New York Independent System Oper ator
Extraordinary Corrective Action 20010326:

Limited Waiver of Installed Capacity Deficiency
Chargesduring 2001 Summer Capability Period

Applicability
This Extraordinary Corrective Action (ECA) shdl apply to dl Load Serving Entities (L SES):

that are subject to Locationd Instaled Capacity Requirements; and
that comply with the implementation rules set forth below during the 2001 Summer

Capability Period.

Application of this ECA is limited to the 2001 Summer Capability Period. This ECA shdl not affect in
any way any LSE’ s obligation to meet the Satewide Installed Capacity requirement.

Rationale

The Ingtdled Capacity market anticipates there will be a sufficient amount of locationd Ingtdled
Capacity for purchase by each L SE subject to aLocationd Installed Capacity Requirement. Deficiency
charges are provided in Section 5.14 of the ISO Market Administration and Control Area Services
Taiff (the “ISO Services Taiff”) to provide a market incentive to encourage developers to build new
plants, by assuring developers that thereis a market for that new generation. The deficiency charge a'so
provides an incentive for LSES to procure Ingtdled Capacity in amounts sufficient to meet ther
locationd requirements.

In practice, however, the amount of qudified locationa Ingtalled Capacity available has been
insufficient to meet the Locationa Ingaled Capacity Requirements. If there is no locationd Indaled
Capacity to purchase, the deficiency charges do not provide incentives, they become merely punitive for
those unable to procure sufficient locationa Installed Capacity due to a lack of available locationd
Ingtalled Capacity. This result is inconsstent with the intended market design. It is both atrangtiond
abnormdity and an implementation flaw giving rise to Stuaions in which market conditions or the
goplication of 1SO Procedures result in inefficient markets. Thisis a Market Design FHaw as defined in
the Temporary Extraordinary Procedures for Correcting Market Design Flawvs and Addressng
Trandtiond Abnormadlities set forth in Attachment Q to the ISO Open Access Transmisson Taiff (the
“OATT").



To avoid having deficiency charges become pendties with no incentive vaue, the ISO will wave
the deficiency charges on Locationd Ingdled Capacity Requirements during the 2001 Summer
Capability Period for LSEs who comply with the implementation rules set forth below.

1.

I mplementation Rules

In gtuations where there is inaufficient indaled generation within an area to satidfy the
goplicable Locationd Ingtdled Capacity Requirement, each LSE wishing to apply for a
walver of locationd Ingtaled Capacity deficiency charges based on good faith bids in the
Installed Capacity marketsin the 2001 Summer Cagpability Period must file with the 1SO, no
later than the third day after the ISO posts the results of the applicable Deficiency
Procurement Auction held pursuant to Section 5.14.1(a) of the ISO Services Tariff, a
catification gating that it used al diligent efforts to procure sufficient locationd Ingtalled
Capacity by submitting good faith bidsin the Ingdled Capacity markets, including in:

(@ the sx-month Obligation Procurement Period (“strip”) Auction scheduled for March
30, 2001;

(b) the pre-Capability Period monthly auction scheduled for April 12, 2001,
(c) if goplicable, the monthly auction for the month in question; and
(d) the Deficiency Procurement Auction.

In gtuations where there is insufficient ingdled generaion within an area to satidy the
goplicable Locationd Ingtdled Capacity Requirement, each LSE wishing to apply for a
walver of locationd Ingtdled Capacity deficiency charges based on congtruction of new
generation mugt file with the ISO, no later than April 5, 2001, a certification Sating thet:

(@ it used dl diligent efforts to procure sufficient locationd Ingtaled Capacity through the
congtruction of new generation, which the ISO must determine is reasonably likely to be
in service during the 2001 Summer Capability Period; and

(b) prior to the new generation being certified and coming into service, the LSE seeking the
walver will submit good faith bids in the pre-Capability Period monthly auction
scheduled for April 12, 2001, to cover the Locationd Instaled Capacity Requirement
for the rlevant month(s).



3. Any waiver granted by the 1SO for deficiency charges based on good faith participation in
the Ingalled Capacity markets under paragraph one above, will waive charges for the
difference between the deficiency charge applicable to the LSE who is granted the waiver

and any amount the 1SO has paid to procure Instaled Capacity pursuant to Section
5.14.1(b) of the 1SO Services Tariff.
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