ATTACHMENT B

9.4 Issuance of Firm Transmission Rights by the ISO

9.4.1 The ISO shall make FTRs available by conducting an annual primary auction of FTRs,
commencing approximately two months before the beginning of the term of the FTRs. The term of

the FTRs shall not exceed one year. ;provided;-howeverthatforthe initial FTR releasethe

- The auction of FTRs shall be

a simultaneous multi-round, clearing price auction conducted separately and independently, as set

forth in Section 9.4.2, for each FTR Market—n-additionifthe ISO Governing Board decides to

9.4.2 The ISO shall conduct the auction of FTRs through the following procedures:

9.4.2.1 At least thirty (30) days prior to the scheduled start of the auction, the ISO shall post on the

ISO Home Page the following information:
0] the number of FTRs to be issued for each FTR Market;

(i) the starting bid price at which FTRs will be made available in each
FTR Market in the first round of the auction, which price will be set

in each FTR Market at a 12-month FTR cycle reference level

equal to the greater of (a) $100 per MW-year; (b) twenty (20)
percent of the ratio of the net Usage Charges collected by the 1SO
with respect to that FTR Market in the most recent twelve-month

period for which data are available to the total MW-years of




(iii)

(iv)

v)

Energy scheduled over the Inter-Zonal Interface in the relevant
direction during that period; or (c) twenty (20) percent of the ration
of the net Grid Operation Charges (for new Inter-Zonal Interfaces
that previously were transmission paths within a Zone) collected
by the ISO in the most recent twelve-month period for which data
are available to the total MW-years of Energy scheduled over the
transmission paths in the relevant direction during that period,
provided that, if data are available for only a portion of the twelve-
month period, such data shall be used on annualized basis. The

starting bid price thus established per MW -year will then be

proportionately adjusted for the duration of the FTR cycle;

the formula through which the 1SO will determine how much to
adjust the price of FTRs in each FTR Market for subsequent
rounds of the auction, including the initial coefficients to be used in
the formula and the range over which the coefficients may be

adjusted in accordance with Section 9.4.2.3;

the date and time prior to the commencement of the auction by
which each entity desiring to bid on FTRs must have satisfied the

necessary financial requirements as outlined in Section 9.2.6;

the specifications for the technical equipment necessary to
participate in the auction, which will be conducted electronically,
the date and time by which bids must be submitted in the first
round of the auction, which shall be the same for all FTR Markets,

and the form and format in which bids must be submitted; and




(vi) a schedule for the conduct of subsequent rounds of the auction,
including the interval between rounds of the auction and the

anticipated duration of the auction.

9.4.2.2 On or before the date specified in Section 9.4.2.1(v), any entity desiring to obtain FTRs
in the 1ISO’s auction must submit, via equipment satisfying the technical requirements specified in
accordance with Section 9.4.2.1(v), a bid for each FTR Market in which the entity desires to
participate, specifying the number of FTRs the entity is willing to purchase at the price specified in
Section 9.4.2.1(ii). All individual bids will remain confidential throughout all rounds of the auction in
each FTR Market. Once submitted to the 1SO, a bid for FTRs in any round of an auction may not
be cancelled or rescinded by the FTR Bidder. The ISO shall announce simultaneously to all FTR

Bidders the total quantity of FTRs for which valid bids are submitted for each FTR Market.



