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2.4 Definitions - D

DADRP Component: The credit requirement for a Demand Reduction Provider to bid into the
Day-Ahead Market, and a component of the Operating Requirement, calculated in accordance
with Section 26.4.2 of Attachment K to this Services Tariff.

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

Day-Ahead LBMP: The LBMPs calculated based upon the 1ISO’s Day-Ahead Security
Constrained Unit Commitment process.

Day-Ahead Margin: That portion of Day-Ahead LBMP, Operating Reserves settlement or
Regulation Service settlement for an hour that represents the difference between the Supplier’s
accepted Day-Ahead offer price and the Day-Ahead LBMP, Operating Reserves settlement or
Regulation Service settlement for that hour.

Day-Ahead Margin Assurance Payment: A supplemental payment made to an eligible
Supplier that buys out of a Day-Ahead Energy, Regulation Service, or Operating Reserves
schedule such that an hourly balancing payment obligation offsets its Day-Ahead Margin. Rules
for calculating these payments, and for determining Suppliers’ eligibility to receive them, are set
forth in Attachment J to this 1ISO Services Tariff.

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.

Day-Ahead Reliability Unit: A Day-Ahead committed Resource which would not have been
committed but for a request by a Transmission Owner that the unit be committed in the Day-
Ahead Market in order to meet the reliability needs of the Transmission Owner’s local system or
as the result of the 1SO’s analysis indicating the unit was needed in order to meet the reliability
requirements of the NYCA.

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



Demand Reduction: A quantity of reduced electricity demand from a Demand Side Resource
that is bid, produced, purchased or sold over a period of time and measured or calculated in
Megawatt hours. Demand Reductions offered by a Demand Side Resource as Energy in the
LBMP Markets may only be offered in the Day-Ahead Market, and shall be offered only by a
Demand Reduction Provider. The same Demand Reduction may not be offered by a Demand
Reduction Provider and by a customer as Operating Reserves or Regulation Service.

Demand Reduction Aggregator: A Demand Reduction Provider, qualified pursuant to 1ISO
Procedures, that bids Demand Side Resources of at least 1 MW through contracts with Demand
Side Resources and is not a Load Serving Entity.

Demand Reduction Incentive Payment: A payment to Demand Reduction Providers that are
scheduled to make Day-Ahead Demand Reductions that are not supplied by a Local 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 Reduction in MW.

Demand Reduction Provider: A Customer that is eligible, pursuant to the relevant ISO
Procedures, to bid Demand Side Resources of at least 1 MW as Energy into the Day-Ahead
Market. A Demand Reduction Provider can be (i) a Load Serving Entity or (ii) a Demand
Reduction Aggregator.

Demand Side Resources: A Resource located in the NYCA that is capable of controlling
demand in a responsive, measurable and verifiable manner within time limits, and that is
qualified to participate in competitive Energy, Capacity, Operating Reserves or Regulation
Service markets, or in the Emergency Demand Response Program pursuant to this ISO Services
Tariff and the 1SO Procedures.

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

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

Desired Net Interchange (“DNI”): A mechanism used to set and maintain the desired Energy
interchange (or transfer) between two Control Areas; it is scheduled ahead of time and can be
changed manually in real-time.



Direct Sale: The sale of TCCs directly to a buyer by the Primary Owner through a
non-discriminatory auditable sale conducted on the 1ISO’s OASIS, in compliance with the
requirements and restrictions set forth in Commission Order Nos. 888 et seg. and 889 et seq.

Dispatchable: A bidding mode in which Generators or Demand Side Resources indicate that
they are willing to respond to real-time control from the 1SO. Dispatchable Generators may be
either ISO-Committed Flexible or Self-Committed Flexible. Dispatchable Demand Side
Resources must be ISO-Committed Flexible. Dispatchable Resources that are not providing
Regulation Service will follow five-minute RTD Base Point Signals. Dispatchable Resources
that are providing Regulation Service will follow six-second AGC Base Point Signals.

Dispatch Day: The twenty-four (24) hour (or, if appropriate, the twenty-three (23) or twenty-
five (25) hour) period commencing at the beginning of each day (0000 hour).

Dispute Resolution Administrator (“DRA”): An individual hired by the 1SO to administer the
Expedited Dispute Resolution Procedures in Section 5.167 of the 1SO Services Tariff.

DMNC Test Period: The period within a Capability Period during which a Resource required to
do so pursuant to ISO procedures shall conduct a DMNC test if that DMNC test is to be valid for
purposes of determining the amount of Installed Capacity used to calculate the Unforced
Capacity that this Resource is permitted to supply to the NYCA. Such periods will be
established pursuant to the 1SO Procedures.

DSASP Component: The credit requirement for a Demand Side Resource to offer Ancillary
Services, and a component of the Operating Requirement, calculated in accordance with Section
26.4.2 of Attachment K to this Services Tariff.

Dynamically Scheduled Proxy Generator Bus: A Proxy Generator Bus for which the 1ISO
may schedule Transactions at 5 minute intervals in real time. Dynamically Scheduled Proxy
Generator Buses are identified in Section 4.4.4 of the Services Tariff.
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East of Central-East: An electrical area comprised of Load Zones F, G, H, I, J, and K, as
identified in the I1SO Procedures.

East of Central-East Excluding Long Island: An electrical area comprised of Load Zones F,
G, H, I, and J, as identified in the SO Procedures.

East of Central-East Excluding New York City and Long Island: An electrical area
comprised of Load Zones F, G, H, and |, as identified in the 1SO Procedures.

Economic Operating Point: The megawatt quantity which is a function of: i) the real-time
LBMP at the Resource bus; and ii) the Supplier’s real-time eleven constant cost step Energy Bid,
for the Resource, such that (a) the offer price associated with Energy offers below that megawatt
quantity (if that megawatt quantity is not that Resource’s minimum output level) must be less
than or equal to the real-time LBMP at the Resource bus, and (b) the offer price associated with
Energy offers above that megawatt quantity (if that megawatt quantity is not that Resource’s
maximum output level) must be greater than or equal to the real-time LBMP at the Resource bus.
In cases where multiple megawatt values meet conditions (a) and (b), the Economic Operating
Point is the megawatt value meeting these conditions that is closest to the Resource’s real-time
scheduled Energy injection. In cases where the Economic Operating Point would be less than
the minimum output level, the Economic Operating Point will be set equal to the MW value of
the first point on the Energy Bid curve and in cases where the Economic Operating Point would
be greater than the maximum output level, the Economic Operating Point will be set equal to the
MW value of the last point on the Energy Bid curve.

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.

Emergency Demand Response Program (“EDRP”): A program pursuant to which the 1ISO
makes payments to Curtailment Service Providers that voluntarily take effective steps in real
time, pursuant to 1SO procedures, to reduce NYCA demand in Emergency conditions.

Emergency State: The state that the NYS Power System is in when an abnormal condition
occurs that requires automatic or immediate, manual action to prevent or limit loss of the NYS
Transmission System or Generators that could adversely affect the reliability of the NYS Power
System.



Emergency Upper Operating Limit (UOLg): The upper operating limit that a Generator
indicates it expects to be able to reach, or the maximum amount of demand that a Demand Side
Resource expects to be able to reduce, at the request of the ISO during extraordinary conditions.
Each Generator or Demand Side Resource shall specify a UOLE in its bids that shall be equal to
or greater than its stated Normal Upper Operating Limit.

Energy (“MWh™): A quantity of electricity that is bid, produced, purchased, consumed, sold, or
transmitted over a period of time, and measured or calculated in megawatt hours.

Energy and Ancillary Services Component: A component of the Operating Requirement,
calculated in accordance with Section 26.4.2 of Attachment K to this Services Tariff.

Energy Limited Resource: Capacity resources that, due to 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 a daily basis, but are able to operate for at least
four consecutive hours each day. Energy Limited Resources must register their Energy limiting
characteristics with, and justify them to, the 1SO consistent with ISO Procedures.

Equivalent Demand Forced Outage Rate: The portion of time a unit is in demand, but is
unavailable due to forced outages.

Equivalency Rating: A rating determined by the ISO, at a Customer’s request, based on the
ISO’s financial evaluation of an Unrated Customer that shall serve as the starting point of the
ISO’s determination of an amount of Unsecured Credit to be granted to the Customer, if any, as
provided in Table K-1 of Attachment K to this Services Tariff.

ETA Agent: A Customer of the ISO that has been appointed by a Load Serving Entity and
approved by the ISO in accordance with 1SO Procedures for the purpose of enabling that
Customer to hold all of the rights and obligations associated with Fixed Price TCCs, as provided
for in this Services Tariff.

ETCNL TCC: A TCC created when a Transmission Owner with ETCNL exercises its right to
convert a megawatt of ETCNL into a TCC pursuant to Section 19.4.1 of Attachment M of the
OATT.

Excess Amount: The difference, if any, between the dollar amounts charged to purchasers of
Unforced Capacity in an ISO-administered Unforced Capacity auction and the dollar amounts
paid to sellers of Unforced Capacity in that ISO—administered Installed Capacity auction.



Excess Congestion Rents: Congestion revenues in the Day-Ahead Market for Energy collected
by the I1SO that are in excess of its Day-Ahead payment obligations. Excess Congestion Rents
may arise if Congestion occurs in the Day-Ahead Market for Energy and if the Day-Ahead
Transfer 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.

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 original ISO Tariff - January 31,
1997). This includes 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.

Existing Transmission Agreement (“ETA”): An agreement between two or more Transmission
Owners, or between a Transmission Owner and another entity, in existence at the time of 1ISO
start-up and providing for transmission service by a Transmission Owner to another
Transmission Owner or another entity. Table 1A of Attachment L lists all ETAs. ETAs include
Transmission Wheeling Agreements (including MWAs and Third Party TWASs) and
Transmission Facility Agreements.

Expected Load 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 requested from Special Case
Resources, as established pursuant to ISO Procedures.

Expedited Dispute Resolution Procedures: The dispute resolution procedures applicable to
disputes arising out of the Installed Capacity provisions of this ISO Services Tariff (as set forth
in Section 5.167) and the Customer settlements provisions of this ISO Services Tariff (as set
forth in Section 7.4.3).

Exports: A Bilateral Transaction or purchases from the LBMP Market where the Energy is
delivered to an NYCA Interconnection with another Control Area.

External: An entity (e.g., Supplier, Transmission Customer) or facility (e.g., Generator,
Interface) located outside the Control Area being referenced or between two or more Control
Areas. Where a specific Control Area is not referenced, the NYCA is the intended reference.



External Transactions: Purchases, sales or exchanges of Energy, Capacity or Ancillary
Services for which either the Point of Injection (“POI") or Point of Withdrawal (“POW?”) or both
are located outside the NYCA (i.e., Exports, Imports or Wheels Through).
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ICAP Demand Curve: A series of prices which decline until reaching zero as the amount of
Installed Capacity increases.

ICAP Demand Curve Reset Filing Year: A calendar vear in which the 1SO files ICAP
Demand Curves, in accordance with Section 5.14.1.2.11.

ICAP Spot Market Auction: An auction conducted pursuant to Section 5.14.1.1 of this Tariff to
procure and set LSE Unforced Capacity Obligations for the subsequent Obligation Procurement
Period, pursuant to the Demand Curves applicable to each respective LSE and the supply that is
offered.

Import Curtailment Guarantee Payment: A payment made in accordance with Section 4.5.3.2
and Attachment J of this ISO Services Tariff to compensate a Supplier whose Import is Curtailed
by the 1SO.

Imports: A Bilateral Transaction or sale to the LBMP Market where Energy is delivered to a
NYCA Interconnection from another Control Area.

Imputed LBMP Revenue: Revenue developed for calculating a Generator or Import Bid
Production Cost guarantee, for any interval, which equals the product of (i) the Bilateral
Transaction scheduled MW in the Day-Ahead Market or real-time market, as appropriate, from
the Generator Bus or Proxy Generator Bus, as appropriate, for the interval, (ii) the LBMP, in
units of $/MWh, either Day-Ahead or real-time as appropriate, at the Generator or Proxy
Generator Bus for that interval and (iii) the length of the interval, in units of hours.

Inadvertent Energy Accounting: The accounting performed to track and reconcile the
difference between net actual Energy interchange and scheduled Energy interchange of a Control
Area with adjacent Control Areas.

In-City: Located electrically within the New York City Locality (LBMP Load Zone J).

Incremental Energy Bid: A series of monotonically increasing constant cost incremental
Energy steps that indicate the quantities of Energy for a given price that an entity is willing to
supply to the ISO Administered Markets.



Incremental TCC: A set of point-to-point Transmission Congestion Contract(s) that is awarded
pursuant to Section 19.2.2 of Attachment M to the ISO OATT.

Independent System Operator (“ISO’’): The New York Independent System Operator, Inc., a
not-for-profit corporation established pursuant to the ISO Agreement.

Independent System Operator Agreement (“1SO Agreement”): The agreement that
establishes the New York 1SO.

Independent System Operator/New York State Reliability Council (“ISO/NYSRC
Agreement”): The agreement between the 1SO and the New York State Reliability Council
governing the relationship between the two organizations.

Independent System Operator-Transmission Owner Agreement (“ISO/TO Agreement”):
The agreement that establishes the terms and conditions under which the Transmission Owners
transferred to the 1SO Operational Control over designated transmission facilities.

Indicative NCZ Locational Minimum Installed Capacity Requirement: The amount of
capacity that must be electrically located within a New Capacity Zone, or possess an approved

Unforced Capacity Deliverability Right, in order to ensure that sufficient Energy and Capacity
are available in that NCZ and that appropriate reliability criteria are met.

Installed Capacity: External or Internal Capacity, in increments of 100 kW, that is made
available; pursuant to Tariff requirements and 1SO Procedures.

Installed Capacity Equivalent: The Resource capability that corresponds to its Unforced
Capacity, calculated in accordance with ISO Procedures.

Installed Capacity Marketer: An entity which has signed this Tariff and which purchases
Unforced Capacity from qualified Installed Capacity Suppliers, or from LSEs with excess
Unforced Capacity, either bilaterally or through an 1SO-administered auction. Installed Capacity
Marketers that purchase Unforced Capacity through an ISO-administered auction may only resell
Unforced Capacity purchased in such auctions in the NYCA.

Installed Capacity Supplier: An Energy Limited Resource, Generator, Installed Capacity
Marketer, Responsible Interface Party, Intermittent Power Resource, Limited Control Run of
River Hydro Resource, municipally-owned generation, System Resource or Control Area System
Resource that satisfies the 1ISO’s qualification requirements for supplying Unforced Capacity to
the NYCA.



Interconnection or Interconnection Points (“IP”): The point(s) at which the NYCA connects
with a distribution system or adjacent Control Area. The IP may be a single tie line or several tie
lines that are operated in parallel.

Interface: A defined set of transmission facilities that separate Load Zones and that separate the
NYCA from adjacent Control Areas.

Interface MW - Mile Methodology: The procedure used to allocate Original Residual TCCs
determined prior to the first Centralized TCC Auction to Transmission Owners.

Intermittent Power Resource: Capacity resources that depend upon wind, solar energy or
landfill gas for their fuel and that such dependence precludes accurate prediction of the facility’s
real-time output. Each Intermittent Power Resource that depends on wind as its fuel shall
include all turbines metered at a single scheduling point identifier (PTID).

Internal: An entity (e.q., Supplier, Transmission Customer) or facility (e.q., Generator,
Interface) located within the Control Area being referenced. Where a specific Control Area is
not referenced, internal means the NYCA.

Internal Transactions: Purchases, sales or exchanges of Energy, Capacity or Ancillary Services
where the Generator and Load are located within the NYCA.

Investment Grade Customer: A Customer that meets the criteria set forth in Section 26.3 of
Attachment K to this Services Tariff.

Investor-Owned Transmission Owners: At the present time these include: Central Hudson Gas
& Electric Corporation, Consolidated Edison Company of New York, Inc., New York State
Electric & Gas Corporation, Niagara Mohawk Power Corporation, Orange and Rockland
Utilities, Inc., and Rochester Gas and Electric Corporation.

ISO Administered Markets : The Day-Ahead Market and the Real-Time Market (collectively
the "LBMP Markets") and any other market or auction administered by the 1SO.

ISO-Committed Fixed: In the Day-Ahead Market, a bidding mode in which a Generator
requests that the ISO commit and schedule it. In the Real-Time Market, a bidding mode in
which a Generator, with 1SO approval, requests that the ISO schedule it no more frequently than
every 15 minutes. A Generator scheduled in the Day-Ahead Market as ISO-Committed Fixed
will participate as a Self-Committed Fixed Generator in the Real-Time Market unless it changes
bidding mode, with ISO approval, to participate as an ISO-Committed Fixed Generator.



ISO-Committed Flexible: A bidding mode in which a Dispatchable Generator or Demand Side
Resource follows Base Point Signals and is committed by the 1SO.

ISO Market Power Monitoring Program: The monitoring program approved by the
Commission and administered by the ISO and the Market Monitoring Unit that is designed to
monitor the possible exercise of market power in ISO Administered Markets.

ISO OATT: The ISO Open Access Transmission Tariff.

ISO Procedures: The procedures adopted by the ISO in order to fulfill its responsibilities under
the ISO OATT, the ISO Services Tariff and the ISO Related Agreements.

ISO Related Agreements: Collectively, the ISO Agreement, the ISO/TO Agreement, the
NYSRC Agreement, and the ISO/NYSRC Agreement.

ISO Services Tariff (the ""Tariff'"): The ISO Market Administration and Control Area Services
Tariff.

ISO Tariffs: The ISO OATT and the ISO Services Tariff, collectively.
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Native Load Customers: The wholesale and retail power customers of the Transmission
Owners on whose behalf 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 such customers.

NCZ Locational Minimum Installed Capacity Requirement: The amount of Capacity that
must be electrically located within an NCZ, or possess an approved Unforced Capacity
Deliverability Right, designed to ensure that sufficient Energy and Capacity are available in that
NCZ and that appropriate reliability criteria are met.

NCZ Study Capability Period: The Summer Capability Period that begins five years from May
1 in a calendar year including an NCZ Study Start Date.

NCZ Study Start Date: September 1 or the next business day thereafter in the calendar year
prior to an ICAP Demand Curve Reset Filing Year.

New Capacity Zone (“NCZ’"): A single Load Zone or group of Load Zones that is proposed as
a new Locality, and for which the 1SO shall establish a Demand Curve.

Neptune Scheduled Line: A transmission facility that interconnects the NYCA to the PIM
Interconnection LLC Control Area at Levittown, Town of Hempstead, New York and terminates
in Sayerville, New Jersey.

NERC: The North American Electric Reliability Council or, as applicable, the North American
Electric Reliability Corporation.

Net Auction Revenue: The total amount, in dollars, as calculated pursuant to Section Part
17.5.3.1 of Attachment B, remaining after collection of all charges and allocation of all payments
associated with a round of a Centralized TCC Auction or a Reconfiguration Auction. Net
Auction Revenue takes into account: (i) revenues from and payments for the award of TCCs in a
Centralized TCC Auction or Reconfiguration Auction, (ii) payments to Transmission Owners
releasing ETCNL, (iii) payments or charges to Primary Holders selling TCCs, (iv) payments to
Transmission Owners releasing Original Residual TCCs, (v) O/R-t-S Auction Revenue Surplus
Payments and U/D Auction Revenue Surplus Payments, and (vi) O/R-t-S Auction Revenue
Shortfall Charges and U/D Auction Revenue Shortfall Charges. Net Auction Revenue may be
positive or negative.



Net Benefits Test: The monthly calculations performed by the 1SO in accordance with Section
4.2.1.9 of the 1SO Services Tariff and ISO Procedures to determine the Monthly Net Benefit
Offer Floor, the threshold price at which the dispatch of demand response resources meets the
test required by Commission Order 745.

Net Congestion Rent: The total amount, in dollars, as calculated pursuant to Section 17.5.2.1 of
Attachment B, remaining after collection of all Congestion-related charges and allocation of all
Congestion-related payments associated with the Day-Ahead Market. Net Congestion Rent takes
into account: (i) charges and payments for Congestion Rents, (ii) settlements with TCC Primary
Holders, (iii) O/R-t-S Congestion Rent Shortfall Charges and U/D Congestion Rent Shortfall
Charges, and (iv) O/R-t-S Congestion Rent Surplus Payments and U/D Congestion Rent Surplus
Payments. Net Congestion Rent may be positive or negative.

Network Integration Transmission Service: The Transmission Service provided under Part 4
of the ISO OATT.

New Capacity Zone (“NCZ”"): A single L oad Zone or group of L oad Zones that is proposed as
a new Locality, and for which the 1SO shall establish a Demand Curve.

New York City: The electrical area comprised of Load Zone J, as identified in the ISO
Procedures.

New York Control Area (“NYCA”): The Control Area that is under the control of the ISO
which includes transmission facilities listed in the ISO/TO Agreement Appendices A-1 and A-2,
as amended from time-to-time, and generation located outside the NYS Power System that is
subject to protocols (e.qg., telemetry signal biasing) which allow the 1SO and other Control Area
operator(s) to treat some or all of that generation as though it were part of the NYS Power
System.

New York Power Pool (“NYPP”’): An organization established by agreement (the “New York
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 York 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 a result of the acquisition of the Long Island Lighting
Company by the Long Island Power Authority.

New York State Power System (“NYS Power System”): All facilities of the NYS
Transmission System, and all those Generators located within the NYCA or outside the NYCA,
some of which may from time-to-time be subject to operational control by the I1SO.



New York State Reliability Council (""NYSRC'"): An organization established by agreement
among the Member Systems to promote and maintain the reliability of the NYS Power System.

New York State Reliability Council Agreement (""NYSRC Agreement'): The agreement
which established the NYSRC.

New York State Transmission System (*"NYS Transmission System'): The entire New York
State electric transmission system, which includes: (1) the Transmission Facilities Under ISO
Operational Control; (2) the Transmission Facilities Requiring ISO Notification; and (3) all
remaining transmission facilities within the NYCA.

Non-Competitive Proxy Generator Bus: A Proxy Generator Bus for an area outside of the New
York Control Area that has been identified by the ISO as characterized by non-competitive
Import or Export prices, and that has been approved by the Commission for designation as a
Non-Competitive Proxy Generator Bus. Non-Competitive Proxy Generator Buses are identified
in Section 4.4.4 of the Services Tariff., as set forth in Section 4.4.2.2 of the MST

Non-Firm-Point-To-Point Transmission Service: Point-To-Point Transmission Service under
the Tariff for which a Customer is not willing to pay Congestion. Such service is available
absent constraint under Part 3 of the ISO OATT. 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.

Non-Investment Grade Customer: A Customer that does not meet the criteria necessary to be
an Investment Grade Customer, as set forth in Section 26.3 of Attachment K to this Services
Tariff.

Non-Utility Generator ("*"NUG," ""Independent Power Producer' or "IPP"): Any entity that
owns or operates an electric generating facility that is not included in an electric utility’s rate
base. This term includes, but is not limited to, cogenerators and small power producers and all
other non-utility electricity producers, such as exempt wholesale Generators that sell electricity.

Normal State: The condition that the NYS Power System is in when the Transmission Facilities
Under 1SO Operational Control are operated within the parameters listed for Normal State in the
Reliability Rules. These parameters include, but are not limited to, thermal, voltage, stability,
frequency, operating reserve and Pool Control Error limitations.

Normal Upper Operating Limit (UOL,): The upper operating limit that a Generator indicates
it expects to be able to reach, or the maximum amount of demand that a Demand Side Resource
expects to be able to reduce, during normal conditions. Each Resource will specify its UOLy in
its Bids which shall be reduced when the Resource requests that the 1SO derate its Capacity or



the 1SO derates the Resource’s Capacity. A Normal Upper Operating Limit may be submitted as
a function 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 reference
to that schedule.

Northport-Norwalk Scheduled Line: A transmission facility that originates at the Northport
substation in New York and interconnects the NYCA to the ISO New England Control Area at
the Norwalk Harbor substation in Connecticut.

NPCC: The Northeast Power Coordinating Council.

NRC: The Nuclear Regulatory Commission or any successor thereto.

NYCA Installed Reserve Margin: The ratio of the amount of additional Installed Capacity
required by the NYSRC in order for the NYCA to meet NPCC reliability criteria to the
forecasted NYCA upcoming Capability Year peak Load, expressed as a decimal.

NYCA Minimum Installed Capacity Requirement: The requirement established for each
Capability Year by multiplying the NYCA peak Load forecasted by the ISO by the quantity one
plus the NYCA Installed Reserve Margin.

NYCA Minimum Unforced Capacity Requirement: The Unforced Capacity equivalent of the
NYCA Minimum Installed Capacity Requirement.

NYPA: The Power Authority of the State of New York.

NYPA Tax-Exempt Bonds: Obligations of the New York Power Authority, the interest on
which is not included in gross income under the Internal Revenue Code.



59 Installed Capacity - Implementation of Revised Installed Capacity Market
Provisions

Sections 5.10 through 5.167 of this Tariff, implementing the Installed Capacity market
design, shall govern LSE Unforced Capacity Obligations, the qualification of Installed Capacity

Suppliers, and the ISO’s administration of Installed Capacity auctions.



5.10 NYCA Minimum Installed Capacity Requirement

The NYCA Minimum Installed Capacity Requirement is derived from the NYCA
Installed Reserve Margin, which is established each year by the NYSRC. The NYCA Minimum
Installed Capacity Requirement for the Capability Year beginning each May 1 will be
established by multiplying the NYCA peak Load forecasted by the ISO by the quantity of one
plus the NYCA Installed Reserve Margin. The ISO shall translate the NYCA Installed Reserve
Margin, and thus the NYCA Minimum Installed Capacity Requirement, into a NYCA Minimum
Unforced Capacity Requirement. For each Capability Period, the NYCA Minimum Unforced
Capacity Requirement shall equal the product of the NYCA Minimum Installed Capacity
Requirement and the ratio of (1) the total amount of Unforced Capacity that the specified
Resources are qualified to provide during such Capability Period, as of the time the NYCA
Minimum Unforced Capacity Requirement is determined as specified in ISO Procedures, to (2)
the sum of the DMNCs used to determine the Unforced Capacities of such Resources for such
Capability Period. The foregoing calculation shall be determined using the Resources in the
NYCA in the most recent final version of the ISO’s annual Load and Capacity Data Report, with
the addition of Resources commencing commercial operation since completion of that report and
the deletion of Resources with scheduled or planned retirement dates before or during such
Capability Period.

The NYCA Minimum Unforced Capacity Requirement represents a minimum level of
Unforced Capacity that must be secured by LSEs in the NYCA for each Obligation Procurement
Period. Under the provisions of this Services Tariff and the ISO Procedures, each LSE will be
obligated to procure its LSE Unforced Capacity Obligation. The LSE Unforced Capacity

Obligation will be determined for each Obligation Procurement Period by the ICAP Spot Market



Auction, in accordance with ISO Procedures. Qualified Resources will have the opportunity to
supply amounts of Unforced Capacity to meet the LSE Unforced Capacity Obligation as
established by the ICAP Spot Market Auction.

The ISO will calculate a NYCA peak Load each year by applying regional Load growth
factors to the prior calendar year’s Adjusted Actual Peak Load. Regional Load growth factors
shall be proposed by the Transmission Owners and reviewed by the ISO pursuant to procedures
agreed to by Market Participants and described in the ISO Procedures. Disputes concerning the
development of regional Load growth factors shall be resolved through the Expedited Dispute
Resolution Procedures set forth in Section 5.167 of this Tariff.

The I1SO shall determine the amount of Unforced Capacity that must be sited within the
NYCA, and within each Locality, and the amount of Unforced Capacity that may be procured
from areas External to the NYCA, in a manner consistent with the Reliability Rules. New
Transmission projects to which the NY1SO has granted UDRs will not affect the determination
by the NYISO of the amount of Unforced Capacity that must be located within the NYCA or

within each Locality of the NYCA.



511 Requirements Applicable to LSEs

511.1 Allocation of the NYCA Minimum Unforced Capacity Requirement

Each Transmission Owner and each municipal electric utility will submit to the 1SO, for
its review pursuant to mutually agreed upon procedures which shall be described in the 1ISO
Procedures, the weather-adjusted Load within its Transmission District during the hour in which
actual Load in the NYCA was highest (the “NYCA peak Load”) for the current Capability Year.
(Municipal electric utilities may elect not to submit weather-adjusted data, in which case,
weather adjustments shall be performed per 1SO procedures. The I1SO shall use these data to
determine the Adjusted Actual Load at the time of the NYCA peak Load for each Transmission
District and municipal electric utility pursuant to 1ISO Procedures, which shall ensure that
transmission losses and the effects of demand reduction programs are treated in a consistent
manner and that all weather normalization procedures meet a minimum criterion described in the
ISO Procedures. Each Transmission District or municipal electric utility Load forecast
coincident with the NYCA peak shall be the product of that Transmission District or municipal
electric utility’s Adjusted Actual Load at the time of the NYCA peak Load multiplied by one
plus the regional Load growth factor for that Transmission District or municipal electric utility
developed pursuant to Section 5.10 of this Tariff. After calculating each Transmission District or
municipal electric utility Load forecast, if the ISO determines that an Adjusted Actual Load
determined for a Transmission District or municipal electric utility does not reflect reasonable
expectations of what Load might reasonably have been expected to occur in that Transmission
District or area served by that municipal electric utility in that Capability Year, after taking into
consideration the adjustments to account for weather normalization, transmission losses and

demand response programs that are described in the ISO Procedures, the ISO Procedures shall



also authorize the 1SO to substitute its own measures of Adjusted Actual Load for that
Transmission District or area serviced by that municipal electric utility in this calculation, subject
to the outcome of dispute resolution procedures if invoked. The ISO’s measure of Adjusted
Actual Load shall be binding unless otherwise determined as the result of dispute resolution
procedures that may be invoked. Each Transmission Owner must also submit aggregate
Adjusted Load data, coincident with the NYCA peak hour, for all customers served by each LSE
active within its Transmission District. The aggregate Load data may be derived from direct
meters or Load profiles of the customers served. Each Transmission Owner shall be required to
submit such forecasts and aggregate peak Load data in accordance with the ISO Procedures.
Each municipal electric utility may choose to submit its peak Load forecast based on the
Transmission District’s peak Load forecast provided by a Transmission Owner or to provide its
own. Any disputes arising out of the submittals required in this paragraph shall be resolved
through the Expedited Dispute Resolution Procedures set forth in Section 5.167 of this Tariff.

All aggregate Load data submitted by a Transmission Owner must be accompanied by
documentation indicating that each affected LSE has been provided the data regarding the
assignment of customers to the affected LSE. Any disputes between LSEs and Transmission
Owners regarding such data or assignments shall be resolved through the Expedited Dispute
Resolution Procedures set forth in Section 5.167 of this Tariff, or the Transmission Owner’s
retail access procedures, as applicable.

The ISO shall allocate the NYCA Minimum Unforced Capacity Requirement among all
LSEs serving Load in the NYCA prior to the beginning of each Capability Year. It shall then
adjust the NYCA Minimum Unforced Capacity Requirement and reallocate it among LSEs

before each Winter Capability Period as necessary to reflect changes in the factors used to



translate ICAP requirements into Unforced Capacity requirements. Each LSE’s share of the
NYCA Minimum Unforced Capacity Requirement will equal the product of: (i) the NYCA
Minimum Installed Capacity Requirement as translated into a NYCA Minimum Unforced
Capacity Requirement; and (ii) the ratio of the sum of the Load forecasts coincident with the
NYCA peak Load for that LSE’s customers in each Transmission District to the NYCA peak
Load forecast.

Each LSE Unforced Capacity Obligation will equal the product of (i) the ratio of that
LSE’s share of the NYCA Minimum Unforced Capacity Requirement to the total NYCA
Minimum Unforced Capacity Requirement and (ii) the total of all of the LSE Unforced Capacity
Obligations for the NYCA established by the ICAP Spot Market Auction. The LSE Unforced
Capacity Obligation will be determined in each Obligation Procurement Period by the ICAP
Spot Market Auction, in accordance with the 1SO Procedures. Each LSE will be responsible for
acquiring sufficient Unforced Capacity to satisfy its LSE Unforced Capacity Obligation.

Prior to the beginning of each Capability Period, Transmission Owners shall submit the
required Load-shifting information to the 1SO and to each LSE affected by the Load-shifting, in
accordance with the ISO Procedures. In the event that there is a pending dispute regarding a
Transmission Owner’s forecast, the SO shall nevertheless establish each LSE’s portion of the
NYCA Minimum Unforced Capacity Requirement applicable at the beginning of each Capability
Period in accordance with the schedule established in the 1SO Procedures, subject to possible
adjustments that may be required as a result of resolution of the dispute through the Expedited
Dispute Resolution Procedures set forth in Section 5.167 of this Tariff,

Each month, as Transmission Owners report customers gained and lost by LSEs through

Load-shifting, the 1ISO will adjust each LSE’s portion of the NYCA Minimum Unforced



Capacity Requirement such that (i) the total Transmission District Installed Capacity requirement
remains constant and (ii) an individual LSE’s allocated portion reflects the gains and losses. If
an LSE loses a customer as a result of that customer leaving the Transmission District, the
Load-losing LSE shall be relieved of its obligation to procure Unforced Capacity to cover the
Load associated with the departing customer as of the date that the customer’s departure is
accepted by the ISO and shall be free to sell any excess Unforced Capacity. In addition, when a
customer leaves the Transmission District, the 1SO will adjust each LSE’s portion of the NYCA
Minimum Unforced Capacity Requirement so that the total Transmission District’s share of the

NYCA Minimum Unforced Capacity Requirement remains constant.

5.11.2 LSE Obligations

Each LSE must procure Unforced Capacity in an amount equal to its LSE Unforced
Capacity Obligation from any Installed Capacity Supplier through Bilateral Transactions with
purchases in 1ISO-administered Installed Capacity auctions, by self-supply from qualified
sources, or by a combination of these methods. Each LSE must certify the amount of Unforced
Capacity it has or has obtained prior to the beginning of each Obligation Procurement Period by
submitting completed Installed Capacity certification forms to the 1ISO by the date specified in
the 1ISO Procedures. The Installed Capacity certification forms submitted by the LSEs shall be in
the format and include all the information prescribed by the ISO Procedures.

All LSEs shall participate in the ICAP Spot Market Auction pursuant to Section 5.14.1 of

this Tariff.

5.11.3 Load-Shifting Adjustments

The I1SO shall account for Load-shifting among LSEs each month using the best available

information provided to it and the affected LSEs by the individual Transmission Owners. The



ISO shall, upon notice of Load-shifting by a Transmission Owner and verification by the
relevant Load-losing LSE, increase the Load-gaining LSE’s LSE Unforced Capacity Obligation,
as applicable, and decrease the Load-losing LSE’s LSE Unforced Capacity Obligation, as
applicable, to reflect the Load-shifting.

The Load-gaining LSE shall pay the Load-losing LSE an amount, pro-rated on a daily
basis, based on the Market-Clearing Price of Unforced Capacity determined in the most recent
previous applicable ICAP Spot Market Auction until the first day of the month after the nearest
following Monthly Installed Capacity Auction is held. The amount paid by a Load-gaining LSE
shall reflect any portion of the Load-losing LSE’s LSE Unforced Capacity Obligation that is
attributable to the shifting Load for the applicable Obligation Procurement Period, in accordance
with the ISO Procedures. In addition, the amount paid by a Load-gaining LSE shall be reduced
by the Load-losing LSE’s share of any rebate associated with the lost Load paid pursuant to
Section 5.15 of this Tariff.

Each Transmission Owner shall report to the ISO and to each LSE serving Load in its
Transmission District the updated, aggregated LSE Loads with documentation in accordance
with and by the date set forth in the 1SO Procedures. The 1SO shall reallocate a portion of the
NYCA Minimum Unforced Capacity Requirement and the Locational Minimum Unforced
Capacity Requirement, as applicable, to each LSE for the following Obligation Procurement
Period, which shall reflect all documented Load-shifts as of the end of the current Obligation
Procurement Period. Any disputes among Market Participants concerning Load-shifting shall be
resolved through the Expedited Dispute Resolution Procedures set forth in Section 5.167 of this
Tariff, or the Transmission Owner’s retail access procedures, as applicable. In the event of a

pending dispute concerning a Load-shift, the 1SO shall make its Obligation Procurement Period



Installed Capacity adjustments as if the Load-shift reported by the Transmission Owners had
occurred, or if the dispute pertains to the timing of a Load-shift, as if the Load-shift occurred on
the effective date reported by the Transmission Owner, but will retroactively modify these
allocations, as necessary, based on determinations made pursuant to the Expedited Dispute
Resolution Procedures set forth in Section 5.167 of this Tariff, or the Transmission Owner’s

retail access procedures, as applicable.

511.4 LSE Locational Minimum Installed Capacity Requirements

The ISO will determine the Locational Minimum Installed Capacity Requirements, stated
as a percentage of the Locality’s forecasted Capability Year peak Load and expressed in
Unforced Capacity terms, that shall be uniformly applicable to each LSE serving Load within a
Locality. In establishing Locational Minimum Installed Capacity Requirements, the 1ISO will
take into account all relevant considerations, including the total NYCA Minimum Installed
Capacity Requirement, the NYS Power System transmission Interface Transfer Capability, the
election by the holder of rights to UDRs that can provide Capacity from an External Control
Area with a capability year start date that is different than the corresponding 1SO Capability Year
start date (“dissimilar capability year”), the Reliability Rules and any other FERC-approved
Locational Minimum Installed Capacity Requirements.

The Installed Capacity Supplier holding rights to UDRs from an External Control Area
with a dissimilar capability year shall have one opportunity for a Capability Year in which the
Scheduled Line will first be used to offer Capacity associated with the UDRSs, to elect that the
ISO determine Locational Minimum Installed Capacity Requirements without a quantity of MW
from the UDRs for the first month in the Capability Year, and with the same quantity of MW as

Unforced Capacity for the remaining months, in each case (a) consistent with and as



demonstrated by a contractual arrangement to utilize the UDRs to import the quantity of MW of
Capacity into a Locality, and (b) in accordance with ISO Procedures (a “capability year
adjustment election”). If there is more than one Installed Capacity Supplier holding rights to
UDRs concurrently, an Installed Capacity Supplier’s election pursuant to the preceding sentence
(x) shall be binding on the entity to which the NYISO granted the UDRs up to the quantity of
MW to which the Installed Capacity Supplier holds rights, and a subsequent assignment of these
UDRSs to another rights holder will not create the option for another one-time election by the new
UDR rights holder, and (y) shall not affect the right another Installed Capacity Supplier may
have to make an election. The right to make an election shall remain unless and until an election
has been made by one or more holders of rights to the total quantity of MW corresponding to the
UDRs. Absent this one-time election, the UDRs shall be modeled consistently for all months in
each Capability Year as elected by the UDR rights holder in its notification to the ISO in
accordance with ISO Procedures. Upon such an election, the 1SO shall determine the Locational
Minimum Unforced Capacity Requirement (i) for the first month of the Capability Year without
the quantity of MW of Capacity associated with the UDRs, and (ii) for the remaining eleven
months as Unforced Capacity. After the Installed Capacity Supplier has made its one-time
election for a quantity of MW, the quantity of MW associated with the UDRs held by the
Installed Capacity Supplier shall be modeled consistently for all months in any future Capability
Period.

The Locational Minimum Unforced Capacity Requirement represents a minimum level of
Unforced Capacity that must be secured by LSEs in the NYCA Localities for each Obligation
Procurement Period. The Locational Minimum Unforced Capacity Requirement for each

Locality shall equal the product of the Locational Minimum Installed Capacity Requirement for



a given Locality (with or without the UDRs if there is a capability year adjustment election by a
rights holder) and the ratio of (1) the total amount of Unforced Capacity that the specified
Resources are qualified to provide (with or without the UDRs associated with dissimilar
capability periods, as so elected by the rights holder) during each month in the Capability Period,
as of the time the Locational Minimum Unforced Capacity Requirement is determined as
specified in 1ISO Procedures, to (2) the sum of the DMNCs used to determine the Unforced
Capacities of such Resources for such Capability Period (with or without the DMNCs associated
with the UDRs, as so elected by the rights holder). The foregoing calculation shall be
determined using the Resources in the given Locality in the most recent final version of the
ISO’s annual Load and Capacity Data Report, with the addition of Resources commencing
commercial operation since completion of that report and the deletion of Resources with
scheduled or planned retirement dates before or during such Capability Period. Under the
provisions of this Services Tariff and the ISO Procedures, each LSE will be obligated to procure
its LSE Unforced Capacity Obligation. The LSE Unforced Capacity Obligation will be
determined for each Obligation Procurement Period by the ICAP Spot Market Auction, in
accordance with the 1SO Procedures.

Qualified Resources will have the opportunity to supply amounts of Unforced Capacity to
meet the LSE Unforced Capacity Obligation as established by the ICAP Spot Market Auction.

To be counted towards the locational component of the LSE Unforced Capacity
Obligation, Unforced Capacity owned by the holder of UDRs or contractually combined with
UDRs must be deliverable to the NYCA interface with the UDR transmission facility pursuant to
NYISO requirements and consistent with the election of the holder of the rights to the UDRs set

forth in this Section.



In addition, any Customer that purchases Unforced Capacity associated with any
generation that is subject to capacity market mitigation measures in an 1ISO-administered auction
may not resell that Unforced Capacity in a subsequent auction at a price greater than the annual
mitigated price cap, as applied in accordance with the ISO Procedures in accordance with
Sections 5.13.2, 5.13.3, and 5.14.1 of this Tariff. The ISO shall inform Customers that purchase
Unforced Capacity in an ISO-administered auction of the amount of Unforced Capacity they
have purchased that is subject to capacity market mitigation measures.

The ISO shall have the right to audit all executed Installed Capacity contracts and related
documentation of arrangements by an LSE to use its own generation to meet its Locational

Minimum Installed Capacity Requirement for an upcoming Obligation Procurement Period.



5.14 Installed Capacity Spot Market Auction and Installed Capacity Supplier
Deficiencies

5.14.1 LSE Participation in the ICAP Spot Market Auction

5.14.1.1 ICAP Spot Market Auction

When the ISO conducts each ICAP Spot Market Auction it will account for all Unforced
Capacity that each NYCA LSE has certified for use in the NYCA to meet its NYCA Minimum
Installed Capacity Requirement or Locational Minimum Installed Capacity Requirement, as
applicable, whether purchased through Bilateral Transactions or in prior auctions. The ISO shall
receive offers of Unforced Capacity that has not previously been purchased through Bilateral
Transactions or in prior auctions from qualified Installed Capacity Suppliers for the ICAP Spot
Market Auction. The I1SO shall also receive offers of Unforced Capacity from any LSE for any
amount of Unforced Capacity that the LSE has in excess of its NYCA Minimum Unforced
Capacity Requirement or Locational Minimum Unforced Capacity Requirement, as applicable.
Unforced Capacity that will be exported from the New York Control Area during the month for
which Unforced capacity is sold in an ICAP Sport Market Auction shall be certified to the
NYISO by the certification deadline for that auction.

The I1SO shall conduct an ICAP Spot Market Auction to purchase Unforced Capacity
which shall be used by an LSE toward all components of its LSE Unforced Capacity Obligation
for each Obligation Procurement Period immediately preceding the start of each Obligation
Procurement Period. The exact date of the ICAP Spot Market Auction shall be established in the
ISO Procedures. All LSEs shall participate in the ICAP Spot Market Auction. In the ICAP Spot

Market Auction, the 1ISO shall submit monthly bids on behalf of all LSEs at a level per MW

determined by the ICAP Demand Curves established in accordance with this Tariff and the ISO



Procedures. The ICAP Spot Market Auction will set the LSE Unforced Capacity Obligation for

each NYCA LSE in accordance with the 1SO Procedures.

The ICAP Spot Market Auction will be conducted and solved simultaneously for

Unforced Capacity that may be used by an LSE towards all components of its LSE Unforced

Capacity Obligation for that Obligation Procurement Period using the applicable ICAP Demand

Curves, as established in accordance with the 1SO Procedures. LSEs that are awarded Unforced

Capacity in the ICAP Spot Market Auction shall pay to the ISO the Market-Clearing Price of

Unforced Capacity determined in the ICAP Spot Market Auction using the applicable ICAP

Demand Curve. The I1SO shall pay Installed Capacity Suppliers that are selected to provide

Unforced Capacity the Market-Clearing Price determined in the ICAP Spot Market Auction

using the applicable ICAP Demand Curve.

5.14.1.2

Demand Curve and Adjustments

Fhree-ICAP Demand Curves will be established:—ene to determine (a) the locational

component of LSE Unforced Capacity Obligations for each ef-the-twe-LocakitiesLocality; (b) the

locational component of LSE Unforced Capacity Obligations for any New Capacity Zone, and

(c) ene-to-determine-the total LSE Unforced Capacity Obligations for all LSEs. The ICAP

Demand Curves for the 2010/2011, 2011/2012, 2012/2013, and 2013/2014 Capability Years

shall be established at the following points:

Capability
Year

NYCA

NYC

5/1/2010
to
4/30/2011

Max @ $13.42
$9.90 @ 100%
$0.00 @ 112%
Max @ $27.32
$15.99 @ 100%

5/1/2011
to
9/30/2011

Max @ $13.42
$9.90 @ 100%
$0.00 @ 112%
Max @ $27.32
$15.99 @ 100%

10/1/2011
to
4/30/2012

Max @ $14.96
$8.84 @ 100%
$0.00 @ 112%
Max @ $34.84
$19. @ 100%

5/1/2012
to
4/30/2013

Max @ $15.22
$8.99 @ 100%
$0.00 @ 112%
Max @ $35.43
$19. @ 100%

5/1/2013
to
4/30/2014

Max @ $15.48
$9. @ 100%
$0.00 @ 112%
Max @ $36.04
$19.85 @ 100%



$0.00 @ 118%  $0.00 @ 118% $0.00 @ 118% $0.00 @ 118% $0.00 @ 118%
LI Max @ $24.25 Max @ $24.25 Max @ $31. Max @ $31.88 Max @ $32.42

$8.69 @ 100%  $8.69 @ 100% $9.98 @ 100% $10. @ 100% $10.32 @ 100%

$0.00 @ 118% $0.00 @ 118% $0.00 @ 118% $0.00 @ 118% $0.00 @ 118%

NOTE: All dollar figures are in terms of $/kW-month of ICAP and all percentages are in terms
of the applicable NYCA Minimum Installed Capacity Requirement and Locational Minimum
Installed Capacity Requirement. The defined points describe a line segment with a negative
slope that will result in higher values for percentages less than 100% of the NYCA Minimum
Installed Capacity Requirement or the Locational Installed Capacity Requirement (“reference
point”) with the maximum value for each ICAP Demand Curve established at 1.5 times the
estimated localized levelized cost per kW-month to develop a new peaking unit in each
Locality or in Rest of State, as applicable.

In subsequent years, the costs assigned by the ICAP Demand Curves to the NYCA

Minimum Installed Capacity Requirement,-and the Locational Minimum Installed Capacity

Requirement-by-the tCAR-Demand-Curves, and any Indicative NCZ Minimum Installed

Capacity Requirement, will be defined by the results of the independent review conducted

pursuant to this section. The ICAP Demand Curves will be translated into Unforced Capacity
terms in accordance with the 1SO Procedures.

A periodic review of the ICAP Demand Curves shall be performed every three (3) years
in accordance with the 1SO Procedures to determine the parameters of the ICAP Demand Curves
for the next three Capability Years. The periodic review shall assess: (i) the current localized
levelized embedded cost of a peaking plant in each NYCA Locality,-and the Rest of State, and

any New Capacity Zone, to meet minimum capacity requirements, and (ii) the likely projected

annual Energy and Ancillary Services revenues of the peaking plant over the period covered by
the adjusted ICAP Demand Curves, net of the costs of producing such Energy and Ancillary
Services. The cost and revenues of the peaking plant used to set the reference point and
maximum value for each Demand Curve shall be determined under conditions in which the

available capacity is equal to the sum of (a) the minimum Installed Capacity requirement and (b)




the peaking plant’s capacity equal to the number of MW specified in the periodic review and
used to determine all costs and revenues. The minimum Installed Capacity requirement for each
Locality shall be equal to the Locational Minimum Installed Capacity Requirement in effect for
the year in which the independent consultant’s final report (referenced below in Section
5.14.1.2.6) is issued; and-for the NYCA, equal to the NYCA Minimum Installed Capacity
Requirement based on the Installed Reserve Margin accepted by the Commission and applicable
to the Capability Year which begins in the Capability Year in which the independent consultant’s

final report is issued; and for any New Capacity Zone equal to the Indicative NCZ Locational

Minimum Installed Capacity Requirement determined by the NYI1SO in accordance with Section

5.16.3. The periodic review shall also assess (i) the appropriate shape and slope of the ICAP
Demand Curves, and the associated point at which the dollar value of the ICAP Demand Curves
should decline to zero; and (ii) the appropriate translation of the annual net revenue requirement
of the peaking plant determined from the factors specified above, into monthly values that take
into account seasonal differences in the amount of capacity available in the ICAP Spot Market
Auctions. For purposes of this periodic review, a peaking unit is defined as the unit with
technology that results in the lowest fixed costs and highest variable costs among all other units’
technology that are economically viable, and a peaking plant is defined as the number of units
(whether one or more) that constitute the scale identified in the periodic review.

The periodic review shall be conducted in accordance with the schedule and procedures
specified in the 1SO Procedures. A proposed schedule will be reviewed with the stakeholders not
later than May 30 of the year prior to the year of the filing specified in (xi) below. The schedule

and procedures shall provide for:



514.1.2.1 ISO development, with stakeholder review and comment, of a request for
proposals to provide independent consulting services to determine recommended
values for the factors specified above, and appropriate methodologies for such
determination;

514.1.2.2 Selection of an independent consultant in accordance with the request for
proposals;

5.14.1.2.3 Submission to the ISO and the stakeholders of a draft report from the
independent consultant on the independent consultant’s determination of
recommended values for the factors specified above;

514.1.2.4 Stakeholder review of and comment on the data, assumptions and
conclusions in the independent consultant’s draft report, with participation by the
responsible person or persons providing the consulting services;

5.14.1.2.5 An opportunity for the Market Monitoring Unit to review and comment on
the draft request for proposals, the independent consultant’s report, and-the 1ISO’s
proposed ICAP Demand Curves (the responsibilities of the Market Monitoring
Unit that are addressed in this section of the Services Tariff are also addressed in
Section 30.4.6.3.1 of Attachment O;

5.14.1.2.6 Issuance by the independent consultant of a final report;

5.14.1.2.7 Issuance of a draft of the ISO’s recommended adjustments to the ICAP
Demand Curves for stakeholder review and comment;

5.14.1.2.8 Issuance of the 1SO’s proposed ICAP Demand Curves, taking into account

the report of the independent consultant, the recommendations of the Market



Monitoring Unit, and the views of the stakeholders together with the rationale for
accepting or rejecting any such inputs;
5.14.1.2.9 Submission of stakeholder requests for the ISO Board of Directors to
review and adjust the 1SO’s proposed ICAP Demand Curves;
5.14.1.2.10  Presentations to the ISO Board of Directors of stakeholder views on the
ISO’s proposed ICAP Demand Curves; and
5.14.1.2.11  Filing with the Commission of ICAP Demand Curves as approved by the
ISO Board of Directors incorporating the results of the periodic review, such
filing to be made not later than November 30 of the year prior to the year that
includes the beginning of the first Capability Year to which such ICAP Demand
Curves would be applied. The filing shall specify ICAP Demand Curves for a
period of three Capability Years.
Upon FERC approval, the ICAP Demand Curves will be translated into Unforced
Capacity terms in accordance with the 1SO Procedures; provided that nothing in this Tariff shall
be construed to limit the ability of the ISO or its Market Participants to propose and adopt

alternative provisions to this Tariff through established governance procedures.

5.14.1.3 Supplemental Supply Fee

Any LSE that has not met its share of the NYCA Minimum Installed Capacity
Requirement or its share of the Locational Minimum Installed Capacity Requirement after the
completion of an ICAP Spot Market Auction, shall be assessed a supplemental supply fee equal
to the applicable Market-Clearing Price of Unforced Capacity determined in the ICAP Spot

Market Auction multiplied by the number of MWs the LSE needs to meet its share of the NYCA



Minimum Installed Capacity Requirement or its share of the Locational Minimum Installed
Capacity Requirement.

The I1SO will attempt to use these supplemental supply fees to procure Unforced Capacity
at a price less than or equal to the applicable Market-Clearing Price of Unforced Capacity
determined in the ICAP Spot Market Auction from Installed Capacity Suppliers that are capable
of supplying Unforced Capacity including: (1) Installed Capacity Suppliers that were not
qualified to supply Capacity prior to the ICAP Spot Market Auction; (2) Installed Capacity
Suppliers that offered Unforced Capacity at levels above the ICAP Spot Market Auction Market-
Clearing Price; and (3) Installed Capacity suppliers that did not offer Unforced Capacity in the
ICAP Spot Market Auction. In the event that different Installed Capacity Suppliers offer the
same price, the 1SO will give preference to Installed Capacity Suppliers that were not qualified to
supply capacity prior to the ICAP Spot Market Auction.

Offers from Installed Capacity Suppliers are subject to review pursuant to the Market
Monitoring Plan that is set forth in Attachment O to the Services Tariff, and the Market
Mitigation Measures that are set forth in Attachment H to the Services Tariff. Installed Capacity
Suppliers selected by the 1SO to provide capacity after the ICAP Spot Market Auction will be
paid a negotiated price, subject to the standards, procedures and remedies in the Market
Mitigation Measures.

The ISO will not pay an Installed Capacity Supplier more than the applicable Market-
Clearing Price of Unforced Capacity determined in the ICAP Spot Market Auction per MW of
Unforced Capacity, or, in the case of In-City generation that is subject to capacity market
mitigation measures, the annual mitigated price cap per MW of Unforced Capacity, whichever is

less, pro-rated to reflect the portion of the Obligation Procurement Period for which the Installed



Capacity Supplier provides Unforced Capacity. Any remaining monies collected by the ISO

pursuant to this section will be applied in accordance with Section 5.14.3 of the Services Tariff.

5.14.2 Installed Capacity Supplier Shortfalls and Deficiency Payments

In the event that an Installed Capacity Supplier sells in the Capability Period Auctions, in
the Monthly Auctions, or through Bilateral Transactions more Unforced Capacity than it is
qualified to sell in any specific month due to a de-rating or other cause, the Installed Capacity
Supplier shall be deemed to have a shortfall for that month. To cover this shortfall, the Installed
Capacity Supplier shall purchase sufficient Unforced Capacity in the relevant Monthly Auction
or through Bilateral Transactions, and certify to the ISO consistent with the ISO Procedures that
it has covered such shortfall. If the Installed Capacity Supplier does not cover such shortfall or if
it does not certify to the ISO in a timely manner, the ISO shall prospectively purchase Unforced
Capacity on behalf of that Installed Capacity Supplier in the appropriate ICAP Spot Market
Auction or through post ICAP Spot Market Auction Unforced Capacity purchases to cover the
shortfall.

If the Installed Capacity Supplier is a Responsible Interface Party, the shortfall shall be
computed for each Load Zone separately, in increments of 0.1 MW, as the total of the amount of
UCAP sold for a month in a Capability Period Auction or a Monthly Auction and certified prior
to that month’s ICAP Spot Market Auction, the UCAP sold in that month’s ICAP Spot Market
Auction, and the UCAP sold as a Bilateral Transaction and certified prior to that month’s ICAP
Spot Market Auction that is greater than the greatest quantity MW reduction achieved during a
single hour in a test or event called by the ISO in the Capability Period as confirmed by data by
the I1SO in accordance with 1SO Procedures (or the value of zero if data is not received by the

ISO in accordance with such procedures).



If the Installed Capacity Supplier is a Responsible Interface Party, after each Special Case
Resource with a Provisional Average Coincident Load has its Average Coincident Load
determined for the Capability Period in which it had a Provisional Average Coincident Load
(such determination in accordance with 1SO Procedures and without regard to whether the
resource was registered to the same Responsible Interface Party at the time of the ACL
determination), the 1SO shall determine if there is a shortfall due to the Provisional Average
Coincident Load being higher than the Average Coincident Load. This shortfall will be equal to
the value, if positive, of (x) the sum of (i) the amount of UCAP a Responsible Interface Party
sold in an Monthly or an ICAP Spot Market Auction or certified Bilateral Transactions for a
Special Case Resource and (ii) the Special Case Resource’s actual metered demand for the
month in accordance with 1SO Procedures, minus (y) the Special Case Resource’s Average
Coincident Load. If the ISO does not receive data to determine the Average Coincident Load in
accordance with 1SO Procedures, for each Capability Period a Special Case Resource had a
Provisional Average Coincident Load, for purposes of determining the shortfall, the Average
Coincident Load shall equal zero.

In the event that an External Installed Capacity Supplier fails to deliver to the NYCA the
Energy associated with the Unforced Capacity it committed to the NYCA due to a failure to
obtain appropriate transmission service or rights, the External Installed Capacity Supplier shall
be deemed to have a shortfall from the last time the External Installed Capacity Supplier
“demonstrated” delivery of its Installed Capacity Equivalent (“ICE”), or any part thereof, until it
next delivers its ICE or the end of the term for which it certified the applicable block of Unforced
Capacity, whichever occurs first, subject to the limitation that any prior lack of demonstrated

delivery will not precede the beginning of the period for which the Unforced Capacity was



certified. An External Installed Capacity Supplier deemed to have a shortfall shall be required to
pay to the ISO a deficiency charge equal to one and one-half times the applicable Market-
Clearing Price of Unforced Capacity determined in the ICAP Spot Market Auction for the
applicable month, prorated for the number of hours in the month that External Installed Capacity
Supplier is deemed to have a shortfall (i.e., (((deficiency charge + 12 months) + total number of
hours in month when shortfall occurred) * number of hours the shortfall lasted) * number of
MWs of shortfall).

The ISO shall submit a Bid, calculated pursuant to Section 5.14.1 of this Tariff, in the
appropriate ICAP Spot Market Auction on behalf of an Installed Capacity Supplier deemed to
have a shortfall as if it were an LSE. Such Installed Capacity Supplier shall be required to pay to
the 1SO the applicable Market-Clearing Price of Unforced Capacity established in that ICAP
Spot Market Auction. Immediately following the ICAP Spot Market Auction, the ISO may
suspend the Installed Capacity Supplier’s privileges to sell or purchase Unforced Capacity in
ISO-administered Installed Capacity auctions or to submit Bilateral Transactions to the NY1SO.
Once the Installed Capacity Supplier pays for or secures the payment obligation that it incurred
in the ICAP Spot Market Auction, the ISO shall reinstate the Installed Capacity Supplier’s
privileges to participate in the ICAP markets.

In the event that the ICAP Spot Market Auction clears below the NYCA Minimum
Installed Capacity Requirement or the Locational Minimum Installed Capacity Requirement,
whichever is applicable to the Installed Capacity Supplier, the Installed Capacity Supplier shall
be assessed the applicable deficiency charge equal to the applicable Market-Clearing Price of
Unforced Capacity determined in the ICAP Spot Market Auction, times the amount of its

shortfall.



If an Installed Capacity Supplier is found, at any point during a Capability Period, to have
had a shortfall for that Capability Period, e.g., when the amount of Unforced Capacity that it
supplies is found to be less than the amount it was committed to supply, the Installed Capacity
Supplier shall be retrospectively liable to pay the ISO the monthly deficiency charge equal to one
and one-half times the applicable Market-Clearing Price of Unforced Capacity determined in the
ICAP Spot Market Auction for each month the Installed Capacity Supplier is deemed to have a
shortfall.

Any remaining monies collected by the ISO pursuant to Section 5.14.1 and 5.14.2 will be

applied as specified in Section 5.14.3.

5.14.3 Application of Installed Capacity Supplier Deficiency Charges

Any remaining monies collected by the 1SO through supplemental supply fees or
Installed Capacity Supplier deficiency charges pursuant to Section 5.14.1 but not used to procure
Unforced Capacity on behalf of LSEs or Installed Capacity suppliers deemed to have a shortfall

shall be applied as provided in this Section 5.14.3.

5.14.3.1 General Application of Deficiency Charges

Except as provided in Section 5.14.3.2, remaining monies will be applied to reduce the

Rate Schedule 1 charge in the following month.

5.14.3.2 Installed Capacity Rebates

Q) New York City
If an Unforced Capacity shortfall exists during any month, the ISO shall rebate any
remaining unspent deficiency charges or supplemental supply fees collected for that month for

the New York City Locality allocated among all LSEs in that Locality in proportion to their



share of the applicable Locational Minimum Installed Capacity Requirement. Rebates shall
include interest accrued between the time payments were collected and the time that rebates are
paid.

(i) Long Island

If an Unforced Capacity shortfall exists during any month, the 1SO shall rebate any
remaining unspent deficiency charges or supplemental supply fees collected for that month for
the Long Island Locality, allocated among all LSEs in that Locality in proportion to their share
of the applicable Locational Minimum Installed Capacity Requirement. Rebates shall include
interest accrued between the time payments were collected and the time that rebates are paid.

(ili))  Rest of State

If an Unforced Capacity shortfall exists during any month, the 1SO shall rebate any
remaining unspent deficiency charges or supplemental supply fees collected for that month for
the Rest of State requirements, allocated among all LSEs in each of the two Localities, New
York City and Long Island, and in Rest of State, in proportion to each LSE’s share of the NYCA
Minimum Installed Capacity Requirement less that LSE’s Locational Minimum Installed
Capacity Requirement. Rebates shall include interests accrued between the time payments were

collected and the time that rebates are paid.



5.16 New Capacity Zone Study and Procedures
Capitalized terms used in this Section 5.16 and not defined in this Services Tariff shall

have the meaning set forth in the Open Access Transmission Tariff.
The 1SO shall conduct the New Capacity Zone study in accordance with this Section
(“NCZ Study™) and provide a written report of the results to stakeholders on or before January 15

in each ICAP Demand Curve Reset Filing Year.

6.1 NCZ St Meth |
5.16.1.1 The NCZ Study, developed in accordance with ISO Procedures, will test,
under summer peak system conditions, using the following assumptions and

methodology:

5.16.1.1.1 The following assumptions will be applied: (i) transmission facilities

(other than existing merchant transmission projects) identified as existing in the
ISO’s Load and Capacity Data report most recently published prior to the NCZ
Study Start Date; (ii) all firm plans for changes to transmission facilities b
Transmission Owners in the ISO’s Load and Capacity Data report most recently
published prior to the NCZ Study Start Date scheduled to be in-service prior to
the NCZ Study Capability Period; (iii) planned generation projects or Merchant
Transmission Facilities that have accepted either (a) Deliverable MW or (b) a

System Deliverability Upgrade cost allocation and provided cash or posted

required security pursuant to OATT Attachment S, which for (a) and (b) is from

[e}]

Class Year Final Decision Round that occurs prior to the NCZ Study Start Date

subject to Section 5.16.1.1.2); (iv) System Upagrade Facilities and System




except that System Deliverability Upgrades where construction of the System
Deliverability Upgrade has been deferred pursuant to OATT Attachment S
Sections 25.7.12.2 and 25.7.12.3 will only be included if construction of the

System Deliverability Upgrades has been triggered under OATT Attachment S

Section 25.7.12.3; (v) all transmission retirements and derates identified in the

ISO’s Load and Capacity Data report most recently published prior to the NCZ

Study Start Date and scheduled to occur prior to the NCZ Study Capability

Period; (vi) all existing Generators with CRIS identified in, and all projects with

Unforced Capacity Deliverability Rights on the date of, the ISO’s Load and
Capacity Data report most recently published prior to the NCZ Study Start Date;
and all CRIS rights from resources considered “deactivated” as defined in OATT
Attachment S Section 25.9.3.1 unless the ability to transfer those rights has
expired without completing a transfer as permitted under OATT Attachment S
Section 25.9.4 or 25.9.5 as of the NCZ Study Start Date; and (vii) any transfer of
CRIS rights pursuant to OATT Attachment S not identified in the Load and
Capacity Data report most recently published prior to the NCZ Study Start Date
but is completed and the transferee is operational prior to the NCZ Study Start
Date.

5.16.1.1.2 Planned generation and Merchant Transmission Facilities identified
pursuant to Section 5.16.1.1.1 will be excluded and not recognized in the NCZ
Study if (a) the Commission has accepted the cancellation or termination of a rate
schedule consisting of an Interconnection Agreement (absent the filing of another
Interconnection Agreement for the project), or (b) for projects that either do not



have an executed Interconnection Agreement or have an executed Interconnection
Agreement that is (i) not required to be filed with the Commission or (ii) is
required to be filed but has not yet been filed, the ISO receives written notice
from the project that it is withdrawing from the interconnection gueue and/or a
Notice of Termination under the interconnection agreement.

5.16.1.1.3  The Load forecast used will be the NCZ Study Capability Period peak
demand forecast contained in the ISO’s Load and Capacity Data report most

recently published prior to the NCZ Study Start Date.

5.16.1.1.4 The base case conditioning steps contained in OATT Attachment S

Sections 25.7.8.2.3 (excluding and not recognizing MW of CRIS reguested by

Developers other than CRIS identified in Section 5.16.1.1.1 (iii), 25.7.8.2.4, 25.

7.8.2.5, 25.7.8.2.10, and 25.7.8.2.11, will be applied to the above inputs and
assumptions.
5.16.1.1.5 The ISO will perform the NCZ Study by applying to the above inputs and

assumptions the methodology contained in OATT Attachment S Sections

25.7.8.2.6, 25.7.8.2.7, 25.7.8.2.8, 25.7.8.2.9, 25.7.8.2.12, and 25.7.8.2.13 to

Highways. Deliverability will be determined through a shift from generation to
generation within each Capacity Region that contains Highways. Each such
Capacity Region will be tested on an individual basis.

5.16.1.2 On or before October 1 of the year prior to an ICAP Demand Curve Reset
Filing Year, the ISO will review the inputs and assumptions for the NCZ Study

with stakeholders and provide an opportunity for stakeholders to comment.



5.16.1.3 The ISO shall provide an opportunity for the Market Monitoring Unit to

review and comment on the NCZ Study consistent with Services Tariff

Attachment O Section 30.4.6.3.2.

5.16.2 New Capacity Zone Boundary

The 1SO shall identify the boundary of a New Capacity Zone if there is a constrained

Highway interface into one or more Load Zones. The boundary of the New Capacity Zone may
encompass a single constrained Load Zone or group of Load Zones including one or more
constrained Load Zones on the constrained side of the Highway. In determining the New
Capacity Zone boundary, the ISO shall consider the extent to which incremental Capacity in
individual constrained Load Zones could impact the reliability and security of constrained Load

Zones, taking into account interface capability between constrained Load Zones.

.16. Indicative NCZ Locational Minimum Install ity Requirement
For each Load Zone or groups of Load Zones identified in the NCZ Study as having a
constrained Highway Interface, on or before March 1 of each ICAP Demand Curve Reset Filing
Year, the ISO shall determine Indicative NCZ L ocational Minimum Installed Capacity
Requirement. The ISO shall provide an opportunity to stakeholders to review and comment on
the Indicative NCZ Locational Minimum Installed Capacity Requirement. This Indicative NCZ

Locational Minimum Installed Capacity Requirement will be used solely for establishing revised

ICAP Demand Curves in accordance with 5.14.1.2.

5.16.4 NCZ Report
On or before March 31 of an ICAP Demand Curve Reset Filing Year,



(a) If the NCZ Study identifies a constrained Highway Interface, the ISO shall file for
Commission review proposed tariff revisions necessary to establish and recognize
the New Capacity Zone or Zones, and shall include in the filing a report of the
results of the NCZ Study. If the 1SO proposes that a New Capacity Zone that is
comprised of a group of Load Zones instead of a single Load Zone, the ISO shall
include in the filing the basis for its determination, consistent with Section 5.16.2.

b If the NCZ Study does not identify a constrained Highway interface, the ISO shall
file with the Commission the 1SO’s determination that the NCZ Study did not
indicate that any New Capacity Zone is required pursuant to this process, along
with a report of the results of the NCZ Study.

The I1SO shall provide an opportunity for the Market Monitoring Unit to review and

comment on the NCZ Study and any proposed tariff revisions, consistent with Services Tariff

Attachment O Section 30.4.6.3.2.



5.167 Expedited Dispute Resolution Procedures

5.167.1  Five-Day Consultation Period

Parties to a dispute involving a matter that is subject to the procedures of this section
must immediately confer and attempt to resolve the dispute on an informal basis. If the parties
are unable to resolve the dispute within five (5) calendar days by mutual agreement, the dispute

shall be immediately submitted to the 1SO’s Dispute Resolution Administrator (“DRA?”).

5.167.2  Written Submissions

Immediately upon conclusion of the five-day consultation period, the party requesting the
dispute resolution shall submit to the DRA and all other parties to the dispute, a concise written
statement specifying that expedited dispute resolution under this section is requested and
describing the nature of the dispute, the issues to be resolved and the specific award requested.
The party opposing the requested relief shall then have five (5) calendar days to submit to the
DRA and the party requesting the dispute resolution, a concise written response which shall

include a proposed disposition of the dispute.

5.167.3  Appointment of the Arbitrator

The DRA shall keep at all times a list of ten (10) qualified arbitrators for matters which
may be subject to the procedures of this section. Within five (5) calendar days of receipt of a
request for dispute resolution under this section, the DRA shall appoint one arbitrator from that
list to preside over the dispute. The arbitrator shall be selected by the DRA by randomly
drawing names from the list until an available arbitrator is found. If none of the arbitrators on
the list is available, the DRA shall appoint a qualified arbitrator to preside over the dispute. No

person shall be eligible to act as an arbitrator who is a past or present officer, employee of, or



consultant to any of the disputing parties, or of an entity related to or affiliated with any of the
disputing parties, or is otherwise interested in the matter to be arbitrated except upon the express
written consent of the parties. Any individual appointed as an arbitrator shall make known to the
disputing parties any such disqualifying relationship or interest and a new arbitrator shall be

appointed by the DRA, unless express written consent is provided by each party.

5.167.4  Arbitration Proceeding

There shall be no right to discovery between the parties, including, but not limited to,
depositions, interrogatories or other information requests. The arbitrator may request, and the
parties shall produce, any information in addition to the written statements that is deemed by the
arbitrator to be relevant to the issues presented. The arbitrator shall resolve the arbitration matter
solely on the basis of the written statements and evidence submitted by the parties unless, in the
sole discretion of the arbitrator, a hearing is deemed necessary. Any such hearing shall be
limited to one (1) day and conducted in accordance with the procedures determined by the
arbitrator. Absent agreement to the contrary by all parties to the dispute, no person or entity
shall be permitted to intervene. Except as otherwise set forth in this section, the arbitrator will
follow the Commercial Arbitration Rules of the American Arbitration Association and the

expedited procedures contained therein.

5.167.5 Arbitration Award

Within fifteen (15) calendar days of the appointment of the arbitrator, the arbitrator shall
select as an arbitration award the award proposed by one of the parties in their written
submission (except that, in disputes concerning the development of regional Load growth factors
pursuant to Section 5.10 of this Tariff, the arbitration award shall be either the forecast

developed by the Transmission Owner or by the 1SO) and shall render a concise written decision



including findings of fact and the basis for the decision. All costs associated with the time,
expenses, and other charges of the arbitrator shall be borne by the unsuccessful party. Each party
shall bear its own costs, including attorney and expert fees, if any. No award shall be deemed to

be precedential in any other arbitration related to a different dispute.

5.167.6  Limited Appeal

The decision of the arbitrator shall be final and binding upon the parties, except that,
within one year of the arbitration decision, a party may request that any federal, state regulatory
or judicial authority (in the State of New York) having jurisdiction take such action as may be
appropriate with respect to any arbitration decision that is based on fraudulent conduct or

demonstrable bias of the arbitrator.



30.4 Market Monitoring Unit

30.4.1 Mission of the Market Monitoring Unit

The Market Monitoring Unit’s goals are (1) to ensure that the markets administered by
the 1SO function efficiently and appropriately, and (2) to protect both consumers and participants
in the markets administered by the ISO by identifying and reporting Market Violations, market
design flaws and market power abuses to the Commission in accordance with Sections 30.4.5.3

and 30.4.5.4 below.

30.4.2 Retention and Oversight of the Market Monitoring Unit

The Board shall retain a consulting or other professional services firm, or other similar
entity, to advise it on the matters encompassed by Attachment O and to carry out the
responsibilities that are assigned to the Market Monitoring Unit in Attachment O. The Market
Monitoring Unit selected by the Board shall have experience and expertise appropriate to the
analysis of competitive conditions in markets for electric capacity, energy and ancillary services,
and financial instruments such as TCCs, and to such other responsibilities as are assigned to the
Market Monitoring Unit under Attachment O, and must also have sufficient resources and
personnel to be able to perform the Core Functions and other assigned functions.

The Market Monitoring Unit shall be accountable to the non-management members of

the Board, and shall serve at the pleasure of the non-management members of the Board.

30.4.3 Market Monitoring Unit Ethics Standards

The Market Monitoring Unit, including all persons employed thereby, shall comply at all
times with the ethics standards set forth below. The Market Monitoring Unit ethics standards set

forth below shall apply in place of the standards set forth in the ISO’s OATT Attachment F Code



of Conduct, and/or the more general policies and standards that apply to consultants retained by

the 1SO.
30.4.3.1 The Market Monitoring Unit and its employees must have no material
affiliation with any Market Party or Affiliate of any Market Party.
30.4.3.2 The Market Monitoring Unit and its employees must not serve as an

officer, employee, or partner of a Market Party.

30.4.3.3 The Market Monitoring Unit and its employees must have no material
financial interest in any Market Party or Affiliate of a Market Party. Ownership
of mutual funds by Market Monitoring Units and their employees that contain
investments in Market Parties or their Affiliates is permitted so long as: (a) the
fund is publicly traded; (b) the fund’s prospectus does not indicate the objective
or practice of concentrating its investment in Market Parties or their Affiliates;
and (c) the Market Monitoring Unit/Market Monitoring Unit employee does not
exercise or have the ability to exercise control over the financial interests held by
the fund.

30.4.3.4 The Market Monitoring Unit and its employees are prohibited from
engaging in transactions in the markets administered by the ISO, other than in the
performance of duties under the 1SO’s Tariffs. This provision shall not, however,
prevent the Market Monitoring Unit, or its employees, from purchasing
electricity, power and Energy as retail customers for their own_account and
consumption.

30.4.3.5 The Market Monitoring Unit and its employees must not be compensated,

other than by the ISO, for any expert witness testimony or other commercial



services, in connection with any legal or regulatory proceeding or commercial
transaction relating to the I1SO or to the markets that the ISO administers.

30.4.3.6 The Market Monitoring Unit and its employees may not accept anything
that is of more than de minimis value from a Market Party.

30.4.3.7 The Market Monitoring Unit and its employees must advise the Board in
the event they seek employment with a Market Party, and must disqualify
themselves from participating in_any matter that could have an effect on the
financial interests of that Market Party until the outcome of the matter is
determined.

30.4.3.8 If the Market Monitoring Unit or any of its employees provide services to
entities other than the 1SO, the Market Monitoring Unit shall provide to the 1ISO’s
Board, and shall regularly update, a list of such entities and services. When the
Market Monitoring Unit issues an opinion, report or recommendation to, for or
addressing the 1SO or the markets it administers that relates to, or could
reasonably be expected to affect, an entity (other than the 1SO) to which the
Market Monitoring Unit or its employees provide services, the Market Monitoring
Unit shall inform the 1SO’s Board of the opinion, report or recommendation it has
issued, and that its opinion, report or recommendation relates to, or could
reasonably be expected to affect, an entity to which the Market Monitoring Unit

or its employees provide services.

30.4.4 Duties of the Market Monitoring Unit

The Market Monitoring Unit shall advise the Board, shall perform the Core Functions

specified in Section 30.4.5 of Attachment O, and shall have such other duties and responsibilities



as are specified in Attachment O. The Market Monitoring Unit may, at any time, bring any
matter to the attention of the Board that the Market Monitoring Unit may deem necessary or
appropriate for achieving the purposes, objectives and effective implementation of
Attachment O.

The Market Monitoring Unit shall not participate in the administration of the ISO’s
Tariffs, except for performing its duties under Attachment O. The Market Monitoring Unit shall
not be responsible for performing purely administrative duties, such as enforcement of late fees
or Market Party reporting obligations, that are not specified in Attachment O. The Market
Monitoring Unit may (i) provide, or assist the 1SO’s efforts to develop, the inputs required to
conduct mitigation, and (ii) assist the 1SO’s efforts to conduct “retrospective” mitigation (see
Order 719 at PP. 369, 375) that does not change bids or offers (including physical bid or offer
parameters) at or before the time such bids or offers (including physical bid or offer parameters)

are considered in the 1SO’s market solution.

30.4.5 Core Market Monitoring Functions

The Market Monitoring Unit shall be responsible for performing the following Core
Functions:

30451 Evaluate existing and proposed market rules, tariff provisions and market
design elements and recommend proposed rule and tariff changes to the ISO, to
the Commission’s Office of Energy Market Regulation staff, and to other
interested entities, including the New York Public Service Commission, and
participants in the ISO’s stakeholder governance process. Provided that:

30.4.5.1.1 The Market Monitoring Unit is not responsible for systematic review of

every tariff and market rule; its role is monitoring, not audit.



30.4.5.1.2 The Market Monitoring Unit is not to effectuate its proposed market
design itself.

30.4.5.1.3 The Market Monitoring Unit’s role in recommending proposed rule and
Tariff changes is advisory in nature, unless a Tariff provision specifically
concerns actions to be undertaken by the Market Monitoring Unit itself.

30.45.1.4 The Market Monitoring Unit must limit distribution of issues or concerns
it identifies, and its recommendations to the 1SO and to Commission staff in the
event it believes broader dissemination could lead to exploitation. Limited
distributions should include an explanation of why further dissemination should
be avoided at that time.

30.45.2 Review and report on the performance of the wholesale markets to the
ISO, the Commission, and other interested entities such as the New York Public
Service Commission and participants in its stakeholder governance process on at
least a quarterly basis, and issue a more comprehensive annual state of the market
report. The Market Monitoring Unit may issue additional reports as necessary.

30.4.5.2.1 In order to perform the Core Functions, the Market Monitoring Unit shall
perform daily monitoring of the markets that the 1ISO administers. The Market
Monitoring Unit’s daily monitoring shall include monitoring of virtual bidding.

30.4.5.2.2 The Market Monitoring Unit shall submit drafts of each of its reports to
the ISO for review and comment sufficiently in advance of the report’s issuance
to provide an effective opportunity for review and comment by the ISO. The

Market Monitoring Unit may disregard any suggestions with which it disagrees.



The ISO may not alter the reports prepared by the Market Monitoring Unit, nor
dictate the Market Monitoring Unit’s conclusions.

30.4.5.3 Identify and notify the Commission staff of instances in which a Market
Party’s or the ISO’s behavior may require investigation, including, but not limited
to, suspected Market Violations.

30.453.1 Except as provided in Section 30.4.5.3.2 below, in compliance
with § 35.28(g)(3)(iv) of the Commission’s regulations (or any successor
provisions thereto) the Market Monitoring Unit shall submit a non-public referral
to the Commission in all instances where it has obtained sufficient credible
information to believe a Market Violation has occurred. Once the Market
Monitoring Unit has obtained sufficient credible information to warrant referral to
the Commission, the Market Monitoring Unit shall immediately refer the matter
to the Commission and desist from further investigation of independent action
related to the alleged Market Violation, except at the express direction of the
Commission or Commission staff. The Market Monitoring Unit may continue to
monitor for repeated instances of the reported activity by the same or other
entities and shall respond to requests from the Commission for additional
information in connection with the alleged Market Violation it has referred.

30.4.5.3.2 The Market Monitoring Unit is not required to refer the actions (or
failures to act) listed in this Section 30.4.5.3.2 to the Commission as Market
Violations, because they have: (i) already been reported by the ISO as a Market
Problem under Article 3.5.1 of the 1SO Services Tariff; and/or (ii) because they

pertain to actions or failures that: (a) are expressly set forth in the 1SO’s Tariffs;



(b) involve objectively identifiable behavior; and (c) trigger a sanction or other
consequence that is expressly set forth in the ISO Tariffs and that is ultimately
appealable to the Commission. The actions (or failures to act) that are exempt
from mandatory referral to the Commission are:

30.4.5.3.2.1 failure to meet a Contract or Non-Contract CRIS MW Commitment
pursuant to Sections 25.7.11.1.1 and 25.7.11.1.2 of Attachment S to the ISO
OATT that results in a charge or other a sanction under Section 25.7.11.1.3 of
Attachment S of the ISO OATT;

30.4.5.3.2.2 Black Start performance that results in reduction or forfeitures of
payments under Rate Schedule 5 to the ISO Services Tariff;

30.4.5.3.2.3 any failure by the ISO to meet the deadlines for completing System Impact
Studies, or any failure by a Transmission Owner to meet the deadlines for
completing Facilities Studies, under Sections 3.7 and 4.5 of the ISO OATT that
results in the filing of a notice and/or the imposition of sanctions under those
provisions;

30.4.5.3.2.4 failure of a Market Party to comply with the ISO’s creditworthiness
requirements set forth in Attachment K of the 1SO Services tariff, or other action,
that triggers sanctions under Section 7.5 of the ISO Services Tariff or Section
2.7.5 of the ISO OATT, specifically: (i) failure of a Market Party to make timely
payment under Section 7.2.2 of the 1ISO Services Tariff or Section 2.7.3.2 of the
ISO OATT that triggers a sanction under Sections 7.5.3(i) or 7.5.3(iv) of the ISO
Services Tariff, or Sections 2.7.5.3(i), 2.7.5.3(iv), or 2.7.5.4 of the ISO OATT; (ii)

failure of a Market Party to comply with a demand for additional credit support



under Article 26.6 of Attachment K of the ISO Services Tariff that triggers a
sanction under Section 7.5.3(i) of the ISO Services Tariff or Section 2.7.5.3(i) of
the ISO OATT; (iii) failure of a Market Party to cure a default in another
ISO/RTO market under Sections 7.5.3(iii) of the 1SO Services Tariff, or Section
2.7.5.3(iii) of the ISO OATT that triggers a sanction under either of those tariff
provisions; (iv) failure of a Market Party that has entered into a Prepayment
Agreement with the 1SO under Appendix K-1 to Attachment K to the ISO
Services Tariff to make payment in accordance with the terms of the Prepayment
Agreement that triggers a sanction under the Prepayment Agreement or 7.5.3(i) of
the I1SO Services Tariff; and (v) failure of a Market Party to make timely payment
on two occasions within a rolling twelve month period under Section 7.5.3(iv) of
the I1SO Services Tariff, or Section 2.7.5.3(iv) of the ISO OATT that triggers a
sanction under either of those provisions.

30.4.5.3.2.5 bidding in a manner that results in a penalty under Section 23.4.3.3.4 of
the Market Mitigation Measures.

30.4.5.3.2.6  submission of inaccurate fuel type information into the Day-Ahead Market
that results in a penalty under Section 23.4.3.3.3.3 of the Market Mitigation
Measures.

30.4.5.3.2.7 submission of inaccurate fuel type and/or fuel price information into the
Real-Time Market that results in a penalty under Section 23.4.3.3.3.4 of the
Market Mitigation Measures.

To the extent the above list enumerates specific Tariff provisions, the exclusions

specified above shall also apply to re-numbered and/or successor provisions thereto. The Market



Monitoring Unit is not precluded from referring any of the activities listed above to the
Commission.

30.4.5.4 Identify and notify the Commission staff of perceived market design flaws
that could be effectively remedied by rule or tariff changes.

30.45.4.1 In compliance with 8 35.28(g)(3)(v) of the Commission’s regulations (or
any successor provisions thereto) the Market Monitoring Unit shall submit a
referral to the Commission when the Market Monitoring Unit has reason to
believe that a market design flaw exists, that the Market Monitoring Unit believes
could effectively be remedied by rule or tariff changes.

30.45.4.1.1 If the Market Monitoring Unit believes broader dissemination of the
possible market design flaw, and its recommendation could lead to exploitation,
the Market Monitoring Unit shall limit distribution of its referral to the 1SO and to
the Commission. The referral shall explain why further dissemination should be
avoided.

30.4.5.4.1.2 Following referral of a possible market design flaw, the Market
Monitoring Unit shall continue to provide to the Commission additional
information regarding the perceived market design flaw, its effects on the market,
any additional or modified observations concerning the Market Monitoring Unit’s
proposed market rule or tariff change, any recommendations made by the Market
Monitoring Unit to the ISO, its stakeholders, Market Parties or state public service
commissions regarding the perceived market design flaw, and any actions taken

by the I1SO regarding the perceived market design flaw.



30.4.6 Market Monitoring Unit Responsibilities Set Forth Elsewhere in the 1ISO’s
Tariffs

30.4.6.1 Supremacy of (Attachment O)

Provisions addressing the Market Monitoring Unit, its responsibilities and its authority,
have been centralized in Attachment O. However, provisions that address the Market
Monitoring Unit can also be found in the Market Mitigation Measures that are set forth in
Attachment H to the 1SO Services Tariff, and elsewhere in the 1SO’s Tariffs. In the event of any
inconsistency between the provisions of Attachment O and any other provision of the ISO
OATT, the 1SO Services Tariff, or any of their attachments and schedules, with regard to the
Market Monitoring Unit, its responsibilities and its authority, the provisions of Attachment O

shall control.

30.4.6.2 Market Monitoring Unit responsibilities set forth in the Market
Mitigation Measures

30.4.6.2.1 The ISO and its Market Monitoring Unit shall monitor the markets the
ISO administers for conduct that the 1SO or the Market Monitoring Unit
determine constitutes an abuse of market power but that does not trigger the
thresholds specified in the Market Mitigation Measures for the imposition of
mitigation measures by the I1SO. If the ISO identifies or is made aware of any
such conduct, and in particular conduct exceeding the thresholds for presumptive
market effects specified in Section 23.3.2.3 of the Market Mitigation Measures, it
shall make a filing under § 205 of the Federal Power Act, 16 U.S.C. § 824d
(1999) (8§ 205”) with the Commission requesting authorization to apply
appropriate mitigation measures. Any such filing shall identify the particular

conduct the ISO believes warrants mitigation, shall propose a specific mitigation



measure for the conduct, shall incorporate or address the recommendation of its
Market Monitoring Unit, and shall set forth the 1SO’s justification for imposing
that mitigation measure. The Market Monitoring Unit’s reporting obligations are
specified in Sections 30.4.5.3 and 30.4.5.4 of Attachment O. See Market
Mitigation Measures Section 23.1.2.

30.4.6.2.2 The ISO and the Market Monitoring Unit shall monitor the 1ISO
Administered Markets for other categories of conduct, whether by a single firm or
by multiple firms acting in concert, that have material effects on prices or
guarantee payments in an ISO Administered Market. See Market Mitigation
Measures Section 23.2.4.4.

30.4.6.2.3 If (i) the ISO determines, following consultation with the Market Party
and review by the Market Monitoring Unit, that the Market Party or its
representative has, over a time period of at least one week, submitted inaccurate
fuel type or fuel price information that was, taken as a whole, biased in the
Market Party’s favor, then the 1ISO shall cease using the fuel type and fuel price
information submitted to the 1SO’s Market Information System along with the
Generator’s Bid(s) to develop reference levels for the affected Generator(s) in the
relevant (Day-Ahead or real-time) market for the durations specified in Sections
23.1.4.7.8.1, 23.3.1.4.7.8.2, and 23.3.1.4.7.8.3 of the Mitigation Measures. See
Section 23.3.1.4.7.8 of the Market Mitigation Measures

30.4.6.2.4 When it has the capability to do so, the ISO shall determine the effect on
prices or guarantee payments of questioned conduct through the use of sensitivity

analyses performed using the ISO’s SCUC, RTC and RTD computer models, and



such other computer modeling or analytic methods as the ISO shall deem
appropriate following consultation with its Market Monitoring Unit. See Market
Mitigation Measures Section 23.3.2.2.1.

30.4.6.2.5 Pending development of the capability to use automated market models,
the ISO, following consultation with its Market Monitoring Unit, shall determine
the effect on prices or guarantee payments of questioned conduct using the best
available data and such models and methods as they shall deem appropriate. See
Market Mitigation Measures Section 23.3.2.2.2.

30.4.6.2.6 If through the application of an appropriate index or screen or other
monitoring of market conditions, conduct is identified that (i) exceeds an
applicable threshold, and (ii) has a material effect, as specified above, on one or
more prices or guarantee payments in an 1ISO Administered Market, the 1SO shall,
as and to the extent specified in Attachment O or in Section 23.3.3.2 of the
Market Mitigation Measures, contact the Market Party engaging in the identified
conduct to request an explanation of the conduct. If a Market Party anticipates
submitting bids in a market administered by the ISO that will exceed the
thresholds specified in Section 23.3.1 of the Market Mitigation Measures for
identifying conduct inconsistent with competition, the Market Party may contact
the ISO to provide an explanation of any legitimate basis for any such changes in
the Market Party’s bids. If a Market Party’s explanation of the reasons for its
bidding indicates to the satisfaction of the ISO that the questioned conduct is
consistent with competitive behavior, no further action will be taken. Market

Parties shall ensure that the information they submit to the ISO, including but not



limited to fuel price and fuel type information, is accurate. Except as set forth in
Section 23.3.1.4.7.7 of the Market Mitigation Measures, the ISO may not
retroactively revise a reference level to reflect additional fuel costs if a Market
Party or its representative did not timely submit accurate fuel cost information.
Unsupported speculation by a Market Party does not present a valid basis for the
ISO to determine that Bids that a Market Party submitted are consistent with
competitive behavior, or to determine that submitted costs are appropriate for
inclusion in the 1SO’s development of reference levels. Consistent with Sections
30.6.2.2 and 30.6.3.2 of the Plan, the Market Party shall retain the documents and
information supporting its Bids and the costs it proposes to include in reference
levels. A preliminary determination by the 1SO shall be provided to the Market
Monitoring Unit for its review and comment, and the ISO shall consider the
Market Monitoring Unit’s recommendations before the I1SO issues its decision or
determination to the Market Party. Upon request, the ISO shall consult with a
Market Party or its representative with respect to the information and analysis
used to determine reference levels under Section 23.3.1.4 of the Market
Mitigation Measures for that Market Party’s Generator(s). If cost data or other
information submitted by a Market Party indicates to the satisfaction of the ISO
that the reference levels for that Market Party’s Generator(s) should be changed,
revised reference levels shall be proposed by the ISO, communicated to the
Market Monitoring Unit for its review and comment and, following the 1SO’s
consideration of any recommendation that the Market Monitoring Unit is able to

timely provide, communicated to the Market Party, and implemented by the ISO



as soon as practicable. Changes to reference levels addressed pursuant to the
terms of Section 23.3.3.1.4 of the Market Mitigation Measures shall be
implemented on a going-forward basis commencing no earlier than the date that
the Market Party’s consultation request is received. See Market Mitigation
Measures Sections 23.3.3.1.1 through 23.3.3.1.5.
30.4.6.2.7 With regard to a Market Party’s request for consultation that
satisfies the requirements of Sections 23.3.3.3.1.4 and 23.3.3.3.1.7 of the Market
Mitigation Measures, and consistent with the duties assigned to the 1SO in Section
23.3.3.3.1.7.1 of the Market Mitigation Measures, a preliminary determination by
the 1SO regarding the Market Party’s consultation request shall be provided to the
Market Monitoring Unit for its review and the 1SO shall consider the Market
Monitoring Unit’s recommendations in reaching its decision. See Market
Mitigation Measures Section 23.3.3.3.1.7.1 and 23.3.3.3.1.7.2.

30.4.6.2.8 Reasonably in advance of the deadline for submitting offers in an External
Reconfiguration Market and in accordance with the deadlines specified in ISO
Procedures, the Responsible Market Party for External Sale UCAP may request
the I1SO to provide a projection of ICAP Spot Auction clearing prices for the New
York City Locality over the Comparison Period for the External Reconfiguration
Market. Prior to completing its projection of ICAP Spot Auction clearing prices
for the New York City Locality over the Comparison Period for the External
Reconfiguration Market, the 1SO shall consult with the Market Monitoring Unit
regarding such price projection. See Market Mitigation Measures

Section 23.4.5.4.3.



30.4.6.2.9 Prior to reaching its decision regarding whether the presumption of control
of Unforced Capacity has been rebutted, the ISO shall provide its preliminary
determination to the Market Monitoring Unit for review and comment. See
Market Mitigation Measures Section 23.4.5.5.

30.4.6.2.10  Any proposal or decision by a Market Participant to retire or otherwise
remove an Installed Capacity Supplier from the In-City Unforced Capacity
market, or to de-rate the amount of Installed Capacity available from such
supplier, may be subject to audit and review by the 1SO if the ISO determines that
such action could reasonably be expected to affect Market-Clearing Prices in one
or more ICAP Spot Market Auctions for the New York City Locality subsequent
to such action. Such an audit or review shall assess whether the proposal or
decision has a legitimate economic justification or is based on an effort to
withhold Installed Capacity physically in order to affect prices. The ISO shall
provide the preliminary results of its audit or review to the Market Monitoring
Unit for its review and comment. See Market Mitigation Measures
Section 23.4.5.6.

30.4.6.2.11  When evaluating a request by a Developer or Interconnection Customer
pursuant to Section 23.4.5.7 of the Market Mitigation Measures, the I1SO shall
seek comment from the Market Monitoring Unit on matters relating to the
determination of price projections and cost calculations. See Market Mitigation

Measures Section 23.4.5.7.



30.4.6.3 Market Monitoring Unit responsibilities set forth in the 1ISO Services
Tariff

30.4.6.3.1 The ICAP Demand Curve periodic review schedule and procedures shall
provide an opportunity for the Market Monitoring Unit to review and comment on
the draft request for proposals, the independent consultant’s report, and the ISO’s
proposed ICAP Demand Curves. See ISO Services Tariff Section 5.14.1.2.5.

30.4.6.3.2 The new capacity zone periodic review shall provide an opportunity for

the Market Monitoring Unit to review and comment on the NCZ Study, and any

proposed NCZ tariff revisions. See 1SO Services Tariff Sections 5.16.1.3 and

o1

.16.4.

30.4.6.4 Market Monitoring Unit responsibilities set forth in the Rate Schedules to
the 1SO Services Tariff.

30.4.6.4.1 Responsibilities related to the Regulation Service Demand Curve

In order to respond to operational or reliability problems that arise in real-time, the 1ISO
may procure Regulation Service at a quantity and/or price point different than those specified in
Section 15.3.7 of Rate Schedule 3 to the ISO Services Tariff. The ISO shall post a notice of any
such purchase as soon as reasonably possible and shall report on the reasons for such purchases
at the next meeting of its Business Issues Committee. The 1SO shall also immediately initiate an
investigation to determine whether it is necessary to modify the quantity and price points
specified above to avoid future operational or reliability problems. The 1SO will consult with its
Market Monitoring Unit when it conducts this investigation.

If the 1SO determines that it is necessary to modify the quantity and/or price points
specified above in order to avoid future operational or reliability problems it may temporarily

modify them for a period of up to 90 days. If circumstances reasonably allow, the 1SO will



consult with its Market Monitoring Unit, the Business Issues Committee, the Commission, and
the PSC before implementing any such modification. In all circumstances, the 1SO will consult
with those entities as soon as reasonably possible after implementing a temporary modification.
After the first year the Regulation Service Demand Curve is in place, the ISO shall
perform periodic reviews, subject to the scope requirement specified in Section 15.3.7 of Rate
Schedule 3 to the ISO Services Tariff, and the Market Monitoring Unit shall be given the
opportunity to review and comment on the ISO’s periodic reviews of the Regulation Service

Demand Curve. See Section 15.3.7 of Rate Schedule 3 to the 1SO Services Tariff.

30.4.6.4.2 Responsibilities related to the Operating Reserves Demand Curves

In order to respond to operational or reliability problems that arise in real-time, the 1ISO
may procure any Operating Reserve product at a quantity and/or price point different than those
specified in Section 15.4.7 of Rate Schedule 4 to the 1SO Services Tariff. The ISO shall post a
notice of any such purchase as soon as reasonably possible and shall report on the reasons for
such purchases at the next meeting of its Business Issues Committee. The ISO shall also
immediately initiate an investigation to determine whether it is necessary to modify the quantity
and price points specified above to avoid future operational or reliability problems. The 1SO will
consult with its Market Monitoring Unit when it conducts this investigation.

If the 1ISO determines that it is necessary to modify the quantity and/or price points
specified in Section 15.4.7 of Rate Schedule 4 to the 1SO Services Tariff in order to avoid future
operational or reliability problems it may temporarily modify them for a period of up to 90 days.
If circumstances reasonably allow, the 1SO will consult with its Market Monitoring Unit, the

Business Issues Committee, the Commission, and the PSC before implementing any such



modification. In all circumstances, the 1ISO will consult with those entities as soon as reasonably
possible after implementing a temporary modification.

After the first year the Operating Reserves Demand Curves are in place, the 1SO shall
perform periodic reviews, subject to the scope requirement specified in Section 15.4.7 of Rate
Schedule 4 to the ISO Services Tariff, and the Market Monitoring Unit shall be given the
opportunity to review and comment on the 1SO’s periodic reviews of the Operating Reserve

Demand Curves. See Section 15.4.7 of Rate Schedule 4 to the 1SO Services Tariff.

30.4.6.5 Market Monitoring Unit responsibilities set forth in the Attachments to
the 1SO Services Tariff (other than the Market Mitigation Measures).

30.4.6.5.1 Responsibilities related to Transmission Shortage Cost

The 1SO may periodically evaluate the Transmission Shortage Cost to determine whether
it is necessary to modify the Transmission Shortage Cost to avoid future operational or reliability
problems. The ISO will consult with its Market Monitoring Unit after it conducts this
evaluation.

If the ISO determines that it is necessary to modify the Transmission Shortage Cost in
order to avoid future operational or reliability problems the resolution of which would otherwise
require recurring operator intervention outside normal market scheduling procedures, in order to
avoid among other reliability issues, a violation of NERC Interconnection Reliability Operating
Limits or System Operating Limits, it may temporarily modify it for a period of up to 90 days,
provided however the 1SO shall file such change with the Commission pursuant to § 205 of the
Federal Power Act within 45 days of such modification. If circumstances reasonably allow, the
ISO will consult with its Market Monitoring Unit, the Business Issues Committee, the

Commission, and the PSC before implementing any such modification. In all circumstances, the



ISO will consult with those entities as soon as reasonably possible after implementing a
temporary modification and shall explain the reasons for the change. See Section 17.1.4 of

Attachment B to the 1SO Services Tariff.

30.4.6.5.2 Responsibilities under Appendix 4 to the Operating Protocol for the
Implementation of Commission Opinion No. 476 (the “Operating
Protocol™)

The ISO and PJM and their Market Monitoring Units shall, to the extent compatible with
their respective tariffs and with any other market monitoring procedures that they have filed with
the Commission:

30.4.6.5.2.1 Conduct such investigations as may be necessary to ensure that gaming,

abuse of market power, or similar activities do not take place with regard to
power transfers under the 600/400 MW contracts;

30.4.6.5.2.2 Conduct investigations that go into the region of the other 1SO jointly with

the 1ISO, PJM and both Market Monitoring Units;

30.4.6.5.2.3 Inform each other of any such investigations; and

30.4.6.5.2.4 Share information related to such investigations, as necessary to conduct

joint investigations, subject to the requirements of Section C of Appendix 4 to the
Operating Protocol and Section 30.6.6 of Attachment O.

See Section A of Appendix 4 to Attachment M-1 to the ISO Services Tariff.



30.4.6.6 Market Monitoring Unit responsibilities set forth in the ISO OATT

30.4.6.7 Market Monitoring Unit responsibilities set forth in the Rate Schedules to
the ISO OATT

30.4.6.8 Market Monitoring Unit responsibilities set forth in the Attachments to
the ISO OATT

30.4.6.8.1 Responsibilities related to Transmission Shortage Cost

The ISO may periodically evaluate the Transmission Shortage Cost to determine whether
it is necessary to modify the Transmission Shortage Cost to avoid future operational or reliability
problems. The ISO will consult with its Market Monitoring Unit after it conducts this
evaluation.

If the ISO determines that it is necessary to modify the Transmission Shortage Cost in
order to avoid future operational or reliability problems the resolution of which would otherwise
require recurring operator intervention outside normal market scheduling procedures, in order to
avoid among other reliability issues, a violation of NERC Interconnection Reliability Operating
Limits or System Operating Limits, it may temporarily modify it for a period of up to 90 days,
provided however the 1SO shall file such change with the Commission pursuant to §205 of the
Federal Power Act within 45 days of such modification. If circumstances reasonably allow, the
ISO will consult with its Market Monitoring Unit, the Business Issues Committee, the
Commission, and the PSC before implementing any such modification. In all circumstances, the
ISO will consult with those entities as soon as reasonably possible after implementing a
temporary modification and shall explain the reasons for the change. See Section 17.1.4 of

Attachment B to the Services Tariff.



30.4.6.8.2 Following the Management Committee vote, the draft Reliability Needs
Assessment (RNA), with working group, Operating Committee, and Management
Committee input, will be forwarded to the 1SO Board for review and action.
Concurrently, the draft RNA will be provided to the Market Monitoring Unit for
its review and consideration of whether market rules changes are necessary to
address an identified failure, if any, in one of the ISO’s competitive markets. See
Section 31.2.3.2 of Attachment Y to the ISO OATT.

30.4.6.8.3 Following the Management Committee vote, the draft Comprehensive
Reliability Plan (CRP), with working group, Operating Committee, and
Management Committee input, will be forwarded to the ISO Board for review and
action. Concurrently, the draft CRP will also be provided to the Market
Monitoring Unit for its review and consideration of whether market rule changes
are necessary to address an identified failure, if any, in one of the ISO’s
competitive markets. See Section 31.2.6.2 of Attachment Y to the ISO OATT.

30.4.6.8.4 Following the Management Committee vote, the draft Congestion
Analysis and Resource Integration Study (CARIS), with Business Issues
Committee and Management Committee input, will be forwarded to the ISO
Board for review and action. Concurrently, the draft CARIS will be provided to
the Market Monitoring Unit for its review and consideration. See Section 31.3.2.2
of Attachment Y to the ISO OATT.

30.4.6.9 Market Monitoring Unit responsibilities set forth in other documents that

have been formally filed with the Commission.



30.4.7 Availability of Data and Resources to Market Monitoring Unit

30.4.7.1 The I1SO shall ensure that the Market Monitoring Unit has sufficient
access to 1SO resources, personnel and market data to enable the Market
Monitoring Unit to carry out its functions under Attachment O. Consistent with
Section 30.6.1 of Attachment O, the Market Monitoring Unit shall have complete
access to the 1SO’s databases of market information.

30.4.7.2 Any data created by the Market Monitoring Unit, including but not limited
to reconfiguration of the ISO’s data, will be kept within the exclusive control of
the Market Monitoring Unit. The Market Monitoring Unit may share the data it
creates, subject to the limitations on distribution of and obligation to protect the
confidentiality of Protected Information that are contained in Attachment O, the
ISO Services Tariff, and the ISO’s Code of Conduct.

30.4.7.3 Where data outside the 1SO’s geographic footprint would be helpful to the
Market Monitoring Unit in carrying out its duties, the Market Monitoring Unit

should seek out that data (with assistance from the ISO, where appropriate).
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