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Rate Schedule 3

Paymentsfor Regulation Service

This Rate Schedule applies to Supplierswhethat provide Regulation Service to the 1SO.

Transmisson Customerswill purchase Regulation Service from the |SO under the ISO OATT.

1.0  Obligationsof thel SO and Suppliers

11 Thel SO shall:

@

(b)

(©

(d)

(€

Establish regdlation-and-frequeney-respenseRegul ation Sarvice criteriaand requirements

in the ISO Procedures to ensure that Generators follow changes in Load congstent with
the Relidbility Rules;

Provide SEBRTD Base Point Sgnds, and AGC Base Point Signals to Generators
providing thisReguldion Service to direct the-Generatersther output;

Egtablish criteriain the |SO Procedures that SupphersGenerators must meet to qudify,
or_re-qudlify, to supply thisRegulation Service;

Egtablish minimum metering requirements and telecommunication cgpability required for
a Generator to be able to respond to AGC Base Point Signals and SEBRTD Base
Point Signd's sent by the ISO;

Select SuppliersGenerators to provide thisRegulation Service in the Day-Ahead Market
and during-the Dispateh-Day-(“Red- Time Markets), as described in Section 2.0 of this

Rate Schedule;
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1.2

® Pay Suppliersfor providing thisRegulation Service as described in Seetienr-4-0Sections

4.0, 5.0, 6,0 and 7.0 of this Rate Schedule: and

(o)) Monitor the-SupphiersGenerators performance to ensure that they provide Regulation

Service asrequired, as described in Section 3.0 of this Rate Schedule.

SupphiersEach Supplier shall:

@ UseOffer only Generators that are:_(i) 1SO-Committed Flexible or Salf-Committed
Flexible; within the dispatchable portion of their operating range, and: (ii) able to
respond to AGC Base Point Signals seat-byfrom the |SO pursuant to the ISO
Procedures,_to provide Regulation Service;

(b) Not use, contract to provide, or otherwise commit the-egpabiityCapability thet is
designatedsdlected by the 1SO to provide Regulation Service to provide Energy or
sprrgOperating reserveReserves to any party other than the 1SO; and

(© Pay dlany charges dueimposed under Sections2(H)-andthis Rate Schedule induding, if
therelevant-chargesthey are re--indtituted-by, the +SO;charges described in Section

4-18.0 of this Rate Schedule:;

1:3(d) Ensurethat dl of its Generators shat{a}———Cemplythat are selected to provide

Regulation Service comply with-SEDB Base Point Sgnasissued by the SO at dl times
pursuant to the | SO Procedures; and
(b)}——Comphy-with thee Ensure that dl of its Generators that are selected to provide

Regulation Service comply with al 1SO Procedures that gpply to providing Regulation



Service,
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2.0  Selection of Suppliersin the Day-Ahead Market and the Real-Time M ar ket-{Bispateh

bay}

@ The 1SO shdl sdlect Suppliers, in the Day-Ahead Market, to provide Regulation
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(b)

(©

Sarvice for each hour in the following Dispatch Day, from those that have Bid to
provide Regulation Service from Generators that meet the qudification standards and
criteriaestablished in Section 1 of this Rate Schedule and in the 1SO Procedures.
Red-Time Market: The 1SO shal establish a Red- Time Market to-provide-an-aternate

sHpphy-for Regulation Service

will establish ared-time Regulation Service {eg-the-Generator-tripped)-or-{H-the

demand-fer-market clearing pricein each interval. During any period when the ISO

suspends Generators obligation to follow the AGC Base Point Signals sent to

Regulation Service ir

Supplierstaproviders, pursuant to Section 9.0 of this Rate Schedule, the Redl-Time

clearing price for Regulation Service shall automaticaly be set at zero, which an

igtssha| be the price used for red-time

balancing and settlement purposes. The SO shall select Suppliers for Regulation
Service from those that have Bid to provide Regulation Service from Generators that
mest the qualification standards and criteria established in the 1SO Procedures.

The SO shdl establish separate Availabitity-market clearing prices for Regulation

Servicein the Day-Ahead Market and_the Real- Time Market_under Sections 4.0, 5.0




and 7.0 of this Rate Schedule._ The 1SO shall dso compute Regulation Revenue
Adjustiment Payments and Regulation Revenue Adjusiment Charges under Section 6.0

of this Rate Schedule,
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{)2.1 Bidding Process:

(HHARy-gudlifieda) A Supplier may submit aBid in the Day- Ahead Market or the Real-

Time Market to provide thisRegulation Service from dligible Generators, provided,
however, that Bids submitted by Suppliers that are attempting to re-qudify to provide
Regulation Service_after being disqualified pursuant to Section 3.0 of this Rate

Schedule 3, may be limited by the 1SO pursuant to 1SO preecedures; Procedures.

(ib)  Bidsregected by the ISO may be modified and
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resubmitted by the Supplier to the 1SO in accordance with the terms of the SO Tariff;

(ec)  EachBid shdl contain the following information: (i) the Generater-capabititymaximum
amount of Capability (in MW) that the SupphierwillGenerator iswilling to provide for
Regulation Service; (i) the Generator's regulation response rate (in MW/Minute) which
must be sufficient to permit that Generator to provide the offered amount of Regulation
Sarvicewithin an SEBRTD interval-ef-nerma-ength-(hitialhy,-SCB-Htervals will
nermaly_and which shdl be five(5)-mindtestong)the same as the response rate
specified in the Energy Bid for that Generetor; (iii) the Supplier's Avalability Bid Price

(in$¥MW); and (iv) the physica location and name or designation of the Generator.
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3.0  Monitoring Supphiers-and-GeneratersRegulation Service Performance and
Performance Related Payment Adjustments

€) The SO shall establish (i) Generator performance measurement criteria; (i) procedures
to disquaify Suppliers ushgwhose Generators that-consigently fall to meet suehthose
criteria; and (iii) procedures to re-quaify disqudified Suppliers, which may indlude a

requirement to first demonsirate acceptable performance for atime.
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(b) The 1SO shdl establish and implement a Performance Tracking System to monitor the
performance of Generators that provide Regulation Service. The 1SO shdl develop
performance indices, which may vary with Control Performance, as part of the 1SO

Procedures. The Performance Tracking System shal compute the difference between

the Energy
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actudly supplied and the Energy scheduled by the 1SO for al Generators serving Load

within the NY CA as st forth in the | SO Procedures. The SO shall use these values to

compute-Settlementsreduce Regulation Service payments pursuant to Section 5.4 of this

Rate Schedule.

(©

Suppliersthat consstently fail to perform adequately may be disqudified by the ISO,

pursuant to SO Procedures.

40  PaymentstoSuppliersof Regulation-Services

@Requlation Service Settlements— Day-Ahead Market

4.1  Calculation of Day-Ahead Market Clearing Prices

The SO shdl pay-Supphiersoi-thiscaculate a Day-Ahead Market clearing price for Regulation
Service (H-an-Availabiity-payment(for-reserving-capabiity_each hour of the following day. The Day-
Ahead Market clearing price for each hour shal equal the Day-Ahead Shadow Price of the ISO’s
Regulation Service condraint for that hour, which shal be established under the ISO Procedures. Day-
Ahead Shadow Prices will be calculated by the ISO's SCUC. Each hourly Day-Ahead Shadow Price
shdll equd the margina cost of scheduling Generators to provide Regulation Service),_in that hour. 1t



will indude the Regulaion Service Avallability Bid and {)-adost opportunity codt of the margina
Generator, and any impact on the Bid Production Cost of procuring Energy payrentor Operating

Reserves that would result from procuring an increment of Regulation Service, as cdculated during the

fifth SCUC pass described below-

Attachment B to this |SO Services Tariff, and Section  of Attachment Jto the ISO

OATT. Shadow Prices shall also take account of the Regulation Service Demand

Curves described in Section 7.0 of this Rate Schedule, which Regulation-Serviee-will

ensure that Regulation Service is previded-s-equa-te-the following:

AvattabHity-Payment=—MGCP o X R Ky

‘ssuednot scheduled by: SCUC at a codt greater than the Demand Curve indicates should be paid.
William-J-MuselerPresident — Effective——— July 25,2001



Y0 , tor—Hae.Fi . Each Supplier that is scheduled
Day-Ahead to provide Regulation Service shdl be paid the Day-Ahead Market clearing pricein esch
hour, multiplied by the amount of Regulation Service that it is scheduled to provide in that hour.

4.2  Other Day-Ahead Payments

Asis provided in Article 4 and Attachment C of the Services Tariff, the 1SO shall compensate
each | SO-Committed FHexible Generator_that provides Regulaion Service if its Bid Production Cogt to
provide the Energy and Ancillary Servicesit is scheduled to supply in the Day-Ahead Market, including
Start-up costs, minimum Load codts, and Availability Bids, exceeds the revenuesiit receives from the
sdeof Energy and Ancillary Services,

No—276A
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—3 payments shall be made to any Supplier providing Regulation Service in excess of the amount
of Regulation Service scheduled by the ISO in the Day-Ahead Market, except to the extent that a

Supplier is directed to provide the excess amount by the |SO.
5.0 Regulation Service Settlements— Real-Time M arket

5.1 Calculation of Real-Time Market Clearing Prices

The SO shdll calculate a Red- Time Market clearing price for Regulation Servicefor_every
RTD interva, except as noted in Section 9.0 of this Rate Schedule. Except when the circumstances
described below in Section 5.1A apply. the Real-Time Market clearing price for each interval shall
egual the red-time Shadow Price for the ISO’'s Regulation Service condraint for that RTD interval,
which shall be established under the ISO Procedures. Redl-time Shadow Prices will be calculated by
the ISO's RTD. Each red-time Shadow Price shal equal the margina cost of scheduling Generators to
provide Regulaion Service in that interval. 1t will include the Regulation Service Availability Bid and logt
opportunity cost of the marginal Generator, and any impact on the Bid Production Cost of procuring
Energy or Operating Reserves that would result from procuring an increment of Regulation Service, as

caculated during the third Redl-Time Digpatch pass described in Section _of Attachment B to this



SO Sarvices Tariff, and Section  of Attachment Jto the ISO OATT. Shadow Prices shdll dso take

—_— e e e e = = = = =
account of the Regulation Service Demand Curves described in Section 7.0 of this Rete Schedule,

which will ensure that Regulation Serviceis not scheduled by RTC & a cost grester than the Demand

Curve indicates should be paid.

5.1JA Calculation of Real-Time Market Clearing Prices for Operating Reserves
During EDRP/SCR Activations

During any interva in which the ISO is using scardity pricing rule“A” or “B” to caculae

LBMPs under Section |.A.2.a0or 2.b of Attachment B to this SO Services Tariff, and Section of

Attachment Jto the ISO OATT, the real-time Regulaion Service market dearing price shall be

recdculated by considering the Avallability Bids and lost opportunity costs of Generators scheduled to

provide Regulaion Servicein red-time.

Spedificaly, when either scarcity pricing ruleis applicable, the red-time Regulaion Service

of any Regulation Service provider scheduled by RTD; and (ii) the market clearing price calculated

under Section 5.1 of this Rate Schedule.

5.2 Real-Time Regulation Service Balancing Payments

Any devidion from a Generator’ s Day-Ahead schedule to provide Regulation Service shl be
settled pursuant to the following rules
(@  When the Generator's red-time Regulation Service schedule is less than its Day-Ahead
Regulation Service schedule, the Generator shall pay a charge for the imbalance equal
to the product of: (i) the Redl- Time Market dearing price for Regulation Service: and
(i) the difference between the Generator's Day-Ahead Regulation Service schedule
and its redl-time Regulation Service schedule (subject to possible adjustments pursuant



to Section 5.4 of this Rate Schedule.)

(b)  When the Generator's real-time Regulation Service schedule is gregter than its Day-
Ahead Regulation Service schedule, the ISO shall pay the Generator an amount to
compensate it for the imbalance equa to the product of: (i) the Red-Time market
clearing price for Regulation Service; and (ii) the difference between the Generator’s
Day-Ahead Regulation Service schedule and its redl-time Regulation Service schedule

(subject to possible adjustments pursuant to Section 5.4 of this Rate Schedule.)

5.3 Other Real-Time Regulation Service Payments

Asis provided in Article 4 and Attachment C of the Services Taiff, the SO shall compensate
each 1SO-Committed Flexible Generator that provides Regulation Service if its Bid Production Cost to

provide the Energy and Ancillary Servicesit is scheduled to supply in the Redl-Time Market, including

start-up costs, minimum Load cods, and Avallahility Bids, exceeds the revenuesiit receives from the

sde of Energy and Andillary Services

No payments shal be made to any Generator providing Regulation Service in excess of the
amount of Regulation Service scheduled by the ISO in the Redl-Time Market, except to the extent that
a Generator is directed to provide the excess amount by the |SO.

Finally, whenever a Generator's real-time Regulation Service schedule is reduced by the |ISO to
aleve |lower than its Day-Ahead schedule for that product, the Generator's Day-Ahead Margin shdl be
protected after accounting for any margin associated with other products that the Generator is
scheduled to providein red-time. The rules governing the calculation of these Day-Ahead Margin

Assurance Payments are st forth in Attachment Jto this 1SO Services Tariff.

54 Performance-Based Adjustments to Regulation Service Payments

The total amount paid to Generators for providing Regulation Service shal be reduced to reflect



the Generator' s performance pursuant to the following formula:

Total Payment = (DAMCP, o, X DAR) + ((RTRo X Kp) - DAR) X RTMCP,o)

Where:

Total Payment = (Total Payment; *(s/3600))

MCR.,DAMCP, isthe gpplicable-regulation market clearing price for
regulationRegul ation eapabiitySarvice (in MW), in either-the Day- Ahead er-Real-Frme Market;
as-appropriate; as established by the 1SO_pursuant to Section 4.1 of this Rate Schedule; and
Reep

DAR, is the regdlation-capabitityRegul ation Service Capability (in MW) offered by the
SupplierGenerator and selected by the SO fer-eitherin the Day-Ahead Market:

RTMCP,o isthe applicable market dearing price for Regulation Service (in MW), in

the Bay-Ahead-or-Real- Time Market as established by the ISO under Section 5.1 of this Rete

Schedule;

. 1Isthe Regulation Service ility (in MW) offered by the Generator and

selected by the ISO in the Redl- Time Market;

5 isthe number of secondsin interval i; and-&:

Kp, isafactor, with avaue between 0.0 and 1.0 inclusive, derived from each
SupphierGenerator’ s Regulation Service performance, as measured by the performance indices
st forth in the |SO Procedures-4,-+s-eefi Hhg. and determined pursuant to the following

equiation:

KKp, = Pl- PSF
1- PSF



Where:

M isthe wAitGenerator’ s performance index; and

PSF is the payment scaling factor, established pursuant to 1SO preceduresProcedures.
The PSF shdl be set between 0 and the minimum performance index required for payment of

Availability payments. The PSF is established to reflect the extent of 1SO compliance with the

standards
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Sched-3established by NERC, NPCC or Good Utility Practice for Control Performance and System
Security. The PSFissetinitidly at zero. Should the 1SO’'s compliance with these measures deteriorate,
in amanner that can be improved if regulation performance improves, the PSF will be increased.
Generators providing Regulation previdersService will be required to increase their performance index

to obtain the same avaitabilitytotal Regulation Service payment as they received during periods of good
SO performance, as measured by these standards.
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4-0a Persistent-Undergenerationby-Suppliers-NetEner gy Settlement Rulesfor
Generators Providing Regulation Service

6.1 Energy Settlements

For any interva in which a Generator that is providing Regulation Service receives an AGC

Base Point Signdl that is different than its RTD Base Point Signdl, the Generator shdll receive a
Settlement payment for Energy consistent with aredl-time Energy injection equd to the lower of its
actual generation or its AGC Base Point Signdl.

6.2 Additional Payments/Charges When AGC Base Point Signals Exceed RTD
Base Point Signals

An-Off-Dispateh-SupphierFor any interva in which a Generator thet is-ret providing Regulation

Econemic-Operating-Point-receives an AGC Base Point Sgnd that is higher than its RTD Base Point

Sgnd it shdll receive or pay a persistent-undergeneration-charge-toRegulaion Revenue Adjusment



Payment (“RRAP’) or Regulation Revenue Adjusment Charge (“RRAC”) calculated under the terms of

this subsection. If the +SO-unlessits-operationtswithinEnergy Bid Price of such a teleranee-described

sGenerator is higher than the

LBMP &t itslocetion in that interval, the Generator shall recelve a RRAP. Conversdly, for any interval

in which such a Generator's Energy Bid Price is lower than the LBMP &t itslocation at thet interva, the

Gengrator shdl be ealedlated-asfollowsassessed a RRAC. RRAPs and RRACs shdll be calculated

max(RTD BasePointSignal min(AGC BasePointSignal Actual))

using the fallowing formula: Payment/Charge = dBid - LBIVIP]

RTD BasePaintSignal













If the result of the calculation is postive then the Generator shall receive aRRAP. If itis

negative then the Generator shall be subject to aRRAC. For pur of this ing this formul

whenever the Generator’s actual Bid exceeds the applicable LBMP the “Bid” term shall be set at alevel

ual to the lesser of the Generator’s actua Bid or its reference Bid plus $100/MWh.

6.3 Additional Charges/Payments When AGC Base Point Signals Are L ower than RTD
Base Point Signals

For any interval in which a Generator thét is providing Regulation Service receives an AGC

Base Point Signdl that islower than its RTD Base Point Signdl, it shall receive or pay aRRAP or RRAC
calculated under the terms of this subsection. |f the Energy Bid Price of such a Generator is higher than

the LBMP the Generator shall be assessed a RRAC. Conversdly, for any interval in which such a

Generator’s Energy Bid Priceislower than the LBMP the Generator shal receive aRRAP. RRAPs

and RRACs shall be calculated using the following formula

RTD BasePointSigna
Payment/ Charge = ¢ [Bid - LBVP]

min(RTD BasePointSignal max(AGC BasePointSignal ,Actual))

If the result of the calculation is positive then the Generator shall receive aRRAP. If itis
negative then the Generator shall be subject to a RRAC. For purposes of this formula, whenever the
Generator’s actud Bid is lower than the gpplicable LBMP the “Bid” term shall be set &t alevel equd to
the higher of the Generator's actua Bid or its reference Bid_minus $100.

7.0 Regulation Service Demand Curve
The SO shall edablish a Regulation Service Demand Curve that will apply to both the Day-



Ahead and redl-time Regulation Service markets. The market clearing prices for Regulation Service
calculated pursuant to Sections 4.1 and 5.1 of this Rate Schedule shall take account of the demand
curve established in this Section so that Regulation Service is not purchased at a cost higher than the
demand curve indicates should be paid in the relevant market.

The SO shall esablish atarget level of Regulation Service for each hour, which will be the

number of MW of Regulation Service that the | SO would seek to maintain in that hour if cost were not

acondderation. The 1SO will then define a Regulation Service demand curve for that hour asfollows

For guantities of Regulation Services that areless than or equd to the target level of Regulation

Sarvice minus 25 MW, the price on the Regulation Service demand curve shdl be MW.

For guantities of Regulation Service that are less than or equd to the target level of Regulation

Service but that exceed the target level of Regulation Service minus 25 MW, the price on the Regulation

Service demand curve shall be $250/MW.
For al other quantities, the price on the Regulation Service demand curve shall be $O/MW.

However, the 1SO shal not schedule more Regulation Service than the target level for the requirement

for that hour.

In order to respond to operational or religbility problems that arisein red-time, the |ISO may

procure Regulation Service a aquantity and/or price point different than those specified above. The
SO shdll post a notice of any such purchase as soon as reasonably possible and shall report on the
reasons for such purchases at the next mesting of its Business Issues Committee. The1SO shall aso
investigate whether it is necessary to modify the quantity and price points specified above to avoid future
operationa or religbility problems. The 1SO will consult with its independent market advisor when it
conducts this investigetion.

If the SO determinesthat it is necessary to modify the quantity and/or price points specified



abovein order to avoid future operationa or reliability problems it may temporarily modify them for a
period of up to ninety days. If circumstances reasonably alow, the ISO will consult with its independent
market advisor, the Business Issues Committee, the Commission, and the PSC before implementing any
such modification. In dl circumstances, the 1SO will consult with those entities as soon as reasonably

possible after implementing atemporary modificetion.

A periodicind ent review of the Regulation Service Demand Curve will be performed in

accordance with the SO Procedures to determine whether its parameters should be adjusted.

4-18.0 Reingtating Performance Charges
The 1SO will monitor, on ared-time hourly or daily basis, as appropriate, its compliance with
the standards established by NERC and NPCC and with the standards of Good Utility Practice for

Control Performance, A

Perfermaneearea control error, disturbance control standards, reserve pickup performance and

Systemsystem Seeudritysecurity. Should it appear to the 1SO that degradation in performance threstens

compliance with one or more of the established standards for these criteria or compromises reliability,
and that reingtating the performance charges that were origindly part of the 1ISO’'s market design, would
assg in improving compliance with established standards for these criteria, or would assst inre-
establishing rdiability, the ISO may require Suppliers of Regulation Service, as wdl as Suppliers not
providing Regulation Service, to pay a performance charge. Any reingatement of Regulation pendties
pursuant to this Section shdl not override previous Commisson-gpproved settlement agreements that
exempt a particular unit from such pendties. The ISO shall provide notice of its decison to reindtate
performance charges to the Commission, to each Customer and to the Operating Committee and the

Business Issues Committee no less than seven days before it re-indtitutes the performance charges.






If the 1SO determines that performance charges are necessary, Suppliers of Regulation Service

shdl pay a performance charge per interva to the SO as follows:
Performance Charge = Energy Deviation X M CP,¢ X (Length of SEB-Interval/60

minutes)

Where:
where- Energy Deviation (in MW) is the absolute difference between the actud Energy supplied by the
Supplier and the Energy required by the AGC Base Point Signds, whether positive or negative,
averaged over each SEBRTD interva; and

M CP.g is the Market-Clearing-Pricemarket clearing price (¥MW) which gppliesto the

SCEBRITD interva for this Service in the Redl- Time Market or the Day-Ahead Market, if re-Real-Firre

Market-apphiesappropriate.

The method used by the 1SO to calculate the Energy Deviation will permit Suppliersa



Sched-3
certain period of time to respond to AGC Base Point Sgnds. [nitidly thistime period will be thirty (30)

seconds, dthough the ISO will have the authority to changeitslength. If the Supplier's output at any
point in time is between the largest and the smallest of the AGC Base Points sent to that Supplier within
the preceding thirty (30) seconds (or such other time period length as the SO may define), the
Supplier's Energy Deviation a that point in time will be zero. Otherwise, the Supplier may have a
postive Energy Deviation. However, in casesin which responding to the AGC Base Point within that
time period would require a Supplier to change output at a rate exceeding the amount of Regulation it
has been scheduled to provide, the Supplier will have azero Energy Deviation if it changes output at the

rate equd to the amount of Regulation it is scheduled to provide.
9.0 Temporary Suspension of Regulation Service Markets During Reserve Pickups
During any period in which the 1SO has activated RTD-CAM software and has called for a

“large event” or “small event” reserve or maximum generation pickup, as described in Article 4.4.4(A)

of this ISO Services Tariff, the 1SO will suspend Generators obligation to follow the AGC Base Point

Signds sent to Requlation Service providers and will su the red-time Regulation Service market.

The SO will not procure any Regulation Service and will establish ared-time Regulation Service

market clearing price of zero for seitlement and balancing purposes. The 1SO will resume sending AGC




Base Point Signals and restore the red-time Regulation Service market as soon as possible after the end

of the reserve or maximum generation pickup.



Rate Schedule “ 3-A”

Charges Applicable to Suppliers That Are Not Providing Regulation Service
1.0 Persistent Undergeneration Charges
A Supplier thet is not providing Regulation Service and that persistently operates at alevel
below its schedule shall pay a persisient undergeneration charge to the I SO, unless its operation is within
atolerance described below. Persistent undergeneration charges per interval shall be calculated as

follows

Persgtent undergeneration charge = Energy Difference x MCP,; x Length of Interval/60

Energy Difference in (MW) is determined by subtracting the actual Energy provided by the
Supplier from its RTD Base Point Signd for the digpatch interval. The Energy Difference shall be st at
zero for any Energy Difference that is otherwise negative or that falls within a tolerance, set pursuant to
| SO Procedures, and which shall contain a steady-state and a dynamic component. The steady-state
component shal initidly be 3% of the Supplier's Norma Upper Operating Limit or Emergency Upper
Operating Limit, as applicable, and the dynamic component shall be atime condant thet shall initidly be

st at fifteen minutes;, and

M CP, is the market clearing price (¥MW) which applies to the dispaich interva for which

Regulaion Service in the Red- Time Market, or, if applicable, the Day-Ahead Market.

2.0 Restoration of Performance Charges

undergeneration charges described in Section 1.0 above shall be suspended in the event that the ISO



re-indtitutes Regulation performance charges pursuant to Section 8.0 of Rate Schedule 3 of this Services
Taiff. If the SO re-inditutes performance charges then Suppliers that sdl Energy through the LBMP

Markets or that supply Bilateral Transactions that serve Load in the NY CA, but that do not provide

Regulation Service, shal pay a performance charge per interval to the ISO as
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Performance Charge = Energy Difference x MCP.o X Length of SEB-Interva/60 minutes
Where:
where-Energy Difference (in MW) is the absolute difference between the actud Energy
supplied by the Supplier and the Energy reguiredit is directed to produce by theits SEBRTD Base Point
Sgnds, whether poditive or negetive, averaged over each SEBRTD intervel; and

M CP.g is the Market-Clearing-Pricemarket dlearing price (¥MW) which



Sehed—3applies to the SEB-interva for which Regulation Service was provided in the Red-Time
Market, or_if appropriate, the Day-Ahead Market--re-Rea-Fime-Market-gpphies.

In casesin which the Energy Difference that would be cd culated using the procedure described

aboveislessthan the tolerance set forth in the | SO Procedures, the 1SO shdl set the Energy Difference

for that SGb-intervd equd to zero.
3.0  Exemptions

Thefollowing types of Generator shal not be subject to persistent undergeneration charges, or,

if they are restored by the 1SO, to performance charges.

0]

(ii)

Generators providing Energy under contracts (including PURPA contracts), executed
and effective on or before November 18, 1999, in which the power purchaser does not
control the operation of the supply source but would be responsible for payment of the
persisient undergeneration or performance charge;

Existing topping turbine Generators and extraction turbine Generators producing_electric
Energy resulting from the supply of steam to the didtrict steam system in operation on or
before November 18, 1999 and/or topping or extraction turbine Generators utilized in
replacing or repowering exigting 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;

Exiding intermittent (i.e., non-schedulable) renewable resource Generators within the
NY CA in operation on or before November 18, 1999, plus up to an additiona 500

MW of such Generators; and



Sched. 3
(iv) Capacity Limited Resources and Energy Limited Resources to the extent that their red-

time Energy injections are equa to or greater than their bid-in upper operating limits but
are less than their Red-Time Scheduled Energy Injections.
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