiation Cost Bids, Energy, and
Incremental Bids and Decremental Bids received by the 1SO.

The ISO will select the least cost mix of Ancillary Services and Energy from Suppliers,
Demand Side Resources, and Customers submitting Virtual Transactions bids. The ISO may
substitute higher quality Ancillary Services (i.e,, shorter response time) for lower quality
Ancillary Services when doing so would result in an overall least bid cost solution. For example,
10-Minute Non-Synchronized Reserve may be substituted for 30-Minute Reserve if doing so

would reduce the total bid cost of providing Energy and Ancillary Services.
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425 Réliability Forecast
In the SCUC program, system operation shall be optimized based on Bids over the

Dispatch Day. However, to preserve system reliability, the | SO must ensure that there will be
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sufficient resources available to meet forecasted Load and reserve requirements over the seven
(7)-day period that begins with the next Dispatch Day. The ISO will perform a Supplemental
Resource Evaluation (“ SRE") for days two (2) through seven (7) of the commitment cycle. If it
is determined that along start-up time Generator is needed for reliability, the 1SO shall accept a
Bid from the Generator and the Generator will begin its start-up sequence. During each day of
the start-up sequence, the 1SO will perform an SRE to determineif long start-up time Generators
will still be needed as previously forecasted. If the Generator is still needed, it will continueto
accrue start-up cost paymentson alinear basis. If at any timeit is determined that the Generator
will not be needed as previously forecasted, the SO shall order the Generator to abort its start-up
sequence, and its start -up payment entitlement will cease at that point.

The SO will commit to long start-up time Generatorsto preserve reliability. However,
the 1SO will not commit resources with long start-up times to reduce the cost of meeting L oads
that it expects to occur in days following the next Dispatch Day. Supplemental paymentsto
these Generators, if necessary, will be determined pursuant to the provisions of Attachment C
and will be recovered by the SO under Rate Schedule 1 of the ISO OATT.

The ISO shall perform the SRE asfollows. (1) The SO shall develop aforecast of daily
system peak Load for daystwo (2) through seven (7) in this seven (7)-day period (using LSE

forecast data, where appropriate) and add the appropriate reserve margin; (2) the 1SO shall then
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forecast its available Generators for the day in question by summing the Operating Capacity for
all Generators currently in operation that are available for the commitment cycle, the Operating
Capacity of all other Generators capabl e of starting on subsequent daysto be avail able on the day
in question, and an estimate of the net Imports from External Bilateral Transactions; (3) if the
forecasted peak Load plusreserves exceedsthe | SO’ sforecast of available Generatorsfor the
day in question, then the 1SO shall commit additional Generators capable of starting prior to the
day in question (e.qg., start-up period of two (2) dayswhen looking at day three (3)) to assure
system reliability; (4) in choosing among Generators with comparable start-up periods, the SO
shall schedule Generators to minimize Minimum Generation Bid and Start-Up Bid costs of
meeting forecasted peak Load plus Ancillary Services consistent with the Reliability Rules; (5)
in determining the appropriate reserve margin for days two (2) through seven (7), the | SO will
supplement the normal reserve requirementsto allow for forced outages of the short start-up
period units (e.g., gas turbines) assumed to be operating at maximum output in the unit
commitment analysis for reliability.

The bidding requirements and the Bid tablesin Attachment D indicate that Energy Bids
areto be provided for days one (1) through seven (7). Energy Bids are binding for day one (1)
only for unitsin operation or with start-up periodslessthan one (1) day. Minimum gGeneration

eost-Bids for Generators with start-up periods greater than one (1) day will be binding only for
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units that are committed by the 1SO and only for the first day in which those units could produce
Energy given their start-up periods. For example, MM inimum gGeneration eest-Bidsfor a
Generator with a start-up period of two (2) dayswould be binding only for day three (3) because,
if that unit beginsto start up at any time during day one (1), it would begin to produce Energy
forty -eight (48) hours later on day three (3). Similarly, the mMinimum g CGeneration cost Bids
for a Generator with a start-up period of three (3) days would be binding only for day four (4).
426 Post the Day-Ahead Schedule

By 11 am. on the day prior to the Dispatch Day, the SO shall close the Day -Ahead
scheduling process and post on the Bid/Post System the Day -Ahead schedule for each entity that
submitsaBid or Bilateral Transaction schedule. All schedules shall be considered proprietary,
with the posting only visible to the appropriate scheduling Customer and Transmission Owners
subject to the applicable Code of Conduct (See Attachment F to the ISO OATT). The SO will
post on the OA SIS the stat ewide aggregate resources (Day-Ahead Energy schedules and total
operating capability forecast) and Load (Day-Ahead scheduled and forecast) for each Load Zone,
and the Day-Ahead LBMP prices (including the Congestion Component and the Marginal Losses
Component) for each Load Zone in each hour of the upcoming Dispatch Day. The SO shall
conduct the Day -A head Settlement based upon the Day -Ahead schedule determined in

accordance with this Section. The SO will
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provide the Transmission Owner with the Load forecast (for seven (7) days) aswell asthe ISO
security evaluation datato enable local areareliability to be assessed. A Transmission Owner
may request commitment of additional Generators (including specific output level(s)) if it
determines that additional generation is needed to ensure local area reliability in accordance with
the Local Reliability Rules. The ISO will use SRE to fulfill a Transmission Owner’s request for
additional units. Any requests by Transmission Ownersto commit Generators not otherwise
committed by the ISO in the Day-Ahead Market will be posted upon receipt on OASIS.

427 DayAhead LBMP Market Settlements {Fermerhy-Section4-16)

The 1SO shall calculate the Day-Ahead LBMPs for each Load Zone and at each
Generator bus and Demand Reduction Bus as described in Attachment B. Each Supplier that
bids a Generator into the |SO Day-Ahead Market and is scheduled in the SCUC to sell Energy in
the Day-Ahead Market will be paid the product of: (a) the Day-Ahead hourly LBMP at the
applicable Generator bus; and (b) the hourly Energyschedule. For each Demand Reduction
Provider that bids a Demand Reduction into the Day-Ahead Market and is scheduled in SCUC to
reduce demand, the L SE providing Energy service to the Demand Side Resource that accounts
for the Demand Reduction shall be paid the product of: (a) the Day-Ahead hourly LBMP at the
applicable Demand Reduction Bus; and (b) the hourly demand reduction scheduled Day -Ahead
(in MW). Each LSE that bids into the $S©-Day-Ahead Market, including each Customer that
submitsabBid for aVirtual Transaction, and has a schedul e accepted by the I SO to purchase
Energy inthe Day-Ahead Market will pay the product of: (&) the Day-Ahead hourly Zonal

LBMP at each Point of Withdrawal; and (b) the scheduled Energy at each Point of Withdrawal.



Each Customer that submits a Virtual Transaction bid into the |ISO Day -Ahead Market and hasa
schedule accepted by the | SO to sell Energy in alLoad Zone in the Day-Ahead Market will
receive a payment equal to the product of (a) the Day-Ahead hourly zonal LBMPfor that Load

Zone; and (b) the hourly scheduled Energy for the Customer in that Load Zone. Each Demand

Reduction Provider that bids a Demand Reductionthat-s-ret-activated-by-atoeca-Generaterinto
the Day-Ahead Market and is scheduled in the SCUC to reduce demand shall receive a Demand
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Reduction Incentive Payment from the 1SO equal to the product of: (a) the Day-Ahead hourly
LBMP at the Demand Reduction bus; and (b) the lesser of the actual hourly Demand Reduction
or the scheduled hourly Demand Reduction (in MW), provided however that Demand Reduction
Incentive Payments shall not be available for Demand Reductions after October 31, 20043.

A zonal floor bid price of $50/MW hour is applicable to all Day -Ahead Demand
Response Resources that bid into the Day-Ahead Energy market.

The I SO shall publish the Day-Ahead Settlement Load Zone LBMPsfor each hour in the
scheduling horizon (nominally twenty -four (24) hours). The 1SO shall then close the Day -Ahead

Settlement.

4.3  In-Day Scheduling Changes
After the Day-Ahead scheduleis published, the I SO shall evaluate any events, including,

but not limited to, the loss of significant Generators or transmission facilities that may cause the
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system dispatch to be inadequate to meet the requirements established in the Reliability Rules.
After the Day-Ahead schedule is published, the ISO shall normally grant requests by
Capacity Limited Resources and Energy Limited Resources for reductions from Day-Ahead
schedules to their UOLns for any hour(s) in which they are scheduled above their UOLn s
However, the | SO may schedules such Resources to provide Capacity reduced in this manner
available in the Real-Time Market during the relevant hour(s) at a price no higher than the
relevant Day-Ahead offer price when it is needed to prevent or to address an Emergency.

The I SO shall commit additional Resources, via SRE, beyond those committed Day -

Ahead when necessary to meet Load.

schedulesvia SRE and-may aAfter providing notice, the |SO may require all Resources to run

abovetheir UOLy s, up to thelevel of their UOLgs (pursuant to 1SO Procedures), and may raise
the upper-eperatingtimits UOLys, of Capacity Limited Resources and Energy Limited Resources
to their UOLelevels, in order to achieve areliable next-day schedule while minimizing total Bid
Production Cost over the remainder of the day to meet Load scheduled Day -Ahead. The SO
may use the following additional Resourcesin order to prevent or address an Emergency: (i)
Bids submitted to the 1SO that were not previously accepted but were designated by the bidder as
continuing to be available; (ii) new Bidsfrom all Suppliers, including neighboring systems

(Note: 1SO Staff isstill considering what the bidding and compensation rulesarere: (ii));

and (iii) cancellation of/or rescheduling of a transmission facility
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maintenance outages when possible. Actionstaken by the SO in performing supplemental
commitments will not change any financial commitments that resulted from the Day-Ahead
SCUC.

The I1SO will not recall Energy produced by a Generator serving External Load to the
extent that the Generator is not providing Installed Capacity (and has not indicated that it wishes
to qualify as aprovider of Installed Capacity) inthe NYCA. The SO shall take action, including
manual intervention, to schedule Export Transactions from Generators that have Available
Generating Capacity and that have supplied installed Capacity to entities serving Load located in
an External Control Areawhen the External Control Areaissues a notification requiring such
Generatorsto supply Energy, provided however, that any Transaction may be Curtailed in
response to the invocation of Transmission Loading Relief procedures by the | SO or by operators
of other Control Areas. Energy from non-Installed Capacity providersin New Y ork which is
being Supplied outside the NY CA could be purchased by the | SO, pursuant to 1 SO Procedures,
should an emergency exist inthe NY CA, provided however that Energy from Generators that
have supplied installed Capacity to entities serving Load located in an External Control Areathat
are responding to a notification by the External Control Areathat requires such Generatorsto
supply Energy, may not be purchased by the SO should a capacity resource emergency exist in

theNY CA.
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4.4  Real TimeMarketsand Schedules

44.1 In-Day Pre-Scheduled Transactions

For any hour in which#in an External Control Areainformsthe 1SO that it must call on a

Supplier located in the NY CA to provide the External Control Areawith Energy, and that
Supplier has previously committed to provide installed capacity to the External Control Area,
then the 1SO shall ensure that the required quantity of Energy will flow to the External Control
Areain thehour felewing-manner— |If the Supplier has already submitted an Export to the
External Control Areafor evaluation by the SO the I SO shall treat the Export as anlin-Dday
Pre-Scheduled Transaction. Such atTransaction shall be assigned a Sink Price Cap Bid that
providesthe highest scheduling priority available. -If the Supplier has not previously submitted
an Export for evaluation by the ISO it shall immediately submit such abid into RTC. The SO
shall schedule the proposed Export as an in-Bday Pre-Scheduled Transaction, with the highest
scheduling priority available, unless there is no Ramp Capacity or Transfer Capability on the

relevant External Interface, in which case the Export will not be scheduled. To the extent that

Ramp Capacity or Transfer Capability are available to support only aportion of an}in-Bday Pre-

Scheduled Transaction the SO will schedule that portion of the Transaction.

In-Bday Pre-Scheduled Transactionswill only be subject to Curtailment in the
same limited circumstances as other Pre-Schedul ed Transactions.
442 442 Real-Time Commitment (“RTC")
A Overview
RTC will make binding unit commitment and de-commitment decisionsevensfor the

periods fifteaen and thirty minutes -fifteen-minutesahead, will provide advisory commitment




information for the remainder of thetwo and ahalf hour optimization period, and will schedule

External Transactions on a clock hourky: basis. RTC will co-optimize to simultaneously solve
for all Load, Operating Reserves and Regulation Service requirements and to minimize the total
as-bid production costs over its two hour and fifteen minute optimization timeframe RTC will
consider SCUC’ s Resource commitment for the day, load and loss forecasts that RTC itself will
produce each quarter hour, binding transmission constraints, and all Real-Time Bids and Bid
parameters submitted pursuant to subsection B below.

B. Bids and Other Requests

After the Day-Ahead scheduleis published and no later than seventy-five (75) minutes
before each hour, Customers may submit Real- Time Bidsinto RTC for real-time evaluation.

1. Real-Time Bids to Supply Energy and Ancillary Services

Customers may subnit new or revised Bids to supply Energy, Demand-Reductions;
Operating Reserves and/or Regulation Service. Customers that submit such Bids may specify
different Bid parametersin RTC than they did Day-Ahead, except that they may not increase
their Minimum Generation Bids aretor Start-Up BidsSedts to the extent that they have been

scheduled Day -Ahead Bidsto supply Energy or Ancillary Services shall be subject to the rules

set forth in Section 4.2.2(C) or, in the case of External Resources Demand-Side Resources (C)

{h; above and in Attachment D to this SO Services Tariff..

2. Bids Associated with Internal and External Bilateral Transactions



Customers may seek to modify Bilateral Transactions that were previously scheduled
Day-Ahead or propose new Bilateral Transactions, including Externa Transactions, for
economic evaluation by RTC. Bids associated with Internal Bilateral Transactions shall be
subject to the rules set forth above in Section 4.2.2(G).

Sink Price Cap Bids or Decremental Bids for External Transactions may be submitted
into RTC up to seventy five minutes before the hour in which the Externa Transaction would
flow. External Transaction Bids must have aone hour duration, must start and stop on the hour,
and must have constant magnitude for the hour. Intra-hour schedule changes, or Bid
modifications, associated with External Transactionswill not be accommodated.

3. Self-Commitment Requests

Self-Committed Flexible Resources must provide the | SO with schedules of their
expected minimum operating pointsin quarter hour increments. Self-Committed Fixed Resource
must providetheir expected actual operating pointsin quarter hour increments.

Regl-Timel | Reducti

Demand Reduction Providers may submit Real Time Energy Bids for the sole purposeof

being schedul ed toprovide certain Operating Reserves in real -time pursuant to Rate Schedule 4

of this1SO Services Tariff. Real-Time Energy Bids from Demand Reduction Providers will not

be considered in the | SO’ sredl -time Energy market scheduling and commitment.

C. External Transaction Scheduling

RTC;5 will schedule External Transactions on an hour-ahead basis as part of its
development of aco-optimized least-hid cost real-time commitment. RTC will alert the ISO
when it appears that scheduled External Transactions need to be reduced for reliability reasons
but will not automatically Curtail them. Curtailment decisions will be made by the SO, guided
by the information that RTC provides, pursuant to the rules established by Attachment B of this

1SO Services Tariff and the SO Procedures.




D. Posting Commitment/De-Commitment and External Transaction Scheduling
Decisions

Except as specifically noted in Section 4.4.4 of this 1SO Services Tariff, RTC will make
al Resource commitment and de-commitment decisions. RTC will also produce advisory
commitment information and advisory real-time prices. RTC will make decisions and post
information in aseries of fifteen-minute “runs’ which are described below..

RTCswill begin at the start of the first hour of the RTC co-optimization period and will
post its commitment, de commitment, and External Transaction scheduling decisionsno later
than fifteen minutes after the start of that hour. During the RTCys run, RTC will:

@) Commit Resources with 10-minute start-up times so that they will be
synchronized and running at their minimum generation levels by thirty minutes
after the start of the first hour of the RTC co-optimization period,;

(i)  Commit Resources with 30-minute start-up times so that they will be
synchronized and running at their minimum generation levels by forty-five
minutes after the start of the first hour of the RTC co-optimization period;

(iii)  De-commit Resources so that they will be disconnected from the network by
thirty minutes after the start of the first hour of the RTC co-optimization period,;

(iv)  Issue advisory commitment and de-commitment guidance for periods more than
thirty minutes in the future and advisory dispatch information; and

v) Schedule Pre-Scheduled Transaction and economic External Transactions to run
during the entirety of the next hour.

All subsequent RTC runsin the hour, i.e., RTCzg, RTCys, and RTCyo Will begin at the

fifteen minutes before their designated posting times, for example, RTCgo will begin in the
fifteenth minute of the hour, and will take the following steps.

@) Commit Resources with ten-minutestart-up timessot hat they will be



synchronized and running at their minimum generation levels by the end of the
next RTC run (i.e., fifteen minutesin the future);

(i)  Commit Resources with thirty-minutestart-up times so that they will be
synchronized and running at their minimum generation levels after the next two
RTC runs (i.e., thirty minutesin the future);

(i)  De-commit Resources so they will be disconnected from the network by the end
of the next RTC run (i.e., fifteen minutes in the future);

(iv)  Issue advisoly commitment, de-commitment, and dispatching guidance for the
period from thirty minutes in the future until the end of the RTC co-optimization
period; and

(V) Either reaffirm that the External Transactions scheduled by RTC;sto flow in the
next hour should flow, or inform the SO that External Transactions may need to
be reduced.

E. External Transaction Settlements

RTCiswill calculate the Rea-Time LBMP for all External Transactions if constraints at

the interface associated with that External Transaction are binding. In addition, RTCis will

calculate Real-Time LBMPs at Proxy Generator Buses for any hour in which: (i) proposed

economic Transactions over the I nterface between the NY CA and the External Control Areathat

the Proxy Generator Busis associated with would exceed the Available Transfer Capability for

that Interface; (ii) proposed interchange schedules pertaining to the NY CA as awhole would

exceed any Ramp Capacity limitsin place for the NY CA asawhole; or (iii) proposed

interchange schedul e changes pertaining to the Interface between the NY CA and the External

Control Areathat the Proxy Generator Bus is associated with would exceed any Ramp Capacity

inadvertently omitted from the prior draft.) Finally, RTCiswill also calculate Rea-Time




LBMPs at Proxy Generator Buses at times when the relevant External interface is constrained or
a certain times at Non-Competitive Proxy Generator Buses as is described in Attachment B to
this1SO Services Tariff.

Real-Time LBMPs will be calculated by RTD for all other purposes, including for pricing
External Transactions during intervals when the interface associated with thean Externa

Transaction isnot binding_pursuant to Section 4.4.3(B).

In addition, RTCwswill calculate and pay Bid Production Cost guarantees to Customers

This concept has not changed, the language has just been moved to Section 4.9).
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443 Real-Time Digpatch

A Overview

The Real -Time Dispatch will make dispatching decisions, send Base Point Signalsto
Internal ResourcesGenerators and Demand Side Resources, calculate Real-Time Market Clearing
Prices for Energy, Operating Reserves, and Regulation Service. and establish real -time schedules
for those products on aneminally-five-minute basis, starting at the beginning of each hour. The
Real-Time Dispatch will not make commitment decisions and will not consider start-up costsin
any of its dispatching or pricing decisions. TheEach Red-Time Dispatch run will co-optimize to
simultaneously solve for Load, Operating Reserves, and Regulation Service and to minimize the
total cost of production over its bid optimization horizon (which may be fifty, fifty-five or sixty

minutes long_depending on where the run fallsin the hour). In addition to producing bindinga

binding five-minute schedules, each Real-Time Dispatch run will produce four advisory fiteen-

minute schedules for the remainder of its bid-optimization horizon. .RTD will use the most

recent system information and the same set of Bids and constraints that are considered by RTC.
B. Calculating Real-Time Market LBMPs and Advisory Prices

With the exceptions noted above in Section 4.4.2(E). RTD shall calculate ex ante

Real-Time LBMPs at each Generator bus, and for each Load Zone in each RTD cycle, in
accordance with the procedures set forth in Attachment B to this 1SO Services Tariff. RTD will
also calculate and post advisory Real-Time LBMPs for the next four quarter hours in accordance

with the procedures set forth in Attachment B.



C. Supplemental Lost Opportunity Cost PaymentsDuring EDRP/Special Case

Resour ce Activation

During any interval in which the ISO is calculating Real-Time
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LBMPs under the procedures established in Pricing Rules 1, 2.a., or 2.b.of Attachment B of this
SO Services Tariff, which apply during periods when the | SO has activated the EDRP or
Special Case Resourcesin order to avoid a shortage of 30-Minute Reserves, a properly located
Generator that produces less Rreal-{ Time Energy than it would have been economic to produce
because of the 1SO’ s activation decision, shall be eligible to receive a supplemental Lost

Opportunity Cost Pay ment for each such interval. The supplemental Lost Opportunity Cost

Payment shall be calculated asfollows.

where:

LOCP,; isthe Lost Opportunity Cost Payment paid in association with the

dispatch of Generator g for RTD interval i;

T, isthedurationof RTD interval i; and

FRES; and RBPCy are as calculated below.

FRES, isforegone revenue from Energy salesthat Generator g would have realized had

it not been dispatched down during RTD interval i, after taking other mechanismsfor

compensating the Generator for these foregone revenues into account. |t is calculated using the

following equation:

FRES, = LBMP, ~ max(0,EOP, - LOCORP, - DMAP, - BP,),

where:



LBMPg isthe Real-Time LBMP calculated at the location of Generator g during

RTD interval i;

EOP;; isthe economic operating point of Generator g duringRTD interval i,

which isthe guantity at which the marginal Bid Cost for Generator g during RTD

interval i, calculated using the real-time offer curve for Generator g, is equal to

LBMPdi, unless (i) the marginal Bid Cost for Generator g during SCD interval i is

lessthanLBMPy; at al points on the offer curve for generator g, in which case
EOPy shall be set to the maximum Operating Capacity for Generator g during
RTD interval i, or (ii) the marginal Bid Cost for Generator g during RTD interval

i isgreater thanLBMP,; at all points on the offer curve for Generator g, in which

case EOP,; shall be set to the minimum generation level for Generator g during

RTD interval i;

LOCORP,; isthe amount of Capacity below the economic operating point for

Cenerator g during RTD interval i, as described in the preceding definition, for

which Generator g has been compensated for having been dispatched below its

economic operating point throughpayments calculated pursuant to Rate Schedule

4 of this1SO Services Tariff.;

DMAP; is the amount of Capacity below the economic operating point for

Cenerator g during RTD interval i, as described in the preceding definition, for

which the Generator has been compensated for having been dispatched below its

economic operating point through Day-Ahead Margin Assurance Payments; and

BP4 isthe greater of: (i) the actual output of generator g during RTD interval i; or

(ii) the base point sent by RTD to Generator g for RTD interval i.



and where:

RBPGC,; isthe reduction in Bid Production Cost realized by the Generator g because it

was dispatched down during RT D interval i. Itshall be calculated using the following equation :

e EOR;-LOCORR;  EOR;- LOCORR; &

RBPC, =max§0, RO,  RR, %

BR; +DMAR, BPy+DMAR; g

where:

RTQg;i isthe real-time offer curve for RTD interval i submitted for Generator g;

RTR; is the real-time reference offer curve maintained by the |ISO’sMarket Monitoring
and Performance Unit that applies to Generator g for RTD interval i; and

All other variables are as defined above.
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444 Real-Time Dispatch — Corrective Action Mode

When the 1SO needs to respond to system conditions that were not anticipated by RTC or
theregular Real -Time Dispatch, e.g., the unexpected loss of a major Generator or Transmission
line, it will activate the specialized RTD-CAM program. RTD-CAM runs will be nominally
either five or ten minuteslong, asis described in-Section4-4.4-below. Unlike the Real-Time
Dispatch, RTD-CAM will have the ability to commit certain Resources. When RTD-CAM is
activated, the ISO will have discretion to implement various measures to restore normal
operating conditions. These RTD-CAM measures are described below.

The I SO shall have discretion to determine which specific operating mode should be
activated in particular situations. In addition, RTD-CAM may require all Resources to run above
their UOLn s, up to the level of their UOLEes asis described in the 1SO Procedures. Self-
Committed Fixed Resources will not be expected to move in response to RTD-CAM BasePoint
Signals except whenM maximum Ggeneration Pickup modeis activated.

Except as expressly noted in this Section, RTD-CAM will dispatch the system in the
same manner as the normal Red -Time Dispatch,

A. RTD-CAM Operating Modes

1. Reserve Pickup

The SO will enter this operating mode when necessary to re-establish schedules-when

large ACE errors occur as aresult of transmission line or Generator losses or widespread

Generator failuresto follow their schedule. In this operating mode, RTD-CAM will send 10-



minute BasePoint Signals and produce 10-minute schedules. RTD-CAM may also commit, or if
necessary de-commit. Resources capable of starting or stopping within 10-minutes. The SO

RTD-CAM will recognizewill continue to optimize for Energy and Operating Reserves,, will

recognize -locational Operating Reserve requirements,, but will not honor Regulation Service
requirements. It will also release all ResourcesGenerators from their Operating Reserves
schedules so that they may use the portion of their operating ranges previously set aside as
Operating Reserves to produce Energy. If ResourcesGenerators are committed or de-committed
in this operating mode the schedules for them will be passed to RTC and the Red -Time Dispaich.
for their next execution.

ThelSO will have discretion to classify aRreserve Ppickup as a “tlarge Eevent” or a
“Ssmall Eevent.” In aSsmal Eevent the 1SO will have discretion to reduce BasePoint Signalsin
order to reduce transmission line loadings. The 1SO will not have thisdiscretion in Llarge
Eevents. Asisexplained in Section 4.94.4.B below, the distinction also has significance for

settlement purposeswith respect to Generators' eligibility to receive Bid Production Cost

guarantee payments.

2. Maximum Generation Pickup

The SO will enter this operatihg mode when an Emergency makes it necessary to
maximize Energy production in one or more location(s),i.e., Long Island, New Y ork City, East
of Total East and/or NY CA -wide.- (Nete—Asr-RS4-we-aresti-considering-how-to-defire
theseteeations RTD-CAM will direct all Generators located in atargeted location to increase
production at their emergency response rate up to their UOLe level and to stay at that level until
instructed otherwise. Security constraints will be obeyed to the extent possible.

3. Basepoints ASAP -- No Commitments



The SO will enter this operating mode when changed circumstances make it necessary to
issue an updated set of BasePoint Signals. Examples of changed circumstances that could
necessitate taking this step include correcting line, contingency, or transfer overloads and/or
voltage problems caused by unexpected system events. When operating in thismode, RTD-
CAM will produce five minute schedules and Base Point Signals but will only redispatch
Generatorsthat are capable of responding within five minutes. RTD-CAM will not commit or
de-commit Resources in this mode.

4, Basepoints ASAP -- Commit As Needed

This operating mode isidentical to BasePoints ASAP— No Commitments, except that it
also alowsthe I1SO to commit Generators that are capable of starting within 10 minutes when
doing so is necessary to respond to changed system conditions.

5. Re-Sequencing M ode

When the | SO is ready to deactivate RTD-CAM, it will often need to transition back to
normal Real-Time Dispatch operation. Inthismode, RTD-CAM will calculate normal five-
minute BasePoint Signals and establish five minute schedules. Unlike the normal RTD-
Dispatch, however, RTD-CAM will only look ahead 10-minutes. RTD-CAM re-sequencing will
terminate as soon as the normal Real- Time Dispatch software is reactivated and is ready to
produce BasePoint signals for its entire optimization period.

B. Calculating Real-Time LBMPs

Except when it is inRreserve Ppickup mode, when RTD-CAM is activated itshall
caculate ex ante Red-Time LBMPs at each Generator bus, and for each Load Zone every five
minutes, in accordance with the procedures set forth in the same manner described abovein

Section 4.3.B. When it isRreserve Rpickup mode RTD-CAM will calculate ex ante Red -Time



LBMPs every ten minutes but shall otherwise follow the procedures set forth above in Section
4.4.3(B) .. Inaddition, RTD-CAM will calculate Bid Production Cost guaranteesupplemental
payments for eligible Generators during Llarge Eevent, but not Ssmall Eevent, Rreserve

Ppickupsand maximum generation events. These supplemental payments are described in Rate

Schedule 4 of this 1SO Services Tariff.

C. Posting Commitment Decisions
To the extent that RTD-CAM makes commitment and de-commitment decisions they

will be posted at the same time as Real- Time LBMPs.
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445 Real-TimeMarket Settlements
Transmission Customers taking service under the Tariff, shall be subject to the

Real-Time Market Settlement. All withdrawals and injections not scheduled on a Day -Ahead
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basis, including Real -Time deviations from any Bilateral Transaction schedules, shall be subject
to the Real -Time Market Settlement. Transmission Customers not taking service under this
Tariff shall be subject to balancing charges as provided for under the ISO OATT. Settlements
with External Suppliersor External Loadswill be based upon hourly scheduled withdrawals or
injections. Real-Time Market Settlements for injections by Resources supplying Regulation
Service or Operating Reserves shall follow the rules which are described in Rate Schedules 3 and
4, respectively.

For the purposes of this section, the scheduled output of each of the following Generators
ineach RTD interval shall retroactively be set equal to its actual output in that RTD interval:

@ Generators providing Energy under contracts executed and effective on or
before November 18, 1999 (including PURPA contracts) in which the
power purchaser does not control the operation of the supply source but
would be responsible for penalties for being off-schedul e, with the
exception of Generators under must-take PURPA contracts executed and
effective on or before November 18, 1999 who have not provided
telemetering to their local TO and historically have not been eligible to
participate in the NY PP market, which will continue to be treated as TO
Load modifiers under the | SO-administered markets;

(i)  Existing topping turbine Generators and extraction turbine Generators

producing electric Energy resulting from the supply of steam to the district
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steam system located in New Y ork City (LBMP Zone J) in operation on or
before November 18, 1999 and/or topping or extraction turbine Generators
utilized in replacing or repowering existing steam supplies from such units
(in accordance with good engineering and economic design) that cannot
follow schedules, up to amaximum total of 365 MW of such units; and
(iii)  Exigting intermittent (i.e., non-schedulabl€) renewable resource
Generatorsin operation on or before November 18, 1999 within the
NY CA, plus up to an additional 500 MW of such Generators.

This procedure shall not apply to a Generator at times when it has been scheduled to
provide Regulation Service or Operating Reserves.

In subsections A, B, C, D, E and F of this Section 4.4.5 references to “ scheduled” Energy
injections and withdrawals shall encompass injections and withdrawals that are scheduled Day -
Ahead, aswell asinjections and withdrawal s that occur in connection with real-time Bilateral
Transactions. In subsections A, C, D and F of this Section 4.4.5, references to Energy
Withdrawals and Energy Injections shall not include Energy Withdrawals or Energy Injectionsin
Virtual Transactions.

In addition to the real -time Energy market settlement provisions set forthin this Section,

Generators that are providing Regulation Service shall also be subject to the Energy settlement

rules set forth in Section 6.0 of Rate Schedule 3 of this | SO Services Tariff.
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A Settlement When Actual Energy Withdrawals Exceed Scheduled Ener gy
Withdrawals Other Than Scheduled or Actual Withdrawalsin Virtual
Transactions
When the Actual Energy Withdrawal s by a Customer over an RTD interval
exceed the Energy withdrawals scheduled over that RTD interval, the 1SO shall charge the
Real-Time LBMP for Energy equal to the product of: (&) the Real-Time LBMP calculated in
that RTD interval for each applicable Load Zone; and (b) the difference between the Actual

Energy Withdrawalsand the scheduled Energy withdrawals at that Load Zone.
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B. Settlement for Customers Scheduled To Sell Energy in Virtual Transactions
in Load Zones
The Actual Energy Injection in aLoad Zone by a Customer scheduled Day-Ahead to sell
Energy in aVirtual Transaction is zero and the Customer shall pay a charge for the Energy
imbalance equal to the product of: (a) the Real-Time LBMP calculated in that hour for the
applicable Load Zone; and (b) the scheduled Day-Ahead Energy Injection of the Customer for

that Hour in that Load Zone.

Issued by: William J. Museler, President Effective: October 30, 2001
Issued on: September 4, 2001



New Y ork Independent System Operator, Inc. Fifth Revised Sheet No. 102
FERC Electric Tariff Superseding Fourth Revised Sheet No. 102
Original Volume No. 2
C. Settlement When Actual Energy Injections are Less Than Scheduled Ener gy
Injectionsor Actual Demand Reductions are Less Than Scheduled Demand
Reductions
(1) General Rule
When the actual Energy injectionsby a Supplier over an RTD interval are less than the
Energy injections scheduled Day -Ahead over that RTD interval, the Supplier shall pay acharge
for the Energy imbalance equal to the product of: (@) the Real-Time LBMP calculated in that
RTD interval for the applicable Generator bus; and (b) the difference between the scheduled
Day-Ahead Energy injections and the lesser of: (i) the actual Energy injections at that bus; or (ii)
the Supplier' s Real-Time Scheduled Energy Injection plus any Compensable Overgeneration. |If
the Energy injections by a Supplier over an RTD interval are less than the Energy injections
scheduled for the Supplier Day-Ahead, and if the Supplier reduced its Energy injectionsin
response to instructions by the ISO or a Transmission Owner that were issued in order to

maintain a secure and reliable dispatch, the Supplier may be entitled to a supplemental-payment

to-maintain-itsDay-Ahead Margin Assurance Payment, pursuant to Attachment J of this|SO

Services Tariff.
(2) Failed Transactions
If an Energy injection scheduled by RTC at a Proxy Generator Busfailsinthe ISO’'s
checkout process after RTC;s, the Supplier or Transmission Customer that was scheduled to
make the injection will pay the Energy imbalance charge described above in subsection C(1). In
addition, if the checkout failure occurred for reasons within the Supplier’s or Transmission
Customer’s control it will be required to pay the “Financial Impact Charge” described below.

The 1SO’s market monitoring unit will determine whether an injection failed for reasons within a



Supplier’s or Transmission Customer’s control.

If an Energy injection is determined to have failed for reasons within a Supplier’s or
Transmission Customer’s control, the Financial Impact Charge will equal: (i) thedifference
computed by subtracting the actual real-time Energy injection from amount of the import
scheduled by RTC; multiplied by (ii) the greater of the difference computed by subtracting the
RTD price in the relevant interval from the RTC price, or zero.

If aWheel Through fails for reasons within a Supplier’ s or Transmission Customer’s
control, the Financial Impact Charge will equal the sum of the Financial Impact Charge
described in this subsection and the Financial |mpact Charge described below in subsection D(2).

All Financial Impact Charges collected by the 1 SO shall be used to reduce the charges

assessed under Rate Schedule 1 of this Tariff.

In the event that the Energy injections
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scheduled by RTC;s at a Proxy Generator Bus are Curtailed at the request of the SO then the
Supplier or Transmission Customer that is subjected to the Curtailment, in addition to the charge
for Energy Imbalance shall be paid the product (if positive) of: (a) the Real-Time LBMP at the
Proxy Generator Bus minus the higher of its real-time Bid and zero; and (b) the scheduled
Energy injections minus the actual Energy injections at that Proxy Generator Bus for the dispatch
hour
3 Capacity Limited Resources and Energy Limited Resources

For any hour in which: (i) a Capacity Limited Resource is scheduled to supply Energy,
Operating Reserves, or Regulation Servicein the Day-Ahead Market; (ii) the sum of its
schedules to provide these services exceeds its bid-in upper operating limit; (iii) the Capacity
Limited Resource requests a reduction for Capacity limitation reasons; and (iv) the SO reduces
the Capacity Limited Resource’' s upper operating limit to alevel equal to, or greater than, its bid-
in upper operating limit; the imbalance charge for Energy, Operating Reserve Service or
Regulation Service imposed on that Capacity Limited Resource for that hour for its Day -Ahead

Market obligations above its Capacity
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limited upper operating limit shall be equal to the product of: (a) the Day -Ahead price for
Energy, Operating reserve Service and Regulation Service; and (b) the Capacity Limited
Resource’ s Day-Ahead schedule for each of these services minus the amount of these services
that it has an obligation to supply pursuant to its Capacity limited schedule. When a Capacity
Limited Resource’ s Day-Ahead obligation above its Capacity limited upper operating limit is
balanced as described above, any real-time variation from its obligation pursuant to its Capacity
limited schedules shall be settled pursuant to the methodol ogy set forth in the first paragraph of
this subsection B.

For any day in which: (i) an Energy Limited Resource is scheduled to supply
Energy, Operating Reserve Service or Regulation Servicein the Day-Ahead Market; (ii) the sum
of its schedules to provide these services exceeds its bid-in upper operating limit; (iii) the Energy
Limited Resource reguests a reduction for Energy limitation reasons; and (iv) the 1ISO modifies
the Energy Limited Resource's Day-Ahead upper operating limit; the imbalance charge imposed
upon the Energy Limited Resource shall be equal to the sum of its Energy, Operating Reserve
Service and Regulation Service imbalances across al twenty four hours of the Energy day,
multiplied by the Real-Time price for each service in each hour at itslocation. However, if the

total margin received by the Energy
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Limited Resource for the twenty four hour day isless than its Day-Ahead margin than it shall
receive a supplemental payment pursuant to | SO Procedures. An Energy Limited Resource's
total margin is equal to the sum of: (a) the Day-Ahead revenue it receives for supplying Energy,
Operating Reserve Service and Regulation Service, minusits Day-Ahead Bid to supply these
servicesin each hour of the twenty four hour day; plus (b) the real-time revenue it receives for
supplying Energy, Operating Reserve Service and Regulation Service, minusits real-time Bid to
supply these services for each hour of the twenty four hour day. An Energy Limited Resource’s
Day-Ahead margin is equal to the revenue it would have received for providing Energy,
Operating Reserve Service and Regulation Service pursuant to its Day-Ahead schedule, minusits

Bid to provide these services for the same twenty four hour day.

imbalance charge equal to the product of: (a) the Real-Time LBMP calculated for that

hour for the applicable Demand Reduction bus; and (b) the differen ce between the
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4 Demand Reductions
When actual Demand Reduction over an hour from a Demand Reduction Provider that is

also the L SE providing Energy service to theDemand Side Resource(s) that produced the

reduction, other than Demand Reduction supplied by Local Generators, over an houris less than
the Demand Reduction scheduledover for that hour, thae Demand Reduction Provider LSE

shall pay aDemand
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Reduction imbalance charge consisting of the product of: (a) the greater of the Day -Ahead
LBMP or the Real -Time LBMP for that hour;-and (b) the difference between the scheduled
Demand Reduction and the actual Demand Redudion in that hour.

When actual Demand Reduction over an hour from a Demand Reduction Provider that is
not the L SE providing Energy service to the Demand Side Resource(s) that produced the
reduction islessthan the Demand Reduction scheduled over that hour, then (1) the LSE
providing Energy service to the Demand Reduction Provider’s Demand Side Resource(s) shall
pay a Demand Reduction imbal ance charge equal to the product of (a) the Day-Ahead LBMP
calculated for that hour for the applicable Load bus and (b ) the difference between the scheduled
Demand Reduction and the actual Demand Reduction at that busin that hour, and (2) the
Demand Reduction Provider will pay an amount equal to (&) the product of (i) the higher of the
Day-Ahead LBMP or the Real-Time LBM P calculated for that hour for the applicable L oad bus,
and (ii) the difference between the scheduled Demand Reduction and the actual Demand
Reduction at that busin that hour, and (b) minus the amount paid by the L SE providing service
to the Demand Reduction Provider’s Demand Side Resource(s) under (1), above.

D. Settlement When Actual Energy Withdrawals are L ess Than Scheduled

Energy Withdrawals Other Than Actual or Scheduled Withdrawalsin
Virtual Transactions
(1) Genera Rules

When a Customer’s Actual Energy Withdrawals over an RTD interval are lessthan its
Energy withdrawals scheduled Day -Ahead over that RTD interval, the Customer
Issued by: William J. Museler, President Effective:Oetober36:2004July 1, 2003
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shall be paid the product of: (@) the Real-Time LBMP calculated in that RTD intewval for each
applicable Load Zone; and (b) the difference between the scheduled Energy withdrawals and the
Actua Energy Withdrawalsin that Load Zone.

(2) Failed Transactions

If an Energy withdrawal scheduled by RTC at a Proxy Generator Busfailsinthe ISO’'s
checkout process after RTCys, the Supplier or Transmission Customer that was scheduled to
make the injection will pay or be paid the Energy imbalance charge described abovein
subsection D(1). Inaddition, if the checkout failure occurred for reasons within the Supplier’s or
Transmission Customer’s control it will be required to pay the “Financial Impact Charge”
described below. The 1SO’s market monitoring unit will determine whether an injection failed
for reasons within a Supplier’s or Transmisson Customer’s control.

If an Energy withdrawal is determined to have failed for reasons within a Supplier’s or
Transmission Customer’s control, the Financial Impact Charge will equal: (i) the difference
computed by subtracting the actual real-time Energy injection from amount of the import
scheduled by RTC; multiplied by (ii) the greater of the difference computed by subtracting the
RTC pricefrom the RTD pricein the relevant interval, or zero.

If aWheel Through fails for reasons within a Supplier’sor Transmission Customer’s
control, the Financial Impact Charge will equal the sum of the Financial Impact Charge
described in this subsection and the Financial |mpact Charge described abovein subsection C(2).

All Financial Impact Charges collected by the SO shall be used to reduce the charges

assessed under Rate Schedule 1 of this Tariff.

E. Settlement for Customers Scheduled To Purchase Energy in Virtual
Transactionsin Load Zones

The Actual Energy Withdrawal in alLoad Zone by a Customer scheduled Day -Ahead to



purchase Energy in aVirtual Transaction is zero and the Customer shall be paid the product of:
(1) the Real-Time LBMP calculated in that hour for the applicable Load Zone; and (b) the
scheduled Day -Ahead Energy Withdrawal of the Customer for that Hour inthat Load Zone.

F. Settlement When Actual Energy Injections Exceed Scheduled Energy
Injections

When actual Energy injections from a Generator over an RTD interval exceeds the
Energy injections scheduled Day -Ahead over the RTD interval the Supplier shall be paid the

product of: (1) the
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Red-Time LBMP calculated in that RTD interval for the applicable Generator bus and (2) the
difference between the lesser of (i) the Supplier’s actual Energy injection or (ii) its Rea-Time
Scheduled Energy Injection for that RTD interval, plus any Compensable Overgeneration and
the Supplier’s scheduled Energy injection over the RTD interval, unlessthe payment that the
Supplier would receive for such injections would be negative (i.e., unlessthe LBMP calculated
inthat RTD interval at the applicable Generator’ s busis negative) in which case the Supplier
shall be paid the product of: (1) the Real-Time LBMP calculated in that RTD interval for the
applicable Generator bus and (2) the difference between the Supplier’ s actual Energy injection
for that RTD interval and the Supplier’ s scheduled Energy injection over that RTD interval.
Suppliers shall not be compensated for Energy in excess of their Real-Time Scheduled Energy
Injections, except: (i) for Compensable Overgeneration; (ii) when the ISO initiates a Large
Event reserve pick-up or maximum generation directive under RTD-CAM, or (iii) when a
Transmission Owner initiates a reserve pick-up in accordance with a Reliability Rule, including a
Local Reliability Rule (???). When thereisno Large Event reserve pick-up or maximum
generation instruction, or when there is a reserve pick-up but a Supplier is not located in the area
affected by the reserve pick-up, that Supplier shall not be compensated for Energy in excess of
its Red -Time Scheduled Energy Injection plus any Compensable Overgeneration. When thereis

areserve pick-up and a Supplier is
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located in the area affected by the pick-up, and the Supplier was either scheduled to operatein

RTD or subsequently was directed to operate by the 1SO, that Supplier shall be paid based on the
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product of: (1) the Real-Time LBMP calculated in that RTD Interval for the applicable
Generator bus; and (2) the actual Energy injection minus the Energy injection scheduled
Day-Ahead. Generatorswill not be compensated for Energy produced during their start-up
sequence.
45 Paymentsto Suppliers of Regulation Service

Suppliers of Regulation Service shall receive a payment that is calculated, pursuant to
Rate Schedule 3 of this 1SO Services Tariff.

46 Paymentsto Suppliers of Reactive Supply and Voltage Support Service (“ Voltage
Support Service”)

Suppliers of Voltage Support Service shall receive a Voltage Support Service payment in
accordance with the criteriaand formulain Rate Schedule 2.
47 Paymentsto Generatorsfor Operating Reserves

Suppliers of each type of Operating Reserve will receive payments for each MW of
Operating Reserve that they provide, as requested by the | SO, pursuant to Rate Schedule 4.
Payments shall be determined separately for each of the three categories of Operating Reserves:
Spinning Reserve, 10-Minute Non-Synchronized Reserve and 30-Minute Pricesshall be
calculated for three locations, i.e., west of central-east, east of central-east excluding Long
Island, and Long Island, but payments shall only be determined based on pricesin the west and
inthe east. (Note: Language will be changed to reflect RS 4 and/or a definition of “ Central
East”)
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Reserve. reserve

Additionally, providers of Operating Reserves shall receive a payment for Energy when
the 1SO requests Energy under areserve activation. The Energy payment shall be calculated as
the product of: (@) the Energy provided; and (b) the Real-Time Market LBMP.
438 Paymentsto Generatorsfor Black Start Capability

Black Start Capability providers shall receive a payment for Black Start Capability as set

forth in Rate Schedule 5.

» men or S a nd-Minimum anel on-Bid

49 or-Sta and um-G 3
Guarantee and Curtailment Initiation Cost_Payments

Bid Production Cost

The SO shall determine, on adaily basis, if any Resource |SO-Committed Flexible

Generator or Demand Side Resource , that iscommitted by the SO in the Day-Ahead Market,

or any Self-Committed Fixed Generator that voluntarily obtained a Day-Ahead commitment and

schedule from the ISO, will not recover its Minimum Generation Bid, and-Start-Up Bid, and

Energy Bid Price through Day -Ahead LBMP and Day-Ahead Ancillary Services revenues. If
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the sum of the Minimum Generation Bid, and-Start-Up Bid plusand the net Energy Bid Price
over thetwenty -four (24) hour day of such a Supplier exceedsits Day -Ahead LBMP revenue
over thetwenty -four (24) hour day, then that Supplier’s Day-Ahead LBMP revenue may be

augmented by a supplemental Day-Ahead Bid Production Cost guarantee payment. (????)

However, the amount of the shortfall of such a Supplier will be compared to the margin that the
Supplier receives from being scheduled to provide Ancillary Servicesthat it can provide only if
scheduled to operate. The Supplier's Ancillary Service margin is equal to the revenue it would
have received for providing these Ancillary Services prior to any reductions based on afailure to
provide these serviceslessits Bid to provide these services, if any. If, and only to the extent that,
the shortfall exceeds these Ancillary Service margins, the Supplier will receive a payment

pursuant to the provisions of Attachment C to this1SO Services Tariff. Suppliers that were not

committed by the 1SO to operate in agiven Dispatch Day, but which continue to o perate due to
minimum run time Constraints, shall not receive such a supplemental payment.

In addition, the |SO shall: (i) use prices and schedules determined by RTD to calculate

and pay real-time Bid Production Cost guarantee payments to 1SO-Committed Flexible

Generators and Demand Side Resources that are | SO-committed during the entire Dispatch Day

using prices and schedules set by RTD; and (ii) use prices and schedules determined by RTCisto

calculate and pay real-time Bid Production Cost guarantee pay ments to Customers that schedule

Imports. No such payments will be made to Customers that schedule Exports or Wheels-

Through. Self-Committed Flexible and Self-Committed Fixed Resources Generators and

Demand-Side Resources shall not be eligible for these Bid Production Cost guarantee




supplemental payments.

A SupplierGenerator er-Demand—SideResource-that is eligible to receive a Day -Ahead

supplemental Bid Production Cost guaranteepayment but that then self-commits in certain hours,

and thus becomes ineligible for areal -time supplermentBid Production Cost guarantee payment,

shall not be disqualified from receiving the Day-Ahead supptermenteBid Production Cost

gquarantee payment.
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The 1SO shall determine, on adaily basis, if any Demand Reduction committed by the
SO in the Day-Ahead Market will not recover its Curtailment Initiation Cost and its Demand
Reduction Bid price through Day-Ahead LBMP revenues. |f aDemand Reduction Provider's
Curtailment Initiation Cost Bid plusits Demand Reduction Bid Price over the twenty-four (24)

hour day exceedsits Day-Ahead LBMP revenue over the twenty -four (24) hour day, its Day -

Ahead LBMP revenue may be augmented by a supplemental Bid Production Cost guarantee

payment pursuant to the provisions of Attachment C.

The ISO shall determine, on adaily basis, if any Special Case Resource committed by the
1SO will not recover its Minimum Payment Nomination through LBMP revenues. If a Special
Case Resource’s Minimum Payment Nomination over the period of requested peformance, or
four (4) hour period, whichever is greater, exceeds the LBMP revenue received as a Special Case
Resource over that same period, its LBMP revenue may be augmented by a supplemental
payment pursuant to the provisions of Attachment C. When the Interface between the NY CA
and the Control Areain which the Non-Competitive Proxy Generator Bus is located is export
constrained due to limits on Available I nterface Capacity or Ramp Capacity limits for that
Interface in an hour, External Generators and other Suppliers scheduling Imports transactions at
such Non-Competitive Proxy Generator Busin that hour will not be eligible for Real-Time
shortfall payments for those {Transactions.

Each Generator committed by the ISO in the Real -Time Market whose Real-Time LBMP

payments for Energy produced are less than its Minimum Generation and Start-Up Bidsto




Attachment C—The | SO shall recover any supplemental payments to Generatorsthroughthe

Rate Schedule 1 charge under the ISO OATT.
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The 1SO shall recover supplemental payments and Demand Reduction Incentive
Payments to Demand Reduction Providers pursuant to Rate Schedule 1 of its Open Access
Transmission Services Tariff, from al Loads excluding exports and Wheels Through on a zonal

basisin proportion to the benefits received after accounting for, pursuant to | SO Procedures,

Demand Reduction imbalance charges paid by Demand Reduction Providers pursuant to Section

Issued by: William J. Museler, President Effective: February 18, 2003
Issued on: December 20, 2002



New Y ork Independent System Operator, Inc. First Revised Sheet No. 107
FERC Electric Tariff Superseding Original Sheet No. 107
Original Volume No. 2

410 Procurement of Station Power
A Generator may self-supply Station Power in accordance with the following provisions.
@ A Generator may self supply Station Power during any calendar month when
either:
1 Its net output for that month is positive; or
2 Its net output for that month is negative and the Generator, during the
same month, has available at other Generators owned by the same entity that
ownsthe Generator positive net output in an amount at least sufficient to offset
fully such negative net output (hereinafter referred to as “ remote self-supply of
Station Power”). A Generator may not remotely self-supply Station Power from
Generatorsthat are owned by its owner’ s corporate affiliates.
i If an entity owns a portion of ajointly owned Generator it may
remotely self-supply its other Generators up to the amount of its
entitlement to Energy from the jointly -owned Generator provided that:
(A) the entity has the right to call upon that Energy for its own use; and
(B) the Energy entitlement is not characterized as a sale from the jointly

owned Generator to any of itsjoint owners.
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(b) A Generator’s net output for the month may be positive because either:
1 The Generator is physically supplying Energy for its Station Power needs,
using its own facilities, and without using facilities that are owned by any

Transmission Owner; or

2 The Generator’ s Station Power requirements for the month,_including all

point of receipt, are less than the amount of Energy that the Generator injects into

the New Y ork State Power System for the month.
(© The determination of net output under this Section 4.24 shall apply only to
determine whether the Generator self-supplied Station Power during the month and will
not affect the price of Energy sold or consumed by the Generator at any bus during any
hour during the month.
(d)  When aGenerator has positive net output for an interval and is delivering Energy
into the New Y ork State Power System, it will be paid the Real -Time or Day-Ahead
LBMP at its bus, as appropriate, for al of the Energy delivered pursuant to the SO
Services Tariff. Conversely, when a Generator has negative net output for an interval and
is self-supplying Station Power from the New Y ork State Power System under Section
4.24.(a).1 or 4.24.(a).2, it will pay the Real-Time or Day -Ahead LBMP, as appropriate,
for al of the Energy consumed, pursuant to the I SO Services Tariff.
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(e The 1SO will determine the extent to which each affected generator self-supplied
its Station Power requirements or obtained Station Power from third-party providers
(including corporate affiliates) during the month and will incorporate that determination
in its accounting and billing. To the extent that Station Power deliveries from third
parties, including corporate affiliates of a Generator’s owner, involve an unbundled
Transmission Service component, the Generator shall take Transmission Service under
Part IV of the ISO OATT unless the Generator has made other arrangements with the
local Transmission Owner under the Transmission Owner’ sretail access tariff.
® When a Generator self-supplies Station Power during any month according to
Section 4.24.(a).1., above, the Generator will not incur any charges for Transmission
Service. When a Generator remotely self-supplies Station Power according to Section
4.24.(a).2 above, the Generator shall, to the extent that Transmission Serviceisinvolved,
pay for Transmission Service for the quantity of Energy that the Generator remotely self-
supplies. Such Transmission Service shall be provided under Part 11 of the ISO OATT
and shall be charged the hourly rate under Schedule 7 of the ISO OATT for Firm Point-
to-Point Transmission Service, provided however, that the terms and charges under
Schedules 1 through 3, 5, 6, 8 and 9 of the ISO OATT shall not apply to such service.

The amount of Energy that a Generator transmits in conjunction with remote self-supply
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of Station Power will not be affected by any other sales, purchases, or transmission of
Capacity or Energy by or for such Generator under any other provisions of the ISO
OATT or ISO Services Tariff.

(@) A Generator may remotely self-supply Station Power from an External Generator
owned by the same entity that owns the Generator only if the External Generator has
positive net output during the month and if the Generator has scheduled Importsinto the
NY CA from the External Generator during the month in an amount at least sufficient to

offset fully its negative net output for the month.
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