234 Mitigation Measures
23.4.1 Purpose and Terms

If conduct is detected that meets the criteria specified in Section 23.3, the appropriate
mitigation measure described in this Section shall be applied by the ISO. The conduct specified
in Sections 23.3.1.1 to 23.3.1.3 shall be remedied by (1) the prospective application of a default
bid measure, or (2) the application of a default bid to correct guarantee payments, as further
described in Section 23.4.2.2.4, below, or (3) the application of the sanction described in Section
23.4.3 of these Mitigation Measures if (x) a Withdrawal-Eligible Generator located outside the
Constrained Area engages in conduct that violates Section 23.3.1.2.1.1.2(a) of these Mitigation
Measures that has an LBMP impact that exceeds the applicable threshold, or (y) a Withdrawal-
Eligible Generator engages in conduct that violates Sections 23.3.1.2.1.1.2(b) or 23.3.1.2.2.6(b)
of these Mitigation Measures that has an LBMP impact that exceeds the applicable threshold in
the Day-Ahead Market. If a Market Party or its Affiliates engage in physical withholding by

providing the ISO false information regarding the derating or outage of an Electric Facility or

engage in uneconomic production or does not operate a Generator in conformance with ISO
dispatch instructions such that the prospective application of a default bid is not feasible, or if

otherwise appropriate to deter either physical or economic withholding or uneconomic

production, the ISO shall apply the sanction described in Section 23.4.3.
Terms with initial capitalization not defined in Section 23.4 shall have the meaning set

forth in the Open Access Transmission Tariff.



23.4.2 Default Bid
23.4.2.1 Purpose

A default bid shall be designed to cause a Market Party to Bid as if it faced workable
competition during a period when (i) the Market Party does not face workable competition, and
(b) has responded to such condition by engaging in the physical or economic withholding of an
Electric Facility. In designing and implementing default bids, the ISO shall seek to avoid

causing an Electric Facility to Bid below its marginal cost.

23.4.2.2 Implementation

23.4.2.2.1 If the criteria contained in Section 23.3 are met, the ISO may substitute a
default bid or bid parameter for a Bid or bid parameter submitted for an Electric
Facility, or require the Market Party to use the default bid or bid parameter in the
Bids it submits for an Electric Facility. The default bid or bid parameter shall
establish a maximum or minimum value for one or more components of the
submitted Bid or Bid parameters, equal to a reference level for that component
determined as specified in Section 23.3.1.4.

23.4.2.2.1.1 If the substitution of a default bid or bid parameter(s) for any portion of
the Incremental Energy Bid curve submitted for an Energy Storage Resource
would result in a mitigated energy curve that is not consistent with the Energy
Storage Resource’s Roundtrip Efficiency, then the default bid or bid parameter(s)
to inject Energy will be adjusted to the minimum extent necessary to ensure the
difference between bids to withdraw Energy and bids to inject Energy incorporate

the Energy Storage Resource’s Roundtrip Efficiency.



234222 An Electric Facility subject to a default bid shall be paid the LBMP or
other market clearing price applicable to the output from the facility.
Accordingly, a default bid shall not limit the price that a facility may receive
unless the default bid determines the LBMP or other market clearing price
applicable to that facility.

23.42.2.3 If an Electric Facility is mitigated using the automated mitigation
procedures described in Section 23.3.2.2.3 of these mitigation measures to a
default bid for an Incremental Energy Bid other than a default bid determined as
specified in Section 23.3.1.4, the Electric Facility shall receive an additional
payment for each interval in which such mitigation occurs equal to the product of:
(1) the amount of Energy in that interval scheduled or dispatched to which the
incorrect default bid was applied; (ii) the difference between (a) the lesser of the
applicable unmitigated bid and a default bid determined in accordance with
Section 23.3.1.4, and (b) the applicable LBMP or other relevant market price in
each such interval, if (a) greater than (b), or zero otherwise; and (iii) the length of
that interval.

If an Electric Facility is mitigated to a default bid for a Start-Up Bid or a
Minimum Generation Bid other than a default bid determined as specified in
Section 23.3.1.4 of these Mitigation Measures, or if an Electric Facility is
mitigated to a default bid for an Incremental Energy Bid other than a default bid
determined as specified in Section 23.3.1.4 of these Mitigation Measures based on
mitigation procedures other than the automated mitigation procedures described

in Section 23.3.2.2.3 of these Mitigation Measures, then the ISO shall determine



if the Bids would have failed the relevant conduct test(s) if correctly determined
default bids had been used. The ISO shall then restore any original (as-submitted)
Bid(s) that would not have failed the relevant conduct test(s) if correctly
determined default bids had been used, and use the restored Bid(s) to determine a
settlement. Otherwise, the ISO shall use the Generator’s correct or corrected
default bid(s) to determine a settlement.

234224 Except as may be specifically authorized by the Commission:

23.4.2.2.4.1 The ISO shall not use a default bid to determine revised market clearing
prices for periods prior to the imposition of the default bid.

23.4.2.2.4.2  The ISO shall only be permitted to apply default bids to determine revised
real-time guarantee payments to a Market Party in accordance with the provisions
of Section 23.3.3.3 of these Mitigation Measures.

23.42.2.5 Automated implementation of default bid mitigation measures shall be
subject to the following requirements.

23.4.2.2.5.1 Automated mitigation measures shall not be applied if the price effects of
the measures would cause the average day-ahead energy price in the mitigated
locations or zones to rise over the entire day.

23.4.2.2.5.2 Automated mitigation measures as specified in Section 23.3.2.2.3 shall be
applied to Minimum Generation Bids and start-up costs Bids meeting the
applicable conduct and impact tests. When mitigation of Minimum Generation
Bids is warranted, mitigation shall be imposed from the first hour in which the
impact test is met to the last hour in which the impact test is met, or for the

duration of the mitigated Generator’s minimum run time, whichever is longer.



23.4.3

23.4.2.2.5.3 The posting of the Day-Ahead schedule may be delayed if necessary for
the completion of automated mitigation procedures.

23.4.2.2.5.4 Bids not mitigated under automated procedures shall remain subject to
mitigation by other procedures specified herein as may be appropriate.

23.4.2.2.5.5 The role of automated mitigation measures in the determination of Day-
Ahead market clearing prices is described in Section 17.1.3 of Attachment B of
the ISO Services Tariff.

23.4.2.2.6 A Real-Time automated mitigation measure shall remain in effect for the
duration of any hour in which there is an RTC interval for which such mitigation
is deemed warranted.

23.4.2.2.7 A default bid shall not be imposed on a Generator that is not in the New
York Control Area and that is electrically interconnected with another Control

Area.

Sanctions
23.4.3.1 Types of Sanctions

The ISO may impose financial penalties on a Market Party in amounts determined as

specified below.

23.4.3.2 Imposition

The ISO shall impose financial penalties as provided in this Section 23.4.3, if the ISO

determines in accordance with the thresholds and other standards specified in this Attachment H

that: (i) a Market Party has engaged in physical withholding, including providing the ISO false

information regarding the derating or outage of an Electric Facility; or (i1) a Market Party or its

Affiliates have engaged in uneconomic production; or (iii) a Market Party or its Affiliates have



failed to follow the ISOs dispatch instructions in real-time, resulting in a different output level
than would have been expected had the Market Party’s or the Affiliate’s generation followed the
ISO’s dispatch instructions, and such conduct has caused a material increase in one or more
prices or guarantee payments in an ISO Administered Market; or (ivit) a Market Party has made
unjustifiable changes to one or more operating parameters of a Generator that reduce its ability to
provide Energy or Ancillary Services; or (iv) a Load Serving Entity has been subjected to a
Penalty Level payment in accordance with Section 23.4.4 below; or (vi) a Market Party has
submitted inaccurate fuel type or fuel price or opportunity cost information that is used by the
ISO in the development of a Resource’s reference level, where the inaccurate reference level that
is developed, in turn, directly or indirectly impacts guarantee payments or market clearing prices
paid to the Market Party; or (vii) a Market Party has submitted inaccurate information other than
fuel type or fuel price information that is used by the ISO in the development of a Resource’s
reference level, where the inaccurate reference level that is developed, in turn, directly or
indirectly impacts guarantee payments or market clearing prices paid to the Market Party; or
(viil) the opportunity to submit Incremental Energy Bids into the real-time market that exceed
Incremental Energy Bids made in the Day-Ahead Market or mitigated Day-Ahead Incremental
Energy Bids where appropriate, has been revoked for a Market Party’s Generator pursuant to
Sections 23.4.7.2 and 23.4.7.3 of these Mitigation Measures; or (ixwviit) a Market Party has
engaged in economic withholding in the Day-Ahead Market by submitting Incremental Energy
Bids that violate the conduct thresholds specified in Sections 23.3.1.2.1.1.2(b) or 23.3.1.2.2.6(b)
of these Mitigation Measures and cause an LBMP impact that exceeds the applicable threshold;
or (ix) a Market Party has engaged in economic withholding of a Withdrawal-Eligible Generator

located outside the Constrained Area by submitting Incremental Energy Bids that violate the



conduct threshold specified in Section 23.3.1.2.1.1.2(a) of these Mitigation Measures and cause

an LBMP impact that exceeds the applicable threshold.

23.4.3.3 Base Penalty Amount

23.4.3.3.1 Except for financial penalties determined pursuant to Sections 23.4.3.3.2,
23.4.3.3.3, and 23.4.3.3.4 below, financial penalties shall be determined by the
product of the Base Penalty Amount, as specified below, times the appropriate
multiplier specified in Section 23.4.3.4:
MW meeting the standards for mitigation during Mitigated Hours * Penalty
market-clearing price.

23.4.3.3.1.1 For purposes of determining a Base Penalty Amount, the term “Mitigated
Hours” shall mean: (i) for a Day-Ahead Market, the hours in which MW were
withheld; (ii) for a Real-Time Market, the hours in the calendar day in which MW
were withheld; and (iii) for load Bids, the hours giving rise to Penalty Level
payments.

23.4.3.3.1.1.1 For purposes of determining a Base Penalty Amount for economic
withholding related to Bids that the ISO evaluates as a price spread for purposes
of scheduling and dispatch, the term “Mitigated Hours” shall instead mean:

(1) for the Day-Ahead Market, for Withdrawal-Eligible Generators located
outside the Constrained Area, all hours of the day in which an LBMP impact is
determined after the NYISO replaces all Incremental Energy Bids that violate the
conduct thresholds specified in Sections 23.3.1.2.1.1.2(a) or 23.3.1.2.1.1.2(b) of

these Mitigation Measures with reference levels; or



(ii) for the Day-Ahead Market, for Withdrawal-Eligible Generators
located in the Constrained Area, all hours of the day in which an LBMP impact is
determined after the NYISO replaces all Incremental Energy Bids that violate the
conduct thresholds specified in Section 23.3.1.2.2.6(b) of these Mitigation
Measures with reference levels; or

(ii1) for the Real-Time Market, for Withdrawal-Eligible Generators located
outside the Constrained Area, all hours of the day in which an LBMP impact is
determined after the NYISO replaces all Incremental Energy Bids that violate the
conduct thresholds specified in Sections 23.3.1.2.1.1.2(a) of these Mitigation
Measures with reference levels.

In each of the above cases, the “MW meeting the standards for mitigation
during Mitigated Hours” shall be all scheduled MW.

23.4.3.3.1.2  For purposes of determining a Base Penalty Amount, the term “Penalty
market-clearing price” shall mean: (i) for a withholding seller, the LBMP or other
market-clearing price at the generator bus of the withheld resource (or in the
relevant Load Zone, if a clearing price is not calculated at the generator bus); and
(i1) for a Load Serving Entity, its zonal LBMP.

23.4.3.3.1.2.1 For purposes of determining a Base Penalty Amount for economic
withholding related to Bids that the ISO evaluates as a price spread for purposes
of scheduling and dispatch, the “Penalty market-clearing price” shall instead
mean the difference between the market clearing price that was set and the market
clearing price would instead be determined if reference levels are substituted for

conduct-failing Incremental Energy Bids.



23.4.3.3.2 Uneconomic Production and Failure to Follow ISO Dispatch
Instructions

23.4.3.3.2.1 The financial penalty for uneconomic production conduct that violates the

thresholds set forth in 23.3.1.3.1.1 of these Mitigation Measures and is determined

to have had impact in accordance with Section 23.3.2.1 of these Mitigation

Measures, shall be:

(1) One and a half times the product of (a) the absolute value of the

Congestion Component of the Day-Ahead LBMP or Real-Time LBMP and

(b) the MW meeting the standards for mitigation during the Mitigated Hour(s); or

(i1) One and a half times the increase in Bid Production Cost guarantee

payments or Day-Ahead Margin Assurance Payments earned by the Generator or

by the Market Party and its Affiliates during the Mitigated Hour(s), or on the

market day during which the Mitigated Hour(s) occurred if related to a daily

payment.

For purposes of determining the financial penalty for uneconomic

production in this Section 23.4.3.3.2.1, the term “Mitigated Hour(s)” shall mean

the hours in which uneconomic production conduct occurred.

23.4332.2 The financial penalty for failure to follow ISO’s dispatch

instructions in real-time, resulting in real-time operation at a different output level
than would have been expected had the Market Party’s or the Affiliate’s
generation followed the ISO’s dispatch instructions, if the conduct violates the
thresholds set forth in Sections 23.3.1.1.1.2, or 23.3.1.3.1.2 of these Mitigation

Measures, and if a Market Party or its Affiliates, or at least one Generator, is



determined to have had impact in accordance with Section 23.3.2.1 of these
Mitigation Measures, shall be:

One and a half times the estimated additional real time LBMP and
Ancillary Services revenues earned by the Generator, or Market Party and its
Affiliates, meeting the standards for impact during intervals in which MW were

not provided or were overproduced.

23.4.3.3.3 Submission of Inaccurate Fuel Type, Fuel Price or Opportunity Cost
Information

If inaccurate fuel type, fuel price or opportunity cost information was submitted
by or for a Market Party, and the reference level that the ISO developed based on
that inaccurate information impacted guarantee payments or market clearing
prices paid to the Market Party in a manner that violates the thresholds specified
in this Section 23.4.3.3.3, then, following consultation with the Market Party
regarding the appropriate fuel type, fuel price or opportunity cost, the ISO shall
apply the penalty set forth below, unless: (i) the Market Party shows that the
information was submitted in compliance with the requirements of Section 4.1.9
of the ISO Services Tariff (Cost Recovery for Units Responding to Local
Reliability Rules Addressing Loss of Generator Gas Supply), or (ii) the total
penalty calculated for a particular Day-Ahead or Real-Time Market day is less

than $5,000, in which case the ISO will not apply a penalty.



