New York Independent System Operator, Inc
Open Access Transmission Tariff



1. Definitions



1.1 Definitions - A

Actual Energy Withdrawals: Energy withdrawals which are either: (1) measured with a
revenue-quality real-time meter; (2) assessed (in the case of LSEs serving retail customers where
withdrawals are not measured by revenue-quality real-time meters) on the basis provided for in a
Transmission Owner’s retail access program; or (3) calculated (in the case of wholesale
customers where withdrawals are not measured by revenue-quality real-time meters), until such
time as revenue-quality real-time metering is available on a basis agreed upon by the unmetered
wholesale customers.

Advance Reservation: (1) A reservation of transmission service over the Cross-Sound
Scheduled Line that is obtained in accordance with the applicable terms of Schedule 18 and the
Schedule 18 Implementation Rule of the ISO New England Inc. Transmission, Markets and
Services Tariff, or in accordance with any successors thereto; or (2) A right to schedule
transmission service over the Neptune Scheduled Line that is obtained in accordance with the
rules and procedures established pursuant to Section 38 of the PJM Interconnection, L.L.C. Open
Access Transmission Tariff and set forth in a separate service schedule under the PJIM
Interconnection, L.L.C. Open Access Transmission Tariff; or (3) A right to schedule
transmission service over the Linden VFT Scheduled Line that is obtained in accordance with the
rules and procedures established pursuant to Section 38 of the PJM Interconnection, L.L.C. Open
Access Transmission Tariff and set forth in a separate service schedule under the PJIM
Interconnection, L.L.C. Open Access Transmission Tariff.

Affiliate: With respect to a person or entity, any individual, corporation, partnership, firm, joint
venture, association, joint-stock company, trust or unincorporated organization, directly or
indirectly controlling, controlled by, or under common control with, such person or entity. The
term “control” shall mean the possession, directly or indirectly, of the power to direct the
management or policies of a person or an entity. A voting interest of ten percent or more shall
create a rebuttable presumption of control.

Ancillary Services: Those services that are necessary to support the transmission of Capacity
and Energy from resources to Loads while maintaining reliable operation of the NYS
Transmission System in accordance with Good Utility Practice.

Annual Transmission Costs: The total annual cost of the Transmission System for purposes of
Network Integration and Point-to-Point Transmission Services shall be the amount specified in
Attachment H until amended by the Transmission Owners or modified by the Commission.

Annual Transmission Revenue Requirement: The total annual cost for each Transmission
Owner (other than LIPA) to provide transmission service subject to review and acceptance by
FERC or other authority.

Application: A request by an Eligible Customer for Transmission Service pursuant to the
provisions of this Tariff.

Automatic Generation Control (“AGC”): The automatic regulation of the power output of
electric generating facilities within a prescribed range in response to a change in system



frequency, or tie-line loading, to maintain system frequency or scheduled interchange with other
areas within predetermined limits.

Availability: A measure of time that a generating facility, transmission line or other facility is or
was capable of providing service, whether or not it actually is in-service.

Available Generating Capacity: Generating Capacity that is on line to serve Load and/or
provide Ancillary Services, or is capable of initiating start-up for the purpose of serving
Transmission Customers or providing Ancillary Services, within thirty (30) minutes.

Available Reserves: For purposes of determining the Real-Time Locational Based Marginal
Price in any Real-Time Dispatch interval: the capability of all Suppliers that submit Energy Bids
to provide Spinning Reserves, Non-Synchronized 10-Minute Reserves, and 30-Minute Reserves
in that interval, and in the relevant location, and the quantity of recallable external ICAP energy
sales in that interval.

Available Transfer Capability (“ATC”): A measure of the Transfer Capability remaining in
the physical transmission network for further commercial activity over and above already
committed uses. ATC is defined as the Total Transfer Capability, less Transmission Reliability
Margin, less the sum of existing transmission commitments, (which includes retail customer
service) less the Capacity Benefit Margin. The amount reserved to support existing transmission
commitments is defined in the Existing Transmission Agreements and EXxisting Transmission
Capacity for Native Load in Attachment L.



1.2 Definitions - B

Back-Up Operation: The procedures for operating the NYCA in a safe and reliable manner
when the ISO’s normal communication or computer systems are not fully functional as set forth
in Section 2.12 of this ISO OATT and Section 5.3 of the ISO Services Tariff.

Base Point Signals: Electronic signals sent from the 1ISO and ultimately received by Generators
specifying the scheduled MW output for the Generator. Real-Time Dispatch (“RTD”) Base
Point Signals are typically sent to Generators on a nominal five (5) minute basis. AGC Base
Point Signals are typically sent to Generators on a nominal six (6) second basis.

Basis Amount: As defined in the 1SO Services Tariff.
Basis Month: As defined in the 1SO Services Tariff.

Bid/Post System: An electronic information system used to allow the posting of proposed
transmission schedules and Bids for Energy and Ancillary Services by Market Participants for
use by the 1ISO and to allow the ISO to post Locational Based Marginal Prices and schedules.

Bid: Offer to purchase and/or sell Energy, Demand Reductions, Transmission Congestion
Contracts and/or Ancillary Services at a specified price that is duly submitted to the ISO
pursuant to 1ISO Procedures.

Bid Price: The price at which the Supplier offering the Bid is prepared to provide the product or
service, or the buyer offering the Bid is willing to pay to receive such product or service.

Bid Production Cost: Total cost of the Generators required to meet Load and reliability
Constraints based upon Bids corresponding to the usual measures of Generator production cost
(e.g., running and Minimum Generation Bid, and Start-Up Bid).

Bidding Requirement: As defined in the 1ISO Services Tariff.

Bilateral Transaction: A Transaction between two or more parties for the purchase and/or sale
of Capacity, Energy, and/or Ancillary Services other than those in the ISO Administered
Markets.

Board of Directors (“Board”): The governing body of the ISO which is comprised of ten (10)
persons (Directors) that are unaffiliated with any Market Participants, as described in the ISO
Agreement.

Business Issues Committee: A standing committee of the ISO created pursuant to the 1ISO
Agreement to establish rules related to business issues and provide a forum for discussion of
those rules and issues.



1.3 Definitions - C

Capability Period: Six-month periods which are established as follows: (1) from May 1
through October 31 of each year (“Summer Capability Period”); and (2) from November 1 of
each year through April 30 of the following year (“Winter Capability Period”); or such other
periods as may be determined by the Operating Committee of the ISO. A Summer Capability
Period followed by a Winter Capability Period shall be referred to as a “Capability Year”. Each
Capability Period shall consist of On-Peak and Off-Peak periods.

Capacity: The capability to generate or transmit electrical power, or the ability to reduce
demand at the direction of the ISO, measured in megawatts (“MW”).

Capacity Benefit Margin (“CBM”): That amount of Total Transfer Capability reserved by the
ISO on the NYS Transmission System to ensure access to generation from interconnected
systems to meet generation reliability requirements.

Capacity Reservation Cap: The maximum percentage of transmission Capacity from a
Transmission Owner’s sets of ETCNL that may be converted into ETCNL TCCs or the
maximum percentage of a Transmission Owner’s RCRRs that may be converted into RCRR
TCCs, as the case may be, as established by the 1ISO pursuant to Section 19.4.3 of Attachment M.

Centralized TCC Auction: The auction in which TCCs are released for sale for one or more
Capability Periods through a bidding process administered by the ISO.

Code of Conduct: The rules, procedures and restrictions concerning the conduct of the ISO
directors and employees, contained in Attachment F to the ISO Open Access Transmission
Tariff.

Commission (“FERC”): The Federal Energy Regulatory Commission, or any successor agency.

Completed Application: An Application that satisfies all of the information and other
requirements of the Tariff.

Confidential Information: Information and/or data which has been designated by a
Transmission Customer to be proprietary and confidential, provided that such designation is
consistent with the 1SO Procedures and this Tariff, including the attached Code of Conduct.

Congestion: A characteristic of the transmission system produced by a constraint on the
optimum economic operation of the power system, such that the marginal price of Energy to
serve the next increment of Load, exclusive of losses, at different locations on the Transmission
System is unequal.

Congestion Component: The component of the LBMP measured at a location or the
Transmission Usage Charge between two locations that is attributable to the cost of transmission
Congestion.



Congestion Rent: The opportunity costs of transmission Constraints on the NYS Transmission
System. Congestion Rents are collected by the ISO through its facilitation of LBMP Market
Transactions and the collection of Transmission Usage Charges from Bilateral Transactions.

Congestion Rent Shortfall: A condition in which the Congestion Rent revenue collected by the
ISO in the Day-Ahead Market for Energy is less than the amount of Congestion Rent revenue in
the Day-Ahead Market for Energy that the ISO is obligated under the Tariff to pay out to the
Primary Holders of TCCs.

Constraint: An upper or lower limit placed on a variable or set of variables that are used by the
ISO in its SCUC, RTC or RTD programs to control and/or facilitate the operation of the NYS
Transmission Systems.

Contingency: An actual or potential unexpected failure or outage of a system component, such
as a Generator, transmission line, circuit breaker, switch or other electrical element. A
Contingency also may include multiple components, which are related by situations leading to
simultaneous component outages.

Contract Establishment Date: The date, listed in Attachment L, on which the listed existing
agreements which are the source of Grandfathered Rights and Grandfathered TCCs were
executed.

Control Area: An electric power system or combination of electric power systems to which a
common automatic generation control scheme is applied in order to:

1) match, at all times, the power output of the Generators within the electric power
system(s) and capacity and energy purchased from entities outside the electric power
system(s), with the Load within the electric power system(s);

2) maintain scheduled interchange with other Control Areas, within the limits of
Good Utility Practice;

3) maintain the frequency of the electric power system(s) within reasonable limits in
accordance with Good Utility Practice; and

4) provide sufficient capacity to maintain Operating Reserves in accordance with
Good Utility Practice.

Credit Assessment: As defined in the ISO Services Tariff.

Cross-Sound Scheduled Line: A transmission facility that interconnects the NYCA to the New
England Control Area at Shoreham, New York and terminates near New Haven, Connecticut.

Curtailment or Curtail: A reduction in Firm or non-Firm Transmission Service in response to a
transmission capacity shortage as a result of system reliability conditions.

Customer: An entity which has complied with the requirements contained in the 1SO Services
Tariff, including having signed a Service Agreement, and is qualified to utilize the Market



Services and the Control Area Services provided by the 1SO under the ISO Services Tariff;
provided, however, that a party taking services under the ISO Services Tariff pursuant to an
unsigned Service Agreement filed with the Commission by the ISO shall be deemed a Customer.



14 Definitions - D
DADRP Component: As defined in the 1ISO 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 ISO’s Day-Ahead Security
Constrained Unit Commitment process.

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 the commitment request by a Transmission Owner in order to meet the
reliability needs of the Transmission Owner’s local system which request was made known to
the ISO prior to the close of the Day-Ahead Market.

Decremental Bid: A monotonically increasing Bid Price 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.

Delivering Party: The entity supplying Capacity and Energy to be transmitted at Point(s) of
Receipt.

Demand Side Resources: A Resource that results in the control of a Load in a responsive,
measurable, and verifiable manner and within time limits established in the ISO 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 1ISO Procedures.

Designated Agent: Any entity that performs actions or functions on behalf of the Transmission
Owner, an Eligible Customer, or the Transmission Customer required under the Tariff.

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 only manually in real-time.



Developer: An Eligible Customer developing a generation project larger than 20 megawatts, or a
merchant transmission project, proposing to interconnect to the New York State Transmission
System, in compliance with the NYISO Minimum Interconnection Standard and, depending on
the Developer’s interconnection service election, also in compliance with the NYISO
Deliverability Interconnection Standard.

Direct Assignment Facilities: Facilities or portions of facilities that are constructed by the
Transmission Owner(s) for the sole use/benefit of a particular Transmission Customer requesting
service under the ISO OATT. Direct Assignment Facilities shall be specified in the Service
Agreement that governs service to the Transmission Customer and shall be subject to
Commission approval.

Direct Sale: The sale of ETCNL, and Grandfathered TCCs directly to a buyer by the
Transmission Owner that is the Primary Holder through a non-discriminatory auditable sale
conducted on the 1ISO's OASIS, in compliance with the requirements and restrictions set forth in
Commission Orders 888 et seq. 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 ISO. Dispatchable Resources may
either be 1ISO-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 period commencing at the beginning of each day
(0000 hour).

Dispute Resolution Administrator ("DRA™): An individual hired by the 1ISO to administer the
Dispute Resolution Process established in the 1ISO Tariffs and ISO Agreement.

Dispute Resolution Process (""DRP*): The procedures: (1) described in the ISO Tariffs and the
ISO Agreement that are used to resolve disputes between Market Participants and the 1ISO
involving services provided under the ISO Tariffs (excluding applications for rate changes or
other changes to the ISO Tariffs or rules relating to such services); and (2) described in the
ISO/NYSRC Agreement that are used to resolve disputes between the ISO and NYSRC
involving the implementation and/or application of the Reliability Rules.

DSASP Component: As defined in the ISO Services Tariff.



1.5 Definitions - E

East of Central-East: An electrical area comprised of Lead Zones F, G, H, I, J, and K, as
identifies in the ISO Procedures.

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

East of Central-East Excluding New York City and Long Island: An electrical area
comprised of Land Zones F, G, H, I, as identifies in the ISO Procedures.

Eligible Customer: (i) Any electric utility (including the Transmission Owner and any power
marketer), Federal power marketing agency, or any person generating Energy for sale for resale
is an Eligible Customer under the Tariff. Electric energy sold or produced by such entity may be
electric energy produced in the United States, Canada or Mexico. However, with respect to
transmission service that the Commission is prohibited from ordering by Section 212(h) of the
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state
requirement that the Transmission Owner offer the unbundled transmission service, or pursuant
to a voluntary offer of such service by the Transmission Owner. (ii) Any retail customer taking
unbundled transmission service pursuant to a state requirement that the Transmission Owner
offer the transmission service, or pursuant to a voluntary offer of such service by the
Transmission Owner, is an Eligible Customer under the Tariff.

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 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.

End-State Centralized TCC Auction: A Centralized TCC Auction that the ISO will conduct
after the 1SO develops the necessary software.

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: As defined in the ISO Services Tariff.
Equivalency Rating: As defined in the ISO Services Tariff.

ETA Agent: A Transmission Customer of the 1ISO that has been appointed by a Load Serving

Entity and approved by the ISO in accordance with ISO Procedures for the purpose of enabling
that Transmission Customer to hold all of the rights and obligations associated with Fixed Price
TCCs, as provided for in Attachment M of this OATT.



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 this
ISO OATT.

Excess Congestion Rents: Congestion revenues in the Day-Ahead Market for Energy collected
by the ISO 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 Agreement (“ETA”): An agreement between two or more
Transmission Owners, or between a Transmission Owner and another entity, as defined in this
Tariff.

Existing Transmission Capacity for Native Load: Transmission capacity identified 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 1ISO Tariff-January 31, 1997) for the
purposes of allocating revenues from the sale of TCCs related to that capacity. This includes
transmission capacity required: (1) to deliver the output from generating 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, Table 3, “Existing Transmission Capacity Reservations for Native Load Table.”

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.

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).



1.6 Definitions - F

Federal Power Act (""FPA™): The Federal Power Act, as may be amended from time-to-time
(See 16 U.S.C. § 796 et seq.)

Facilities Study: An engineering study conducted by the ISO and/or a Transmission Owner to
determine the required modifications to the Transmission Owner’s Transmission System,
including the cost and scheduled completion date for such modifications, that will be required to
provide the requested facilities.

Facility Flow-Based Methodology: The methodology, as described in Section 20.3.7 of
Attachment N, used to allocate Net Auction Revenue among Transmission Owners.

Firm Point-To-Point Transmission Service: Transmission Service under this Tariff that is
scheduled between specified Points of Receipt and Delivery pursuant to Part 11 of this Tariff.
Firm Point-To-Point Transmission Service is service for which the Transmission Customer has
agreed to pay the Congestion associated with its service. A Transmission Customer may fix the
price of Congestion associated with its Firm Point-To-Point Transmission Service by acquiring
sufficient TCCs with the same Points of Receipt and Delivery as its Transmission Service.

Firm Transmission Service: Transmission Service requested by a Transmission Customer
willing to pay Congestion Rent.

First Settlement: The process of establishing binding financial commitments on the part of
Customers participating in the Day-Ahead Market based on Day-Ahead LBMP.

Fixed Block Unit: A unit that, due to operational characteristics, can only be dispatched in one
of two states: either turned completely off, or turned on and run at a fixed capacity level.

Fixed Price TCC: A series of TCCs, each with a duration of one year, renewable annually for a
period of at least five years at a fixed price that is obtained through the conversion of expired or
expiring ETAs in accordance with Section 19.2.1 of Attachment M of this OATT.



1.7 Definitions - G

Generator: A facility capable of supplying Energy, Capacity and/or Ancillary Services that is
accessible to the NYCA. A Generator comprised of a group of generating units at a single
location, which grouped generating units are separately committed and dispatched by the I1SO,
and for which Energy injections are measured at a single location, and each unit within that
group, shall be considered a Generator.

Generator Classes: The type of Generator (e.g., nuclear, gas turbine, fossil, hydro) which is
used by the ISO to determine criteria that must be met for that Generator to qualify as a source of
Installed Capacity.

Good Utility Practice: Any of the practices, methods or acts engaged in or approved by a
significant portion of the electric utility industry during the relevant time period, or any of the
practices, methods or acts which, in the exercise of reasonable judgment in light of the facts
known at the time the decision was made, could have been expected to accomplish the desired
result at a reasonable cost consistent with good business practices, reliability, safety and
expedition. Good Utility Practice is not intended to be limited to the optimum practice, method,
or act to the exclusion of all others, but rather to delineate acceptable practices, methods, or acts
generally accepted in the region, including those practices required by Federal Power Act
Section 215(a)(4).

Government Bonds: Tax-exempt bonds issued by the New York Power Authority pursuant to
Section 103 and related provisions of the Internal Revenue Code. 26 U.S.C. § 103.

Grandfathered Rights: The transmission rights associated with: (1) Modified Wheeling
Agreements; (2) Transmission Facility Agreements with transmission wheeling provisions; and
(3) Third Party Transmission Wheeling Agreements (“TWA”) where the party entitled to
exercise the transmission rights associated with such Agreements has chosen, as provided in the
Tariff, to retain those rights rather than to convert them to TCCs.

Grandfathered TCCs: The TCCs associated with: (1) Modified Wheeling Agreements; (2)
Transmission Facility Agreements with transmission wheeling provisions; and (3) Third Party
TWASs where the party entitled to exercise the transmission rights associated with such
agreements, has chosen, as provided for in the Tariff, to convert those rights to TCCs.



1.8 Definitions - H



1.9 Definitions - |

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

Imputed Revenue: The Congestion Rents that owners of Grandfathered Rights do not have to
pay due to their own use of those Grandfathered Rights.

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.

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 this ISO OATT.

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

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

Independent System Operator/New York State Reliability Council (“ISO/NYSRC
Agreement”): The agreement between the ISO 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 ISO Operational Control over designated transmission facilities.

Installed Capacity: A Generator or Load facility that complies with the requirements in the
Reliability Rules and is capable of supplying and/or reducing the demand for Energy in the

NY CA for the purpose of ensuring that sufficient Energy and Capacity are available to meet the
Reliability Rules. The Installed Capacity requirement, established by the NYSRC, includes a
margin of reserve in accordance with the Reliability Rules.

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, or 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.g., Supplier, Transmission Customer) or facility (e.g., 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.

Interruption: A reduction in non-Firm Transmission service due to economic reasons pursuant
to Section 3.2.7.

Investment Grade Customer: As defined in the ISO 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 administered by the 1SO.

ISO-Committed Fixed: In the Day-Ahead, 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 ISO 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 Demand Side
Resource follows Base Point Signals and is committed by the I1SO.

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

ISO OATT (the “Tariff”): 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 1ISO Related Agreements.

ISO Related Agreements: Collectively, the ISO Agreement, the NYSRC Agreement, the
ISO/NYISO Services Tariff: The ISO Market Administration and Control Area Services Tariff.

ISO Tariffs: The ISO OATT and the ISO Services Tariff, collectively.



1.10 Definitions - J



1.11 Definitions - K



1.12 Definitions - L

LBMP Markets: A term that collectively refers to both the Real-Time Market and the Day-
Ahead Market.

Linden VFT Scheduled Line: A transmission facility that interconnects the NYCA to the PIM
Interconnection, L.L.C. Control Area in Linden, New Jersey.

LIPA Tax-Exempt Bonds: Obligations issued by the Long Island Power Authority, the interest
in which is not included in gross income under the Internal Revenue Code.

Load: A term that refers to either a consumer of Energy or the amount of Energy (MWh) or
demand (MW) consumed by certain consumers.

Load Ratio Share: The ratio of an LSE’s Load to Load within the NYCA during a specified
time period.

Load Serving Entity (“LSE”): An entity, including a municipal electric system and an electric
cooperative, authorized or required by law, regulatory authorization or requirement, agreement,
or contractual obligation to supply Energy, Capacity and/or Ancillary Services to retail
customers located within the NYCA, including an entity that takes service directly from the ISO
to supply its own load in the NYCA.

Load Shedding: The systematic reduction of system demand by temporarily decreasing Load in
response to Transmission System or area Capacity shortages, system instability, or voltage
control considerations under Part 4 of the Tariff.

Load Zone: One (1) of eleven (11) geographical areas located within the NYCA that is bounded
by one (1) or more of the fourteen (14) New York State Interfaces.

Local Furnishing Bonds: Tax-exempt bonds issued by a Transmissions Owner under an
agreement between the Transmission Owner and the New York State Energy Research and

Development Authority (“NYSERDA?”), or its successor, or by a Transmission Owner itself, and
pursuant to Section 142(f) of the Internal Revenue Code, 26 U.S.C. § 142(f).

Locality: A single LBMP Load Zone or set of adjacent LBMP Load Zones within one
Transmission District, and within which a minimum level of Installed Capacity must be
maintained.

Local Reliability Rule: A Reliability Rule established by a Transmission Owner and adopted by
the NYSRC to meet specific reliability concerns in limited areas of the NYCA, including without
limitation, special requirements and conditions that apply to nuclear plants and special
requirements applicable to the New York City metropolitan area.

Locational Based Marginal Pricing (“LBMP”): The price of Energy at each location in the
NYS Transmission System as calculated pursuant to Attachment J.



Locational Installed Capacity Requirement: A determination by the 1SO of that portion of the
statewide Installed Capacity requirement that must be electrically located within a Locality in
order to ensure that sufficient Energy and Capacity are available in that Locality and that
appropriate reliability criteria are met.

Long-Island (“L.L.”): An electrical area comprised of Load Zone K, as identified in the ISO
Procedures.

Long-Term Firm Point-To-Point Transmission Service: Firm Point-to-Point Service, the
price of which is fixed for a long term by a Transmission Customer acquiring sufficient TCCs
with the same Points of Receipt and Delivery as its Transmission Service.

Lost Opportunity Cost: The foregone profit associated with the provision of Ancillary
Services, which is equal to the product of: (1) the difference between (a) the Energy that a
Generator could have sold at the specific LBMP and (b) the Energy sold as a result of reducing
the Generator’s output to provide an Ancillary Service under the direction of the ISO; and (2) the
LBMP existing at the time the Generator was instructed to provide the Ancillary Service, less the
Generator’s Energy bid for the same MW segment.
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Major Emergency State: An Emergency accompanied by abnormal frequency, abnormal
voltage and/or equipment overloads that create a serious risk that the reliability of the NYS
Power System could be adversely affected.

Manual Dispatch: A dispatch of the NYS Transmission System performed by the ISO when the
ISO’s RTD is unavailable.

Marginal Losses: The NYS Transmission System Real Power Losses associated with each
additional MWh of consumption by Load, or each additional MWh transmitted under a Bilateral
Transaction as measured at the Points of Withdrawal.

Marginal Losses Component: The component of LBMP at a bus that accounts for the Marginal
Losses, as measured between that bus and the Reference Bus.

Market Participant: An entity, excluding the ISO, that produces, transmits, sells, and/or
purchases for resale Capacity, Energy and Ancillary Services in the Wholesale Market. Market
Participants include: Transmission Customers under the ISO OATT, Customers under the ISO
Services Tariff, Power Exchanges, Transmission Owners, Primary Holders, LSEs, Suppliers and
their designated agents. Market Participants also include entities buying or selling TCCs.

Market Services: Services provided by the ISO under the 1ISO Services Tariff related to the 1ISO
Administered Markets for Energy, Capacity and Ancillary Services.

Member Systems: The eight Transmission Owners that comprise the membership of the New
York Power Pool.

Minimum Generation Bid: A Bid parameter that identifies the payment a Supplier requires to
operate a Generator at its specific minimum operating level or to provide a Demand Side
Resource’s specified minimum quantity of Demand Reduction.

Minimum Generation Level: For purposes of describing the eligibility of ten minute Resources
to be committed by the Real Time Dispatch for pricing purposes pursuant to the Services Tariff,
Section 4.4.3.3, an upper bound, established by the ISO, on the physical minimum generation
limits specified by ten minute Resources. Ten minute Resources with physical minimum
generation limits that exceed this upper bound will not be committed by the Real Time Dispatch
for pricing purposes. The ISO shall establish a Minimum Generation Level based on its
evaluation of the extent to which it is meeting its reliability criteria including Control
Performance. The Minimum Generation Level, in megawatts, and the ISO's rationale for that
level, shall be made available through the ISO's website or comparable means.

Modified Wheeling Agreements (“MWA”): A Transmission Agreement in existence, as
amended, between Transmission Owners, that is associated with existing Generators or power
supply contracts, that will be modified effective upon LBMP implementation. The terms and
conditions of the MWA will remain the same as the original agreement, except as noted in the
ISO OATT.
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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.

Neptune Scheduled Line: A transmission facility that interconnects the NYCA to the PJIM
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.

NERC Transaction Priorities: The reservation and scheduling priority applied to a Transaction
under the NERC Transmission Loading Relief Procedure.

NERC Transmission Loading Relief (“TLR”) Procedure: “Standard IRO-006-3 — Reliability
Coordination — Transmission Loading Relief” as approved in Docket No. ER06-1545, and any
amendments thereto. See www.nerc.com for the current version of the NERC TLR Procedure.

Net Auction Revenue: The total amount, in dollars, as calculated pursuant to Section 20.3.1 of
Attachment N, 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 Congestion Rent: The total amount, in dollars, as calculated pursuant to Section 20.2.1 of
Attachment N, 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 Rent Congestion Surplus Payments and U/D Congestion Rent Surplus
Payments. Net Congestion Rent may be positive or negative.

Network Customer: An entity receiving Transmission Service pursuant to the terms of the
ISO’s Network Integration Transmission Service under Part 4 of the Tariff.

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

Network Load: The Load that a Network Customer designates for Network Integration
Transmission Service under Part 4 of the Tariff. The Network Customer’s Network Load shall
include all Load served by the output of any Network Resources designated by the Network



Customer. A Network Customer may elect to designate less than its total Load as Network Load
but may not designate only part of the Load at a discrete Point of Delivery. Where an Eligible
Customer has elected not to designate a particular Load at discrete points of delivery as Network
Load, the Eligible Customer is responsible for making separate arrangements under Part 3 of the
Tariff for any Point-To-Point Transmission Service that may be necessary for such
non-designated Load.

Network Operating Agreement: An executed agreement that contains the terms and conditions
under which the Network Customer shall operate its facilities and the technical and operational
matters associated with the implementation of Network Integration Transmission Service under
Part 4 of the Tariff. For Eligible Customers that take service under the ISO Services Tariff, that
Tariff shall function as their Network Operating Agreement.

Network Operating Committee: The ISO Operating Committee will serve this function.

Network Resource: Any generating resource that provides Installed Capacity to the NYCA
designated under the Network Integration Transmission Service provisions of the Tariff.
Network Resources do not include any resource, or any portion thereof, that is committed for
sale to third parties or otherwise cannot be called upon to meet the Network Customer’s Network
Load on a non-interruptible basis, except for purposes of fulfilling obligations under a reserve
sharing program.

Network Upgrades: Modifications or additions to transmission facilities that are integrated with
and support the Transmission Owner’s overall Transmission System for the general benefit of all
users of such Transmission System.

Network Upgrade Agreement: An agreement entered into between a Transmission Customer
and a Transmission Owner that identifies the rights and obligations of each party with respect to
the Network Upgrade, as described in this Tariff.

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.g., telemetry signal biasing) which allow the ISO 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 1SO.

New York State Reliability Council (“NYSRC”): An organization established by agreement
among the Member Systems of the New York Power Pool (the “NYSRC Agreement”).

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 1ISO Notification; and (3) all
remaining transmission facilities within the NYCA.

Non-Competitive Proxy Generator Bus: (a) The Proxy Generator Bus(es) for the Hydro
Quebec Control Area; (b) the Proxy Generator Bus associated with the Dennison Scheduled
Line; and (c) any other Proxy Generator Bus(es) for an area outside of the New York Control
Avrea that have been identified by the ISO as characterized by non-competitive Import or Export
prices, and that have been approved by the Commission for designation as Non-Competitive
Proxy Generator Bus(es).

Non-Firm Point-To-Point Transmission Service: Point-To-Point Transmission Service under
the Tariff for which a Transmission Customer is not willing to pay Congestion. Such service is
available absent Constraints under Part 3 of this Tariff. 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-Firm Sale: An energy sale for which receipt or delivery may be interrupted for any reason
or no reason, without liability on the part of either the buyer or seller.

Non-Investment Grade Customer: As defined in the ISO 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.

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.

Notification: Informing the ISO of all changes in status of the Transmission Facilities Requiring
ISO Notification. Notification includes the Transmission Owners informing the ISO of all
changes in the status of the designated transmission facilities.



Nuclear Regulatory Commission (“NRC”): Nuclear Regulatory Commission, or any
successor thereto.

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

NYPA Transmission Adjustment Charge (“NTAC”): A surcharge on all Energy Transactions
designed to recover the Annual Transmission Revenue Requirement of NYPA which cannot be
recovered through its TSC, TCCs, or other transmission revenues, including, but not limited to,
its ETA revenues. This charge will be assessed to all Load statewide, as well as Transmission
Customers in Wheels Through and Exports.
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Off-Peak: The hours between 11:00 p.m. and 7:00 a.m., prevailing Eastern Time, Monday
through Friday, and all day Saturday and Sunday, and NERC-defined holidays, or as otherwise
decided by ISO.

On-Peak: The hours between 7:00 a.m. and 11:00 p.m. inclusive, prevailing Eastern Time,
Monday through Friday, except for NERC-defined holidays, or as otherwise decided by the 1SO.

Open Access Same-Time Information System (“OASIS”): The information system and
standards of conduct contained in Part 37 of the Commission’s regulations and all additional
requirements implemented by subsequent Commission orders dealing with OASIS.

Operating Capacity: Capacity that is readily converted to Energy and is measured in MW.

Operating Committee: A standing committee of the ISO created pursuant to the 1ISO
Agreement, which coordinates operations, develops procedures, evaluates proposed system
expansions and acts as a liaison to the NYSRC.

Operating Requirement: As defined in the ISO Services Tariff.

Operating Reserves: Capacity that is available to supply Energy, or to reduce demand and that
meets the requirements of the 1ISO. The ISO will administer Operating Reserves markets, in the
manner described in Article 4 and Rate Schedule 4 of this ISO Services Tariff, to satisfy the
various Operating Reserves requirements, including locational requirements, established by the
Reliability rules and other applicable reliability standards. The basic Operating Reserves
products that will be procured by the ISO on behalf of the market are classified as follows:

1) Spinning Reserve: Operating Reserves provided by Generators and Demand Side
Resources that meet the eligibility criteria set forth in Rate Schedule 4 of this ISO
Services Tariff that are already synchronized to the NYS Power System and can respond
to instructions to change their output level, or reduce their Energy usage, within ten (10)
minutes. Spinning Reserves may not be provided by Demand Side Resources that are
Local Generators;

2) 10-Minute Non-Synchronized Reserve: Operating Reserve provided by
Generators, or Demand Side Resources, including Demand Side Resources using Local
Generators, that meet the eligibility criteria set forth in Rate Schedule 4 of this ISO
Services Tariff and that can be started, synchronized and can change their output level
within ten (10) minutes; and

3 30-Minute Reserve: Synchronized Operating Reserves provided by Generators
and Demand Side Resources that are not Local Generators; or non-synchronized
Operating Reserves provided by Generators or Demand Side Resources that meet the
eligibility criteria set forth in Rate Schedule 4 of this ISO Services Tariff and that can
respond to instructions to change their output level within thirty (30) minutes, including
starting and synchronizing to the NYS Power System.



Operating Reserve Demand Curve: A series of quantity/price points that defines the
maximum Shadow Price for Operating Reserves meeting a particular Operating Reserve
requirement corresponding to each possible quantity of Resources that the ISO’s software may
schedule to meet that requirement. A single Operating Reserve Demand Curve will apply to
both the Day-Ahead Market and the Real-Time Market for each of the ISO’s nine Operating
Reserve requirements.

Operating Study Power Flow: A Power Flow analysis that is performed at least once before
each Capability Period that is used to determine each Interface Transfer Capability for the
Capability Period (See Attachment M).

Operational Control: Directing the operation of the Transmission Facilities Under ISO
Operational Control to maintain these facilities in a reliable state, as defined by the Reliability
Rules. The ISO shall approve operational decisions concerning these facilities, made by each
Transmission Owner before the Transmission Owner implements those decisions. In accordance
with ISO Procedures, the 1ISO shall direct each Transmission Owner to take certain actions to
restore the system to the Normal State. Operational Control includes security monitoring,
adjustment of generation and transmission resources, coordination and approval of changes in
transmission status for maintenance, determination of changes in transmission status for
reliability, coordination with other Control Areas, voltage reductions and Load Shedding, except
that each Transmission Owner continues to physically operate and maintain its facilities.

Optimal Power Flow (“OPF”): The Power Flow analysis that is performed during the
administration of the Centralized TCC Auction to determine the most efficient simultaneously
feasible allocation of TCCs to bidders.

Original Residual TCC: A TCC converted from Residual Transmission Capacity estimated
prior to the first Centralized TCC Auction and allocated among the Transmission Owners
utilizing the Interface MW-Mile Methodology prior to the first Centralized TCC Auction.

Order Nos. 888 et seq.: The Final Rule entitled Promoting Wholesale Competition Through
Open Access Non-discriminatory Transmission Services by Public Utilities; Recovery of
Stranded Costs by Public Utilities and Transmitting Utilities, issued by the Commission on April
24,1996, in Docket Nos. RM95-8-000 and RM94-7-001, as modified on rehearing, or upon
appeal. (See FERC Stats. & Regs. [Regs. Preambles 1991-1996] 4 31,036 (1996) (“Order No.
888"), on reh’g, 111 FERC Stats. & Regs. 931,048 (1997) (“Order No. 888-A"), on reh’g, 81
FERC 961,248 (1997) (“Order No. 888-B”) (Order on reh’g 82 FERC 9§ 61,046 (1998) (“Order
No. 888- C”).

Order Nos. 889 et seg.: The Final Rule entitled Open Access Same-Time Information System
(formerly Real-Time Information Networks) and Standards of Conduct, issued by the
Commission on April 24, 1996, in Docket No. RM95-9-000, as modified on rehearing, or upon
appeal. (See FERC Stats. & Regs. [Regs. Preambles 1991-1996] 9 31,035 (1996) (“Order No.
889"), on reh’g, 11l FERC Stats. & Regs. 431,049 (1997) (“Order No. 889-A”), on reh’g, 81
FERC 961,253 (1997) (“Order No. 889-B”)).




Out-of-Merit Generation: Resources committed and/or dispatched by the 1SO at specified
output limits for specified time periods to meet Load and/or reliability requirements that differ
from or supplement the ISO’s security constrained economic commitment and/or dispatch.



1.16 Definitions - P
Part 1: Tariff Section 1 pertaining to Definitions.
Part 2: Tariff Section 2 pertaining to Common Service Provisions.

Part 3: Tariff Section 3 pertaining to Point-To-Point Transmission Service in conjunction with
the applicable Common Service Provisions of Part 2 and appropriate Schedules and
Attachments.

Part 4: Tariff Section 4 pertaining to Network Integration Transmission Service in conjunction
with the applicable Common Service Provisions of Part 2 and appropriate Schedules and
Attachments.

Part 5: OATT Section 5 - Special Provisions for retail access and the Individual Retail Access
Plans

Party or Parties: The ISO and the Transmission Customer receiving service under the Tariff.

Performance Tracking System: A system designed to provide quantitative comparisons of
actual values versus expected and forecasted values for Generators and Loads (See Rate
Schedule 3 of the ISO Services Tariff). This system will be used by the ISO to measure
compliance with criteria associated with the provision of Regulation and Frequency Response
Service.

Point(s) of Delivery: Point(s) on the NYS Transmission System where Capacity, Energy, and
Ancillary Services transmitted by the ISO will be made available to the Receiving Party under
the ISO Tariffs. The Point(s) of Delivery shall be specified in the Bid, Bilateral Transaction
schedule, or similar entry. (Same as Point of Withdrawal.)

Point(s) of Injection (“POI”): The point(s) on the NYS Transmission System where Energy,
Capacity and Ancillary Services will be made available to the ISO by the Delivering Party under
the ISO Tariffs. The Point(s) of Injection shall be specified in the Bid, Bilateral Transaction
schedule, or similar entry. (Same as Point of Receipt.)

Point(s) of Receipt: Point(s) of interconnection on the NYS Transmission System where
Capacity, Energy, and Ancillary Services will be made available to the 1ISO by the Delivering
Party under the ISO Tariffs. The Point(s) of Receipt shall be specified in the Bid, Bilateral
Transaction schedule, or similar entry. (Same as Point of Injection.)

Point(s) of Withdrawal (“POW?): The point(s) on the NYS Transmission System where
Energy, Capacity and Ancillary Services will be made available to the Receiving Party under the
ISO Tariffs. The Point(s) of Withdrawal shall be specified in the Bid, Bilateral Transaction
Schedule, or other similar entry. (Same as Point of Delivery).

Point-to-Point Transmission Service: The reservation and transmission of Capacity and Energy
on either a firm or non-firm basis from the Point(s) of Receipt to the Point(s) of Delivery under
the ISO Tariffs.



Pool Control Error (“PCE”): The difference between the actual and scheduled interchange
with other Control Areas, adjusted for frequency bias.

Post Contingency: Conditions existing on a system immediately following a Contingency.

Power Exchange (“PE”): A commercial entity meeting the requirements for service under the
ISO OATT or the ISO Services Tariff that facilitates the purchase and/or sale of Energy,
Capacity and/or Ancillary Services in the New York Wholesale Market. A PE may transact with
the ISO on its own behalf or as an agent for others.

Power Factor: The ratio of real power to apparent power (the product of volts and amperes,
expressed in megavolt-amperes, MVA).

Power Factor Criteria: Criteria to be established by the ISO to monitor a Load’s use of
Reactive Power.

Power Flow: A simulation which determines the Energy flows on the NYS Transmission
System and adjacent transmission systems.

Power Purchaser: The entity that is purchasing the Capacity and Energy to be transmitted
under the Tariff.

Pre-Scheduled Transaction Request: An offer submitted, pursuant to ISO Procedures, for
priority scheduling of Transactions between the 1SO and neighboring Control Areas to: (i)
purchase Energy from the LBMP Market at the LBMP Market Price and deliver it to an External
Control Area; (ii) sell Energy delivered from an External Control Area to the LBMP Market at
the LBMP Market Price; or (iii) wheel Energy through the New York Control Area from one
External Control Area to another External Control Area at the market-determined Transmission
Usage Charge. Pre-Scheduled Transaction Requests accepted for scheduling reserve Ramp
Capacity and Transfer Capability and receive priority scheduling in the LBMP Market.

Pre-Scheduled Transaction. A Transaction accepted for scheduling in the designated LBMP
Market pursuant to a Pre-Scheduled Transaction Request. Pre-Scheduled Transactions may be
withdrawn only with the approval of the ISO pursuant to the ISO Procedures.

Primary Holder: The Transmission Customer that is the recognized holder of a TCC, as
described in Attachment M of this ISO OATT.

Prior Equivalent Capability Period: The previous same-season Capability Period.

Proxy Generator Bus: A proxy bus located outside the NYCA that is selected by the 1SO to
represent a typical bus in an adjacent Control Area and for which LBMP prices are calculated.
The ISO may establish more than one Proxy Generator Bus at a particular Interface with a
neighboring Control Area to enable the NYISO to distinguish the bidding, treatment and pricing
of products and services available at the Interface.

PSC: The Public Service Commission of the State of New York or any successor agency
thereto.



PSL: The New York Public Service Law, N.Y. Pub. Serv. Law 8 1 et seq. (McKinney 1989 &
Supp. 1997-98).
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Qualified Non-Generator Voltage Support Resource: A resource that is neither a Generator
nor a synchronous condenser but that is capable of providing the ISO with Reactive Power on a
dynamic basis, that is energized and under the operational control of the ISO, or a Transmission
Owner, or an External Control Area operator, that meets the resource-specific technical and
testing criteria specified in the ISO Procedures, and that is ineligible to receive Reactive Power
compensation other than as a Qualified Non-Generator VVoltage Support Resource. The Cross-
Sound Scheduled Line shall be a Qualified Non-Generator VVoltage Support Resource, provided
that it meets the technical and testing criteria specified in the 1ISO Procedures.
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RCRR TCC: A Load Zone-to-Load Zone TCC created when a Transmission Owner with a
RCRR exercises its right to convert the RCRR into a TCC pursuant to Section 19.5.4 of
Attachment M of this ISO OATT.

Reactive Power (MVAr): The product of voltage and the out-of-phase component of
alternating current. Reactive Power, usually measured in MVAr, is produced by capacitors
(synchronous condensers), over-excited Generators, and Qualified Non-Generator VVoltage
Support Resources, and absorbed by reactors or under-excited Generators and other inductive
devices including the inductive portion of Loads.

Ramp Capacity: The amount of change in the Desired Net Interchange that generation located
in the NYCA can support at any given time. Ramp Capacity may be calculated for all Interfaces
between the NYCA and neighboring Control Areas as a whole or for any individual Interface
between the NYCA and an adjoining Control Area.

Real Power Losses: The loss of Energy, resulting from transporting power over the NYS
Transmission System, between the Point of Injection and Point of Withdrawal of that Energy.

Real-Time Bid: A Bid submitted into the Real-Time Commitment at least seventy-five minutes
before the start of a dispatch hour, or at least eighty-five minutes before the start of a dispatch
hour if the Bid seeks to schedule an External Transaction at the Proxy Generator Bus associated
with the Cross-Sound Scheduled Line, the Neptune Scheduled Line, or the Linden VFT
Scheduled Line.

Real-Time Commitment (“RTC”): A multi-period security constrained unit commitment and
dispatch model that co-optimizes to solve simultaneously for Load, Operating Reserves and
Regulation Service on a least as-bid production cost basis over a two hour and fifteen minute
optimization period. The optimization evaluates the next ten points in time separated by fifteen
minute intervals. Each RTC run within an hour shall have a designation indicating the time at
which its results are posted: “RTCgo,” RTCsp, and “RTCys: post on the hour, and at fifteen,
thirty, and forty-five minutes after the hour, respectively. Each RTC run will produce binding
commitment instructions for the periods beginning fifteen and thirty minutes after its scheduled
posting time and will produce advisory commitment guidance for the remainder of the
optimization period, RTCys will also establish External Transaction schedules. Additional
information about RTC’s functions is provided in Section 4.4.2 of the ISO Services Tariff.

1.36d.3 Real-Time Dispatch (“RTD”): A multi-period security constrained dispatch model
that co-optimizes to solve simultaneously for Load, Operating Reserves, and Regulation Service
on a least-as-bid production cost basis over a fifty, fifty-five or sixty-minute period (depending
on when each RTD run covers within an hour). The Real-Time Dispatch dispatches, but does
not commit, Resources, except that RTD may commit, for pricing purposes, Resources meeting
Minimum Generation Levels and capable of starting in ten minutes. Real-Time Dispatch runs
will normally occur every five minutes. Additional information about RTD’s functions is
provided in Section 4.4.3 of the ISO Services Tariff. Throughout the ISO Services Tariff the



term “RTD” will normally be used to refer to both the Real-Time Dispatch and to the specialized
Real-Time Dispatch Corrective Action Mode software.

Real-Time Dispatch-Corrective Action Mode (“RTD-CAM?”): A specialized version of the
Real-Time Dispatch software that will be activated when it is needed to address unanticipated
system conditions. RTD-CAM is described in Section 4.4.4 of the 1SO Services Tariff.

Real-Time LBMP: The LBMPs established through the ISO Administered Real- Time Market.

Real-Time Market: The ISO Administered Markets for Energy and Ancillary Services
resulting from the operation of the RTC and the RTD.

Receiving Party: The entity receiving the Capacity and Energy transmitted by the ISO to
Point(s) of Delivery.

Reconfiguration Auction: The monthly auction administered by the 1ISO in which Transmission
Customers may purchase and sell one-month TCCs.

Reduction or Reduce: The partial or complete reduction in non-Firm Transmission Service as a
result of transmission Congestion (either anticipated or actual).

Reference Bus: The location on the NYS Transmission System relative to which all
mathematical quantities, including Shift Factors and penalty factors relating to physical
operation, will be calculated. The NYPA Marcy 345 kV transmission substation is designated as
the Reference Bus.

Regional Transmission Group (RTG): A voluntary organization of transmission owners,
transmission users and other entities approved by the Commission to efficiently coordinate
transmission planning (and expansion), operation and use on a regional (and interregional) basis.

Regulation Service Demand Curve: A series of quantity/price points that defines the
maximum Shadow Price for Regulation Service corresponding to each possible quantity of
Resources that the ISO’s software may schedule to satisfy the ISO’s Regulation Service
constraint. A single Regulation Service Demand Curve will apply to both the Day-Ahead Market
and the Real-Time Market for Regulation Service. The Shadow Price for Regulation Service
shall be used to calculate Regulation Service payments under Rate Schedule 3 of the Service
Tariff.

Reliability Rules: Those rules, standards, procedures and protocols developed and promulgated
by the NYSRC, including Local Reliability Rules, in accordance with NERC, NPCC, FERC,
PSC and NRC standards, rules and regulations, and other criteria and pursuant to the NYSRC
Agreement.

Required System Capability: Generation capability required to meet an LSE’s peak Load plus
Installed Capacity reserve obligation as defined in the Reliability Rules.

Reserved Capacity: The maximum amount of Capacity and Energy that the ISO agrees to
transmit for the Transmission Customer over the NYS Transmission System between the Point(s)



of Receipt and the Point(s) of Delivery under Part 3 of this Tariff. Reserved Capacity shall be
expressed in terms of whole megawatts on a sixty (60) minute interval (commencing on the
clock hour) basis.

Residual Adjustment: The adjustment made to ISO costs that are recovered through Schedule
1. The Residual Adjustment is calculated pursuant to Schedule 1.

Residual Capacity Reservation Right (“RCRR”): A megawatt of transmission capacity from
one Load Zone to an electrically contiguous Load Zone, each of which is internal to the NYCA,
that may be converted into an RCRR TCC by a Transmission Owner allocated the RCRR
pursuant to Section 19.5 of Attachment M.

Residual Transmission Capacity: The transmission capacity determined by the ISO before,
during and after the Centralized TCC Auction which is conceptually equal to the following:
Residual Transmission Capacity = TTC - TRM - CBM - GTR - GTCC - ETCNL

The TCCs associated with Residual Transmission Capacity cannot be accurately
determined until the Centralized TCC Auction is conducted.

TTC is the Total Transfer Capability that can only be determined after the Residual
Transmission Capacity is known.

GTR is the transmission capacity associated with Grandfathered Rights.
GTCC is the transmission capacity associated with Grandfathered TCCs.

ETCNL is the transmission capacity associated with Existing Transmission Capacity for
Native Load.

TRM is the Transmission Reliability Margin.
CBM is the Capacity Benefit Margin.
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Safe Operations: Actions which avoid placing personnel and equipment in peril with regard to
the safety of life and equipment damage.

Scheduled Energy Injection: Energy injections which are scheduled on a real-time basis by
RTC.

Scheduled Line: A transmission facility or set of transmission facilities: (a) that provide a
distinct scheduling path interconnecting the ISO with an adjacent control area, (b) over which
Customers are permitted to schedule External Transactions, (c) for which the NY1SO separately
posts TTC and ATC, and (d) for which there is the capability to maintain the Scheduled Line
actual interchange at the DNI, or within the tolerances dictated by Good Utility Practice. Each
Scheduled Line is associated with a distinct Proxy Generator Bus. Transmission facilities shall
only become Scheduled Lines after the Commission accepts for filing revisions to the NYISO’s
tariffs that identify a specific set or group of transmission facilities as a Scheduled Line. The
following transmission facilities are Scheduled Lines: the Cross-Sound Scheduled Line, the
Neptune Scheduled Line, the Dennison Scheduled Line, the Northport-Norwalk Scheduled Line,
and the Linden VFT Scheduled Line.

Scheduling Differential: A monetary amount, to be defined by the ISO pursuant to ISO
Procedures that is assigned to, or defines Bid Price limits applicable to, Decremental Bids and
Sink Price Cap Bids at Proxy Generator Buses, in order to establish an appropriate scheduling
priority for the Transaction or Firm Transmission Service associated with each such Bid. The
Scheduling Differential shall be no larger than one dollar ($1.00).

SCUC: Security Constrained Unit Commitment, described in Attachment C of the Tariff.

Second Contingency Design and Operation: The planning, design and operation of a power
system such that the loss of any two (2) facilities will not result in a service interruption to either
native load customers or contracted firm Transmission Customers. Second Contingency Design
and Operation criteria do not include the simultaneous loss of two (2) facilities, but rather
consider the loss of one (1) facility and the restoration of the system to within acceptable
operating parameters, prior to the loss of a second facility. These criteria apply to thermal,
voltage and stability limits and are generally equal to or more stringent than NYPP, NPCC and
NERC criteria.

Second Settlement: The process of: (1) identifying differences between Energy production,
Energy consumption or NYS Transmission System usage scheduled in a First Settlement, and the
actual production, consumption, or NYS Transmission System usage during the Dispatch Day;
and (2) assigning financial responsibility for those differences to the appropriate Customers and
Market Participants. Charges for Energy supplied (to replace Generation deficiencies or
unscheduled consumption), and payments for Energy consumed (to absorb consumption
deficiencies or excess Energy supply) or changes in transmission usage will be based on the
Real-Time LBMPs.



Secondary Holder: Entities that purchase TCCs and have not been certified as a Primary Holder
by the 1SO.

Secondary Market: A market in which Primary and Secondary Holders sell TCCs by
mechanisms other than through the Centralized TCC Auction, Reconfiguration Auction, or by
Direct Sale.

Security Coordinator: An entity that provides the security assessment and Emergency
operations coordination for a group of Control Areas. A Security Coordinator must not
participate in the wholesale or retail merchant functions.

Self-Committed Fixed: A bidding mode in which a Generator is self-committed and opts not to
be Dispatchable over any portion of its operating range.

Self-Committed Flexible: A bidding mode in which a dispatchable Generator follows Base
Point Signals within a portion of its operating range, but self-commits.

Self-Supply: The provision of certain Ancillary Services, or the provision of Energy to replace
Marginal Losses by a Transmission Customer using either the Transmission Customer’s own
Generators or generation obtained from an entity other than the 1SO.

Service Agreement: The initial agreement and any amendments or supplements thereto entered
into by the Transmission Customer and the I1SO for service under the Tariff or any unexecuted
Service Agreement, amendments on supplements thereto, that the ISO unilaterally files with the
Commission.

Service Commencement Date: The date the 1ISO begins to provide service pursuant to the
terms of an executed Service Agreement, or the date the ISO begins to provide service in
accordance with Section 3.3.3 or Section 4.2.1 under the Tariff.

Settlement: The process of determining the charges to be paid to, or by a Transmission
Customer to satisfy its obligations

Shadow Price: The marginal value of relieving a particular Constraint which is determined by
the reduction in system cost that results from an incremental relaxation of that Constraint.

Shift Factor (“SF”): A ratio, calculated by the ISO, that compares the change in power flow
through a transmission facility resulting from the incremental injection and withdrawal of power
on the NYS Transmission System.

Short-Term Firm Point-To-Point Transmission Service: Firm Point-to-Point Service, the
price of which is fixed for a short term by a Transmission Customer acquiring sufficient TCCs
with the same Points of Receipt and Delivery as its Transmission Service.

Sink Price Cap Bid: A Bid Price provided by an entity engaged in an Export to indicate the
relevant Proxy Generator Bus LBMP below which that entity is willing to either purchase
Energy in the LBMP Markets or, in the case of Bilateral Transactions, to accept Transmission
Service.



Special Test Transactions: The revenues or costs from purchases and/or sales of Energy that
may occur pursuant to virtual regional dispatch/intra-hour transaction pilot tests conducted by the
ISO to analyze potential solutions for, or approaches to resolving inter-market “seams” issues
with neighboring control area operators.

Start-Up Bid: A Bid parameter that may vary hourly and that identifies the payment a Supplier

requires to bring a Generator up to its specified minimum operating level from an offline state or
a Demand Side Resource from a level of no Demand Reduction to its specified minimum level of
Demand Reduction.

Storm Watch: Actual or anticipated severe weather conditions under which region-specific
portions of the NYS Transmission System are operated in a more conservative manner by
reducing transmission transfer limits.

Strandable Costs: Prudent and verifiable expenditures and commitments made pursuant to a
Transmission Owner’s legal obligations that are currently recovered in the Transmission
Owner’s retail or wholesale rate that could become unrecoverable as a result of a restructuring of
the electric utility industry and/or electricity market, or as a result of retail-turned-wholesale
customers, or customers switching generation or transmission service suppliers.

Stranded Investment Recovery Charge (“SIRC”): A charge established by a Transmission
Owner to recover Strandable Costs.

Sub-Auctions: The set of rounds in a given Capability Period Auction in which TCCs of a
given duration may be purchased.

Supplier: A Party that is supplying the Capacity, Energy and/or associated Ancillary Services to
be made available under the ISO OATT or the ISO Services Tariff, including Generators and
Demand Side Resources that satisfy all applicable ISO requirements.

Supplemental Resource Evaluation (“SRE”): A determination of the least cost selection of
additional Generators, which are to be committed, to meet: (i) changed or local system
conditions for the Dispatch Day that may cause the Day-Ahead schedules for the Dispatch Day
to be inadequate to meet the reliability requirements of the Transmission Owner’s local system
or to meet Load or reliability requirements of the 1SO; or (ii) forecast Load and reserve
requirements over the six-day period that follows the Dispatch Day.

System Impact Study: An assessment by the ISO of (i) the adequacy of the NYS Transmission
System to accommodate a request to build facilities in order to create incremental transfer
capability, resulting in incremental TCCs, in connection with a request for either Firm Point-To-
Point Transmission Service or Network Integration Transmission Service; and (ii) the additional
costs to be incurred in order to provide the incremental transfer capability.



1.20 Definitions - T

Tangible Net Worth: The value, determined by the ISO, of all of a Customer’s assets less both:
(1) the amount of the Customer’s liabilities and (ii) all of the Customer’s intangible assets,
including, but not limited to, patents, trademarks, franchises, intellectual property, and goodwill.

Third Party Sale: Any sale for resale in interstate commerce to a power purchaser that is not
designated as part of Network Load under the Network Integration Transmission Service.

Third Party Transmission Wheeling Agreements (“Third Party TWAs”): A Transmission
Wheeling Agreement, as amended, between Transmission Owners or between a Transmission
Owner and an entity that is not a Transmission Owner associated with the purchase (or sale) of
Energy, Capacity, and/or Ancillary Services for the benefit of an entity that is not a Transmission
Owner. These agreements are listed in Attachment L, Table 1A and 1B.

Total Transfer Capability (“TTC”): The amount of electric power that can be transferred over
the interconnected transmission network in a reliable manner.

Trading Hub: A virtual location in a given Load Zone, modeled as a Generator bus and/or Load
bus, for scheduling Bilateral Transactions in which both the POI and POW are located within the
NYCA.

Trading Hub Energy Owner: A Customer who buys energy in a Bilateral Transaction in which
the POW is a Trading Hub, or who sells energy in a Bilateral Transaction in which the POl is a
Trading Hub.

Transaction: The purchase and/or sale of Energy or Capacity, or the sale of Ancillary Services.

Transfer Capability: The measure of the ability of interconnected electrical systems to reliably
move or transfer power from one area to another over all transmission facilities (or paths)
between those areas under specified system conditions.

Transmission Congestion Contract Component (“TCC Component”): As defined in the ISO
Services Tariff.

Transmission Congestion Contracts (“TCCs”): The right to collect or obligation to pay
Congestion Rents in the Day-Ahead Market for Energy associated with a single MW of
transmission between a specified POl and POW. TCCs are financial instruments that enable
Energy buyers and sellers to hedge fluctuations in the price of transmission.

Transmission Customer: Any Eligible Customer (or its designated agent) that (i) executes a
Service Agreement, or (ii) requests in writing that the ISO file with the Commission a proposed
unexecuted Service Agreement to receive Transmission Service under Part 3, 4 and/or 5 of the
Tariff.

Transmission District: The geographic area served by the Investor-Owned Transmission
Owners and LIPA, as well as the customers directly interconnected with the transmission
facilities of the Power Authority of the State of New York.



Transmission Facility Agreement: The agreements listed in Attachment L, Table 2 of the ISO
OATT governing the use of specific or designated transmission facilities charges all, or a
portion, of the costs to install, own, operate, or maintain said transmission facilities, to the
customer under the agreement. These agreements may or may not have provisions to provide
Transmission Service utilizing said transmission facilities.

Transmission Facilities Under 1ISO Operational Control: The transmission facilities of the
Transmission Owners listed in Appendix A-1 of the ISO/TO Agreement, (“Listing of
Transmission Facilities Under ISO Operational Control,”) that are subject to the Operational
Control of the ISO. This listing may be amended from time-to-time as specified in the ISO/TO
Agreement.

Transmission Facilities Requiring 1SO Notification: The transmission facilities of the
Transmission Owners listed in Appendix A-2 of the ISO/TO Agreement, “Listing of
Transmission Facilities Requiring ISO Notification,” whose status of operation must be provided
to the 1SO by the Transmission Owners (for the purposes stated in the 1ISO Tariffs and in
accordance with the ISO OATT and ISO/TO Agreement) prior to the Transmission Owners
making operational changes to the state of these facilities. This listing may be amended from
time-to-time as specified in the ISO/TO Agreement.

Transmission Fund: The mechanism used under the current NYPP Agreement to compensate
the Member Systems for providing Transmission Service for economy Energy Transactions over
their transmission systems. Each Member System is allocated a share of the economy Energy
savings in dollars assigned to the fund that is based on the ratio of their investment in
transmission facilities to the sum of investments in transmission and generation facilities.

Transmission Owner: The public utility or authority (or its designated agent) that owns
facilities used for the transmission of Energy in interstate commerce and provides Transmission
Service under the Tariff.

Transmission Owner’s Monthly Transmission System Peak: The maximum hourly firm
usage as measured in megawatts (MW) of the Transmission Owner’s transmission system in a
calendar month.

Transmission Plan: A plan developed by the ISO staff with Transmission Owner’s support that
is a compilation of transmission projects proposed by the Transmission Owners and others, that
are found to meet all applicable criteria.

Transmission Reliability Margin (“TRM”): The amount of TTC reserved by the 1SO to ensure
the interconnected transmission network is secure under a reasonable range of uncertainties in
system conditions.

Transmission Service: Point-To-Point, Network Integration or Retail Access Transmission
Service provided under Parts 3, 4 and 5 of the Tariff.

Transmission Service Charge (“TSC”): A charge designed to ensure recovery of the embedded
cost of a Transmission Owner’s transmission system.



Transmission Shortage Cost: The maximum reduction in system costs resulting from an
incremental relaxation of a particular Constraint that will be used in calculating LBMP. The
Transmission Shortage Cost is set at $4000/MWh.

Transmission System: The facilities operated by the 1SO that are used to provide Transmission
Services under Part 3, Part 4 or Part 5 of this Tariff.

Transmission Usage Charge (“TUC”): Payments made by the Transmission Customer to cover
the cost of Marginal Losses and, during periods of time when the transmission system is
Constrained, the marginal cost of Congestion. The TUC is equal to the product of: (1) the
LBMP at the POW minus the LBMP at the POI (in $/MWh); and (2) the scheduled or delivered
Energy (in MWh).

Transmission Wheeling Agreement (“TWA”): The agreements listed in Tables 1A and 1B of
Attachment L to the ISO OATT governing the use of specific or designated transmission
facilities that are owned, controlled or operated by an entity for the transmission of Energy in
interstate commerce.



1.21 Definitions - U
UCAP Component: As defined in the ISO Services Tariff.
Unrated Customer: As defined in the ISO Services Tariff.

Unsecured Credit: As defined in the 1SO Services Tariff.



1.22 Definitions - V

Virtual Load: As defined in the ISO Services Tariff.

Virtual Supply: As defined in the ISO Services Tariff.

Virtual Transaction: As defined in the ISO Services Tariff.

Virtual Transaction Component: As defined in the ISO Services Tariff.

Voting Share: The method used in the ISO Agreement to allocate voting rights among the
members of the Management Committee. The formula for calculating a Party’s Voting Share is
provided in the ISO Agreement.



1.23 Definitions - W

West of Central-East (“West” or “Western”): An electrical area comprised of Lead Zones A,
B, C, D, and E, as identified in the ISO Procedures.

Wheels Through: Transmission Service, originating in another Control Area that is wheeled
through the NYCA to another Control Area.

Wholesale Market: The sum of purchases and sales of Energy and Capacity for resale along
with Ancillary Services needed to maintain reliability and power quality at the transmission level
coordinated together through the ISO and Power Exchanges. A party who purchases Energy,
Capacity or Ancillary Services in the Wholesale Market to serve its own Load is considered to be
a participant in the Wholesale Market.

Wholesale Transmission Services Charges (“WTSC”): Those charges calculated pursuant to
Attachment H of the OATT, incurred or declared overdue by a Transmission Owner pursuant to
Section 26.8.2 of Attachment K to the ISO Services Tariff, after the effective date of these
revisions; provided, however, that these provisions will not apply to pre-petition bankruptcy
debts for a company that is currently in bankruptcy.

Wind Energy Forecast: The ISO’s forecast of Energy that is expected to be supplied over a
specified interval of time by an Intermittent Power Resource that depends on wind as its fuel and
which is used in ISO’s Energy market commitment and dispatch.

WTSC Component: As defined in the 1ISO Services Tariff.



1.24 Definitions - X



1.25 Definitions - Y



1.26 Definitions - Z
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Common Service Provisions



21 Term and Effectiveness
211 Effectiveness:

This Tariff shall become effective on the latest of the following: (i) September 1, 1999;
(i) Commission approval of (a) this Tariff; (b) the 1ISO Services Tariff; (c) the ISO Agreement;
(d) NYSRC Agreement; (e) the ISO/NYSRC Agreement; and (f) the ISO/TO Agreement
(collectively, the “ISO Tariffs and ISO Related Agreements”); (iii) the date on which both the
Commission and the PSC grant all necessary approvals to the Transmission Owners to transfer
Operational Control of any facilities to the ISO or otherwise dispose of any of their property,
including, without limitation, those approvals required under Section 70 of the New York Public
Service Law (“PSL”) and Section 203 of the Federal Power Act (“FPA”); (iv) the last date that
any other approval or authorization is received, to the extent such additional approval or
authorization is necessary; (v) execution of the ISO Related Agreements; or (vi) such later date

specified by the Commission.

21.2 Term and Termination:

This Tariff shall remain in effect until: (i) canceled by the 1SO upon sixty (60) days prior
written notice in accordance with applicable Commission regulations; or (ii) the effective date of,
any law, order, rule, regulation, or determination of a body of competent jurisdiction requiring
termination or a material modification of this Tariff and/or Service Agreements related to this
Tariff that would be inconsistent with any term or provision of the ISO/TO Agreement. Any
Transmission Customer may withdraw from this Tariff on thirty (30) days prior written notice to

the I1SO.



2.2 Initial Allocation and Renewal Procedures
2.2.1 Initial Allocation of Available Transfer Capability:

Firm Transmission Service under this Tariff is obtained when the Transmission Customer
agrees to pay the Congestion associated with its service. A Transmission Customer may fix the
price of Congestion costs associated with its Firm Transmission Service through the purchase of
a sufficient quantity of Transmission Congestion Contracts (“TCCs”), including Fixed Price
TCCs that are obtained under Attachment M to this Tariff, with receipt and delivery points
corresponding to its Transmission Service. TCCs are solely financial instruments that do not
establish any rights to, or the availability of, Transmission Service. For purposes of determining
whether existing capability on the NYS Transmission System is adequate to accommodate a
request for Firm Transmission Service under this Tariff, the ISO shall employ Security
Constrained Unit Commitment (“SCUC”), Real-Time Commitment (“RTC”) and Real-Time
Dispatch (“RTD”) programs in accordance with Attachment C. The availability of TCCs will be

determined as described in Attachment M.

2.2.2 Reservation Priority For Existing Firm Service:

Existing firm service customers (wholesale requirements and transmission-only, with a
contract term of extending beyond the ISO implementation date), have the right to take
Transmission Service from the ISO in accordance with the provisions of Attachment K. This
transmission reservation priority is independent of whether the existing customer continues to
purchase Capacity and Energy from a Transmission Owner or elects to purchase Capacity and
Energy from another Supplier.

At the end of their contract terms, certain LSES may have the right to obtain Fixed Price

TCCs in accordance with Attachment M to this Tariff.



All NYS Transmission Capacity associated with expired Grandfathered Rights and/or
Grandfathered TCCs other than that needed to support Fixed Price TCCs, shall be made
available to support TCCs available for purchase in the next Centralized TCC auction facilitated

by the ISO, pursuant to the provisions of Attachment M.



2.3 Ancillary Services

Ancillary Services are needed with Transmission Service to maintain reliability within
and among the Control Areas affected by the Transmission Service. The ISO is required to
provide, and the Transmission Customer is required to purchase, the following Ancillary
Services: (i) Scheduling, System Control and Dispatch, (ii) Voltage Support Service, (iii)
Energy Imbalance and (iv) Black Start Service.

The ISO is required to offer to provide the following Ancillary Services only to the
Transmission Customers serving Load within the NYCA: (i) Regulation and Frequency
Response, and (ii) Operating Reserves. The Transmission Customer serving Load within the
NYCA is required to acquire these Ancillary Services, whether from the 1SO, a third party, or by
Self-Supply pursuant to Schedules 3 and 5. The Transmission Customer may not decline the
ISO’s offer of Ancillary Services unless it demonstrates that it has acquired the Ancillary
Services from another source. The Transmission Customer must list in its Application which
Ancillary Services it will purchase from the 1SO.

The ISO shall specify the rate treatment and all related terms and conditions in the event
of an unauthorized use of Ancillary Services by the Transmission Customer.

The specific Ancillary Services, prices and/or compensation methods are described on the
schedules that are attached to and made a part of this Tariff. Sections 2.3.1 through 2.3.6 below

list the six Ancillary Services.

2.3.1 Scheduling, System Control and Dispatch Service:

The rates and/or methodology are described in Schedule 1.



2.3.2

2.3.3

234

2.35

2.3.6

Voltage Support Service:

The rates and/or methodology are described in Schedule 2.

Regulation and Frequency Response Service:

The rates and/or methodology are described in Schedule 3.

Energy Imbalance Service:

The rates and/or methodology are described in Schedule 4.

Operating Reserve Service:

The rates and/or methodology are described in Schedule 5.

ISO Black Start Capability:

The rates and/or methodology are described in Schedule 6.



2.4 Open-Access Same Time Information System (“OASIS”)

Terms and conditions regarding Open Access Same-Time Information System and
Standards of Conduct are set forth in Part 37 of the Commission’s regulations (“Open Access
Same-Time Information System and Standards of Conduct for Public Utilities”) and 18 C.F.R.
8 38 of the Commission’s regulations (Business Practice Standards and Communication
Protocols for Public Utilities). The 1SO will maintain an OASIS, including a Bid/Post System,
for purposes of scheduling Transmission Service.

The ISO shall post on OASIS and its public website an electronic link to all rules,
standards and practices that (i) relate to the terms and conditions of Transmission Service, (ii) are
not subject to a North American Energy Standards Board (NAESB) copyright restriction, and
(iii) are not otherwise included in this Tariff. The ISO shall post on OASIS and on its public
website an electronic link to the NAESB website where any rules, standards and practices that
are protected by copyright may be obtained. The ISO shall also post on OASIS and its public
website an electronic link to a statement of the process by which the 1SO shall add, delete or
otherwise modify the rules, standards and practices that are not included in this tariff. Such
process shall set forth the means by which the ISO shall provide reasonable advance notice to
Transmission Customers and Eligible Customers of any such additions, deletions or
modifications, the associated effective date, and any additional implementation procedures that

the 1SO deems appropriate.



2.5 Local Furnishing Bonds and Other Tax Exempt Financing

25.1 Tax Exempt Financing Pursuant to Section 142(f) of the Internal Revenue
Code:

This provision is applicable only to Transmission Owners that have financed facilities for
the local furnishing of Energy with Local Furnishing Bonds, as described in Section 142(f) of the
Internal Revenue Code (“Local Furnishing Bonds™). Notwithstanding any other provision of this
Tariff, neither the ISO nor the Transmission Owner shall be required to provide transmission
service to any Eligible Customer pursuant to this Tariff if the provision of such transmission
service would jeopardize the tax-exempt status of any Local Furnishing Bond(s) used to finance

the Transmission Owner’s facilities.

25.2 Section 211 Order:

The provision of transmission service under this Tariff shall also constitute provision of
transmission service pursuant to an Order by the Commission under Section 211 of the FPA with

respect to the transmission of electricity on Consolidated Edison’s transmission system.

2.5.3 Alternative Procedures for Requesting Transmission Service:

Q) If a Transmission Owner other than LIPA determines that the provision of
transmission service requested by an Eligible Customer would jeopardize the tax-exempt status
of any Local Furnishing Bond(s), the Transmission Owner shall advise the ISO within thirty (30)
days of receipt of the Completed Application from an Eligible Customer requesting such service,
or on the date on which this Tariff becomes effective, whichever is applicable. If LIPA
determines that the provision of Transmission Service requested by an Eligible Customer would
jeopardize the tax-exempt status of any Local Furnishing Bond(s) or LIPA Tax-Exempt Bonds,

LIPA shall promptly advise the 1SO.



(i) If the Eligible Customer thereafter renews its request for the same transmission
service referred to in (i) by tendering an application under Section 211 of the FPA, the
Transmission Owner, within ten (10) days of receiving a copy of the Section 211 application,
will waive its rights to a request for service under Section 213(a) of the FPA and to the issuance
of a proposed order under Section 211 of the FPA. The Commission, upon receipt of the
Transmission Owner’s waiver of its rights to a request for service under Section 213(a) of the
FPA and to the issuance of a proposed order under Section 211 of the FPA, shall issue an order
under Section 211 of the FPA. Upon issuance of the order under Section 211 of the FPA, the
ISO and the Transmission Owner shall be required to provide the requested Transmission

Service in accordance with the terms and conditions of this Tariff.

254 Tax Exempt Financing Pursuant to Section 103 and Related Provision of
the Internal Revenue Code:

This provision is applicable only to NYPA which has financed transmission facilities
with the proceeds of bonds issued pursuant to Section 103 and related provisions of the Internal
Revenue Code (“Government Bonds”). Notwithstanding any other provision of this Tariff,
neither the ISO nor NYPA shall be required to provide Transmission Service to any Eligible
Customer pursuant to this Tariff if provision of such transmission service would result in loss of
the tax-exempt status of any government bonds or impair NYPA’s ability to issue future

tax-exempt obligations.

255 Transmission Service Effects on Use of Tax-Exempt Financing by LIPA:

This provision is applicable only to LIPA Tax-Exempt Bonds. Notwithstanding any
other provisions of this Tariff, neither the ISO nor LIPA shall be required to provide

Transmission Service to any Eligible Customer pursuant to this Tariff if the provision of such



Transmission Service would result in the loss of tax-exempt status of any of LIPA Tax-Exempt
Bonds or impair the Long Island Power Authority’s ability to issue future tax-exempt

obligations.

2.5.6 Responsibility for Costs Associated With Loss of Tax-Exempt Status:

If by virtue of an order issued by the Commission pursuant to Section 211 of the FPA, the
ISO or a Transmission Owner is required to provide Transmission Service that would adversely
affect the tax-exempt status of a Transmission Owner’s Local Furnishing Bonds, Government
Bonds, LIPA Tax-Exempt Bonds, or any other tax-exempt debt obligations then the Eligible
Customer receiving such Transmission Service will compensate the Transmission Owner for all

costs, if any, associated with the loss of tax-exempt status plus the costs of Transmission Service.

2.5.7 Use of LIPA’s Facilities:

All categories of Transmission Service into and out of the Long Island Transmission
District shall require pre-approval by LIPA to ensure compliance with Sections 2.5.1 and 2.5.5,
above. LIPA shall promptly inform the 1SO of those categories of Transmission Service that are
preapproved. Customers seeking Transmission Service into and out of the Long Island
Transmission District shall submit requests for service to the 1ISO pursuant to the terms of its
Tariffs. If a Customer requests a category of Transmission Service that is not pre-approved, the
ISO shall reject the schedule and advise the Customer that such Transmission Service must first
be reviewed by LIPA and determined to be capable of being provided in a manner that is
consistent with Sections 2.5.1 and 2.5.5, above. The ISO shall schedule Transmission Service
into and out of the Long Island Transmission District, including External Transactions, in
accordance with its Tariffs. The ISO also shall adopt procedures for coordination of scheduling

Transmission Service into and out of the Long Island Transmission District, including External



Transactions, consistent with the requirements of this Section and Section 11.02 of the ISO

Agreement which shall be implemented on a nondiscriminatory basis.



2.6 Reciprocity

A Transmission Customer receiving Transmission Service under this Tariff agrees to
provide comparable Transmission Service that it is capable of providing to each Transmission
Owner on similar terms and conditions over facilities used for the transmission of Energy owned,
controlled or operated by the Transmission Customer and over facilities used for the
transmission of Energy owned, controlled or operated by the Transmission Customer’s corporate
Affiliates. A Transmission Customer that takes Transmission Service from a power pool or
Regional Transmission Group, Regional Transmission Organization (RTO), Independent System
Operator (ISO) or other transmission organization approved by the Commission for the operation
of transmission facilities also agrees to provide comparable transmission service to the
transmission-owning members of such power pool and Regional Transmission Group, RTO,
ISO, or other transmission organization on similar terms and conditions over facilities used for
the transmission of Energy owned, controlled or operated by the Transmission Customer and
over facilities used for the transmission of Energy owned, controlled or operated by the
Transmission Customer’s corporate Affiliates.

This reciprocity requirement applies not only to the Transmission Customer that obtains
Transmission Service under this Tariff, but also to all parties to a Transaction that involves the
use of Transmission Service under this Tariff, including the power seller, buyer and any
intermediary, such as a power marketer. This reciprocity requirement also applies to any
Eligible Customer that owns, controls or operates transmission facilities that uses an
intermediary, such as a power marketer, to request Transmission Service under this Tariff. If the
Transmission Customer does not own, control or operate transmission facilities, it must include

in its Application a sworn statement of one of its duly authorized officers or other representatives



that the purpose of its Application is not to assist an Eligible Customer to avoid the requirements

of this provision.



2.7 Billing and Payment
2.7.1 ISO Clearing Account

The ISO will establish an account (the “ISO Clearing Account”), and Transmission
Customers shall make payments into or receive payments from the ISO Clearing Account in
accordance with their settlement information provided by the ISO as described in Section 2.7.3
of this ISO OATT.

The ISO Clearing Account established herein shall be opened and operated by the I1SO as
trustee in trust for 1ISO creditors and 1SO debtors in accordance with this ISO OATT.

The account shall be maintained at a bank or other financial institution in New York State
as a trust account. Such account shall not be commingled with any other 1SO accounts. The ISO
will not take title to the funds held in the ISO Clearing Account. Nor will the 1SO take title to

any Energy, Capacity, Ancillary Services or TCCs.

2.7.2 Determination and Payment of Charges Associated with Transmission
Service

This Section 2.7.2 applies to all Transmission Services except Transmission Service
pursuant to Grandfathered Agreements listed in Attachment L. Charges applicable to

Grandfathered Agreements are described in Attachment K.

2.7.2.1  Transmission Service Charge - General Applicability

The TSC charge is applied to all Actual Energy Withdrawals from the NYS Power
System under Part 3 or Part 4 of this Tariff, except for withdrawals by a Transmission Owner to
provide bundled retail service or scheduled withdrawals associated with grandfathered
transactions as specified in Attachments K and L. The TSC charge also is applied to

Transactions to destinations outside the NYCA (Export or Wheel-Through Transactions), except



as provided for in Section 2.7.2.1.4 of this Tariff.

Subject to the foregoing, the TSC applies to all Actual Energy Withdrawals regardless of
whether the withdrawals occur in conjunction with a Bilateral Transaction or through the
purchase of Energy from an LBMP Market. The TSC is payable under this Section regardless of
whether the withdrawal is scheduled under Part 3 or Part 4 of this Tariff. Customers buying
Energy from a Transmission Owner as part of a bundled retail rate will pay a portion of the
Transmission Owner’s transmission revenue requirement as part of their retail rates. Sales to
these customers will be included in the billing units used to calculate each Transmission Owner’s
TSC under this Tariff in accordance with Attachment H.

Transmission Customers who are parties to grandfathered agreements specified in
Attachment L will pay the applicable contract rate in those agreements. Revenues from these
agreements will be credited against the Transmission Owners’ individual revenue requirements
in calculating the TSC.

2.7.2.1.1 Payable to Transmission Owners: The TSC will be payable to

Transmission Owners, in the manner described below in the remainder of Section
2.7.2.1.

2.7.2.1.2 Payable by Retail Access Customers: Retail access customers or LSES

scheduling on their behalf will pay a TSC to their respective Transmission
Owners under the provisions described in Part 5 of this Tariff. The TSC is
payable under Part 5 (Retail Access Service) regardless of whether the LSE takes
service under Part 3 (Point-to-Point Service) or Part 4 (Network Integration
Service) of this Tariff.

2.7.2.1.3 Payable by LSEs Serving Non-Retail Access Load in NYCA: LSEs



serving NYCA Load that is not part of a retail access program, such as customers
of municipal electric systems, will pay a TSC to the Transmission Owner in
whose Transmission District the Load is located. The TSC shall apply to Actual
Energy Withdrawals by the Load, regardless of whether such withdrawals are
associated with Transmission Service under Part 3 or Part 4 of this Tariff or
purchases from an LBMP Market, whether the withdrawals are scheduled or
unscheduled, and regardless of whether the withdrawals were made on the Load’s
behalf by the LSE or by another Transmission Customer.

2.7.2.14 Payable by Eligible Customers Scheduling Export or Wheel-Through
Transactions: Eligible Customers scheduling Transactions to destinations
outside the NYCA (Export or Wheel-Through Transactions) are subject to a TSC
as calculated in Attachment H. The TSC charge shall be eliminated on all
Exports and Wheel-Through Transactions scheduled with the ISO to destinations
within the New England Control Area; provided that the following conditions
shall continue to be met: (1) a Commission approved tariff provision is in effect
that provides for unconditional reciprocal elimination of charges on Exports and
Wheel-Through Transactions from the New England Control Area to the New
York Control Area; (2) no change in the provisions in this Tariff related to Local
Furnishing Bonds and Other Tax Exempt Financing shall be required for the
reciprocal elimination of charges on Export and Wheel-Through Transactions to
the New York Control Area; and (3) the New York Transmission Owners have
the ability to fully recover the revenues related to the charges on Export and

Wheel-Through Transactions that are eliminated. The ISO and the New York



Transmission Owners, jointly or separately, shall have the right to make a Section
205 filing with the Commission to reimpose the charge on Exports and Wheel-
Through Transactions if at any time any of the foregoing conditions is no longer
satisfied. The ISO will perform the requisite calculation and inform the
Transmission Customer of the applicable Transmission Owner(s) of the TSC
charge. The TSC will be payable by the Transmission Customer directly to the

Transmission Owner(s).

2.7.2.2  Transmission Usage Charge (TUC)

2.7.2.2.1 Payable to the ISO: Transmission Usage Charges include Congestion
Rents and charges for Marginal Losses. They are payable directly to the 1SO.
Attachment J explains the calculation of the TUC.

2.71.2.2.2 Payable by Eligible Customers Scheduling Transmission Service: All
Transmission Customers scheduling Transmission Service under Part 3 or Part 4
of this Tariff shall pay the applicable TUC charge as calculated in the Attachment
J hereto. Eligible Customers scheduling non-firm transactions under Part 3 will
be subject to the Losses Component of the TUC only except as noted in Section
3.2.7 of this Tariff.

2.7.2.2.3 Payable by Transmission Owners Scheduling Bilateral Transactions
on Behalf of Bundled Retail Customers: Transmission Owners scheduling
Transmission Service to supply bundled retail customers shall pay the applicable
TUC charge.

2.71.2.2.4 Payable by Eligible Customers or Transmission Owners Scheduling

Direct LBMP Purchases from the LBMP Market: Any Transmission



Customer, or Transmission Owner purchasing from the LBMP Market to supply
bundled retail customers, will pay the Congestion Rent and Marginal Losses
charge applicable to its location. These Congestion Rent and Marginal Losses
charges will be included in the calculation of the LBMP charged by the ISO for

the purchase of Energy from the LBMP Market.

2.7.2.3  Ancillary Services

2.7.2.3.1 Payable to the 1SO: All Ancillary Services charges are payable directly
to the 1SO.

2.7.2.3.2 Payable by LSEs: All LSEs scheduling Transmission Service under Part
3 or Part 4 or purchases from the LMBP Market to supply Load in the NYCA
shall pay Ancillary Services charges as described in Schedules 1 through 6. The
charges will be assessed on the basis of all Actual Energy Withdrawals by the
Load, regardless of whether such withdrawals are scheduled or unscheduled, and
regardless of whether they are scheduled on the Load’s behalf by the LSE or by
another Transmission Customer. As explained in Schedule 1, in certain
circumstances the Schedule 1 charge may vary depending upon the Transmission
District in which the Load is located.

2.7.2.3.3 Payable by Customers Scheduling External Transactions: Eligible
Customers scheduling Export or Wheel-Through Transactions to destinations
outside the NYCA, or purchases from the LBMP Market to serve Load outside
the NYCA shall pay Ancillary Services charges under Schedules 1, 2, 4, and 5 of
this Tariff. The charges will be assessed on the basis of all Scheduled Energy

Withdrawals from the NYCA.



2.7.2.34 Payable by Transmission Owners Serving Bundled Retail Customers:
Transmission Owners scheduling Transmission Service or purchases from the
LBMP Market to serve of bundled retail customers shall pay the ISO Ancillary
Services charges as described in Schedules 1 to 6 based on Actual Energy

Withdrawals.

2.7.2.4 NYPA Transmission Adjustment Charge (NTAC)

2.7.2.4.1 Payable to the ISO: NTAC charges are calculated in Attachment H. All
NTAC charges are payable to the ISO.

2.71.2.4.2 Payable by LSEs Serving Load in the NYCA: Each LSE serving Load
in the NYCA shall pay an NTAC to the ISO based on the LSE’s Actual Energy
Withdrawals.

2.7.2.4.3 Payable by Eligible Customers Scheduling Export or Wheel-Through
Transactions: Eligible Customers scheduling Export or Wheel-Through
Transactions shall pay an NTAC based on their Transaction schedules. The
NTAC charge shall not apply to Exports and Wheel-Through Transactions
scheduled with the 1SO to destinations within the New England Control Area

provided that the conditions listed in Section 2.7.2.1.4 of this Tariff are satisfied.

2.7.25  Reliability Facilities Charge (“RFC”) and LIPA RFC

2.7.25.1 Payable through the ISO: All RFC and LIPA RFC charges are
calculated, collected and payable through the NY1SO pursuant to Rate Schedule
10.

2.71.25.2 Payable by LSEs Serving Load in the NYCA: Each LSE serving Load

in the_NYCA shall pay an RFC and LIPA RFC to the NYISO in accordance with



Rate Schedule 10.

2.7.3 Billing Procedures and Payments
273.1 Invoices and Settlement Information

The 1SO shall provide settlement and billing information to Transmission Customers.
The ISO shall inform each Transmission Customer that provides or is provided services
furnished under this ISO OATT or the ISO Services Tariff of the payments due for such service.
For each service provided for under this ISO OATT or the 1SO Services Tariff, the payments due
to the 1SO shall be netted against the corresponding amounts due to the Transmission Customer
for providing service. Such information shall be electronically transmitted to the Transmission
Customer.

Within five (5) business days after the first day of each month, the ISO shall submit an
invoice to the Transmission Customer that indicates the net amount owed by or owed to the
Transmission Customer for each of the services furnished under this ISO OATT and the ISO
Services Tariff during the preceding month. The ISO shall use meter data submitted to the ISO in
accordance with Section 3.16 of the ISO OATT; provided, however, that the ISO may use
estimates in whole or in part, in accordance with 1ISO Procedures, to settle an invoice. Any
charges based on estimates shall be subject to true-up, including interest calculated from the first
due date after the service was rendered in accordance with Section 2.7.4 of this ISO OATT, in
invoices subsequently issued by the ISO after the ISO has obtained the requisite actual
information, provided that the actual information is supplied to the ISO within the timeframes
established in Section 2.7.4.1 of this ISO OATT. The ISO may net any overpayment, including
interest calculated from the date the overpayment was made in accordance with Section 2.7.4 of

this ISO OATT, by the Transmission Customer for past estimated charges against current



amounts due from the Transmission Customer or, if the Transmission Customer has no
outstanding amounts due, the ISO may pay to the Transmission Customer an amount equal to the
overpayment. The ISO's invoices to Transmission Customers will be submitted only by

electronic means via the 1ISO's Bid/Post System.

2.7.3.2  Payment by the Transmission Customer

A Transmission Customer owing payments on net shall make those payments to the ISO
Clearing Account by the first banking day common to all parties after the 15th day of the month
that the invoice is rendered by the 1ISO. All payments shall be made by wire transfer in

immediately available funds payable to the 1SO as trustee of the ISO Clearing Account.

2.7.3.3  Payments by the ISO

The ISO shall pay all net monies owed to a Transmission Customer from the 1ISO
Clearing Account by the first banking day common to all parties after the 19th day of the month
that the invoice is rendered by the 1ISO. All payments shall be made by wire transfer in
immediately available funds payable to the Transmission Customer by the ISO as trustee of the

ISO Clearing Account unless other arrangements are made.

2.7.3.4  Verification of Payments

The ISO shall verify that all payments owed by Transmission Customers in accordance
with this ISO OATT and the 1SO Services Tariff to the ISO Clearing Account have been paid in
a timely manner in accordance with 1SO Procedures. If a Transmission Customer fails to make a
payment within the time period established in Section 2.7.3.2 of this ISO OATT or pays less than
the amount due, the 1SO shall take measures pursuant to Section 2.7.5 of this ISO OATT. The

ISO shall also ensure that monies owed to Transmission Customers in accordance with this ISO



OATT and the ISO Services Tariff are paid through the ISO Clearing Account in a timely

manner in accordance with 1SO Procedures.

2.7.3.5  Settlement Information and Billing Procedures for TSCs

The ISO shall provide each Transmission Owner with information to facilitate TSC
billing. Settlement information and billing procedures for payments of the TSC by retail access
customers or LSEs serving retail access customers in accordance with Section 5 of this ISO
OATT shall be separately issued, paid and collected in accordance with Section 5 of this ISO
OATT. Settlement information and billing procedures for payments for TSCs for customers
other than retail access customers and LSES serving retail access customers shall be separately
issued, paid and collected in accordance with the terms and conditions set forth in Attachment H

of this ISO OATT in accordance with Section 5 of this ISO OATT.

2.7.3.6  Billing Procedures for Retail Access Programs

The billing procedures for customers participating in retail access programs shall be in

accordance with Part IV of this ISO OATT.

2.7.4 Interest on Unpaid Balances:

Interest on any unpaid amount whether owed to a Transmission Customer or to the ISO
as trustee of the 1ISO Clearing Account (including amounts placed in escrow) shall be calculated
in accordance with the methodology specified for interest on refunds in the Commission’s
regulations at 18 C.F.R. 8§ 35.19a (a)-(2)-(iii). Interest on unpaid amounts shall be calculated
from the due date of the bill to the date of payment. Invoices shall be considered as having been
paid on the date of receipt by the 1SO.

If the 1SO is unable to provide settlement information on time due to the actions or



inactions of the Transmission Customer, in addition to any other remedies the ISO may have at
law or in equity, the Transmission Customer shall pay interest on amounts due, as calculated
above, from the first day of the month following the month in which charges are accrued, to the

time of payment of those charges.

2.7.4.1  Billing Disputes:

This Section 2.7.4.1 establishes the process and timeframe for review, challenge, and
correction of Transmission Customer invoices. For purposes of this Section 2.7.4.1, any
deadline that falls on a Saturday, Sunday, or holiday for which the ISO is closed shall be
observed on the ISO’s next business day.

For purposes of this Section 2.7.4.1, “finalized” data and invoices shall not be subject to
further correction, including by the 1SO, except as ordered by the Commission or a court of
competent jurisdiction; provided, however, that nothing herein shall be construed to restrict any

stakeholder’s right to seek redress from the Commission in accordance with the Federal Power

Act.

2.7.4.2  Settlement Cycle for Services Furnished Between January 1, 2007, and
December 31, 2008

2.7.4.2.1 1SO Corrections or Adjustments and Transmission Customer Challenges
to the Accuracy of Settlement Information

Settlement information for services furnished between January 1, 2007, and
December 31, 2008, shall be subject to review, comment, and challenge by a Transmission
Customer and correction or adjustment by the 1SO for errors at any time for up to seven (7)
months from the date of the initial invoice for the month in which the service is rendered and as
further provided in Section 2.7.4.2.2, subject to the following requirements and limitations:

0] A Supplier or meter authority may review, comment on, and challenge Generator,



(i)

(iii)

(iv)

tie-line, and sub-zone Load metering data for fifty-five (55) days from the date of
the initial invoice for the month in which service is rendered. Following this
review period, the 1SO shall then have five (5) days to process and correct
Generator, tie-line, and sub-zone Load metering data, after which time it shall be
finalized.

The meter authority shall provide to the ISO all LSE bus metering data then
available within seventy (70) days from the date of the initial invoice and shall
provide any necessary updates to the LSE bus metering data as soon as possible
thereafter. The 1SO shall post all available LSE bus metering data within
approximately seventy-one (71) days from the date of the initial invoice and shall
continue to post incoming LSE bus metering data as soon as practicable after it is
received.

The 1SO shall post advisory settlement information, including available LSE bus
metering data, within ninety (90) days from the date of the initial invoice.
Transmission Customers may review, comment on, and challenge this settlement
information, except for Generator, tie-line, and sub-zone Load metering data, after
which the ISO shall process and correct the data and issue a corrected invoice
with the regular monthly invoice issued on or about one hundred twenty (120)
days from the date of the initial invoice.

The meter authority shall provide to the ISO any final updates or corrections to
LSE bus metering data within one hundred thirty (130) days from the date of the
initial invoice. The I1SO shall then post any updated and corrected LSE bus

metering data within one hundred thirty-one (131) days from the date of the initial



invoice. Transmission Customers may then review, comment on, and challenge
the LSE bus metering data for an additional fourteen (14) days. Following this
review period, the 1SO shall have five (5) days to process and correct the LSE bus
metering data, after which it shall be finalized.

(V) At one hundred fifty (150) days from the date of the initial invoice, the ISO shall
post updated advisory settlement information. Transmission Customers may
review, comment on, and challenge this settlement information, except for
Generator, tie-line, sub-zone Load, and LSE bus metering data, after which the
ISO shall process and correct the data and issue an updated corrected invoice with
the regular monthly invoice issued on or about one hundred eighty (180) days
from the date of the initial invoice.

(vi)  Following the ISO’s issuance of an updated corrected invoice, Transmission
Customers may continue to review, comment on, and challenge settlement
information, excepting Generator, tie line, sub-zone Load, and LSE bus metering
data, until the end of the seven-month review period.

The ISO shall use reasonable means to post metering revisions for review by
Transmission Customers and to notify Transmission Customers of the approaching expiration of
review periods. To challenge settlement information contained in an invoice, a Transmission
Customer shall first make payment in full, including any amounts in dispute. Transmission
Customer challenges to settlement information shall: (i) be submitted to the ISO in writing, (ii)
be clearly identified as a settlement challenge, (iii) state the basis for the Transmission
Customer’s challenge, and (iv) include supporting documentation, if applicable. The ISO shall

notify all Transmission Customers of errors identified and the details of corrections or



adjustments made pursuant to this Section 2.7.4.2.1.

2.7.4.2.2 Review and Correction of Challenged Invoices

The ISO shall evaluate a settlement challenge as soon as possible within two (2) months
following the conclusion of the challenge period specified in Section 2.7.4.2.1; provided,
however, the ISO may, upon notice to Transmission Customers within this time of extraordinary
circumstances requiring a longer evaluation period, take up to six (6) months to evaluate a
settlement challenge.

The ISO shall not be limited to the scope of challenges in its review of a challenged
invoice and may, at its discretion, review and correct any other elements and intervals of a
challenged invoice, except Load and meter data as specified in 2.7.4.2.1. Corrections to a
challenged invoice shall be applied to all Transmission Customers that were or should have been
affected by the original settlement and shall not be limited to the Transmission Customer
challenging the invoice; provided, however, that the ISO may recover de minimis amounts or
amounts that the ISO is unable to collect from individual Transmission Customers through
Schedule 1 of this ISO OATT.

Upon completing its evaluation, the ISO shall provide written notice to the challenging
Transmission Customer of the ISO’s final determination regarding the Transmission Customer’s
settlement challenge. If the ISO determines that corrections or adjustments to a challenged
invoice are necessary and can quantify them with reasonable certainty, the 1SO shall provide all
Transmission Customers with the details of the corrections or adjustments within the timeframe
established in this Section 2.7.4.2.2. The ISO shall then provide a period of twenty-five (25) days
for Transmission Customers to review the corrected settlement information and provide

comments to the ISO regarding the implementation of those corrections or adjustments;



provided, however, that in the event of a dispute resolution proceeding conducted in accordance
with Section 2.7.4.4 of this ISO OATT, this twenty-five (25) day period shall not start or, if it
has already started, shall be suspended until the conclusion of the dispute resolution proceeding.
Following the conclusion of the dispute resolution proceeding, the 1ISO shall make any
corrections to Transmission Customers’ settlement invoices that it determines to be necessary
and shall then start, or re-start, the twenty-five (25) day Transmission Customer comment period.
If no errors in the implementation of corrections or adjustments are identified during the
twenty-five (25) day Transmission Customer comment period, the ISO shall issue a finalized
close-out settlement (“Close-Out Settlement”), clearly identified as such, in the next regular
monthly billing invoice. If an error in the implementation of a correction or adjustment is
identified during the twenty-five (25) day Transmission Customer comment period, the ISO shall
have one (1) month to make such further corrections as are necessary to address the error and
provide Transmission Customers with one additional period of twenty-five (25) days to review
and comment on the implementation of those further corrections. If an error in the
implementation of those further corrections is identified, the ISO shall then have one (1) month
to make any final corrections that are necessary and shall issue a finalized Close-Out Settlement

in the next regular monthly billing invoice.

2.7.4.3  Settlement Cycle for Services Furnished On and After January 1, 2009

2.7.4.3.1 1SO Corrections or Adjustments and Transmission Customer Challenges
to the Accuracy of Settlement Information

Settlement information for services furnished beginning January 1, 2009, and thereafter
shall be subject to review, comment, and challenge by a Transmission Customer and correction
or adjustment by the ISO for errors at any time for up to five (5) months from the date of the

initial invoice for the month in which service is rendered and as further provided in Section



2.7.4.3.2, subject to the following requirements and limitations:

(i)

(i)

(iii)

A Supplier or meter authority may review, comment on, and challenge Generator,
tie-line, and sub-zone Load metering data for fifty-five (55) days from the date of
the initial invoice for the month in which service is rendered. Following this
review period, the 1SO shall then have five (5) days to process and correct
Generator, tie-line, and sub-zone Load metering data, after which time it shall be
finalized.

The meter authority shall provide to the ISO all LSE bus metering data then
available within seventy (70) days from the date of the initial invoice and shall
provide any necessary updates to the LSE bus metering data as soon as possible
thereafter. The 1SO shall post all available LSE bus metering data within
approximately seventy-one (71)seventy-five (75) days from the date of the initial
invoice and shall continue to post incoming LSE bus metering data as soon as
practicable after it is received.

The ISO shall post advisory settlement information, including available LSE bus
metering data, within ninety (90) days from the date of the initial_invoice.
Transmission Customers may review, comment on, and challenge this settlement
information, except for Generator, tie-line, and sub-zone Load metering data, after
which the ISO shall process and correct the data and issue a corrected invoice
with the regular monthly invoice issued on or about one hundred twenty (120)
days from the date of the initial invoice. Following the ISO’s issuance of a
corrected invoice, Transmission Customers may continue to review, comment on,

and challenge their settlement information, excepting Generator, tie-line, and sub-



zone Load metering data, until the end of the five-month review period.

(iv)  The meter authority shall provide to the 1ISO any final updates or corrections to
LSE bus metering data within one hundred thirty (130) days from the date of the
initial invoice. The 1SO shall then post any updated and corrected LSE bus
metering data within one hundred thirty-five (135) days from the date of the
initial invoice. Transmission Customers may then review, comment on, and
challenge the LSE bus metering data for an additional ten (10) days. Following
this review period, the 1SO shall have five (5) days to process and correct the LSE
bus metering data, after which it shall be finalized.

The ISO shall use reasonable means to post metering revisions for review by
Transmission Customers and to notify Transmission Customers of the approaching expiration of
review periods. To challenge settlement information contained in an invoice, a Transmission
Customer shall first make payment in full, including any amounts in dispute. Transmission
Customer challenges to settlement information shall: (i) be submitted to the ISO in writing,

(i) be clearly identified as a settlement challenge, (iii) state the basis for the Transmission
Customer’s challenge, and (iv) include supporting documentation, if applicable. The ISO shall
notify all Transmission Customers of errors identified and the details of corrections or

adjustments made pursuant to this Section 2.7.4.3.1.

2.7.4.3.2 Review and Correction of Challenged Invoices

The ISO shall evaluate a settlement challenge as soon as possible within two (2) months
following the conclusion of the challenge period specified in Section 2.7.4.3.1; provided,
however, the ISO may, upon notice to Transmission Customers within this time of extraordinary

circumstances requiring a longer evaluation period, take up to six (6) months to evaluate a



settlement challenge. The ISO shall not be limited to the scope of Transmission Customer
challenges in its review of a challenged invoice and may, at its discretion, review and correct any
other elements and intervals of a challenged invoice, except Load and meter data as specified in
Section 2.7.4.3.1. Corrections to a challenged invoice shall be applied to all Transmission
Customers that were or should have been affected by the original settlement and shall not be
limited to the Transmission Customer challenging the invoice; provided, however, that the ISO
may recover de minimis amounts or amounts that the 1SO is unable to collect from individual
Transmission Customers through Rate Schedule 1 of this ISO OATT.

Upon completing its evaluation, the ISO shall provide written notice to the challenging
Transmission Customer of the ISO’s final determination regarding the Transmission Customer’s
settlement challenge. If the ISO determines that corrections or adjustments to a challenged
invoice are necessary and can quantify them with reasonable certainty, the 1SO shall provide all
Transmission Customers with the details of the corrections or adjustments within the timeframe
established in this Section 2.7.4.3.2. The ISO shall then provide a period of twenty-five (25)
days for Transmission Customers to review the corrected settlement information and provide
comments to the ISO regarding the implementation of those corrections or adjustments;
provided, however, that in the event of a dispute resolution proceeding conducted in accordance
with Section 2.7.4.4 of this ISO OATT, this twenty-five (25) day period shall not start or, if it
has already started, shall be suspended until the conclusion of the dispute resolution proceeding.
Following the conclusion of the dispute resolution proceeding, the 1ISO shall make any
corrections to Transmission Customers’ settlement invoices that it determines to be necessary
and shall then start or re-start the twenty-five (25) day Transmission Customer comment period.

If no errors in the implementation of corrections or adjustments are identified during the



twenty-five (25) day Transmission Customer comment period, the ISO shall issue a finalized
close-out settlement (“Close-Out Settlement”), clearly identified as such, in the next regular
monthly billing invoice. If an error in the implementation of a correction or adjustment is
identified during the twenty-five (25) day Transmission Customer comment period, the ISO shall
have one (1) month to make such further corrections as are necessary to address the error and
provide Transmission Customers with one additional period of twenty-five (25) days to review
and comment on the implementation of those further corrections. If an error in the
implementation of those further corrections is identified, the ISO shall then have one (1) month
to make any final corrections that are necessary and shall issue a finalized Close-Out Settlement
in the next regular monthly billing invoice.

2.7.4.4  Expedited Dispute Resolution Procedures for Unresolved Settlement
Challenges

2.7.4.4.1 Applicability of Expedited Dispute Resolution Procedures

This Section 2.7.4.4 establishes expedited dispute resolution procedures applicable to
address any dispute between a Transmission Customer and the ISO regarding a Transmission
Customer settlement that was not resolved in the ordinary settlement review, challenge, and
correction process; provided, however, that nothing herein shall restrict a Transmission Customer
or the ISO from seeking redress from the Commission in accordance with the Federal Power Act.

A Transmission Customer may request expedited dispute resolution if it has previously
presented a settlement challenge consistent with the requirements of Section 2.7.4.2.1 or
2.7.4.3.1 of this ISO OATT and has received from the I1SO a final, written determination
regarding the settlement challenge pursuant to Section 2.7.4.2.2 or 2.7.4.3.2 of this ISO OATT.
The scope of an expedited dispute resolution proceeding shall be limited to the subject matter of

the Transmission Customer’s prior settlement challenge. Transmission Customer challenges



regarding Generator, tie-line, sub-zone Load, and LSE bus metering data shall not be eligible for
formal dispute resolution proceedings under this ISO OATT. To ensure consistent treatment of
disputes, separate requests for expedited dispute resolution regarding the same issue and the
same service month or months may be resolved on a consolidated basis, consistent with

applicable confidentiality requirements.

2.7.4.4.2 Initiation of Expedited Dispute Resolution Proceeding

To initiate an expedited dispute resolution proceeding, a Transmission Customer shall
submit a written request to the ISO Chief Financial Officer within_eleven (11) business days
from the date that the ISO issues a final, written determination regarding a Transmission
Customer settlement challenge pursuant to Section 2.7.4.2.2 or 2.7.4.3.2 of this ISO OATT. A
Transmission Customer’s written request for expedited dispute resolution shall contain: (i) the
name of the Transmission Customer making the request, (ii) an indication of other potentially
affected parties, to the extent known, (iii) an estimate of the amount in controversy, (iv) a
description of the Transmission Customer’s claim with sufficient detail to enable the ISO to
determine whether the claim is within the subject matter of a settlement challenge previously
submitted by the Transmission Customer, (v) copies of the settlement challenge materials
previously submitted by the Transmission Customer to the ISO, and (vi) citations to the ISO
Tariffs and other relevant materials upon which the Transmission Customer’s settlement
challenge relies.

The ISO Chief Financial Officer shall acknowledge in writing receipt of the Transmission
Customer’s request to initiate an expedited dispute resolution proceeding. If the ISO determines
that the proceeding would be likely to aid in the resolution of the dispute, the ISO shall accept

the Transmission Customer’s request and provide written notice of the proceeding to all



Transmission Customers through the ordinary means of communication for settlement issues.
The 1SO shall provide written notice to the Transmission Customer in the event that the ISO

declines its request for expedited dispute resolution.

2.7.4.4.3 Participation by Other Interested Transmission Customers

Any Transmission Customer with rights or interests that would be materially affected by
the outcome of an expedited dispute resolution proceeding may participate; provided, however,
that a Transmission Customer seeking or supporting a change to the NYISO’s determination
regarding a Transmission Customer settlement challenge must have previously raised the issue in
a settlement challenge consistent with the requirements of Section 2.7.4.2.1 or 2.7.4.3.1 of this
ISO OATT. To participate, such Transmission Customer shall submit to the ISO Chief Financial
Officer a written request to participate that meets the requirements for an initiating request for
expedited dispute resolution within eleven (11) business days from the date that the 1SO issues
notice of the expedited dispute resolution proceeding. If the ISO determines that the
Transmission Customer has met the requirements of this Section 2.7.4.4.3, the 1SO will accept

the Transmission Customer’s request to participate in the dispute resolution proceeding.

2.7.4.4.4 Selection of a Neutral

As soon as reasonably possible following the ISO’s acceptance of a Transmission
Customer’s request for expedited dispute resolution under Section 2.7.4.4.2, the 1SO shall
appoint a neutral to preside over the proceeding by randomly selecting from a list (i) provided to
the ISO by the American Arbitration Association or (ii) developed by the 1SO with input from
the appropriate stakeholder committee, until an available neutral is found. To the extent
possible, the neutral shall be knowledgeable in electric utility matters, including electric

transmission and bulk power issues and the financial settlement of electric markets.



No person shall be eligible to act as a neutral who is a past or present officer, employee,
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 in dispute except upon the express
written consent of the parties. Any individual appointed as a neutral shall make known to the
disputing parties any such disqualifying relationship or interest and a new neutral shall be

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

2.7.4.45 Conduct of the Expedited Dispute Resolution Proceeding

The neutral shall schedule the initial meeting of the disputing parties within five (5)
business days of appointment. Except as otherwise provided in this Section 2.7.4.4, the neutral
shall have discretion over the conduct of the dispute resolution process including, but not limited
to: (i) requiring the disputing parties to meet for discussion, (ii) allowing or requiring written
submissions, (iii) establishing guidelines for such written submissions, and (iv) allowing the
participation of Transmission Customers that have requested an opportunity to be_heard.

Within sixty (60) days of the appointment of the neutral, if the dispute has not been
resolved, the neutral shall provide the disputing parties with a written, confidential, and non-
binding recommendation for resolving the dispute. The disputing parties shall then meet in an
attempt to resolve the dispute in light of the neutral’s recommendation. If the disputing parties
have not resolved the dispute within ten (10) days of receipt of the neutral’s recommendation, the
dispute resolution process will be concluded.

Neither the recommendation of the neutral, nor statements made by the neutral or any
party, including the ISO, or their representatives, nor written submissions prepared for the

dispute resolution process, shall be admissible for any purpose in any proceeding.



2.7.4.4.6 Allocation of Costs

Each party to a dispute resolution proceeding shall be responsible for its own costs

incurred during the process and for a pro rata share of the costs of a neutral.

275 Customer Default
2751 Events of Default

A Transmission Customer shall be in default, upon written notice from the I1SO, in the
event that: (i) the Transmission Customer fails to timely make a payment due to the I1SO,
regardless of whether such payment obligation is in dispute, (ii) the Transmission Customer fails
to comply with the ISO’s creditworthiness requirements, or (iii) the Transmission Customer fails
to cure its default in another independent system operator/regional transmission organization
market. In the event of a billing dispute between the ISO and the Transmission Customer, the
ISO will continue to provide service under the Service Agreement as long as the Transmission

Customer continues to make all payments.

2.75.2 Cure

Unless otherwise provided in Attachment W to this OATT, a Transmission Customer
shall have one (1) business day to cure a default resulting from its failure to timely make a
payment due to the ISO. A Transmission Customer shall have two (2) business days to cure a
default resulting from its failure to comply with the ISO’s creditworthiness requirements;
provided, however, that a Transmission Customer shall have one (1) business day to cure a
default resulting from its failure to comply with the ISO’s creditworthiness requirements

following termination of a Prepayment Agreement.

2.75.3 ISO Remedies

In addition to any and all other remedies available under the ISO Tariffs or pursuant to



law or equity, the 1SO shall have the following remedies:

(i)

(i)

(iii)

Event of Default. Upon an event of default and expiration of the relevant cure
period, the ISO may terminate service to a Transmission Customer immediately
upon notice to the Commission. In addition, in the event of a default, the ISO
may initiate debt collection procedures on behalf of the ISO Clearing Account.
The process for declaring and recovering bad debt losses is set forth in
Attachment U to this OATT.

Financial Distress. In the event of a reduction in the amount of a Transmission
Customer’s Unsecured Credit (a) by fifty percent (50%) or more as determined in
accordance with Section 26.4 of Attachment K to the ISO Services Tariff, or (b)
as a result of a material adverse change as determined in accordance with Section
26.10 of Attachment K to the 1SO Services Tariff, then the ISO shall have the
right to: (1) immediately issue an invoice to such Transmission Customer
requiring payment within two (2) business days from the invoice date for initial
settlements representing the sum of that billing period’s daily billing data
available as of the invoice date, and/or (2) require such Transmission Customer to
prepay estimated charges for up to twelve months in accordance with 1ISO
Procedures.

Default in Another ISO/RTO. In the event a Transmission Customer fails to
cure its default in another independent system operator/regional transmission
organization market, then the ISO shall have the right to: (1) demand immediate
payment by the Transmission Customer to the ISO for any amounts owed as of

the date of the demand, and/or (2) require the Transmission Customer to prepay



estimated charges for up to twelve months in accordance with 1SO Procedures,
and/or (3) reduce or eliminate the amount of the Transmission Customer’s
Unsecured Credit.

(iv)  Two Late Payments. In the event a Transmission Customer fails to pay its
invoice when due on two occasions within a rolling twelve (12) month period,
then the 1SO shall have the right to: (1) require the Transmission Customer to
prepay estimated charges weekly, based on the charges incurred by the
Transmission Customer in the previous week, for up to twelve months, and/or
(2) reduce or eliminate the amount of the Transmission Customer’s Unsecured

Credit for up to twelve (12) months.

2751 Notice to Transmission Customers

The ISO shall notify all Transmission Customers in the event that a Transmission
Customer is in default and shall also notify all Transmission Customers in the event that the
Transmission Customer subsequently cures the default or the ISO terminates the Transmission

Customer due to the default.

2.7.6 Stranded Costs

The Transmission Owners other than NYPA may seek to recover stranded costs from the
Transmission Customer pursuant to this Tariff in accordance with the terms, conditions and
procedures set forth in Commission Order No. 888. However, the Transmission Owners must
separately file any proposal to recover stranded costs under Section 205 of the FPA. This
provision shall not supersede or otherwise affect a Transmission Owner’s right to recover
stranded costs under other authority. To the extent that LIPA’s rates for service are established

by LIPA’s Board of Trustees pursuant to Article 5, Title 1-A of the New York Public Authorities



Law, Sections 1020-f(u) and 1020-s and are not subject to Commission and/or PSC jurisdiction,
LIPA’s recovery of stranded costs will not be subject to the foregoing requirements.

Upon filing of a proposal to recover stranded costs under the FPA, the Transmission
Owner shall immediately provide the ISO with a copy of the appropriate rate schedule which
will be incorporated as a new Stranded Service and Point-to-Point Service Customers and remit
the collected amounts to the applicable Transmission Owner(s). Any SIRC rate schedule
developed by LIPA under this Tariff will be effective upon receipt by the 1SO, subject to any

applicable laws and orders.



2.8 Accounting for the Transmission Owner’s Use of the Tariff

The Transmission Owners shall record the following amounts, as outlined below.

28.1 Transmission Revenue:

Transmission Owner shall include in a separate operating revenue account or subaccount,
the revenues it receives from Transmission Service when making Third-Party Sales under Part 3

of this Tariff.

2.8.2 Study Costs and Revenues:

A Transmission Owner shall include in a separate transmission operating expense
account or subaccount, costs properly chargeable to expense that are incurred by the
Transmission Owner to perform any System Impact Study or Facilities Study to determine if it
must construct new transmission facilities or upgrades necessary for its own uses, including
making Third-Party Sales under this Tariff; and include in a separate operating revenue account
or subaccount the revenues received by the Transmission Owner for a System Impact Study or
Facilities Study performed when such amounts are separately stated and identified in the

Transmission Customer’s billing under this Tariff.



2.9 Regulatory Filings

Subject to Section 2.10, nothing contained in the Tariff, any Service Agreement, or any
Network Operating Agreement shall be construed as affecting in any way the right of the 1SO, or
any Transmission Owner, with respect to a change in its revenue requirement, to unilaterally
make an application to the Commission, pursuant to Section 205 of the FPA, for a change in
rates, terms and conditions, charges, classification of service, a Service Agreement or a Network
Operating Agreement.

Subject to Section 2.10, nothing contained in this Tariff or any Service Agreement shall
be construed as affecting in any way the ability of any party receiving service under this Tariff to
exercise its rights under the FPA and pursuant to the Commission’s rules and regulations

promulgated thereunder.



2.10 Tariff Modifications

Notwithstanding any other provision in this Tariff, this Tariff may be modified only as
follows: any proposed amendment to this Tariff must be submitted to both the ISO Management
Committee and the 1SO Board; if both the ISO Board and the ISO Management Committee agree
to an amendment of this Tariff, the ISO shall file the proposed amendment with the Commission
pursuant to Section 205 of the FPA; if the ISO Board and the ISO Management Committee do
not agree on a proposed amendment of this Tariff, this Tariff shall not be subject to change
pursuant to Section 205 of the FPA. Nothing herein is intended to limit the rights of the 1ISO or

any person under Section 206 of the FPA.



211 Force Majeure and Indemnification and Liability Limitation
2.11.1 Force Majeure:

An event of Force Majeure means any act of God, labor disturbance, act of the public
enemy, war, insurrection, riot, fire, storm or flood, explosion, breakage or accident to machinery
or equipment, any Curtailment, order, regulation or restriction imposed by governmental military
or lawfully established civilian authorities, or any other cause beyond a party’s control. A Force
Majeure event does not include an act of negligence or intentional wrongdoing. The ISO, each
Transmission Owner and each Transmission Customer will not be considered in default as to any
obligation under this Tariff if prevented from fulfilling the obligation due to an event of Force
Majeure. However, a party whose performance under this Tariff is hindered by an event of

Force Majeure shall make all reasonable efforts to perform its obligations under this Tariff.

2.11.2 Indemnification:

The Transmission Customer shall at all times indemnify, defend, and save the 1ISO and
each Transmission Owner harmless from, any and all damages, losses, claims, including claims
and actions relating to injury to or death of any person or damage to property, demands, suits,
recoveries, costs and expenses, court costs, attorney fees, and all other obligations by or to third
parties, arising out of or resulting from the ISO’s or the Transmission Owner’s performance of
its obligations under this Tariff on behalf of the Transmission Customer, except in cases of gross
negligence or intentional wrongdoing by the 1ISO and except in the case of gross negligence or
negligence consistent with the limitation of liability standards in Section 2.11.3(a), or intentional
wrongdoing by the Transmission Owner. The ISO will procure insurance or other alternative
risk financing arrangements sufficient to cover the risks associated with the carrying out of its

responsibilities under this Tariff. The proceeds from such insurance shall be used prior to the



invocation by the ISO of its right to indemnification under this Section, through the Rate
Schedule 1 charge. Except to the extent that indemnification of the 1SO is required from a
particular Transmission Customer because of the acts or omissions of the Transmission
Customer, indemnification of or by the ISO shall be effected through the Rate Schedule 1
charge.

Nothing in this section shall preclude the ISO from seeking indemnification of penalty
costs against Customers and Market Participants, including Transmission Owners, as provided in
Schedule 11 of this Tariff, except that the 1ISO shall not be indemnified in instances of its gross

negligence or intentional misconduct.

2.11.3 Limitation of Liability

@ The Transmission Owner shall not be liable, whether based on contract,
indemnification, warranty, equity, tort, strict liability or otherwise, to any
Transmission Customer, Market Participant, User, Interconnection Customer,
Interconnecting Transmission Owner or any third party or other person for any
damages whatsoever, including, without limitation, direct, incidental,
consequential (including, without limitation, attorneys’ fees and litigation costs),
punitive, special, multiple, exemplary or indirect damages arising or resulting
from any act or omission in any way associated with service provided under this
Tariff, including, but not limited to, any act or omission that results in an
interruption, deficiency or imperfection of service, except to the extent that the
Transmission Owner is found liable for gross negligence or intentional
misconduct, in which case the Transmission Owner will only be liable for direct

damages. Nothing in this section, however, is intended to affect obligations



(b)

otherwise provided in agreements between the ISO and Transmission Owner.
Except with respect to an interruption of service or when a Transmission Owner is
acting in good faith to implement or comply with the directives of the ISO, the
forgoing provisions shall not limit the liability of the Transmission Owner for
damages resulting from its own negligence in connection with property owned,
installed or maintained by a retail or wholesale customer of the Transmission
Owner or leased by the customer from a third party, or for any damages to a retail
or wholesale customer resulting from the negligence of the Transmission Owner
in connection with the Transmission Owner’s operation of the transmission
system or from the presence or operation of the Transmission Owner’s structures,
equipment, wires, pipes, appliances or devices on the customer’s premises.

The ISO shall not be liable, whether based on contract, indemnification, warranty,
equity, tort, strict liability or otherwise, to any Transmission Customer, Market
Participant, User, Interconnection Customer, Interconnecting Transmission
Owner or any third party or other person for any damages whatsoever, including,
without limitation, direct, incidental, consequential (including, without limitation,
attorneys’ fees and litigation costs), punitive, special, multiple, exemplary or
indirect damages arising or resulting from any act or omission in any way
associated with service provided under this Tariff, including, but not limited to,
any act or omission that results in an interruption, deficiency or imperfection of
service, except to the extent that the 1SO is found liable for gross negligence or
intentional misconduct, in which case the ISO will only be liable for direct

damages. Nothing in this section, however, is intended to affect obligations



otherwise provided in agreements between the ISO and Transmission Owner.

(c) Neither the Transmission Owner nor the ISO shall be liable for damages arising
out of services provided under this Tariff, including, but not limited to, any act or
omission that results in an interruption, deficiency or imperfection of service,
occurring as a result of conditions or circumstances beyond the control of the
Transmission Owner or ISO, as applicable, or resulting from electric system
design common to the domestic electric utility industry or electric system
operation practices or conditions common to the domestic electric utility industry.
The Transmission Owner shall not be liable for acts or omissions done in

compliance or good faith attempts to comply with directives of the 1SO.

2114 Applicability to Generators:

The provisions on limitation of liability and damages, and on indemnification, set forth in
Sections 2.11.2 and 2.11.3 shall be applicable to Generators acting in good faith to implement or

comply with the directives of the Transmission Owner or the ISO.

2.11.5 ISO Cost Recovery:

To the extent that the 1SO is required to pay any money damages or compensation or pay
amounts due to its indemnification of any other party, the 1SO shall be allowed to recover any

such amounts under Schedule 1 of this ISO OATT as part of the Administrative Charges.

2.11.6 Reliability Compliance and Penalty Cost Recovery

@ Customer Compliance with Reliability Standards: In accordance with applicable
requirements in this Tariff and the 1SO Procedures, all Customers shall conform

to all applicable reliability criteria, policies, standards, rules, regulations and other



(b)

requirements of NERC, NPCC, NYSRC, or any applicable regional council, or
their successors, the ISO’s specific reliability requirements and ISO Procedures,
and operating guidelines and all applicable requirements of federal and state
regulatory authorities. Failure to conform to these requirements may subject a
Customer to direct assignment of penalties assessed against the ISO by FERC,
NERC, NPCC or any other federal or state regulatory authority as a result of such
Customer’s failure to conform.

Direct Assignment of Penalty Costs: The ISO’s compliance with applicable
reliability criteria, policies, standards, rules, regulations and other requirements is
sometimes dependent on timely, accurate and adequate information and/or action
on the part of a Customer. If the ISO is found to be non-compliant with respect to
any applicable reliability criteria, policies, standards, rules, regulations and other
requirements as a result of a Customer’s actions or failure to act in violation of an
obligation imposed by the ISO Tariffs, ISO Procedures, or ISO Related
Agreements, the ISO may seek to directly assign to the Customer the cost of a
penalty imposed on the ISO as a consequence of the Customer’s non-compliance.
If the Customer is found to be non-compliant with respect to any applicable
reliability criteria, policies, standards, rules, regulations and other requirements as
a result of the ISO’s actions or failure to act in violation of an obligation imposed
by the ISO Tariffs, ISO Procedures, or ISO Related Agreements, the Customer
may seek to directly assign to the ISO the cost of a penalty imposed on the
Customer as a consequence of the ISO’s non-compliance. Any direct assignment

of penalty costs must first be approved by FERC, as provided in Schedule 11 of



(©)

(d)

this Tariff.

ISO’s Recovery of Penalty Costs Through Schedule 11: If direct assignment to a
particular Customer is not possible or if the ISO is directly responsible for a
violation because of its own action or inaction, the ISO may seek to recover such
penalty costs in Schedule 11 Section 6.11.3 of this Tariff. Any inclusion of
penalty costs in Schedule 11 must first be approved by FERC on a case-by-case
basis, as provided in Schedule 11. Prior to seeking FERC authorization for
recovery of a penalty in Schedule 11 Section 6.11.3 of this Tariff, the ISO shall
consult with the Management Committee and any appropriate subcommittee or
working groups designated by the Management Committee, regarding the
recovery and allocation of such penalty before filing at FERC. Any
recommendation by the Management Committee regarding a proposed penalty
recovery shall be reported by the ISO to FERC in any ISO filing seeking penalty
recovery.

As used in this section, the term “Customer” shall include Transmission Owners.



2.12 Back-Up Operation
2.12.1 Back-Up Operation Procedures:

The ISO shall develop Back-Up Operation procedures that will carry out the intent and
purposes of this ISO OATT, to the extent practical, in circumstances under which the normal
communications or computer systems of the 1SO are not fully functional. Such procedures shall
include testing requirements and training for the 1SO staff, Transmission Owner staff, and
Market Participants. If a communication or computer system malfunction results in the ISO’s
inability to operate the NYCA in accordance with ISO Procedures or under approved testing
procedures, the ISO will direct the Transmission Owners to assume the responsibility to operate
their respective systems in accordance with Good Utility Practice to facilitate the operation of the
NYCA in a safe and reliable manner.

The Transmission Owners will continue to operate their respective systems until such
time that the 1SO is ready to resume control. During Back-Up Operation, the Transmission
Owner control centers will operate to maintain the Desired Net Interchange (“DNI’) within each
Transmission District. Generator Bid curves will be provided by the 1SO to the individual
Transmission Owners in order to permit dispatch by the Transmission Owners subject to the
Transmission Owner code of conduct. Normal Day-Ahead Market and Real-Time Market

operations may be halted if required.

2.12.2 Market Participant and Transmission Customer Obligations:

During Back-Up Operation, Transmission Customers and other Market Participants shall

comply with any and all instructions and orders issued by the ISO or the Transmission Owners.



2.12.3 Billing and Settlement:

In the event that Back-Up Operation is implemented, the billing and settlement
procedures contained in Section 2.7 of this ISO OATT shall apply only to the extent they can be
implemented by the Back-Up Operation procedures. The ISO will develop and apply as
necessary modified billing and settlement procedures for use under the specific circumstances
that required Back-Up Operation. The ISO shall gather necessary information, manually
reconstruct the billing information as soon as practical, and submit invoices to Transmission
Customers. The I1SO shall be under no obligation to comply with the billing procedure time
limits specified in Article 2.7. Neither the 1SO nor the Transmission Owners shall be liable,
under any circumstances, for any economic losses suffered by any Transmission Customer,
Market Participant, or third party, resulting from the implementation by the 1ISO of Back-Up
Operation or from compliance with orders issued by the ISO or Transmission Owners that were
necessary to operate the NYCA in a safe and reliable manner. Such orders may include, without
limitation, instructions to generation facilities to increase or decrease output, and instructions to

Load to reduce or interrupt service.



2.13 Emergency Notification:

The ISO shall notify the Commission and the PSC when an Emergency State exists.



2.14 Creditworthiness

All Transmission Customers and applicants seeking to become Transmission Customers

shall be subject to the creditworthiness requirements contained in Attachment W.



2.15 List of Affiliates and/or Parent Company

A Transmission Customer taking service under the Tariff shall provide the ISO, upon
application for service, with a list identifying its parent company as well as any Affiliates. The
Transmission Customer shall notify the ISO within 30 days of the effective date of any change to
the original list. Any Transmission Customer shall respond within 10 days, to a request by the
ISO to update the list of Affiliates and/or parent company. In addition, a Transmission Customer
and an applicant seeking to become a Transmission Customer shall inform the ISO of any

Affiliates that are currently taking service or applying to take service under the Tariffs.



2.16 Dispute Resolution Procedures

The dispute resolution procedures in this Section 2.16 shall apply to any dispute arising

under this Tariff, except as otherwise indicated.

2.16.1 Internal Dispute Resolution Procedures:

Any dispute between a Transmission Customer and the ISO involving Transmission
Service under the Tariff (excluding applications for rate changes or other changes to this Tariff,
or to any Service Agreement entered into under this Tariff, which shall be presented directly to
the Commission for resolution) or 1ISO Procedures shall be referred to a designated senior
representative of the 1ISO and a senior representative of the Transmission Customer for resolution
on an informal basis as promptly as practicable. In the event the designated representatives are
unable to resolve the dispute within thirty (30) days or such other period as the parties may agree
upon by mutual agreement, such dispute may be submitted to the Dispute Resolutions
Administrator (“DRA”). The party submitting the matter to the DRA shall include a written
statement describing the nature of the dispute and the issues to be resolved. Any subsequent
mediation or arbitration process shall be limited to the issues presented for resolution. The DRA
may submit disputes to non-binding mediation where the subject matter of the dispute involves
the proposed change or modification of a rule, rate or an 1ISO Tariff provision. The DRA may
submit disputes to binding arbitration which involve interpretation of a rule, rate or an 1ISO Tariff
provision. Both the Mediator and the Arbitrator shall have the authorization to dismiss a dispute

if: (i) the dispute did not arise under the ISO Tariff; or (ii) the claim is de minimis.

2.16.2 External Non-Binding Mediation and Arbitration Procedures:

If the DRA refers the dispute to non-binding mediations, then the following procedure



will be followed:

The DRA shall have ten (10) days from the date of such referral to distribute a list of ten
(10) qualified mediators to the disputing parties. Absent the express written consent of all
disputing parties, as to any particular individual, no person shall be eligible for selection as
mediator who is a past or present officer, employee or consultant to any of the disputing parties,
or of any entity related to or affiliated with any of the disputing parties or is otherwise interested
in the matter to be mediated. Any individual designated as mediator shall make known to the
disputing parties any such disqualifying relationship and a new mediator shall be designated.

If the disputing parties cannot agree upon a mediator, the disputing parties shall take
turns striking names from a list supplied by the DRA with a disputing party chosen by lot, first
striking a name. The last remaining name to be stricken shall be designated as mediator. If that
individual is unable or unwilling to serve, the individual last stricken shall be designated and the
process repeated until an individual is selected that is able and willing to serve.

The disputing parties shall attempt in good faith to resolve their dispute in accordance
with the schedule established by the mediator but in no event, may the schedule extend beyond
ninety (90) days from the date of appointment of the mediator.

The mediator may require the disputing parties to: (i) submit written statements of
issue(s) and position(s); (ii) meet for discussions; (iii) provide expert testimony and exhibits; and
(iv) comply with the mediation procedures designated by the DRA and/or the mediator.

If the parties have not resolved the dispute within ninety (90) days of the date the
mediator was appointed, then the mediator shall promptly provide the disputing parties and the
DRA with a written, confidential, non-binding recommendation to resolve the dispute. The

recommendation shall include an assessment by the mediator of the merits of the principal



positions being advanced by each of the parties to the dispute. The parties to the dispute shall
then meet in a good faith attempt to resolve the dispute in light of the mediator’s
recommendation. This recommendation shall be limited to resolving the specific issues
presented for mediation.

If the parties are still unable to resolve the dispute, then: (i) any dispute not involving the
proposed change or modification of a rule, rate, Service Agreement or a Tariff provision may be
referred to the arbitration process described below; or (ii) any disputing party may resort to
regulatory or judicial proceedings as provided under this Tariff; and (iii) the recommendation of
the mediator, and any other statements made by any party during the mediation process, shall not
be admissible for any purpose, in any subsequent proceeding.

Each party to the dispute will bear a pro rata portion of the costs associated with the time,
expenses and other charges of the mediator. Each party shall bear its own costs, including
attorney and expert fees.

2.16.2.1 If the DRA refers the dispute to arbitration, then the following procedure
will apply:

The DRA shall have ten (10) days from the date of such decision to distribute a list of
qualified arbitrators to the disputing parties. Absent the express written consent of all disputing
parties as to any particular individual, no person shall be eligible for selection as an arbitrator
that 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. Any individual designated as an arbitrator shall make known to the
disputing parties any such disqualifying relationship a new arbitrator shall be designated.

If the disputing parties cannot agree upon an arbitrator, the disputing parties shall take

turns striking names from a list of ten (10) qualified individuals supplied by the DRA with a



disputing party chosen by lot first striking a name. The last remaining name not stricken shall be
designated as the arbitrator. If that individual is unable or unwilling to serve, the individual last
stricken from the list shall be designated and the process repeated until an individual is selected
that is able and willing to serve.

The scope of the arbitrator’s decision shall be limited to the issues presented for
arbitration. The arbitrator shall determine discovery procedures, intervention rights, how
evidence shall be taken, what written submittals may be made, and other procedural matters,
taking into account the complexity of the issues involved, the extent to which factual matters are
disputed, and the extent to which the credibility of witnesses is relevant to a resolution. Each
party to the dispute shall produce all evidence determined by the arbitrator to be relevant to the
issues presented. To the extent such evidence involves propriety or Confidential Information,
the arbitrator may issue an appropriate protective order which shall be complied with by all
disputing parties. The arbitrator may elect to resolve the arbitration matter solely on the basis of
written evidence and arguments.

The arbitrator shall consider all issues underlying the dispute, and the arbitrator shall take
evidence submitted by the disputing parties in accordance with procedures established by the
arbitrator and may request additional information including the opinion of recognized technical
bodies or experts. Disputing parties shall be afforded a reasonable opportunity to rebut any such

additional information.

2.16.3 Arbitration Decisions:

Unless otherwise agreed, the arbitrator(s) shall render a decision within ninety (90) days
of appointment and shall notify the parties in writing of such decision and the reasons therefor.

The arbitrator(s) shall be authorized only to interpret and apply the provisions of this Tariff and



any Service Agreement entered into under this Tariff and shall have no power to modify or
change any of the above in any manner. The decision of the arbitrator(s) shall be final and
binding upon the parties, and judgment on the award may be entered in any court having
jurisdiction under the following circumstances: (i) all parties agree that the decision will be
binding; or (ii) the dispute involves a claim that a party owes another party a sum of money less
than $500,000. If the arbitrator concludes that no proposed award is consistent with this Tariff,
the FPA and the Commission’s then-applicable standards and policies, nor would address all
issues in dispute, the arbitrator shall develop a compromise solution consistent with the terms of
this Tariff. A written decision explaining the basis for the award shall be provided by the
arbitrator to the parties and the DRA. No award shall be deemed to be precedential in any other
arbitration related to a different dispute. Within one (1) year of the arbitral decision, a party may
request that the Commission or any other federal, state, regulatory or judicial authority (in the
State of New York) having jurisdiction over such matter vacate, modify or take such other action
as may be appropriate with respect to any arbitration decision that is: (i) based upon an error of
law; (ii) contrary to the statutes, rules or regulation administered by such authority; (iii)
violative of Federal Arbitration Act or Administrative Dispute Resolution Act; (iv) based on
conduct by an arbitrator that is violative of the Federal Arbitration Act of Administrative Dispute
Resolution Act; or (v) involves a dispute in excess of $500,000. The final decision of the
arbitrator must be filed with the Commission if it affects jurisdictional rates, terms and
conditions of service or facilities. Any arbitration decision that affects matters subject to the
jurisdiction of the PSC under the New York State Public Service Law (“PSL”) may be filed with
the PSC. The judgment of the arbitrator may be entered on award by any court in New York

State having jurisdiction.



2.16.4 Costs:

All costs associated with the time, expense and other charges of the arbitrators shall be
borne by the unsuccessful party. Each party shall be responsible for its own costs incurred during

the arbitration process including attorney and expert fees.

2.16.5 Rights Under The FPA:

Nothing in this section shall restrict the rights of any party to file a complaint with the

Commission under relevant provisions of the FPA.



2.17 Incorporation of Certain Business Practice Standards

Pursuant to Commission Order No. 676-C, the 1SO incorporates by reference the
following business practice standards developed by the North American Energy Standards

Board’s Wholesale Electric Quadrant.

. Business Practices for Open Access Same-Time Information Systems (OASIS),
Version 1.4 (WEQ-001, Version 001, Oct. 31, 2007, with minor corrections applied on
Nov. 16, 2007) including Standards 001-0.2 through 001-0.8, 001-0.14 through 001-
0.20;

e  Business Practices for Open Access Same-Time Information Systems (OASIS)
Standards & Communication Protocols, Version 1.4 (WEQ-002, Version 001, Oct. 31,
2007, with minor corrections applied on Nov. 16, 2007) including Standards 002-1
through 002-5.10, except as provided in Section 2.17.1 below;

e  Coordinate Interchange (WEQ-004, Version 001, Oct. 31, 2007, with minor corrections
applied on Nov. 16, 2007) including Purpose, Applicability, and Standards 004-0.1
through 004-17.2, and 004-A through 004-D, except as provided in Section 2.17.1
below;

e  Area Control Error (ACE) Equation Special Cases Standards (WEQ-005, Version 0016,
Oct. 31, 2007, with minor corrections applied on Nov. 16, 2007) including Purpose,
Applicability, and Standards 005-0.1 through 005-3.1.3, and 005-A,;

o Manual Time Error Correction (WEQ-006, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007) including Purpose, Applicability, and Standards
006-0.1 through 006-12;

. Inadvertent Interchange Payback (WEQ-007, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007) including Purpose, Applicability, and Standards
007-0.1 through 007-2, and 007-A,;

e  Transmission Loading Relief - Eastern Interconnection (WEQ-008, Version 001, Oct.
31, 2007, with minor corrections applied on Nov. 16, 2007) including Purpose,
Applicability, and Standards 008-0.1 through 008-3.11.2.8, and 008-A through 008-D;

. Gas/Electric Coordination (WEQ-011, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007) including Standards 011-0.1 through 011-1.6;

o Public Key Infrastructure (PKI) (WEQ-012, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007) including Recommended Standard, Certification,
Scope, Commitment to Open Standards, and Standards 012-0.1 through 012-1.26.5; and

o Business Practices for Open Access Same-Time Information Systems (OASIS)
Implementation Guide, Version 1.4 (WEQ-013, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007) including Introduction and Standards 013-0.1
through 013-4.2, except as provided in Section 2.17.1 below.



2.17.1

The ISO is not required to comply with the following Standards:

Business Practices for Open Access Same-Time Information Systems (OASIS),
Version 1.4 (WEQ-001, Version 001, Oct. 31, 2007, with minor corrections applied on
Nov. 16, 2007): Standards 001-2.0 through 001-12.5.2, and Appendices 001-A and
001-B;

Business Practices for Open Access Same-Time Information Systems (OASIS)
Standards & Communication Protocols, Version 1.4 (WEQ-002, Version 001, Oct. 31,
2007, with minor corrections applied on Nov. 16, 2007): Standards 002-4.2.10, 002-
4.2.11,002-4.2.12, 002-4.3, et seq., and 002-4.4;

Open Access Same-Time Information Systems (OASIS) Data Dictionary, Version 1.4
(WEQ-003, Version 001, Oct. 31, 2007January 15, 2005, with minor corrections
applied on Nov. 16, 2007): Standard 003-0;

Coordinate Interchange (WEQ-004, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007): Standards 004-3, 004-3.1, 004-8.2, 004-11.1(a)
and Appendices 004-A and 004-C, to the extent they govern physical transmission
reservations; and

Business Practices for Open Access Same-Time Information Systems (OASIS)
Implementation Guide, Version 1.4 (WEQ-013, Version 001, Oct. 31, 2007, with minor
corrections applied on Nov. 16, 2007): Standard 013-4.1.



3 Point-To-Point Transmission Service
Preamble

The 1SO will provide Firm and Non-Firm Point-To-Point Transmission Service pursuant
to the applicable terms and conditions of this Tariff over the transmission facilities of the parties
to the ISO/TO Agreement. Point-To-Point Transmission Service is for the receipt of Capacity
and Energy at designated Point(s) of Receipt and the transfer of such Capacity and Energy to
designated Point(s) of Delivery. Firm Point-To-Point Transmission Service is service for which
the Transmission Customer has agreed to pay the Congestion Rent associated with its service.
Non-Firm Point-To-Point Transmission Service is service for which the Transmission Customer
has not agreed to pay Congestion Rent. A Transmission Customer may fix the price of
Day-Ahead Congestion Rent associated with its Firm Point-To-Point Transmission Service by
acquiring sufficient TCCs with the same Points of Receipt and Delivery as its Transmission
Service. Notwithstanding any provision in this Part to the contrary, External Transactions
scheduled at the Proxy Generator Buses associated with the Cross-Sound Scheduled Line, the
Neptune Scheduled Line, or the Linden VFT Scheduled Line shall be subject to the requirements

of Attachment N to the 1SO Services Tariff.



3.1 Nature of Firm Point-To-Point Transmission Service
3.1.1 Term:

The minimum term of Firm Point-To-Point Transmission Service shall be one hour and
the maximum term shall not exceed the maximum permissible term as specified in ISO

Procedures.

3.1.2. Reservation Priority:

All requests for Firm Point-to-Point Transmission Service will be deemed to have the
same reservation priority. Firm Point to Point Transmission Service will have the same priority
as Network Service subject to Section 3.1.6. All Firm Point-to-Point Transmission Service will

have priority over Non-Firm Point-to-Point Transmission Service under the Tariff.

3.1.3 Use of Firm Transmission Service by the Transmission Owner(s):

The Transmission Owner will be subject to the rates, terms and conditions of Part 3 of the
Tariff when making Third-Party Sales under (i) agreements executed on or after the effective
date of 1SO, or (ii) agreements executed prior to the aforementioned date that the Commission
requires to be unbundled, by the date specified by the Commission. The Transmission Owners
will maintain separate accounting, pursuant to Section 2.8, for any use of the Point-To-Point

Transmission Service to make Third-Party Sales.

3.14 Service Agreements:

The ISO shall offer a standard form Firm Point-To-Point Transmission Service
Agreement (Attachment A) to an Eligible Customer when it submits a Completed Application
for Firm Point-To-Point Transmission Service. Executed Service Agreements that contain the

information required under this Tariff shall be filed with the Commission in compliance with



applicable Commission regulations.

3.15 Transmission Customer Obligation for Facility Additions or Redispatch
Cost:

The ISO continuously redispatches all resources subject to its control in order to meet
Load and to accommodate requests for a Firm Transmission Service through the use of SCUC,
RTC, and RTD. Firm Point-To-Point Transmission Customers are charged for these redispatch
costs in accordance with Attachment J. Transmission Owner(s) will be obligated to expand or
upgrade its Transmission System pursuant to the terms of Section 3.7. The Transmission
Customer or Eligible Customer must agree to compensate the Transmission Owner(s) for any

necessary transmission facility additions pursuant to Section 3.7.

3.1.6 Curtailment of Firm Transmission Service:

In the event that a Curtailment on the NYS Transmission System, or a portion thereof, is
required to maintain reliable operation of such system, Curtailments will be made on a
non-discriminatory basis to the Transaction(s) that effectively relieve the Constraint. When
applicable, the ISO will follow the Lake Erie Emergency Redispatch (“LEER”) Procedure filed
on February 26, 1999, in Docket No. EL99-52-000 which is incorporated by reference herein.
The LEER Procedure is intended to prevent the necessity of implementing the Curtailment
procedures contained in the Commission and NERC tariffs and policies. To the extent possible,
Curtailments of External Transactions at the Proxy Generator Buses associated with the Cross-
Sound Scheduled Line, the Neptune Scheduled Line, or the Linden VFT Scheduled Line shall be
based on the transmission priority of the associated Advance Reservation for use of the Cross-
Sound Scheduled Line, the Neptune Scheduled Line, or the Linden VFT Scheduled Line (as

appropriate). If multiple transactions require Curtailment, to the extent practicable and



consistent with right to Curtail, in whole or in part, any Firm Transmission Service provided
under this Tariff when, in the ISO’s sole discretion, an Emergency or other unforeseen condition
impairs or degrades the reliability of the NYS Power System. The ISO will notify all affected
Transmission Customers in a timely manner of any scheduled Curtailments. If the ISO declares
a Major Emergency State, Transmission Customers shall comply with all directions issued by the
ISO concerning the avoidance, management, and alleviation of the Major Emergency and shall
comply with all procedures concerning a Major Emergency set forth in the ISO Procedures and
the Reliability Rules. If the ISO is required to Curtail Transmission Service as a result of a
Transmission Loading Relief (“TLR”) event, the 1SO will perform such Curtailment in

accordance with the NERC TLR Procedure.

3.1.7 Classification of Firm Transmission Service:

3.1.7.1 The Transmission Customer taking Firm Point-To-Point Transmission
Service, other than Transmission Customers taking Firm Point-to-Point
Transmission Service associated with a Pre-Scheduled Transaction, may (1)
change its Receipt and Delivery Points to obtain service on a non-firm basis
consistent with the terms of Section 3.15.1 or (2) request a modification of the
Points of Receipt or Delivery on a firm basis pursuant to the terms of Section
3.15.2.

3.1.7.2 The Transmission Customer may purchase Transmission Service to make
sales of Capacity and Energy from multiple generating units that are on the NYS
Transmission System. For such a purchase of Transmission Service, the
resources will be designated as multiple Points of Receipt, unless the multiple

generating units are at the same generating plant in which case the units would be



treated as a single Point of Receipt.

3.1.7.3 The ISO shall provide firm deliveries of Capacity and Energy from the
Point(s) of Receipt to the Point(s) of Delivery. Each Point of Receipt shall be set
forth in the Firm Point-To-Point Service schedule submitted by the Transmission

Customer.

3.1.8 Scheduling of Firm Point-To-Point Transmission Service:

3.18.1 Pre-Scheduled Transaction Requests: Requests for Firm Transmission
Service associated with a Pre-Scheduled Transaction Requests for Wheels
Through shall be submitted, pursuant to ISO Procedures, no earlier than eighteen
(18) months prior to the Dispatch Day, and shall include hourly transaction
quantities (in MW) at each affected External Interface for each specified Dispatch
Day. Customers may submit requests for Firm Transmission Service associated
with Pre-Scheduled Transaction Requests for scheduling in the Day-Ahead
Market.

The ISO shall determine, pursuant to ISO Procedures, the amount of Total
Transfer Capability at each External Interface to be made available for scheduling
Pre-Scheduled Transactions. The ISO shall evaluate Pre-Scheduled Transaction
Requests in the order in which they are submitted for evaluation until the Pre-
Scheduled Transaction Request expires, pursuant to ISO Procedures, prior to the
close of the Day-Ahead Market for the specified Dispatch Day. Modification of a
Pre-Scheduled Transaction request shall constitute a withdrawal of the original
request and a submission of a new Pre-Scheduled Transaction request. At the

request of a Customer, the 1SO shall continue to evaluate a Pre-Scheduled



Transaction Request for a Wheel Through that was not accepted for scheduling in
the priority order in which the Request was originally submitted until it is either
accepted for scheduling, is withdrawn or expires, pursuant to ISO Procedures,
prior to the close of the Day-Ahead Market for the specified Dispatch Day. The
ISO shall accept Pre-Scheduled Transaction Requests for scheduling, pursuant to
ISO Procedures, provided that there is Ramp Capacity, and Transfer Capability
available at each affected External Interface, in the NYCA for each hour
requested If Ramp Capacity, or Transfer Capability on the designated External
Interface, is unavailable in the NYCA for any hour of the Pre-Scheduled
Transaction Request, the request shall not be scheduled. The ISO shall confirm
the Transaction with affected Control Areas, as necessary, pursuant to ISO
Procedures and may condition acceptance for scheduling on such confirmation.

The ISO shall provide the requesting Customer with notice, as soon as is
practically possible, as to whether the Pre-Scheduled Transaction Request is
accepted for scheduling and, if it is not scheduled, the 1SO shall provide the
reason.

The ISO shall reserve Ramp Capacity, and Transfer Capability on affected
Interfaces, for each Pre-Scheduled Transaction. Pre-Scheduled Transactions shall
be automatically submitted for scheduling in the appropriate LBMP Market for
the designated Dispatch Day. The ISO shall evaluate requests to withdraw Pre-
Scheduled Transactions pursuant to ISO Procedures.

Requests for Firm Transmission Service associated with Pre-Scheduled

Transaction Requests for Wheels Through to be scheduled Day-Ahead shall be



assigned a Decremental Bid at the Proxy Generator Bus designated as the source
of the Transaction that provides the highest scheduling priority available for Firm
Transmission Service.

3.1.8.2 In the Day-Ahead Market: Schedules for the Transmission Customer’s
Firm Point-to-Point Transmission Service Day-Ahead, other than schedules from
Transmission Customers taking Firm Point-to-Point Transmission Service for a
Pre-Scheduled Transaction, must be submitted to the 1ISO no later than 5:00 a.m.
of the day prior to commencement of the Dispatch Day. Decremental Bids
submitted at Proxy Generator Buses shall be price no lower than the Bid that
provides the highest scheduling priority for sales to the LBMP Market plus the
product of (i) the Scheduling Differential and (ii) three. Sink Price Cap Bids
submitted at Proxy Generator Buses shall be priced no higher than the Bid that
provides the highest scheduling priority for purchases from the LBMP Market
minus the product of (i) the Scheduling Differential and (ii) three. Schedules
involving the use of LIPA’s facilities shall be treated in accordance with
Section 2.5.7. Schedules submitted after 5:00 a.m. will not be accepted in the
Day-Ahead schedule. Schedules of any Capacity and Energy that are to be
delivered must be stated in increments of 1,000 kWh per hour between each Point
of Receipt and corresponding Point of Delivery. Each Transmission Customer
within the NYCA with multiple requests for Transmission Service at a Point of
Receipt, each of which is under 1,000 kWh per hour, may consolidate its service
requests at a common Point of Receipt into units of 1,000 kWh per hour for

scheduling and billing purposes. The ISO will furnish to the Delivering Party’s



system operator, hour-to-hour schedules equal to those furnished by the Receiving
Party and shall deliver the Capacity and Energy provided by such schedules.
Should the Transmission Customer, Delivering Party or Receiving Party revise or
terminate any schedule, such party shall notify the ISO prior to the close of the
Real-Time Market, and the 1SO shall have the right to adjust accordingly the
schedule for Capacity and Energy to be received and to be delivered.

3.1.8.3 In the Real-Time Market: Schedules for the Transmission Customer’s
Firm Point-to-Point Transmission Service in Real-Time must be submitted to the
ISO no later than ninety (90) minutes prior to the dispatch hour.
Bids for Exports shall be priced no higher than the Bid that provides the highest
scheduling priority for purchases in the LBMP Market, minus the product of
(1) the Scheduling Differential and (ii) three. Bids for Imports and Decremental
Bids or Wheels Through at the Proxy Generator Bus designated as the source of
the Transaction shall be price no lower than the Bid that provides the highest
scheduling priority for sales to the LBMP Market plus the product of (i) the
Scheduling Differential and (i1) three. Schedules involving the use of LIPA’s
facilities shall be treated in accordance with Section 2.5.7. Schedules submitted
later than ninety (90) minutes prior to the dispatch hour shall not be accepted in
the Real-Time schedule. Schedules of any Capacity and Energy that is to be
delivered must be stated in increments of 1,000 kWh per hour between each Point
of Receipt and corresponding Point of Delivery. The ISO will furnish to the
Delivering Party’s system operator, if applicable, hour-to-hour schedules equal to

those furnished by the Receiving Party and shall deliver the Capacity and Energy



provided by such schedules. Should the Transmission Customer, Delivering Party
or Receiving Party revise or terminate any schedule, such party shall notify the
ISO prior to the close of the Real-Time Market, and the ISO shall have the right
to adjust accordingly the schedule for Capacity and Energy to be received and to

be delivered.



3.2 Nature of Non-Firm Point-To-Point Transmission Service:
3.2.1 Term:

The minimum term of Non-Firm Point-To-Point Transmission Service shall be one (1)
hour and the maximum term shall not exceed the maximum permissible term as specified in ISO

Procedures.

3.2.2 Reservation Priority:

Non-Firm Point-to-Point Transmission Service shall be available when there is no
Congestion between the Point(s) of Receipt and the Point(s) of Delivery for the Transaction. In
all instances, Non-Firm Point-to-Point Transmission Service shall have a lower priority than
Firm Point-to-Point Transmission Service and Network Service. Non-Firm Point-to-Point
Transmission Service shall have an equal priority with Network Service from a secondary
resource. A customer requesting non-firm Transmission Service that cannot be accommodated in
the Day-Ahead Schedule because of Congestion may upgrade to Firm Point-to-Point
Transmission Service up to ninety (90) minutes prior to a given hour by rescheduling the

Transaction and agreeing to pay the real-time Congestion Rents associated with the Transaction.

3.2.3 Use of Non-Firm Point-To-Point Transmission Service by the
Transmission Owner:

The Transmission Owners will be subject to the rates, terms and conditions of Part 3 of
this Tariff when making Third-Party Sales under (i) agreements executed on or after the date this
Tariff is effective or (ii) agreements executed prior to the aforementioned date that the
Commission requires to be unbundled, by the date specified by the Commission. The
Transmission Owners will maintain separate accounting, pursuant to Section 8, for any use of

Non-Firm Point-To-Point Transmission Service to make Third-Party Sales.



3.24 Service Agreements:

The 1SO shall offer a standard form Non-Firm Point-To-Point Transmission Service
Agreement (Attachment B) to an Eligible Customer when it first submits a Completed
Application for Non-Firm Point-To-Point Transmission Service pursuant to this Tariff. Executed
Service Agreements that contain the information required under this Tariff shall be filed with the

Commission in compliance with applicable Commission regulations.

3.25 Classifications of Non-Firm Point-To-Point Transmission Service:

Non-Firm Point-To-Point Transmission Service shall be offered under terms and
conditions contained in Part 3 of this Tariff. The 1SO undertakes no obligation under this Tariff
to plan its Transmission System in order to have sufficient capacity for Non-Firm Point-To-Point
Transmission Service. Parties requesting Non-Firm Point-To-Point Transmission Service for the
transmission of firm power do so with the full realization that such service is subject to
availability and to Curtailment or Interruption under the terms of this Tariff. The ISO shall
specify the rate treatment and all related terms and conditions applicable in the event that a
Transmission Customer (including Third-Party Sales by the Transmission Owner) exceeds its
non-firm capacity reservation. Non-Firm Point-To-Point Transmission Service shall include

transmission of Energy and Capacity on an hourly and daily basis under Schedule 8.

3.2.6 Scheduling of Non-Firm Point-To-Point Transmission Service:

3.26.1 In the Day-Ahead Market: Schedules for the Transmission Customer’s
Non-Firm Point-to-Point Transmission Service in the Day-Ahead must be
submitted to the 1SO no later than 5:00 a.m. of the day prior to commencement of
service. Schedules involving the use of LIPA’s facilities shall be treated in

accordance with Section 2.5.7. Schedules submitted after 5:00 a.m. will not be



accepted in the Day-Ahead Schedule. Schedules of any Capacity and Energy that
is to be delivered must be stated in increments of 1,000 kWh per hour between
each Point of Receipt and corresponding Point of Delivery. Each Transmission
Customer within the NYCA with multiple requests for Transmission Service at a
Point of Receipt, each of which is under 1,000 kWh per hour, may consolidate its
schedules at a common Point of Receipt into units of 1,000 kwWh per hour. The
ISO will furnish to the Delivering Party’s system operator, hour-to-hour advisory
schedules equal to those furnished by the Receiving Party. Should the
Transmission Customer, Delivering Party or Receiving Party revise or terminate
any schedule, such party shall notify the ISO prior to the close or the Real-Time
Market, and the ISO shall have the right to adjust accordingly the schedule for
Capacity and Energy to be received and to be delivered.

3.2.6.2 In the Real-Time Market: Schedules for the Transmission Customer’s
Non-Firm Point-to-Point Transmission Service in real-time must be submitted to
the ISO no later than ninety (90) minutes prior to the hour. Schedules involving
the use of LIPA’s facilities shall be treated in accordance with Section 2.5.7.
Schedules submitted later than ninety (90) minutes prior to the dispatch hour shall
not be accepted in the real-time schedule. Schedules of any Capacity and Energy
that is to be delivered must be stated in increments of 1,000 kWh per hour
between each Point of Receipt and corresponding Point of Delivery. The 1SO will
furnish to the Delivering Party’s system operator, if applicable, hour-to-hour
schedules equal to those furnished by the Receiving Party and shall deliver the

Capacity and Energy provided by such schedules. Should the Transmission



Customer, Delivering Party or Receiving Party revise or terminate any schedule,
such party shall immediately notify the ISO prior to the close of the Real-Time
Market, and the ISO shall have the right to adjust accordingly the schedule for

Capacity and Energy to be received and be delivered.

3.2.7 Curtailment or Interruption of Service:

The ISO reserves the right to Curtail, in whole or in part, Non-Firm Point-To-Point
Transmission Service provided under the Tariff for reliability reasons when, an Emergency or
other unforeseen condition threatens to impair or degrade the reliability of the NYS
Transmission System. The ISO reserves the right to Interrupt, in whole or in part, Non-Firm
Point-To-Point Transmission Service provided under this Tariff for economic reasons if the NYS
Transmission System experiences Congestion. Where required, Curtailments or Interruptions
will be made on a non-discriminatory basis to the transaction(s) that effectively relieve the
Constraint, however, Non-Firm Point-To-Point Transmission Service shall be subordinate to
Firm Point-to-Point Transmission Service-and Network Integration Transmission Service. The
ISO will provide advance notice of Curtailment or Interruption where such notice can be
provided consistent with Good Utility Practice. The process of Curtailment of Non-Firm Point-
To-Point Transmission Service for Imports, Exports, and Wheels Through may cause these non-
firm transactions to incur incidental real-time Congestion Rents due to inter-Control Area

Curtailment procedures.



3.3 Service Availability
3.3.1 General Conditions:

The ISO will provide Firm and Non-Firm Point-To-Point Transmission Service over the
transmission facilities of the parties to the ISO/TO Agreement, to any Transmission Customer

that has met the requirements of Section 3.4.

3.3.2 Determination of Available Transfer Capability:

The ISO continuously redispatches all resources subject to its control in order to meet
Load and to accommodate requests for Firm Transmission Service through the use of SCUC,
RTC and RTD. The ISO will post information regarding ATC and TTC availability on the

OASIS.

3.3.3 Initiating Service in the Absence of an Executed Service Agreement:

If the ISO and the Transmission Customer requesting Firm or Non-Firm Point-To-Point
Transmission Service cannot agree on all terms and conditions of the Point-To-Point Service
Agreement, ISO shall file with the Commission, within thirty (30) days after the date the
Transmission Customer provides written notification directing the ISO to file, an unexecuted
Point-To-Point Service Agreement containing terms and conditions deemed appropriate by the
ISO for such requested Transmission Service. The ISO shall commence providing Transmission
Service subject to the Transmission Customer agreeing to (i) compensate the ISO in accordance
with the terms and conditions of the unexecuted filed Service Agreement, subject to true-up at
whatever rate the Commission ultimately determines to be just and reasonable, and (ii) comply

with the terms and conditions of this Tariff.



3.34 Obligation to Provide Transmission Service that Requires Expansion or
Modification of the Transmission System:

If a Transmission Customer requests that the NY'S Transmission System be expanded or
modified, the Transmission Owner(s), at the ISO’s request, will use due diligence to expand or
modify its applicable portion of the NY'S Transmission System to increase Transfer Capability,
provided the Transmission Customer agrees to compensate the applicable Transmission
Owner(s) for such costs pursuant to the terms of Section 3.19. The Transmission Owner(s) will
conform to Good Utility Practice in determining the need for new facilities and in the design and
construction of such facilities. The obligation applies only to those facilities that the

Transmission Owner has the right to expand or modify.

3.35 Deferral of Service:

Any increase in TCCs associated with new facilities is subject to completion of

construction of those transmission facilities or upgrades.

3.36 Other Transmission Service Schedules:

Eligible Customers receiving Transmission Service under other agreements on file with
the Commission may continue to receive Transmission Service under those agreements until
such time as those agreements may be modified by the Commission. These agreements are listed

in Attachment L.

3.3.7 Real Power Losses:

Real Power Losses are associated with all Transmission Service. The Transmission
Customer is responsible for losses associated with all Transmission Service in accordance with

Schedules 7-8 and as calculated in Attachment J.



3.4
34.1

Transmission Customer Responsibilities

Conditions Required of Transmission Customers:

Point-To-Point Transmission Service shall be provided by the 1SO only if the following

conditions are satisfied by the Transmission Customer:

a.

b.

The Transmission Customer has pending a Completed Application for service;
The Transmission Customer meets the creditworthiness criteria set forth in
Attachment W;

The Transmission Customer provides an unconditional and irrevocable letter of
credit as security to meet its responsibilities and obligations under the Tariff in an
amount calculated by the ISO.

The Transmission Customer has arrangements in place for any other Transmission
Service necessary to effect the delivery from the generating source to the ISO
prior to the time when service under Part 3 of the Tariff commences;

The Transmission Customer provides the information required by the ISO’s
planning process established in Attachment Y.

The Transmission Customer agrees to pay for any facilities constructed and
chargeable to such Transmission Customer under Part 3 of the Tariff, whether or
not the Transmission Customer takes service; and

The Transmission Customer has executed a Point-To-Point Service Agreement or
has agreed to receive service pursuant to Section 3.3.3; and

The Transmission Customer has satisfied the communication requirements and
the metering requirements established by the 1SO.

If the Point-to-Point Transmission Service involves the use of LIPA's



transmission facilities, approval of such transactions has been granted pursuant to

Section 2.5.7.

34.2 Transmission Customer Responsibility for Third-Party Arrangements:

Any scheduling arrangements that may be required by other Control Areas shall be the
responsibility of the Transmission Customer requesting service. The Transmission Customer
shall provide, unless waived by the ISO, notification to the 1ISO identifying such systems and
authorizing them to schedule the Capacity and Energy to be transmitted by the ISO pursuant to
Part 3 of this Tariff on behalf of the Receiving Party at the Point of Delivery or the Delivering
Party at the Point of Receipt. However, the ISO will undertake reasonable efforts to assist the
Transmission Customer in making such arrangements, including without limitation, providing
any information or data required by such other Control Area consistent with Good Utility

Practice.



3.5 Procedures for Arranging Firm Point-To-Point Transmission Service
3.5.1 Application:

A request for Firm Point-To-Point Transmission Service must contain a written
Application at least sixty (60) days in advance of the calendar month in which service is to
commence. The ISO will consider a request for such firm service on shorter notice when
feasible.

A Transmission Customer may fix the price of Congestion Costs associated with its
service by acquiring sufficient TCCs with the same Point(s) of Receipt and Point(s) of Delivery

as its Transmission Service.

3.5.2 Completed Application:

A Completed Application shall provide all of the information included in 18 CFR § 2.20

including but not limited to the following:

Q) The identity, address, telephone number and facsimile number of the entity
requesting service;

(i) A statement that the entity requesting service is, or will be upon commencement
of service, an Eligible Customer under this Tariff;

(iii)  The location of the Point(s) of Receipt and Point(s) of Delivery and the identities
of the Delivering Parties and the Receiving Parties;

(iv)  The location of the generating facility(ies) supplying the Capacity and Energy and
the location of the Load ultimately served by the Capacity and Energy
transmitted. The ISO will treat this information as confidential except to the
extent that disclosure of this information is required by this Tariff, by regulatory

or judicial order, for reliability purposes pursuant to Good Utility Practice or



pursuant to RTG transmission information sharing agreements. The ISO shall
treat this information consistent with the standards of conduct contained in Part 37
of the Commission’s regulations and the Code of Conduct in Attachment F;

(v) A description of the supply characteristics of the Capacity and Energy to be
delivered;

(vi)  An estimate of the Capacity and Energy expected to be delivered to the Receiving
Party;

(vii)  The Service Commencement Date and the term of the requested Transmission
Service; and

(viii)  Any additional information required by the ISO’s planning process established in
Attachment Y.

The 1SO shall treat this information consistent with the standards of conduct contained in

Part 37 of the Commission’s regulations and the Code of Conduct in Attachment F.

3.5.3 Deposit:

No deposit is required for service under this Tariff.

3.5.4 Notice of Deficient Application:

If an Application fails to meet the requirements of this Tariff, the ISO shall notify the
entity requesting service within fifteen (15) days of receipt of the reasons for such failure. The
ISO will attempt to remedy minor deficiencies in the Application through informal
communications with the Eligible Customer. If such efforts are unsuccessful, the ISO shall

return the Application.



355 Response to a Completed Application:

Following receipt of a Completed Application for Firm Point-To-Point Transmission
Service the I1SO shall make a determination as to whether the NY Power System can support the
requested service within the Constraint management and redispatch capabilities of the system. If
the ISO concludes that such service is not possible, the ISO shall notify the Eligible Customer as
soon as practicable, but not later than thirty (30) days after the date of receipt of a Completed
Application. The Transmission Customer may request a System Impact Study pursuant to

Section 19 at that time.

3.5.6 Execution of Service Agreement:

If a System Impact Study is not requested and the service can be provided, the ISO shall
notify the Eligible Customer as soon as practicable but no later than thirty (30) days after receipt
of the Completed Application. Where a System Impact Study is requested, the provisions of
Section 19 will govern the execution of a Service Agreement. Failure of an Eligible Customer to
execute and return the Service Agreement or request the filing of an unexecuted Service
Agreement pursuant to Section 15.3, within fifteen (15) days after it is tendered by the 1SO will
be deemed a withdrawal and termination of the Application. Nothing herein limits the right of an

Eligible Customer to file another Application after such withdrawal and termination.

3.5.7 Extension for Commencement of Service.



3.6 Procedures for Arranging Non-Firm Point-To-Point Transmission Service
3.6.1 Application:

Eligible Customers seeking Non-Firm Point-To-Point Transmission Service must submit

a Completed Application to the 1SO.

3.6.2 Completed Application:
A Completed Application shall provide all of the information included in 18 CFR § 2.20
including but not limited to the following:
Q) The identity, address, telephone number and facsimile number of the entity
requesting service;
(i) A statement that the entity requesting service is, or will be upon commencement
of service, an Eligible Customer under this Tariff;
(iii)  The Point(s) of Receipt and the Point(s) of Delivery;
(iv)  The maximum amount of Energy to be injected and/or withdrawn at each Point of
Receipt and Point of Delivery; and
(V) The proposed dates and hours for initiating and terminating Transmission Service
hereunder.
In addition to the information specified above, when required to properly evaluate system
conditions, the ISO also may ask the Transmission Customer to provide the following:
(vi)  The electrical location of the initial source of the power to be transmitted pursuant
to the Transmission Customer’s request for service; and
(vii)  The electrical location of the ultimate Load.
The ISO will treat this information in (vi) and (vii) as confidential at the request of the

Transmission Customer except to the extent that disclosure of this information is required by this



Tariff, by regulatory or judicial order, for reliability purposes pursuant to Good Utility Practice,
or pursuant to RTG transmission information sharing agreements. The ISO shall treat this
information consistent with the standards of conduct contained in Part 37 of the Commission’s

regulations and the ISO Code of Conduct in Attachment F.

3.6.3 Requests for Non-Firm Point-to-Point Transmission:

Requests for daily service and hourly service shall be made by submitting a schedule to
the ISO in accordance with Section 3.2.6. Such requests shall be accommodated when no
Congestion is present.

3.6.4 Determination of Available Transfer Capability Using Security

Constrained Unit Commitment (“SCUC”), Real-Time Commitment
(“RTC”), and Real-Time Dispatch (“RTD”).

The ISO continuously redispatches the resources subject to its control in order to meet
Load and accommaodate requests for Firm Transmission Service through the use of SCUC, RTC,

and RTD.



3.7 Additional Study Procedures For Firm Point-To-Point Transmission Service
Requests

The FERC Order No. 888 provisions for initiating a transmission system expansion are
contained in Section 3.7 and Sections 3.13 through 3.14.2. Additional ISO responsibilities for
transmission system expansion are contained in Section 3.8. Study procedures associated with
new interconnections to the NY'S Power System are contained in Section 3.9. Section 19C
addresses prioritization of network and point-to-point transmission expansion and
interconnection studies. Nothing in this Tariff shall preclude the Transmission Owner from
proposing and constructing transmission facilities in the public interest in accordance with all

applicable regulatory requirements.

3.7.1 Notice of Request for System Impact Study:

Firm Transmission Service is available to an Eligible Customer, including a Transmission
Owner, willing to pay Congestion Rent as described in this Tariff. A request for Firm
Point-To-Point Transmission Service would not normally require a System Impact Study unless
the Eligible Customer specifically requests that the ISO conduct such a study of facilities that
could be constructed (for example, if the Eligible Customer requesting Firm Transmission
Service determines that Congestion Rent or the cost of TCCs is too high and the customer is
considering constructing new facilities to create incremental transfer capability resulting in
incremental TCCs, or, if an Eligible Customer requests that transmission facilities be constructed
to address reliability or other operational concerns) (a “Study Request”). When an Eligible
Customer submits a Study Request it must give the ISO written notice of whether it intends to
conduct all or part of the System Impact Study itself. After receiving a complete Study Request,

the 1SO shall, within thirty (30) days of the date that the Operating Committee approves the



scope of the System Impact Study, or such other time as is agreed upon by the 1SO and the
Eligible Customer, tender a System Impact Study agreement pursuant to which the Eligible
Customer shall agree to reimburse the 1SO, for performing the required System Impact Study.
The 1SO shall coordinate with all affected Transmission Owners in performing the System
Impact Study. A description of the ISO’s methodology for completing a System Impact Study is
provided in Attachment D. Before a Study Request is evaluated, the Eligible Customer shall
execute the System Impact Study agreement and return it to the 1SO within fifteen (15) days. If
the Eligible Customer elects not to execute the System Impact Study agreement, its Study

Request shall be deemed withdrawn.

3.7.2 System Impact Study Agreement and Cost Reimbursement:

The System Impact Study agreement will clearly specify the ISO’s estimate of the actual
cost, and time for completion of the System Impact Study. The charge shall not exceed the
actual cost of the study. In performing the System Impact Study, the ISO shall rely, to the extent
reasonably practicable, on existing transmission planning studies including applicable studies
submitted by the Eligible Customer. The Eligible Customer will not be assessed a charge for
such existing studies; however, the Eligible Customer will be responsible for charges associated
with any modifications to existing planning studies that are reasonably necessary to evaluate the
impact of the Eligible Customer’s Study Request.

For System Impact Studies that a Transmission Owner or the 1SO conducts on its own
behalf, the Transmission Owner or ISO shall record the cost of the System Impact Studies
pursuant to Section 2.8.

If a Transmission Owner, on behalf of the ISO, performs all or part of a System Impact

Study, the ISO shall reimburse the Transmission Owner for any costs that the Transmission



Owner incurred.

3.7.3 System Impact Study Procedures:

The ISO shall coordinate with all affected Transmission Owners in performing the
System Impact Study.
Upon receipt of an executed System Impact Study agreement, the ISO will complete the
required System Impact Study as follows:

3.7.3.1 if the Study Request specified that the Eligible Customer would not
perform any part of the study then the 1SO shall use due diligence to complete the
study, and to obtain all necessary stakeholder approvals, within a one hundred and
twenty (120) day period, or a different period agreed to by the Eligible Customer
and the 1SO, starting on the date that the 1SO receives the executed System
Impact Study Agreement, or an alternative starting date agreed to by the Eligible
Customer and the I1SO; or

3.7.3.2 if the Study Request specified that the Eligible Customer would perform
all or part of the System Impact Study itself, then:

3.7.3.2.1 the ISO shall use due diligence to complete those portion(s) of the study
that the Eligible Customer is not performing, and to obtain all necessary
stakeholder approvals of those portions, within a one hundred and twenty (120)
day period, or a different period agreed to by the Eligible Customer and the 1SO,
starting on the date that the 1SO receives the executed System Impact Study
Agreement, or an alternative starting date agreed to by the Eligible Customer and
the ISO; and

3.7.3.2.2 the 1SO shall use due diligence to review any portion(s) of a study



performed by an Eligible Customer within a thirty (30) day period or a different
period agreed to by the Eligible Customer and the ISO, starting on the date that
the ISO receives a complete draft from the Eligible Customer of its portion(s) of
the study, or an alternative starting date agreed to by the Eligible Customer and
the ISO. If the ISO determines that_the portion(s) of the study performed by the
Eligible Customer are incomplete or that changes are required, the Eligible
Customer shall make any necessary changes. The 1SO shall then use due diligence
to review a revised complete draft of the Eligible Customer's portion(s) of the
study within thirty days, or a different period agreed to by the Eligible Customer
and the I1SO, starting on the date that the ISO receives a revised complete draft, or
an alternative starting date agreed to by the Eligible Customer and the 1SO.

The ISO will normally submit System Impact Studies to the Operating
Committee before finalizing them. If the Operating Committee directs the 1SO to
modify a System Impact Study or to perform other study-related work before
granting its approval, then the deadline for completing the study will be extended
for an additional time agreed upon by the ISO and the Eligible Customer. If the
ISO and the Eligible Customer are unable to agree on an additional time the
deadline for completing the study will be extended for another sixty (60) days.

The System Impact Study shall identify any additional Direct Assignment
Facilities or Network Upgrades required to comply with a Eligible Customer’s or
Transmission Owner’s request. In the event that the ISO is unable to complete
the required System Impact Study within such time period, it shall so notify the

Eligible Customer and provide an estimated completion date along with an



explanation of the reasons why additional time is required to complete the
required studies. A copy of the completed System Impact Study and related work
papers shall be made available to the Eligible Customer. The ISO will use the
same due diligence in completing the System Impact Study for an Eligible
Customer as it uses when completing studies for itself or a Transmission Owner.
The ISO shall notify the Eligible Customer immediately upon completion of the
System Impact Study if the Study Request can be completed at no additional cost

(e.g., if the ISO is currently studying requests to construct similar facilities).

3.74 Facilities Study Procedures:

After a System Impact Study indicates that additions or upgrades to the Transmission
System could be constructed in response to the Eligible Customer’s Study Request, the
Transmission Owner(s) whose facilities may be modified in performing the upgrade or addition
(the “affected” Transmission Owners) shall, within thirty (30) days of the later of: (i) the
completion of the System Impact Study; (ii) the date on which the Eligible Customer provides
the affected Transmission Owner(s) with written notice of whether it intends to perform all or
part of the Facilities Study itself; or (iii) such other time as is agreed upon by the Transmission
Owner(s) and the Eligible Customer, tender to the Eligible Customer a Facilities Study
agreement. The ISO shall cooperate with the affected Transmission Owner(s) in performing any
subsequent Facilities Studies. In the Facilities Study agreement, the Eligible Customer shall
agree to reimburse the Transmission Owner(s) for performing the required Facilities Study and
the 1SO for its associated costs. If the Eligible Customer wants the Transmission Owner(s) to
undertake the Facilities Study, the Eligible Customer shall execute the Facilities Study

agreement and return it to the Transmission Owner(s) within fifteen (15) days.



Upon receipt of an executed Facilities Study agreement, the affected Transmission
Owner(s) will complete the required Facilities Study as follows:

3.74.1 if the Eligible Customer gave written notice that it would not perform any
part of the study then the affected Transmission Owners(s) shall use due diligence
to complete the study within a one hundred and twenty (120) day period, or a
different period agreed to by the Eligible Customer and the affected Transmission
Owner(s), starting on the date that the affected Transmission Owner(s) receive the
executed Facilities Study Agreement, or an alternative starting date agreed to by
the Eligible Customer and the affected Transmission Owner(s); or

3.74.2 if the Eligible Customer gave written notice that it would perform all or
part of the Facilities Study itself, then:

3.74.21 the affected Transmission Owner(s) shall use due diligence to complete
those portion(s) of the study that the Eligible Customer is not performing within a
one hundred and twenty (120) day period, or a different period agreed to by the
Eligible Customer and the affected Transmission_Owner(s), starting on the date
that the affected Transmission Owner(s) receive the executed Facilities Study
Agreement, or an alternative starting date agreed to by the Eligible Customer and
the affected Transmission Owner(s); and

3.74.22 the affected Transmission Owner(s) shall use due diligence to review any
portion(s) of a study performed by an Eligible Customer within a thirty (30) day
period or a different period agreed to by the Eligible Customer and the affected
Transmission Owner(s), starting on the date that the affected Transmission

Owner(s) receive a complete draft from the Eligible Customer of its portion(s) of



the study, or an alternative starting date agreed to by the Eligible Customer and
the affected Transmission Owner(s). If the affected Transmission Owner(s)
determine that the portion(s) of the study performed by the Eligible Customer are
incomplete or that changes are required, the Eligible Customer shall make any
necessary changes. The affected Transmission Owner(s) shall then use due
diligence to review a revised complete draft of the Eligible Customer's portion(s)
of the study within thirty days, or a different period agreed to by the Eligible
Customer and the affected Transmission Owner(s), starting on the date that the
affected Transmission Owner(s) receive a revised complete draft, or an alternative
starting date agreed to by the Eligible Customer and the affected Transmission
Owner(s).

If the Transmission Owner(s) are unable to complete the Facilities Study in the allotted
time period, the Transmission Owner(s) shall notify the Eligible Customer and provide an
estimate of the time needed to reach a final determination along with an explanation of the
reasons that additional time is required to complete the study. When completed, the Facilities
Study will include a good faith estimate of (i) the cost of Direct Assignment Facilities to be
charged to the Eligible Customer, (i1) the Eligible Customer’s appropriate share of the cost of
any required Network Upgrades as determined pursuant to the provisions of Part Il of this Tariff,
and (iii) the time required to complete such construction. The Facilities Study shall contain a
non-binding estimate as to the feasible TCCs resulting from the construction of the new
facilities. If the Eligible Customer decides to proceed with the construction of the facilities
described in the Facilities Study, the Eligible Customer shall (1) enter into a construction

contract with the Transmission Owner(s) whose system(s) will be directly modified, and with the



entity that will construct the facilities under the supervision of the Transmission Owner(s) (if
other than the Transmission Owner(s)), and guarantee to compensate the Transmission Owner(s)
and constructing entity (if other than the Transmission Owner(s)) for all costs incurred associated
with the construction, and (2) provide each Transmission Owner with a letter of credit or other
reasonable form of security acceptable to the Transmission Owner equivalent to the costs of new
facilities or upgrades consistent with commercial practices as established by the Uniform
Commercial Code. The construction contract shall contain terms and obligations of the
Transmission Customer to pay for the facilities modifications or additions pursuant to the

contract.

3.75 Facilities Study Modifications:

Any change in design arising from inability to site or construct facilities as proposed will
require development of a revised good faith estimate. New good faith estimates also will be
required in the event of new statutory or regulatory requirements that are effective before the
completion of construction or other circumstances beyond the control of the ISO or Transmission
Owner that significantly affect the final cost of new facilities or upgrades to be charged to the

Transmission Customer pursuant to the provisions of Part 3 of this Tariff.

3.7.6 Due Diligence in Completing New Facilities:

The Transmission Owner(s), in coordination with the ISO, shall use due diligence to add
necessary facilities or upgrade their transmission systems within a reasonable time. The
Transmission Owner(s) will not upgrade their existing or planned system if doing so would

impair system reliability.



3.7.7 Partial Interim Service:

If the ISO, in cooperation with the Transmission Owner(s), determines that it can satisfy
a portion of the Eligible Customers request based on the existing transmission system
configuration, the ISO will provide that information to the Eligible Customer. The awarding of

such TCCs will be subject to the results of the TCC auction process.

3.7.8 Expedited Procedures for New Facilities:

In lieu of the procedures set forth above, the Eligible Customer shall have the option to
expedite the process by requesting the ISO to coordinate with the Transmission Owner(s) to
tender at one time, together with the results of required studies, an “Expedited Request” pursuant
to which the Eligible Customer would agree to compensate the Transmission Owner(s) and ISO
for all costs incurred pursuant to the terms of this Tariff. In order to exercise this option, the
Eligible Customer shall request in writing an Expedited Request covering all of the
above-specified items within thirty (30) days of receiving the results of the System Impact Study
identifying needed facility additions or upgrades or costs incurred in order to address the
Transmission Customer’s request. While the Transmission Owner(s) agree to provide the
Eligible Customer with their best estimate of the new facility costs and other charges that may be
incurred, such estimate shall not be binding and the Eligible Customer must agree in writing to
compensate the Transmission Owner(s) for all costs incurred pursuant to the provisions of this
Tariff. The Eligible Customer shall execute and return such an Expedited Service Agreement
within fifteen (15) days of its receipt or the Eligible Customer’s request for service will cease to

be a completed application and will be deemed terminated and withdrawn.

3.7.9 Penalties for Failure to Meet Study Deadlines:

Sections 3.7.3 and 3.7.4 require the ISO, or the affected Transmission Owner, to use due



diligence to meet the completion deadlines for System Impact Studies and Facilities Studies,

respectively.

(i)

(i)

(iii)

The ISO, or a Transmission Owner as appropriate, is required to file a notice with
the Commission in the event that more than twenty (20) percent of System Impact
Studies and non-Affiliates’ Facilities Studies that it completes in any two
consecutive calendar quarters are not completed within the study completion
deadlines. Such notice must be filed within thirty (30) days of the end of the
calendar quarter triggering the notice requirement.

For the purposes of calculating the percent of System Impact Studies and non-
Affiliates’ Facilities Studies processed outside of the study completion deadlines,
the ISO and the Transmission Owner(s) shall consider the total number of System
Impact Studies and Facilities Studies for non-Affiliates that they collectively
completed during the calendar quarter. The percentage should be calculated by
dividing the number of those studies which are not completed on time by the total
number of completed studies. The ISO or Transmission Owner may provide an
explanation in its notification filing to the Commission if it believes there are
extenuating circumstances that prevented it from meeting the study completion
deadlines.

The 1SO or Transmission Provider is subject to an operational penalty if it
completes ten (10) percent or more of System Impact Studies and non-Affiliates’
Facilities Studies outside of the study completion deadlines for each of the two
calendar quarters immediately following the quarter that triggered its notification

filing to the Commission. The operational penalty will be assessed for each



calendar quarter for which an operational penalty applies, starting with the
calendar quarter immediately following the quarter that triggered the ISO’s or
Transmission Owner’s notification filing to the Commission. The operational
penalty will continue to be assessed each quarter until the 1ISO or Transmission
Owner, as applicable, completes at least ninety (90) percent of all System Impact
Studies and non-Affiliates’ Facilities Studies within the deadline.

(iv)  For penalties assessed in accordance with subsection (iii) above, the penalty
amount for each System Impact Study or Facilities Study shall be equal to $500
for each day that the ISO or Transmission Owner takes to complete that study

beyond the deadline.

3.7.10 Clustering of Point-to-Point Studies

The Eligible Customer may request that the ISO or affected Transmission Owner(s), as
applicable, cluster the System Impact Studies and/or Facilities Studies. The Eligible Customer
shall notify the ISO or affected Transmission Owner(s), as applicable, prior to signing a study
agreement if the Eligible Customer requests its System Impact_Study or Facilities Study to be
clustered with another Eligible Customer’s System Impact Study or Facilities Study. In this
notification, the Eligible Customer shall identify the other Eligible Customer request(s) with
which it would like to be clustered, and shall indicate whether the other Eligible Customer(s)
with which it requests clustering support(s) the clustering request. The ISO or affected
Transmission Owner(s) may, in their discretion, notify Eligible Customers who have requested
studies about potential clustering opportunities. The ISO or affected Transmission Owner(s), as
applicable, will accommodate any reasonable clustering request; however, the 1ISO or affected

Transmission Owner(s) will not consider a clustering request to be reasonable if:



0] The cluster is not supported by all Eligible Customers proposed to be in the

cluster; or

(i) The ISO or affected Transmission Owner(s) determine that the requests should be

studied individually rather than in a cluster (e.g., studies are geographically
diverse or otherwise impact the transmission system in diverse ways such that
clustering is not reasonable).

All Eligible Customers involved in a cluster study will be required to execute the System
Impact Study Agreement and/or Facilities Study Agreement which provides that the System
Impact Study or Facilities Study will be performed as a cluster study. The study will be
performed in accordance with the procedures set forth in section 3.7.3, 3.7.4, 4.5.3 and 4.5.4 with
the exception that the timeline for performing the System Impact Study or Facilities Study will
begin to run after all Eligible Customers who have notified the 1ISO or Transmission Owner of
their intent to participate in a cluster study have executed a System Impact Study Agreement or
Facilities Study Agreement, or on a later date authorized under those provisions.

Once Eligible Customers agree to have the ISO or a Transmission Owner cluster their
System Impact Studies or Facilities Studies, the Eligible Customers may not opt out of the
cluster unless the ISO or affected Transmission Owner(s), respectively, agree(s), in its or their
sole discretion, to allow it.

Eligible Customers that have agreed to cluster their System Impact Study or Facilities
Study shall be responsible for reimbursing the ISO or affected Transmission Owner for
performing the clustered System Impact Study or Facilities Study in equal shares, unless the
Eligible Customers in the cluster independently agree to an alternate cost-sharing structure, in

which case the Eligible Customers shall provide the ISO or affected Transmission Owner(s) with



a copy of that alternate agreement, as executed. If the ISO or an affected Transmission Owner
allows a participating Eligible Customer to opt out of a cluster, the Eligible Customer shall
remain liable for its share of the ISO or affected Transmission Owner(s)’ costs in performing the

cluster study.



3.8 Development of Transmission Reinforcement Options

3.8.1

3.8.2

3.8.3

At the request of the PSC, the ISO shall develop a limited number of illustrative
transmission reinforcement options, and associated cost estimates, to increase
transfer capability limits on interfaces identified by the PSC as having significant
Congestion. Such reinforcement option results shall be made available to all
customers or potential customers for the purpose of evaluating the economic costs
and benefits of new facilities. Eligible Customers, including Transmission
Owners, may then request a System Impact Study for a specific expansion project
in accordance with Section 3.7.1 through 3.7.3. Development of the transmission
reinforcement options will not reflect the impacts of alternatives that may be
proposed by other Eligible Customers, including generation projects, which could
increase or decrease transmission interface transfer capability or Congestion
Rents or both. Cost estimates provided will be based on readily available data
and shall in no way be binding on the ISO. The ISO will not charge the PSC for
this service.

Subject to the Eligible Customer’s obligation to compensate the ISO, at the
request of an Eligible Customer, the ISO will develop illustrative transmission
reinforcement options as described in Section 3.8.1 above. The Eligible Customer
shall comply with the provisions of Sections 3.7.1 through 3.7.3 that require the
customer to enter into a System Impact Study agreement and agree to compensate
the 1SO for all costs incurred to conduct the study.

Requests to proceed with a system expansion shall be subject to the provisions of

Sections 3.7.4 through 3.7.8, and Sections 3.13 through 3.15.



3.9 Study Procedures For New Interconnections To The NYS Power System
3.9.1 Request for Interconnection Study:

Any Eligible Customer proposing to interconnect its Load or Large Facility with the NYS
Power System shall submit its interconnection proposal to the ISO. The I1SO, in cooperation
with the Transmission Owner with whose system the Eligible Customer proposes to
interconnect, shall perform technical studies to determine whether the proposed interconnection
may degrade system reliability or adversely affect the operation of the NYS Power System. The
technical studies shall be conducted in accordance with the procedures specified in Section 3.9.2.
The proposed interconnection shall not proceed if the ISO concludes in the study that the
proposed interconnection may degrade system reliability or adversely affect the operation of the
NYS Power System. If the proposal is rejected, the ISO shall provide in writing the reasons why

the proposal was rejected.

3.9.2 Study Procedures:

Upon receipt of the interconnection proposal and a written guarantee by the Eligible
Customer to pay all costs incurred by the ISO and Transmission Owner(s) conducting the
technical studies, the ISO, in cooperation with the Transmission Owner with whose system the
Eligible Customer proposes to interconnect shall perform the technical studies of the proposed
interconnection. The ISO shall evaluate each Large Facility using the Interconnection Studies
specified in the Large Facility Interconnection Procedures in Attachment X. The technical
studies shall address the following:

0] An evaluation of the potential significant impacts of the proposed interconnection

on NYS Power System reliability, at a level of detail that reflects the magnitude

of the impacts and the reasonable likelihood of their occurrence;



(i)  Anevaluation of impacts of the proposed interconnection on system voltage,
stability and thermal limitations, as prescribed in the Reliability Rules;

(iti))  An evaluation as to whether modifications to the NYS Power System would be
required to maintain Interface transfer capability or comply with the voltage,
stability and thermal limitations, as prescribed in the Reliability Rules. The ISO
will apply the criteria established by NERC, NPCC and the NYSRC;

(iv)  Anevaluation of alternatives that would eliminate adverse reliability impacts, if
any, resulting from the proposed interconnection; and

(v)  Anestimate of the increase or decrease in the Total Transfer Capability across

each affected Interface.

3.9.3 Interconnection Agreements:

After receiving the approval of the proposed interconnection, and after the Eligible
Customer makes payment to the ISO and Transmission Owner for the cost of the technical
studies, the Eligible Customer may elect to continue with the proposed interconnection by
entering into an interconnection agreement with the Transmission Owner with whose system the
Eligible Customer proposes to interconnect. After completion of the Interconnection Facilities
Study and Attachment S cost allocation process, the Developer of a Large Generating Facility
may elect, in accordance with the Large Facility Interconnection Procedures in Attachment X, to
continue with its proposed interconnection by entering into a Standard Large Generator
Interconnection Agreement with the 1ISO and the Transmission Owner with whose system the

Developer proposes to interconnect.

394 Interconnection Facilities Cost:

The Developer of the proposed Large Facility shall be responsible for the cost of the



facilities needed for its project to reliably interconnect to the New York State Power System, in

accordance with the interconnection facilities cost allocation rules set out in Attachment S.



3.10 Prioritizing Transmission and Interconnection Studies

For the purposes of determining the priority for: (i) Interconnection proposals submitted
by an Eligible Customer, in writing, and currently pending with one or more Transmission
Owner(s) prior to the effective date of this Tariff; (ii) transmission studies requested pursuant to
the provisions of a Transmission Owner’s Open Access Tariff prior to the date of ISO OATT
Tariff implementation or transmission studies requested pursuant to Sections 3.7.4, 3.7.8 and
4.5.4 of this Tariff; (iii) transmission studies requested by Eligible Customers pursuant to
Sections 3.8.2 and 4.5.7.2 of this Tariff; (iv) proposals submitted pursuant to Section 3.6.2 of the
ISO Agreement; and (v) interconnection proposals submitted pursuant to 3.9 and 4.5.8 of this
Tariff; the 1ISO shall give priority to each transmission study or Interconnection proposal on the
basis of its date of submittal to the ISO or Transmission Owner. Before the effective date of this
Tariff, the date of submittal of each transmission study or Interconnection proposal shall be
determined by the application procedures of each Transmission Owner. New transmission
studies or Interconnection proposals submitted after the effective date of this Tariff shall be
subject to the same prioritization procedures, unless such procedures are modified by the 1SO. In
the event of different submission dates before one or more Transmission Owners or the 1SO, the
earliest submittal date shall be used for prioritization. After an effective date to be determined
by the Commission, Large Facility Interconnection Requests shall be subject to the prioritization
process included in the Large Facility Interconnection Procedures in Attachment X. The ISO
may determine the priority of transmission studies under Section 3.6.3 of the ISO Agreement and
studies requested by the PSC under Section 3.8.1 of this Tariff according to procedures to be

developed by the 1SO.



3.11 Small Generator Interconnections

The interconnection procedures, and standard interconnection agreement, to be used for
the interconnection of generating facilities no larger than 20 MWs, are set forth in Attachment Z

to this ISO OATT.



3.12 The Comprehensive Reliability Planning Process

The ISO shall conduct the Comprehensive Reliability Planning Process in accordance
with Attachment Y to this Tariff and ISO Procedures. To the extent practicable, the ISO shall
coordinate the performance of the studies required under Attachment Y with any transmission
and interconnection studies that may be requested under sections 3.7, 3.8, 3.9, 4.5, 4.5.7, and

4.5.8 of this Tariff.



3.13 Procedures if The Transmission Owner is Unable to Complete New
Transmission Facilities for Firm Point-To-Point Transmission Service

3.131 Delays in Construction of New Facilities:

If any event occurs that will materially affect the time for completion of new facilities, or
the ability to complete them, the Transmission Owner(s) constructing the facilities shall
promptly notify the Transmission Customer. In such circumstances, the Transmission Owner(s)
shall within thirty (30) days of notifying the Transmission Customer of such delays, convene a
technical meeting with the Transmission Customer to evaluate the alternatives available to the
Transmission Customer. The Transmission Owner also shall make available to the Transmission
Customer studies and work papers related to the delay, including all information that is in the
possession of the Transmission Owner(s) that is reasonably needed by the Transmission

Customer to evaluate any alternatives.

3.13.2 Alternatives to the Original Facility Additions:

When the review process of Section 3.13.1 determines that one or more alternatives exist
to the originally planned construction project, the Transmission Owner shall present such
alternatives for consideration by the Transmission Customer. If, upon review of any alternatives,
the Transmission Customer desires that one of the alternative facilities be constructed, it may
request the Transmission Owner(s) to submit a revised construction contract between the
Transmission Customer and the Transmission Owner(s) constructing the alternative facilities. In
the event the Transmission Owner concludes that no reasonable alternative exists and the
Transmission Customer disagrees, the Transmission Customer may seek relief under the Dispute
Resolution Process under Section 2.16 or it may refer the dispute to the Commission for

resolution.



3.13.3 Refund Obligation for Unfinished Facility Additions:

If the Transmission Owner and the Transmission Customer mutually agree that no other
reasonable alternatives exist, the obligation to provide the requested construction of additional
facilities shall terminate. However, the Transmission Customer shall be responsible for all
prudently incurred costs by the Transmission Owner(s) through the time construction was

suspended.



3.14 Provisions Relating to Transmission Construction and Services on the Systems
of Other Utilities

3.141 Responsibility for Third-Party System Additions:

The ISO and Transmission Owner(s) shall not be responsible for making arrangements
for any necessary engineering, permitting, and construction of transmission or distribution
facilities on the system(s) of any other entity or for obtaining any regulatory approval for such
facilities. The ISO will undertake reasonable efforts to assist the Transmission Customer in
obtaining such arrangements, including without limitation, providing any information or data

required by such other electric system pursuant to Good Utility Practice.

3.14.2 Coordination of Third-Party System Additions:

The Transmission Owner(s) shall have the right to coordinate construction on its own
system with the construction required by others. The Transmission Owner(s), after consultation
with the Transmission Customer and representatives of such other systems, may defer
construction of its new transmission facilities, if the new transmission facilities on another
system cannot be completed in a timely manner. The Transmission Owner(s) shall notify the
Transmission Customer in writing of the basis for any decision to defer construction and the
specific problems which must be resolved before it will initiate or resume construction of new
facilities. Within sixty (60) days of receiving written notification by the Transmission Owner of
its intent to defer construction pursuant to this section, the Transmission Customer may
challenge the decision in accordance with the dispute resolution procedures pursuant to Section

2.16 or it may refer the dispute to the Commission for resolution.



3.15 Changes in Service Specifications
3.15.1 Modifications On a Non-Firm Basis:

The Transmission Customer taking Firm Point-To-Point Transmission Service may
request the ISO provide Transmission Service on a non-firm basis over Receipt and Delivery
Points other than those specified in the Bid, Bilateral Transaction Schedule, or similar entry
(“Secondary Receipt and Delivery Points™), in amounts not to exceed the quantities of its Firm
Point-to-Point Transmission Service, without incurring an additional Non-Firm Point-To-Point
Transmission Service charge or executing a new Service Agreement, subject to the following
conditions. While there will be no additional charges for requesting service from a new receipt
or to a new delivery point, the Transmission Customer shall be responsible for all charges
applicable to the new secondary receipt or delivery point in place of the charges applicable to the
original receipt or delivery point.

@ Service provided over Secondary Receipt and Delivery Points will be non-firm

only, on an as-available basis.

(b) The sum of all Firm and non-firm Point-To-Point Transmission Service provided
to the Transmission Customer at any time pursuant to this Section shall not
exceed the quantities or its Firm Point-to-Point Transmissions Service requested
in the relevant Service Agreement under which such services are provided.

(©) The Transmission Customer shall retain its right to schedule Firm Point- To-Point
Transmission Service at the Receipt and Delivery Points specified up to the
quantities or its Firm Point-to-Point Transmission Service requested in the
relevant Service Agreement.

(d) Service over Secondary Receipt and Delivery Points on a non-firm basis shall not



require the filing of an Application for Non-Firm Point-To-Point Transmission
Service under this Tariff. However, all other requirements of Part 3 of this Tariff
(except as to transmission rates) shall apply to Transmission Service on a

non-firm basis over Secondary Receipt and Delivery Points.

3.15.2 Modification On a Firm Basis:

Any request by a Transmission Customer to modify Receipt and Delivery Points on a
firm basis shall be treated as a new request for service in accordance with Section 3.5 hereof.
While such new request is pending, the Transmission Customer shall retain its priority for
service at the existing firm Receipt and Delivery Points specified in its Bid, Bilateral Transaction

schedule, or similar entry.



3.16 Metering and Power Factor Correction at Receipt and Delivery Point(s)
3.16.1 Transmission Customer Obligations:

Unless otherwise agreed, the Transmission Customer shall be responsible for installing
and maintaining compatible metering and communications equipment to accurately account for
the Capacity and Energy being transmitted under Part 3 of this Tariff and to communicate the
information to the Transmission Owner and the 1SO. Such equipment shall remain the property

of the Transmission Customer.

3.16.2 Access to Metering Data:

The ISO and Transmission Owner shall have access to metering data, which may
reasonably be required to maintain reliability and to facilitate measurements and billing under

the Service Agreement.

3.16.3 Power Factor:

Unless otherwise agreed, the Transmission Customer is required to maintain a power
factor within the same range as the Transmission Owner pursuant to Good Utility Practices. The

power factor requirements are specified in the Service Agreement where applicable.



3.17 Compensation for Transmission Service

Rates for Firm and Non-Firm Point-To-Point Transmission Service are provided in the
Schedules appended to the Tariff: Firm Point-To-Point Transmission Service (Schedule 7); and
Non-Firm Point-To-Point Transmission Service (Schedule 8). The Transmission Owner shall
use Part 3 of this Tariff to make its Third-Party Sales. The Transmission Owner shall account
for such use at the applicable Tariff rates, pursuant to Section 8.

The billing of these charges will be performed pursuant to Section 2.7 of this Tariff.



3.18 Stranded Cost Recovery

The Transmission Owners other than NYPA may seek to recover stranded costs from the
Point-to-Point Transmission Customer pursuant to this Tariff in accordance with the terms,
conditions and procedures set forth in FERC Order No. 888. However, the Transmission
Owners must separately file any proposal to recover stranded costs under Section 205 of the
FPA. This provision shall not supersede or otherwise affect a Transmission Owner’s right to
recover stranded costs under other authority. To the extent that LIPA’s rates for service are
established by the Long Island Power Authority’s Board of Trustees pursuant to Article 5, Title
1-A of the New York Public Authorities Law, Sections 1020-f(u) and 1020-s and are not subject
to Commission and/or PSC jurisdiction, LIPA’s recovery of stranded costs will not be subject to
the foregoing requirements.

Upon filing of a proposal to recover stranded costs under the FPA, the Transmission
Owner shall immediately provide the ISO with a copy of the appropriate rate schedule which
will be incorporated as a new SIRC rate schedule under this Tariff, subject to refund as may be
required by the Commission. The I1SO shall collect such SIRC from Network Service Customers
and remit the collected amounts to the applicable Transmission Owner(s). Any SIRC rate
schedule developed by LIPA under this Tariff will be effective upon receipt by the 1SO, subject

to any applicable laws and orders.



3.19 Compensation for New Facilities and Redispatch Costs

Whenever a System Impact Study performed by the ISO in connection with the provision
of Firm Point-To-Point Transmission Service identifies the need for new facilities, the
Transmission Customer shall be responsible for such costs to the extent consistent with

Commission policy.



4 Network Integration Transmission Service

Preamble

The ISO will provide Network Integration Transmission Service pursuant to the
applicable terms and conditions contained in this Tariff and Service Agreement over the
transmission facilities of the parties to the ISO/TO Agreement. Network Integration
Transmission Service will be provided when the Network Customer agrees to pay the
Congestion Rent associated with its requested service. The Network Customer may fix the price
of its Network Integration Transmission Service by purchasing TCCs corresponding with
designated Network Resources and its Network Load. Network Integration Transmission
Service allows the Network Customer to integrate, economically dispatch and regulate its current
and planned Network Resources to serve its Network Load in a manner comparable to that in
which the individual Transmission Owner utilizes their respective transmission systems to serve
their Native Load Customers. Network Integration Transmission Service also may be used by
the Network Customer to deliver economy Energy purchases to its Network Load from
non-designated resources on an as-available basis (i.e. when there is no Congestion) without
additional charge. Transmission Service for sales to non-designated Loads will be provided

pursuant to the applicable terms and conditions of Part 3 of this Tariff.



4.1 Nature of Network Integration Transmission Service
4.1.1 Scope of Service:

Network Integration Transmission Service is a Transmission Service that allows Network
Customers to efficiently and economically utilize Network Resources (as well as other
non-designated generation resources) to serve their Network Load located in the NYCA and any
additional Load that may be designated pursuant to Section 4.4.3 of this Tariff. The Network
Customer taking Network Integration Transmission Service must obtain or provide Ancillary

Services pursuant to Section 2.3.

4.1.2 Transmission Owner Responsibilities:

Each Transmission Owner will plan, construct, operate and maintain their respective
transmission systems in accordance with Good Utility Practice and its planning obligations in
Attachment Y, in order to provide the Network Customer with Network Integration
Transmission Service over the NYS Transmission System. The Transmission Owner, on behalf
of its Native Load Customers, shall be required to designate resources and Loads in the same
manner as any Network Customer under Part 4 of this Tariff. This information must be
consistent with the information used by the ISO to calculate ATC. The Transmission Owners
and the 1SO shall include the Network Customer's Network Load in transmission system
planning and shall, consistent with Good Utility Practice and Attachment Y, endeavor to
construct and place into service sufficient transmission capacity to deliver the Network
Customer's Network Resources to serve its Network Load on a basis comparable to the
Transmission Owner’s delivery of its own generating and purchased resources to its Native Load

Customers.



4.1.3 Network Integration Transmission Service:

The ISO will provide Firm Transmission Service over the NYS Transmission System to
the Network Customer for the delivery of Energy from its designated Network Resources to
serve its Network Loads on a basis that is comparable to the Transmission Owner’s use of the

NYS Transmission System to reliably serve its Native Load Customers.

4.1.4 Secondary Service:

The Network Customer may use the NYS Transmission System to deliver Energy to its
Network Loads from resources that have not been designated as Network Resources. Such
Energy shall be transmitted, on an as-available basis (i.e., when there is no Congestion between
the non-Network Resource and the Network Load), at no additional charge. Secondary service
shall not require the filing of an Application for Network Integration Transmission Service under

the Tariff.

4.1.5 Real Power Losses:

Real Power Losses are associated with all Transmission Service. The Network Customer
is responsible for losses associated with all Transmission Service in accordance with Schedule 9

and as calculated in Attachment J.

416 Restrictions on Use of Service:

The Network Customer shall not use Network Integration Transmission Service for (i)
sales of Capacity and Energy to non-designated Loads or (ii) direct or indirect provisions of this
Transmission Service by the Network Customer to third parties. All Network Customers taking
Network Integration Transmission Service shall use Point-To-Point Transmission Service under

Part 3 of this Tariff for any Third-Party Sale which requires use of the NYS Transmission



System. The ISO shall specify any appropriate charges and penalties and all related terms and
conditions applicable in the event that a Network Customer uses Network Integration
Transmission Service or secondary service pursuant to Section 4.2.4 to facilitate a wholesale sale

that does not serve a Network Load.



4.2 Initiating Service
4.2.1 Condition Precedent for Receiving Service:

Subject to the terms and conditions of Part 4 of this Tariff, the ISO will provide Network
Integration Transmission Service to any Eligible Customer, provided that (i) the Eligible
Customer completes an Application for service as provided under Part 4 of this Tariff; (ii) the
Eligible Customer, 1ISO and the Transmission Owner(s) complete the technical arrangements set
forth in Sections 4.2.3 and 4.2.4; (iii) the Eligible Customer executes a Service Agreement
pursuant to Attachment D for service under Part 4 of this Tariff or requests in writing that the
ISO file a proposed unexecuted Service Agreement with the Commission; (iv) the Eligible
Customer executes a Network Operating Agreement with the 1ISO pursuant to Attachment G; and
(v) if the Network Service involves the use of LIPA’s, transmission facilities, approval of such

transaction has occurred pursuant to Section 2.5.7.

4.2.2 Application Procedures:

An Eligible Customer requesting service under Part 4 of this Tariff must submit an
Application to the 1SO as far as possible in advance of the month in which service is to
commence. Applications should be submitted by entering the information listed below on the
ISO’s OASIS. Prior to implementation of the ISO's OASIS, a Completed Application for
Network Integration Transmission Service will be dated and time-stamped. Applications should
be submitted by entering the information listed below on the ISO's OASIS. Prior to
implementation of the ISO's OASIS, a Completed Application may be submitted by
(i) transmitting the required information to the 1SO by telefax, or (ii) providing the information
by telephone over the 1ISO's time recorded telephone line.

A Completed Application shall provide all of the information included in 18 C.F.R. §



2.20 including, but not limited to, the following:

(i)

(i)

(iii)

(iv)

(v)

The identity, address, telephone number and facsimile number of the party
requesting service;

A statement that the party requesting service is, or will be upon commencement of
service, an Eligible Customer under this Tariff;

A description of the Network Load at each delivery point. This description
should separately identify and provide the Eligible Customer's best estimate of the
total Loads to be served at each transmission voltage level, and the Loads to be
served from each Transmission Owner substation at the same transmission
voltage level. The description should include a ten (10) year forecast of summer
and winter Load and resource requirements beginning with the first year after the
service is scheduled to commence;

The amount and location of any interruptible Loads included in the Network
Load. This shall include the summer and winter Capacity requirements for each
interruptible Load (had such load not been interruptible), that portion of the Load
subject to Interruption, the conditions under which an Interruption can be
implemented and any limitations on the amount and frequency of Interruptions.
An Eligible Customer should identify the amount of interruptible customer Load
(if any) included in the 10-year Load forecast provided in response to (iii) above;
A description of Network Resources (current and 10-year projection.)For each on-
system Network Resource, such description shall include:

Unit size and amount of Capacity from unit to be designated as Network Resource

VAR capability (both leading and lagging) of all Generators



Operating restrictions

- Any periods of restricted operations throughout the year

- Maintenance schedules

- Minimum loading level of unit

- Normal operating level of unit

Minimum Generation and Start-Up Bid and variable Energy Bid information for
redispatch computations

Arrangements governing sale and delivery of power to third parties from
generating facilities located in the New York Control Area, where only a portion
of unit output is designated as a Network Resource

For each off-system Network Resource, such description shall include:

Identification of the Network Resource as an off-system resource

- Amount of power to which the customer has rights

- Identification of the control area from which the power will originate
- Delivery point(s) to the New York State Transmission System

- Transmission arrangements on the external transmission system(s)

- Operating restrictions, if any

- Any periods of restricted operations throughout the year

- Maintenance schedules

- Minimum loading level of unit

- Normal operating level of unit

- Any must-run unit designations required for system reliability or contract

reasons



(vi)

(vii)

(viii)

- Approximate variable generating cost ($/MWH) for redispatch computations;
Description of Eligible Customer's transmission system:

Load flow and stability data, such as real and reactive parts of the Load, lines,
transformers, reactive devices and Load type, including normal and emergency
ratings of all transmission equipment in a Load flow format compatible with that
used by the ISO and the Transmission Owners

Operating restrictions needed for reliability

Operating guides employed by system operators

Contractual restrictions or committed uses of the Eligible Customer's transmission
system, other than the Eligible Customer's Network Loads and Resources
Location of Network Resources described in subsection (v) above

Transmission system maps that include any proposed expansions or upgrades
10 year projection of system expansions or upgrades

Thermal ratings of Eligible Customer's Control Area ties with other Control
Areas; and

Service Commencement Date and the term of the requested Network Integration
Transmission Service. The minimum term for Network Integration Transmission
Service is one hour.

A statement signed by an authorized officer from or agent of the Network
Customer attesting that all of the network resources listed pursuant to

Section 4.2.2(v) do not include any resources, or any portion thereof, that are
committed for sale to non-designated third party load or otherwise cannot be

called upon to meet the Network Customer's Network Load on a non-interruptible



basis, except for purposes of fulfilling obligations under a reserve sharing
program; and

(ix)  Any additional information required of the Transmission Customer as specified in

the ISO’s planning process established in Attachment Y.

Unless the parties agree to a different time frame, the ISO must acknowledge the request
within ten (10) days of receipt. The acknowledgment must include a date by which a response,
including a Service Agreement, will be sent to the Eligible Customer. If an Application fails to
meet the requirements of this Section, the 1ISO shall notify the Eligible Customer requesting
service within fifteen (15) days of receipt and specify the reasons for such failure. Wherever
possible, the ISO will attempt to remedy deficiencies in the Application through informal
communications with the Eligible Customer. If such efforts are unsuccessful, the ISO shall
return the Application, without prejudice, to the Eligible Customer filing a new or revised
Application that fully complies with the requirements of this Section. The Eligible Customer
will be assigned a new time-stamp consistent with the date of the new or revised Application.
The 1SO shall treat this information consistent with the standards of conduct contained in Part 37

of the Commission's regulations and the Code of Conduct in Attachment F.

4.2.3 Technical Arrangements to be Completed Prior to Commencement of
Service:

Network Integration Transmission Service shall not commence until the ISO,
Transmission Owners and the Network Customer, or a third party, have completed installation of
all equipment specified under the Network Operating Agreement consistent with Good Utility
Practice and any additional requirements reasonably and consistently imposed to ensure the
reliable operation of the NYS Transmission System. The ISO shall exercise reasonable efforts,

in coordination with the Network Customer, to complete such arrangements as soon as



practicable taking into consideration the Service Commencement Date.

424 Network Customer Facilities:

The provision of Network Integration Transmission Service shall be conditioned upon the
Network Customer's constructing, maintaining and operating the facilities on its side of each
delivery point or interconnection necessary to reliably deliver capacity and Energy from the NYS
Transmission System to the Network Customer. The Network Customer shall be solely
responsible for constructing or installing all facilities on the Network Customer's side of each
such delivery point or Interconnection. To the extent that a Network Customer is serving retail
customers in a Transmission Owner’s retail access program, the Network Customer shall procure
retail distribution services in accordance with Part 5 or this Tariff and the Transmission Owner’s

retail access tariff as filed with the PSC, or in the case of LIPA, as established under state law.

4.2.5 Filing of Service Agreement:

The 1SO will file Service Agreements with the Commission in compliance with

applicable Commission regulations.



4.3 Network Resources
4.3.1 Designation of Network Resources:

Network Resources shall include all resources designated as Installed Capacity suppliers
in the NYCA. Network Resources may not include resources, or any portion thereof, that are
committed for sale to non-designated third party Load outside of the NYCA or otherwise cannot
be called upon to meet the Network Customer's Network Load on a non-interruptible basis,
except for purposes of fulfilling obligations under a reserve sharing program. Any owned or
purchased resources that were serving the Network Customer's Loads under firm agreements
entered into on or before the Service Commencement Date shall also be designated as Network

Resources until the Network Customer terminates the designation of such resources.

4.3.2 Designation of New Network Resources:

The Network Customer may designate a new Network Resource by providing the 1ISO
with as much advance notice as practicable. A designation of a new Network Resource must be
made by a request for modification of service pursuant to an Application under Section 4.2. This
request must include a statement that the new Network Resource, or any portion thereof, is not
committed for sale to non-designated third party load or otherwise cannot be called upon to meet
the Network Customer's Network Load on a non-interruptible basis, except for purposes of
fulfilling obligations under a reserve sharing program. The Network Customer’s request will be
deemed deficient if it does not include this statement and the 1ISO will follow the procedures for

a deficient application as described in Section 4.2.2 of the Tariff.

43.3 Termination of Network Resources:

The Network Customer may terminate the designation of all or part of a generating



resource as a Network Resource by providing notification to the ISO as soon as reasonably
practicable, but no later than the firm scheduling deadline for the period of termination. Any
request for termination of Network Resource status should indicate whether the request is for
indefinite or temporary termination. A request for indefinite termination of Network Resource
status must indicate the date and time that the termination is to be effective, and the identification
and capacity of the resource(s) or portions thereof to be indefinitely terminated. A request for
temporary termination of Network Resource status must include the following:
Q) Effective date and time of temporary termination;
(i) Effective date and time of redesignation, following period of temporary
termination;
(iii)  Identification and capacity of resource(s) or portions thereof to be temporarily
terminated,
(iv)  Resource description and attestation for redesignating the network resource
following the temporary termination, in accordance with Section 4.3.2; and
(V) Identification of any related Transmission Service requests to be evaluated
concomitantly with the request for temporary termination, such that the requests
for undesignation and the request for these related Transmission Service requests
must be approved or denied as a single request. The evaluation of these related
Transmission Service requests must take into account the termination of the
network resources identified in (iii) above, as well as all competing Transmission
Service requests of higher priority.
As part of a temporary termination, a Network Customer may only redesignate the same

resource that was originally designated, or a portion thereof. Requests to redesignate a different



resource and/or a resource with increased capacity will be deemed deficient and the ISO will

follow the procedures for a deficient application as described in Section 4.2.2 of the Tariff.

4.3.4 Operation of Network Resources:

The Network Customer shall not operate its designated Network Resources located in the
Network Customer's Control Area or NYCA such that the output of those facilities exceeds its
designated Network Load, plus Non-Firm Sales delivered pursuant to Part 3 of the Tariff, plus
net sales of Energy through the LBMP Market established under the ISO Services Tariff, plus
losses, plus power sales under a reserve sharing program, plus sales that permit curtailment
without penalty to serve its designated Network Load. This limitation shall not apply to changes
in the operation of a Transmission Customer's Network Resources at the request of the ISO to
respond to an Emergency or other unforeseen condition which may impair or degrade the
reliability of the NYS Transmission System. For all Network Resources not physically connected
with the New York State Transmission System, the Network Customer may not schedule
delivery of energy in excess of the Network Resource’s capacity, as specified in the Network
Customer’s Application pursuant to Section 4.2, unless the Network Customer supports such
delivery within the New York State Transmission System by either obtaining Point-to-Point

Transmission Service or utilizing secondary service pursuant to Section 4.1.4.

4.3.5 Network Customer Redispatch Obligation:

As a condition to receiving Network Integration Transmission Service, the Network
Customer agrees to allow the ISO to redispatch its Network Resources. The redispatch of

resources pursuant to this Section shall be on a least cost, non-discriminatory basis.



4.3.6 Transmission Arrangements for Network Resources Not Physically
Interconnected With The NYS Transmission System:

The Network Customer shall be responsible for any arrangements necessary to deliver
Capacity and Energy from a Network Resource not physically interconnected with the NYS
Transmission System. The ISO will undertake reasonable efforts to assist the Network Customer
in obtaining such arrangements, including without limitation, providing any information or data

required by such other entity pursuant to Good Utility Practice.

4.3.7 Limitation on Designation of Network Resources:

Network Resources must be directly interconnected with the NYCA or demonstrate that
Firm Transmission Service has been obtained from the Network Resource to the NYCA

boundary.

4.3.8 Use of Interface Capacity by the Network Customer:

There is no limitation upon a Network Customer's use of the NYS Transmission System
at any particular Interface with another transmission system to integrate Network Resources (or
substitute economy purchases) with its Network Loads. However, a Network Customer's use of
the total Interface capacity of the NYS Transmission System with other transmission systems

may not exceed the Network Customer's Load.

4.3.9 Network Customer Owned Transmission Facilities:

The Network Customer that owns existing transmission facilities that are integrated with
the NY'S Transmission System may be eligible to receive consideration either through a billing
credit or some other mechanism. In order to receive such consideration the Network Customer
must demonstrate that its transmission facilities are integrated into the plans or operations of the

ISO to serve its power and transmission customers. For facilities added by the Network



Customer subsequent to the effective date of a Final Rule in RM05-25-000, the Network
Customer shall receive credit for such transmission facilities added if such facilities are
integrated into the operations of the Transmission Owner’s facilities; provided however, the
Network Customer’s transmission facilities shall be presumed to be integrated if such
transmission facilities, if owned by the Transmission Owner, would be eligible for inclusion in
the Transmission Owner’s annual transmission revenue requirement as specified in
Attachment H. Calculation of any credit under this subsection shall be addressed in either the

Network Customer's Service Agreement or any other agreement between the parties.



4.4 Designation of Network Load
44.1 Network Load:

The Network Customer must designate the individual Network Loads on whose behalf
the ISO will provide Network Integration Transmission Service. The Network Loads shall be

specified in the Service Agreement.

4.4.2 New Network Loads Connected With the Transmission Owners:

The Network Customer shall provide the ISO and the Transmission Owners with as much
advance notice as reasonably practicable of the designation of new Network Load that will be
added to the NYS Transmission System. A designation of new Network Load must be made
through a modification of service pursuant to a new Application. The ISO and the Transmission
Owners will use due diligence to install any transmission facilities required to interconnect a new
Network Load designated by the Network Customer. The costs of new facilities required to
interconnect a new Network Load shall be determined in accordance with the procedures
provided in Section 4.5 and shall be charged to the Network Customer in accordance with

Commission policies.

4.4.3 Network Load Not Physically Interconnected with the NYS Transmission
System:

This Section applies to both initial designation pursuant to Section 4.4 and the subsequent
addition of new Network Load not physically interconnected with the NYS Transmission
System. To the extent that the Network Customer desires to obtain Transmission Service for a
load outside the NY'S Transmission System, the Network Customer shall exclude that entire
Load from its Network Load and purchase Point-To-Point Transmission Service under Part 3 of

this Tariff. To the extent that the Network Customer gives notice of its intent to add a new



Network Load as part of its Network Load pursuant to this Section the request must be made

through a modification of service pursuant to a new Application.

444 New Interconnection Points:

To the extent the Network Customer desires to add a new Delivery Point or
Interconnection point between the NYS Transmission System and a Network Load, the Network

Customer shall provide the 1ISO with as much advance notice as reasonably practicable.

4.4.5 Changes in Service Requests:

Under no circumstances shall the Network Customer's decision to cancel or delay a
requested change in Network Integration Transmission Service (e.g., the addition of a new
Network Resource or designation of a new Network Load) in any way relieve the Network
Customer of its obligation to pay the costs of transmission facilities constructed by a
Transmission Owner and charged to the Network Customer as reflected in the Service
Agreement. However, the ISO must treat any requested change in Network Integration

Transmission Service in a non-discriminatory manner.

4.4.6 Annual Load and Resource Information Updates:

The Network Customer shall provide the ISO with annual updates of Network Load and
Network Resource forecasts consistent with those included in its Application for Network
Integration Transmission Service under Part 4 of this Tariff including, but not limited to, any
information provided under section 4.2.2(ix) pursuant to the ISO’s planning process under
Attachment Y. The Network Customer also shall provide the 1SO with timely written notice of
material changes in any other information provided in its Application relating to the Network

Customer's Network Load, Network Resources, its transmission system or other aspects of its



facilities or operations affecting the ISO's ability to provide reliable service.



4.5 Additional Study Procedures For Network Integration Transmission Service
Requests

The FERC Order No. 888 provisions for initiating a Transmission System expansion are
contained in this Section. Additional ISO responsibilities for Transmission System expansion
are contained in Section 4.5.7. Study procedures associated with new Interconnections to the
NYS Power System are contained in Section 4.5.8. Section 3.10 addresses prioritization of
network and point-to-point transmission expansion and interconnection studies. Nothing in this
Tariff shall preclude the Transmission Owners from proposing or constructing transmission

facilities in the public interest in accordance with all applicable regulatory requirements.

45.1 Notice of Request for System Impact Study:

Network Integration Transmission Service is available to an Eligible Customer, including
a Transmission Owner, willing to pay Congestion Rent as described in this Tariff. A request for
Network Integration Transmission Service would not normally require a System Impact Study
unless the Eligible Customer specifically requests that the ISO conduct such a study of facilities
that could be constructed (for example, if the Eligible Customer requesting Network Integration
Transmission Service determines that Congestion Rent or the cost of TCCs is too high and that
customer is considering constructing new facilities to create incremental transfer capability
resulting in incremental TCCs, or, if an Eligible Customer requests that transmission facilities be
constructed to address reliability or other operational concerns) (a “Study Request”). When an
Eligible Customer submits a Study Request it must give the ISO written notice of whether it
intends to conduct all or part of the System Impact Study itself. After receiving a complete
Study Request, the ISO shall, within thirty (30) days of the date that the Operating Committee

approves the scope of the System Impact Study, or such other time as is agreed upon by the 1SO



and the Eligible Customer, tender a System Impact Study agreement pursuant to which the
Eligible Customer shall agree to reimburse the ISO for performing the required System Impact
Study. The ISO shall coordinate with the affected Transmission Owners in performing the
System Impact Study. A description of the ISO's methodology for completing a System Impact
Study is provided in Attachment D. Before a Study Request is evaluated, the Eligible Customer
shall execute the System Impact Study agreement and return it to the ISO within fifteen (15)
days. If the Eligible Customer elects not to execute the System Impact Study agreement, its

Study Request shall be deemed withdrawn.

45.2 System Impact Study Agreement and Cost Reimbursement:

The System Impact Study agreement will clearly specify the 1ISO's estimate of the actual
cost, and time for completion of the System Impact Study.

The charge shall not exceed the actual cost of the study. In performing the System
Impact Study, the ISO shall rely, to the extent reasonably practicable, on existing transmission
planning studies including applicable studies submitted by the Eligible Customer. The Eligible
Customer will not be assessed a charge for such existing studies; however, the Eligible Customer
will be responsible for charges associated with any modifications to existing planning studies
that are reasonably necessary to evaluate the impact of the Eligible Customer's Study Request.

For System Impact Studies that a Transmission Owner or the 1ISO conducts on its own
behalf, the Transmission Owner or ISO shall record the cost of the System Impact Studies
pursuant to Section 8.

If a Transmission Owner, on behalf of the ISO, performs all or part of a System Impact
Study, the ISO shall reimburse the Transmission Owner for any costs that the Transmission

Owner incurred.



45.3 System Impact Study Procedures:

The ISO shall coordinate with all affected Transmission Owners in performing the
System Impact Study.

Upon receipt of an executed System Impact Study agreement, the ISO will complete the

required System Impact Study as follows:

453.1 if the Study Request specified that the Eligible Customer would not
perform any part of the study then the 1SO shall use due diligence to complete the
study, and to obtain all necessary stakeholder approvals, within a one hundred and
twenty (120) day period, or a different period agreed to by the Eligible Customer
and the 1SO, starting on the date that the 1SO receives the executed System
Impact Study Agreement, or an alternative starting date agreed to by the Eligible
Customer and the I1SO; or

45.3.2 if the Study Request specified that the Eligible Customer would perform
all or part of the System Impact Study itself, then:

45321 the ISO shall use due diligence to complete those portion(s) of the study
that the Eligible Customer is not performing, and to obtain all necessary
stakeholder approvals of those portions, within a one hundred and twenty (120)
day period, or a different period agreed to by the Eligible Customer and the 1SO,
starting on the date that the ISO receives the executed System Impact Study
Agreement, or an alternative starting date agreed to by the Eligible Customer and
the ISO; and

45322 the 1SO shall use due diligence to review any portion(s) of a study
performed by an Eligible Customer within a thirty (30) day period or a different

period agreed to by the Eligible Customer and the ISO, starting on the date that



the ISO receives a complete draft from the Eligible Customer of its portion(s) of
the study, or an alternative starting date agreed to by the Eligible Customer and
the ISO. If the ISO determines that the portion(s) of the study performed by the
Eligible Customer are incomplete or that changes are required, the Eligible
Customer shall make any necessary changes. The I1SO shall then use due
diligence to review a revised complete draft of the Eligible Customer's portion(s)
of the study within thirty days, or a different period agreed to by the Eligible
Customer and the 1SO, starting on the date that the ISO receives a revised
complete draft, or an alternative starting date agreed to by the Eligible Customer
and the 1SO.

The ISO will normally submit System Impact Studies to the Operating
Committee before finalizing them. If the Operating Committee directs the 1SO to
modify a System Impact Study or to perform other study-related work before
granting its approval, then the deadline for completing the study will be extended
for an additional time agreed upon by the ISO and the Eligible Customer. If the
ISO and the Eligible Customer are unable to agree on an additional time the
deadline for completing the study will be extended for another sixty (60) days.

The System Impact Study shall identify any additional Direct Assignment
Facilities or Network Upgrades required to comply with an Eligible Customer’s
or Transmission Owner’s request. In the event that the ISO is unable to complete
the required System Impact Study within such time period, it shall so notify the
Eligible Customer and provide an estimated completion date along with an

explanation of the reasons why additional time is required to complete the



required studies. A copy of the completed System Impact Study and related work
papers shall be made available to the Eligible Customer as soon as the System
Impact Study is complete. The ISO will use the same due diligence in completing
the System Impact Study for an Eligible Customer as it uses when completing
studies for itself or a Transmission Owner. The ISO shall notify the Eligible
Customer immediately upon completion of the System Impact Study if the Study
Request can be completed at no additional cost (e.qg., if the 1ISO is currently

studying requests to construct similar facilities).

45.4 Facilities Study Procedures:

After a System Impact Study indicates that additions or upgrades to the Transmission
System could be constructed in response to the Eligible Customer’s Study Request, the
Transmission Owner(s) whose facilities may be modified in performing the upgrade or addition
(the “affected” Transmission Owner(s)), shall, within thirty (30) days of the later of: (i) the
completion of the System Impact Study; (ii) the date on which the Eligible Customer provides
the affected Transmission Owner(s) with written notice of whether it intends to perform all or
part of the Facilities Study itself, or (iii) such other time as is agreed upon by the Transmission
Owner(s) and the Eligible Customer, tender to the Eligible Customer a Facilities Study
agreement. The ISO shall cooperate with the affected Transmission Owners in performing any
subsequent Facilities Studies. In the Facilities Study agreement, the Eligible Customer shall
agree to reimburse the Transmission Owner(s) for performing the required Facilities Study and
the 1SO for its associated costs. If the Eligible Customer wants the affected Transmission
Owner(s) to undertake the Facilities Study, the Eligible Customer shall execute the Facilities

Study agreement and return it to the affected Transmission Owner(s) within fifteen (15) days.



Upon receipt of an executed Facilities Study agreement, the affected Transmission
Owner(s) will complete the required Facilities Study as follows:

4541 if the Eligible Customer gave written notice that it would not perform any
part of the study then the affected Transmission Owners(s) shall use due diligence
to complete the study within a one hundred and twenty (120) day period, or a
different period agreed to by the Eligible Customer and the affected Transmission
Owner(s), starting on the date that the affected Transmission Owner(s) receive the
executed Facilities Study Agreement, or an alternative starting date agreed to by
the Eligible Customer and the affected Transmission Owner(s); or

454.2 if the Eligible Customer gave written notice that it would perform all or
part of the Facilities Study itself, then:

45421 the affected Transmission Owner(s) shall use due diligence to complete
those portion(s) of the study that the Eligible Customer is not performing within a
one hundred and twenty (120) day period, or a different period agreed to by the
Eligible Customer and the affected Transmission Owner(s), starting on the date
that the affected Transmission Owner(s) receive the executed Facilities Study
Agreement, or an alternative starting date agreed to by the Eligible Customer and
the affected Transmission Owner(s); and

45422 the affected Transmission Owner(s) shall use due diligence to review any
portion(s) of a study performed by an Eligible Customer within a thirty (30) day
period or a different period agreed to by the Eligible Customer and the affected
Transmission Owner(s), starting on the date that the affected Transmission

Owner(s) receive a complete draft from the Eligible Customer of its portion(s) of



the study, or an alternative starting date agreed to by the Eligible Customer and
the affected Transmission Owner(s). If the affected Transmission Owner(s)
determine that the portion(s) of the study performed by the Eligible Customer are
incomplete or that changes are required, the Eligible Customer shall make any
necessary changes. The affected Transmission Owner(s) shall then use due
diligence to review a revised complete draft of the Eligible Customer's portion(s)
of the study within thirty days, or a different period agreed to by the Eligible
Customer and the affected Transmission Owner(s), starting on the date that the
affected Transmission Owner(s) receive a revised complete draft, or an alternative
starting date agreed to by the Eligible Customer and the affected Transmission
Owner(s).

If the Transmission Owner(s) are unable to complete the Facilities Study in the allotted
time period, the Transmission Owner(s) shall notify the Transmission Customer and provide an
estimate of the time needed to reach a final determination along with an explanation of the
reasons that additional time is required to complete the study.

When completed, the Facilities Study will include a good faith estimate of (i) the cost of
Direct Assignment Facilities to be charged to the Eligible Customer, (ii) the Eligible Customer's
appropriate share of the cost of any required Network Upgrades, as determined pursuant to the
provisions of Part 4 of this Tariff, and (iii) the time required to complete such construction. The
Facilities Study shall contain a non-binding estimate as to the feasible TCCs resulting from the
construction of the new facilities. If the Eligible Customer decides to proceed with the
construction of the facilities described in the Facilities Study, the Eligible Customer shall (1)

enter into a construction contract with the Transmission Owner(s) whose system(s) will be



directly modified, and with the entity that will construct the facilities under the supervision of the
Transmission Owner (if other than the Transmission Owner(s)), and guarantee to compensate the
Transmission Owner(s) and constructing entity (if other than the Transmission Owner(s)) for all
costs incurred associated with the construction, and (2) provide each Transmission Owner with a
letter of credit or other reasonable form of security acceptable to the Transmission Owner
equivalent to the costs of new facilities or upgrades consistent with commercial practices as
established by the Uniform Commercial Code. The construction contract shall contain terms and
obligations of the Transmission Customer to pay for the facilities modifications or addition

pursuant to the contract.

455 Penalties for Failure to Meet Study Deadlines:

Section 3.7.9 defines penalties that apply for failure to meet the due diligence deadlines
for System Impact Studies and Facilities Studies under Part 3 of the Tariff. These same

requirements and penalties apply to service under Part 4 of the Tariff.

4.5.6 Clustering of Network Integration Transmission Service Studies:

Section 3.7.10 specifies the procedures that shall govern the clustering of both System
Impact Studies conducted by the ISO and Facilities Studies conducted by affected Transmission

Owners.

45.7 Development of Transmission Reinforcement Options

4571 At the request of the PSC, the 1SO shall develop a limited number of
illustrative transmission reinforcement options, and associated cost estimates, to increase transfer
capability limits on Interfaces identified by the PSC as having significant Congestion. Such

reinforcement option results shall be made available to all Customers or potential Customers for



the purpose of evaluating the economic costs and benefits of new facilities. Eligible Customers,
including Transmission Owners, may then request a System Impact Study for a specific
expansion project in accordance with Sections 4.5.1 through 4.5.3. Development of the
transmission reinforcement options will not reflect the impacts of alternatives that may be
proposed by other Eligible Customers, including generation projects, which could increase or
decrease transmission Interface Transfer Capability or Congestion Rents or both. Cost estimates
provided will be based on readily available data and shall in no way be binding on the ISO. The
ISO will not charge the PSC for this service.

45.7.2 Subject to the Eligible Customer’s obligation to compensate the ISO, at
the request of an Eligible Customer, the 1ISO will develop illustrative transmission reinforcement
options as described in Section 4.5.7.1 above. The Eligible Customer shall comply with the
provisions of Sections 4.5.1 through 4.5.3 that require the customer to enter into a System Impact
Study agreement and agree to compensate the 1SO for all costs incurred to conduct the study.

45.7.3 Requests to proceed with a system expansion shall be subject to the

provisions of Section 4.5.

45.8 Study Procedures for New Interconnections to the NYS Power System
45.8.1 Request for Interconnection Study:

Any Eligible Customer proposing to interconnect its Load or Large Facility with the NYS
Power System shall submit its interconnection proposal to the ISO. The ISO, in cooperation
with the Transmission Owner with whose system the Eligible Customer proposes to
interconnect, shall perform technical studies to determine whether the proposed interconnection
may degrade system reliability or adversely affect the operation of the NYS Power System. The

technical studies shall be conducted in accordance with the procedures specified in Section



4.5.8.2. The proposed interconnection shall not proceed if the ISO concludes in the study that
the proposed interconnection may degrade system reliability or adversely affect the operation of
the NYS Power System. If the proposal is rejected, the ISO shall provide in writing the reasons

why the proposal was rejected.

45.8.2  Study Procedures:

Upon receipt of the interconnection proposal and a written guarantee by the Eligible
Customer to pay all costs incurred by the ISO and Transmission Owner(s) conducting the
technical studies, the ISO, in cooperation with the Transmission Owner with whose system the
Eligible Customer proposes to interconnect, shall perform the technical studies of the proposed
interconnection. The ISO shall evaluate each Large Facility using the Interconnection Studies
specified in the Large Facility Interconnection Procedures in Attachment X. The technical
studies shall address the following:

Q) An evaluation of the potential significant impacts of the proposed interconnection
on NYS Power System reliability, at a level of detail that reflects the magnitude
of the impacts and the reasonable likelihood of their occurrence;

(i) Anevaluation of impacts of the proposed interconnection on system voltage,
stability and thermal limitations, as prescribed in the Reliability Rules;

(iii)  An evaluation as to whether modifications to the NYS Power System would be
required to maintain Interface transfer capability or comply with the voltage,
stability and thermal limitations, as prescribed in the Reliability Rules. The 1ISO
will apply the criteria established by NERC, NPCC and the NYSRC,;

(iv)  An evaluation of alternatives that would eliminate adverse reliability impacts, if

any, resulting from the proposed interconnection; and



(v) An estimate of the increase or decrease in the Total Transfer Capability across

each affected Interface.

45.8.3 Interconnection Agreements:

After receiving the approval of the proposed interconnection, and after the Eligible
Customer makes payment to the ISO and Transmission Owner for the cost of the technical
studies, the Eligible Customer may elect to continue with the proposed interconnection by
entering into an interconnection agreement with the Transmission Owner with whose system the
Eligible Customer proposes to interconnect. After completion of the Interconnection Facilities
Study and Attachment S cost allocation process, the Developer of a Large Generating Facility
may elect, in accordance with the Large Facility Interconnection Procedures in Attachment X, to
continue with its proposed interconnection by entering into a Standard Large Generator
Interconnection Agreement with the 1SO and the Transmission Owner with whose system the

Developer proposes to interconnect.

458.4 Interconnection Facilities Cost:

The Developer of the proposed Large Facility shall be responsible for the cost of the
facilities needed for its project to reliably interconnect to the New York State Power System, in

accordance with the interconnection facilities cost allocation rules set out in Attachment S.

45.9 Small Generator Interconnections:

The interconnection procedures, and standard interconnection agreement, to be used for
the interconnection of generating facilities no larger than 20 MWs, are set forth in Attachment Z

to this ISO OATT.



4.6 Load Shedding and Curtailments
4.6.1 Procedures:

Prior to the Service Commencement Date, the ISO and the Network Customer shall
establish Load Shedding and Curtailment procedures pursuant to the Network Operating
Agreement with the objective of responding to contingencies on the NYS Transmission System.
The parties will implement such programs during any period when the ISO determines that a
system contingency exists and such procedures are necessary to alleviate such contingency. The
ISO will notify all affected Network Customers in a timely manner of any scheduled

Curtailment.

4.6.2 Transmission Constraints:

During any period when the 1SO determines that a transmission Constraint exists on the
NYS Transmission System, and such Constraint may impair the reliability of the NYS
Transmission System, the ISO generation resources on a least-cost basis in accordance with the
provisions of Attachment J. When applicable, the ISO will follow the LEER Procedure,
referenced in Section 3.1.6, which is incorporated by reference herein. The LEER Procedure is
intended to prevent the necessity of implementing the curtailment procedures contained in the
FERC and NERC tariffs and policies. If the ISO is required to Curtail Transmission Service as a
result of a TLR event, the 1ISO will perform such Curtailment in accordance with the NERC TLR
Procedure. Any redispatch under this Section may not unduly discriminate between the
Transmission Owner's use of the NYS Transmission System on behalf of its Native Load
Customers and any Network Customer's use of the NYS Transmission System to serve its

designated Network Load.



4.6.3 Cost Responsibility for Relieving Transmission Constraints:

Whenever the ISO implements least-cost redispatch procedures in response to a
transmission Constraint, all Transmission Customers and Network Customers will bear the costs

of such redispatch in accordance with Attachment J.

46.4 Curtailments of Scheduled Deliveries:

If a transmission Constraint on the NYS Transmission System cannot be relieved through
the implementation of least-cost redispatch procedures and the ISO determines that it is
necessary to Curtail scheduled deliveries, the parties shall Curtail such schedules in accordance

with the Network Operating Agreement.

4.6.5 Allocation of Curtailments:

The ISO shall, on a non-discriminatory basis, Curtail the Transaction(s) that effectively
relieve the Constraint. However, to the extent practicable and consistent with Good Utility
Practice, any Curtailment will be shared by the Transmission Owners and Network Customers in
proportion to their respective Load Ratio Shares. The ISO shall not direct Network Customers to
Curtail schedules to an extent greater than the ISO would Curtail the Transmission Owners’

schedules under similar circumstances.

4.6.6 Load Shedding:

To the extent that a system contingency exists on the NYS Transmission System and the
ISO determines that it is necessary to shed load, the parties shall shed load in accordance with

previously established procedures under the Network Operating Agreement.

4.6.7 System Reliability:

Notwithstanding any other provisions of this Tariff, the ISO reserves the right, consistent



with Good Utility Practice and on a not unduly discriminatory basis, to Curtail Network
Integration Transmission Service without liability on the ISO’s and/or Transmission Owner's
part for the purpose of the Transmission Owners making necessary adjustments to, changes in, or
repairs on their lines, substations and facilities, and in cases where the continuance of Network
Integration Transmission Service would endanger persons or property. In the event of any
adverse condition(s) or disturbance(s) on the NYS Transmission System or on any other
system(s) directly or indirectly interconnected with the NYS Transmission System, the ISO,
consistent with Good Utility Practice, also may Curtail Network Integration Transmission
Service in order to (i) limit the extent or damage of the adverse condition(s) or disturbance(s),
(i) prevent damage to generating or transmission facilities, or (iii) expedite restoration of
service. The ISO will give the Network Customer as much advance notice as is practicable in
the event of such Curtailment. Any Curtailment of Network Integration Transmission Service
will be not unduly discriminatory relative to the Transmission Owners’ use of the NYS
Transmission System on behalf of its Native Load Customers. The 1SO shall specify the rate
treatment and all related terms and conditions applicable in the event that the Network Customer

fails to respond to established Load Shedding and Curtailment procedures.



4.7 Rates and Charges

Rates for Network Transmission Integration Service are provided for in Schedule 9 of
this ISO OATT. The billing of these charges will be performed pursuant to Article 2.7 of this

ISO OATT.

4.7.1 Monthly Demand Charge:
4.7.2 Redispatch Charge:

The Network Customer shall pay redispatch costs in accordance with the provisions of

Attachment J.

4.7.3 Stranded Cost Recovery:

The Transmission Owners other than NYPA may seek to recover stranded costs from the
Network Customer pursuant to this Tariff in accordance with the terms, conditions and
procedures set forth in FERC Order No. 888. However, the Transmission Owners must
separately file any proposal to recover stranded costs under Section 205 of the FPA. This
provision shall not supersede or otherwise affect a Transmission Owner’s right to recover
stranded costs under other authority. To the extent that LIPA’s rates for service are established
by Long Island Power Authority’s Board of Trustees pursuant to Article 5, Title 1-A of the New
York Public Authorities Law, Sections 1020-f(u) and 1020-s and are not subject to FERC and/or
PSC jurisdiction, LIPA’s recovery of stranded costs will not be subject to the foregoing
requirements.

Upon filing of a proposal to recover stranded costs under the FPA, the Transmission
Owner shall immediately provide the ISO with a copy of the appropriate rate schedule which

will be incorporated as a new SIRC rate schedule under this ISO OATT, subject to refund as may



be required by the Commission. The 1SO shall collect such SIRC from Network Service
Customers and remit the collected amounts to the applicable Transmission Owner(s). Any SIRC
rate schedule developed by LIPA under this ISO OATT will be effective upon receipt by the

ISO, subject to any applicable laws and orders.



4.8 Operating Arrangements
4.8.1 Operation Under The Network Operating Agreement:

The Network Customer shall plan, construct, operate and maintain its facilities in
accordance with Good Utility Practice and in conformance with the Network Operating

Agreement.

4.8.2 Network Operating Agreement:

The terms and conditions under which the Network Customer shall operate its facilities
and the technical and operational matters associated with the implementation of Part 4 of the
Tariff shall be specified in the Network Operating Agreement. The Network Operating
Agreement shall provide for the parties to (i) operate and maintain equipment necessary for
integrating the Network Customer within the NYS Transmission System (including, but not
limited to, remote terminal units, metering, communications equipment and relaying equipment),
(ii) transfer data between the 1ISO, Transmission Owners and the Network Customer (including,
but not limited to, heat rates and operational characteristics of Network Resources, generation
schedules for units outside the NYS Transmission System, interchange schedules, unit outputs
for redispatch required under Section 4.6, voltage schedules, loss factors and other real time
data), (iii) use software programs required for data links and constraint dispatching,

(iv) exchange data on forecasted Loads and resources necessary for long-term planning, and

(v) address any other technical and operational considerations required for implementation of
Part 4 of this Tariff, including scheduling protocols. The Network Operating Agreement will
recognize that the Network Customer shall either (i) operate as a Control Area under applicable
guidelines of the Electric Reliability Organization (ERO) as defined in 18 C.F.R. § 39.1 and the

Northeast Power Coordinating Council (NPCC), (ii) satisfy its Control Area requirements,



including all necessary Ancillary Services, by contracting with the ISO, or (iii) satisfy its Control
Area requirements, including all necessary Ancillary Services, by contracting with another
entity, consistent with Good Utility Practice, which satisfies the applicable reliability guidelines
of the ERO and the NPCC requirements. The ISO shall not unreasonably refuse to accept
contractual arrangements with another entity for Ancillary Services to the extent that such
arrangements comply with the provisions for Self-Supply of Ancillary Services as described in
Schedules 3 and 5. For Network Customers that are also taking service under the ISO Services
Tariff, the Service Agreement under that Tariff will function as the Network Operating
Agreement. All other Network Customers will negotiate a Network Operating Agreement with
the ISO. A list of requirements for such Network Operating Agreement is included in

Attachment G.

4.8.3 Network Operating Committee:

The ISO Operating Committee will serve as the Network Operating Committee and will
coordinate operating criteria for the parties' respective responsibilities under the Network
Operating Agreement. The Committee shall meet from time to time as need requires, but no less

than once each calendar year.



5 Special Provisions for Retail Access
Preamble

All retail Transmission Service over the transmission facilities of the Parties to the
ISO/TO Agreement shall be pursuant to this Section. This Section applies only to Eligible
Customers taking service under retail access tariffs filed with the PSC and the Commission; or
under otherwise lawfully established rates and terms of the following Transmission Owners
(“Retail Access Tariffs”): Central Hudson, Consolidated Edison, LIPA, NYSEG, Niagara
Mohawk, Orange and Rockland and RG&E. LSEs applying for service under this portion of this
Tariff must certify to the ISO that they are participating as an LSE in one of the enumerated
retail access programs.

The ISO will provide retail access services under this Tariff to Eligible Customers taking
unbundled Transmission Service pursuant to a state requirement that a Transmission Owner offer
the Transmission Service, or pursuant to a voluntary offer of such service by a Transmission
Owner. Retail access customers are individual end-use customers eligible for retail access under
the Transmission Owner’s retail access plans as filed with the PSC or, in the case of LIPA,
established under State law, or pursuant to a voluntary offer of such service by a Transmission
Owner. All retail access customers participating in the retail access programs of Central Hudson,
Consolidated Edison, LIPA, NYSEG, Niagara Mohawk and Orange and Rockland are Eligible
Customers under this Tariff. Retail access customers will take service under Part 5 of this Tariff.
All Sections of this Tariff apply to LSEs serving such customers. Eligible Customers, such as
electric utilities, are not required to offer retail access to their customers as a condition of service
under this Tariff. All retail access customers serving as their own LSE must take Transmission

Service under either Part 3 or 4 of this Tariff in addition to taking service under Part V. The



common service provisions of Part 2 apply to retail access customers including LSEs.



5.1 Rights and Responsibilities of Eligible Customers and LSEs
51.1 Eligible Customers:

Subject to Section 5.1.2, each Eligible Customer taking service under a retail access tariff
of a Transmission Owner may, but need not, select an LSE to serve its needs for Energy and
related services, according to the provisions of the applicable retail access tariff or retail access
operating procedures. Such Eligible Customer must become a Transmission Customer under this
Tariff. Each retail access customer shall be responsible for paying the retail Transmission
Service Charge to the affected Transmission Owner, as provided for in the individual
Transmission Owner’s retail access tariffs. If an Eligible Customer selects an LSE to serve as its
agent in procuring Transmission Service from the 1SO, that LSE shall be responsible for all
Transmission Usage Charges and other charges associated with the Transmission Service
received, and billed in accordance with Section 2.7 of this Tariff. If accommodated by the
applicable retail access program, an Eligible Customer may become the customer of an LSE,
with that LSE serving not as an agent, but as a Transmission Customer of the ISO who procures
and resells Transmission Service to the Eligible Customer. Eligible Customers using the services
of an LSE, either as an agent or a reseller of Transmission Service, need not individually enter

into a Service Agreement with the ISO.

51.2 Load Serving Entities
51.2.1 General Requirements:

LSEs (including Eligible Customers serving as their own LSE) shall be responsible for
scheduling Transmission Service and providing forecasts and other information applicable to the
Eligible Customers they serve or for whom they act as agents, as required by ISO Procedures.

All LSEs must satisfy the ISO’s requirements, including a requirement that LSEs schedule



transactions in whole increments of 1 MW or greater in each hour at each Point of Receipt and
each Point of Delivery. LSEs may provide this information aggregated to reflect the combined
requirements of the Eligible Customers they serve or for whom they act as agents, to the extent
permitted by ISO Procedures. All LSEs must execute a Service Agreement with the 1ISO

pursuant to this Tariff.

5.1.2.2 RG&E'’s Retail Access Plan:

LSEs participating in RG&E’s retail access program are considered Eligible Customers
for purposes of service under this Tariff. Such LSEs will take service under all Parts of this

Tariff and will pay a wholesale TSC to RG&E.

5.1.2.3  Retail Access Programs:

Each LSE participating in one or more of the retail access programs of Central Hudson,
Consolidated Edison, LIPA, NYSEG, Niagara Mohawk and Orange and Rockland will sign
Service Agreements under this Tariff as both a Transmission Customer and as an agent for retail
access customers. Each LSE participating in such programs will certify to the ISO that they are
the duly authorized agent of the retail access customers they are representing and have met all
relevant PSC and individual Transmission Owner criteria. Each LSE will be responsible for
paying the Transmission Usage Charges, and all other charges due here under, except the retail
access customer, not the LSE, will be responsible for paying the TSC to the affected

Transmission Owner.

513 Transmission Service Charges:

The TSC calculated under the terms of this Tariff may be collected by the Transmission

Owners in one of the following ways: (a) for retail access customers participating in Central



Hudson’s, Consolidated Edison’s, LIPA’s, New York State Electric & Gas’s, Niagara Mohawk
Power Corporation’s, or Orange and Rockland’s retail access programs, the Transmission Owner
may collect its TSC directly from each Customer in its service territory that takes service under
its retail access tariffs, or (b) for retail access customers participating in the RG&E’s retail access
program, the Transmission Owner may collect its TSC directly from the LSEs serving Load in its
service territory, commensurate with each LSE’s utilization of its system. The rates charged for
retail access Transmission Service and the terms and condition for such service shall be in
accordance with the provisions of the Transmission Owner’s retail access tariff. In addition, the
manner in which these charges are collected and the billing procedures shall be determined by
the Transmission Owner in accordance with its filed retail access tariff and retail access plans

and procedures.

514 Settlement Procedures:

Consistent with each Transmission Owner’s retail access plan, the 1SO shall initially
utilize the services of the Transmission Owners to assist in the data collection and processing
necessary to provide for financial Settlement for the services provided under this Tariff,
consistent with the ISO’s Settlement procedures. Any LSE whose Load is not adequately
metered to allow the ISO to implement its Settlement procedures, will have its Load determined
by the Transmission Owner in whose Load Zone it is located in accordance with the
Transmission Owner’s retail access plan on file with the PSC, or in the case of LIPA, its lawfully
established rates and terms. The ISO shall use this data in developing its Settlement information
and charges under this Part IV of this Tariff. The ISO's Settlement procedures shall be designed
to coordinate with the retail access tariffs of each Transmission Owner, and shall accommodate

the allocation of cost responsibility for unaccounted-for Energy, theft, and losses on delivery



facilities not explicitly included in the ISO’s loss calculation model among all LSEs serving

Load pursuant to that Transmission Owner’s retail access program.



5.2 The Individual Retail Access Plans

Each Transmission Owner reserves the right to unilaterally modify its retail access tariff
subject to any necessary regulatory filing. Each Transmission Owner also reserves the right to
unilaterally modify its retail transmission charges subject to any filing required to be made with
the Commission pursuant to Section 205 of the FPA or in the case of LIPA, approval by the
Long Island Power Authority’s Board of Trustees. The ISO shall implement any tariff changes
necessary to implement the changes to the retail transmission charge. Ongoing proceedings
before the PSC may impact rates, terms and conditions for retail access programs covered under

this Section.

5.2.1 Central Hudson

Customers taking part in Central Hudson's retail access program shall take service under
Parts I and IV of this Tariff and under Central Hudson’s PSC and FERC approved retail access
tariff, FERC Rate Schedule No. ER 98-3602 as amended from time to time. Pursuant to Central
Hudson’s retail access tariff and this Tariff all retail access customers will receive a bill from
Central Hudson for the transmission component of their retail access service. Such customers

shall pay this bill directly to Central Hudson.

5.2.2 Consolidated Edison

Retail access customers participating in the Consolidated Edison’s retail access plan shall
take retail access service under Parts 2 and 5 of this Tariff and under Consolidated Edison’s PSC
and FERC approved retail access tariff, Consolidated Edison’s Rate Schedule FERC No. 1,
Attachments K and L and Consolidated Edison Company of New York, Inc. PSC No. 2 - Retail

Access, as amended from time to time. Pursuant to Consolidated Edison’s retail access tariff and



this Tariff, retail access customers will receive a bill from Consolidated Edison for the
transmission component of their retail access service. Such customers shall pay this bill to
Consolidated Edison in accordance with the terms of Consolidated Edison’s Rate Schedule
FERC No. 1, Attachments K and L and Consolidated Edison Company of New York, Inc. PSC

No. 2 - Retail Access, as amended from time to time.

5.2.3 LIPA

Retail access customers participating in the LIPA retail access plan shall receive retail
Transmission Service pursuant to Parts 2 and 5 of this Tariff and the “Long Island Choice”
portions of approved “Long Island Power Authority Tariff For Electric Service.” Retail
Transmission Service customers will be billed and shall pay for such service as part of their
bundled retail delivery service rate pursuant to the Long Island Choice portion of the Long Island

Power Authority Tariff for Electric Service.

524 NYSEG

Retail customers participating in NYSEG’s retail access program, known as Customer
Advantage, shall receive Transmission Service pursuant to Parts 2 and 5 of this Tariff and
pursuant to the provisions to NYSEG’s retail access tariffs PSC Nos. 90, 115 and 118, as
amended or their successors, that relate to its Customer Advantage Program. LSEs are referred
to as “Energy Service Companies” or “ESCOs” in NYSEG’s retail access tariffs. ESCOs
eligible to participate in NYSEG’s Customer Advantage Program will act as agents for retail
customers for the purpose of obtaining the necessary service under this Tariff when a retail
customer contracts with the ESCO for Electric Power Supply pursuant to the Customer
Advantage Program. Retail customers that are eligible to participate in NYSEG’s Customer

Advantage Program that meet the requirements of the ISO and NYSEG’s retail access tariffs



(referred to as “Self Supply Customers” or “SSCs” under the retail access tariffs) shall also be
required to obtain the necessary service under this Tariff but solely for their own use. Retail
customers participating in NYSEG’s Program will be billed and shall pay for the Transmission
Service Charge as part of their retail service rate pursuant to the retail access tariffs.

NYSEG is currently a party to proceedings before the PSC, which could impact the terms
and conditions of its Customer Advantage Program. It is the Company’s intent to file changes to
this Tariff as necessary and appropriate to reflect Orders issued by the PSC relating to the

program.

5.25 Niagara Mohawk

Retail access is provided to Niagara Mohawk’s customers through the company’s PSC
#207 tariff, Rule 39, as amended from time to time. Customers under this program will take
retail Transmission Service under Parts | and 1V of this Tariff. They will be billed by, and make

payments directly to Niagara Mohawk for the applicable Transmission Service Charge.

5.2.6 Orange and Rockland

Retail access customers participating in the Orange and Rockland retail access plan shall
take retail access service under Parts 2 and 5 of this Tariff and under Orange and Rockland
Utilities, Inc., FERC Electric Tariff, Volume No. 3, as amended from time to time. Pursuant to
Orange and Rockland’s PSC approved retail access tariff and this Tariff all retail access
customers will receive a bill from Orange and Rockland for the transmission component of their
retail service. Such customers shall pay this bill directly to Orange and Rockland in accordance
with the terms of Orange and Rockland Utilities, Inc. FERC Electric Tariff, Volume No. 3, as

amended from time to time.



5.2.7 Rochester Gas and Electric Corporation

Under Rochester Gas and Electric Corporation’s retail access program, 10% of the Load
became eligible to choose their own supplier of electricity on July 1, 1998. (PSC No. 15 -
Electricity, Rochester Gas and Electric Corporation, Schedule for Electric Distribution Service.)
Twenty percent of the Load will became eligible to participate in the choice program on
July 1, 1999, while 50% of the Load may elect their supplier by July 1, 2000. All customers will

be eligible to choose their supplier of electricity beginning July 1, 2001.



6 Schedules



6.1 Schedule 1 - Scheduling, System Control and Dispatch Service

This service is required to schedule the purchase, sale and movement of power through,
out of, within, or into the NYCA. This service can be provided only by the ISO. The
Transmission Customer must purchase this service from the ISO. The ISO Services Charge for
Scheduling, System Control and Dispatch Service and any rebillings associated therewith are set

forth below.

6.1.1 Parties to Which Charges Apply

The ISO shall charge, and Transmission Customers taking service under the ISO OATT,
only, including Special Case Resources, Emergency Demand Response Program participants,
Transmission Customers that have their virtual bids accepted and thereby engage in Virtual
Transactions, and Transmission Customers that purchase Transmission Congestion Contracts,
excluding Transmission Congestion Contracts that are created prior to [the date that the
Commission issues an Order approving these revisions], shall pay an “ISO Services Charge” as
calculated in Section 6.1.2.2 of this Rate Schedule on all Transmission Services provided
pursuant to Parts 3, 4 and 5 to this Tariff, provided that Transmission Customers who are retail
access customers who are being served by an LSE shall not pay this charge to the ISO; the LSE
shall pay these charges. Transmission Customers taking service under both the ISO OATT and
the ISO Services Tariff shall pay the applicable ISO Services Charge as calculated (i) in Sections
15.1.3.1 through 15.1.3.3 of Rate Schedule 1 of the ISO Services Tariff, and (ii) in Sections

6.1.2.2.3 and 6.1.2.2.4 of this Rate Schedule.



6.1.2 Billing Units and Calculation of Rates

The ISO shall charge each Transmission Customer based on the product of: (i) the ISO
Services Charge rate for Scheduling, System Control and Dispatch Service; and (ii) the
Transmission Customer’s applicable injection billing units and/or withdrawal billing units for the

month as described in Section 6.1.2.1.

6.1.2.1  Billing Units

For the ISO Services Charge calculated under Section 6.1.2.2.1 of this Rate Schedule, the
Transmission Customer’s injection billing units shall be based on Actual Energy Injections (for
all internal injections) or Scheduled Energy Injections (for all Import Energy injections) in the
New York Control Area, including injections for wheelthroughs. The Transmission Customer’s
withdrawal billing units shall be based on its Actual Energy Withdrawals for all Transmission
Service to supply Load in the NYCA, and hourly Energy schedules for all Wheels Through and
Exports. For the ISO Services Charge calculated pursuant to Sections 6.1.2.2.2, 6.1.2.2.3, and
6.1.2.2.4 of this Rate Schedule, the Transmission Customer’s billing units shall be based on the
Actual Energy Withdrawals for all Transmission Service to supply Load in the NYCA, and
hourly Energy schedules for all Wheels Through and Exports. To the extent Schedule 1 charges
are associated with meeting the reliability needs of a local system, the billing units for such
charges will be based on the Actual Energy Withdrawals in the sub-zone(s) where the Resource
needed to meet the reliability need is located. To the extent Schedule 1 charges are associated
with payments made for supplemental payments and Demand Reduction Incentive payments to
Demand Reduction Providers, the billing units of such charges shall be based on Actual Energy
Withdrawals to supply Load in the NYCA according to the methodology described in

Attachment R. To the extent that the sum of all Bilateral Schedules, excluding schedules of



Bilateral Transactions with Trading Hubs as their POWSs, and all Day-Ahead Market purchases
to service Load in the Day-Ahead schedule is less than the ISO’s Day-Ahead forecast of Load
and the ISO commits Resources in addition to the reserves it normally maintains to enable it to
respond to contingencies to meet the ISO’s Day-Ahead forecast of Load, charges associated with
the costs of Bid Production Cost Guarantees for the additional Resources committed Day-Ahead
to meet the ISO’s Day-Ahead forecast of Load shall be allocated to Transmission Customers
who are not bidding as Suppliers according to the Methodology described in Attachment T.

For Transmission Customers participating in the ISO’s Special Case Resource program
or in its Emergency Demand Response Program ISO Services Charge calculated under Section
6.1.2.2.1 of this Rate Schedule, shall be the product of: (i) the applicable ISO Services Charge
rate; and (ii) the Transmission Customer's applicable billing units for the month. The
Transmission Customer’s billing units shall be based on the total compensable injection MWHh.

For Transmission Customers purchasing Transmission Congestion Contracts or engaged
in Virtual Transactions, the 1ISO Services Charge calculated under Section 6.1.2.2.1 of this Rate
schedule shall be the product of: (i) the applicable ISO Services Charge rate; and (ii) the
Transmission Customer's applicable billing units for the month.

For Transmission Customers purchasing Transmission Congestion Contracts, the
Transmission Customer’s billing units shall be based on the settled Transmission Congestion
Contract MWh. For Transmission Customers engaging in Virtual Transactions, the

Transmission Customer’s billing units shall be based on total cleared virtual bid MWh.



6.1.2.2  Computation of Rates

The ISO Services Charge for Scheduling, System Control and Dispatch Service shall
consist of six components and shall be recovered on a monthly basis (except for Section 6.1.2.2.5

which shall be billed quarterly) in accordance with the following processes:

6.1.2.2.1 1SO Annual Budget and FERC Regulatory Fees Component

6.1.2.2.1.1  The responsibility for the sum of (a) those costs listed in Section 6.1.3.1 of
this Rate Schedule that are included in the ISO’s annual budget and (b) the ISO’s
FERC regulatory fees, shall be allocated 20% to all injection billing units and
80% to all withdrawal billing units. The current 80%/20% cost allocation shall
remain unchanged through at least December 31, 2011 and shall continue to
remain unchanged until such point in time that a study is conducted and the
results of the study warrant changing the 80%/20% cost allocation. The following
provisions prescribe the process and timeline for the review and, if warranted by
the results of a future study, modification of the 80%/20% cost allocation on a
going forward basis:

6.1.2.2.1.1.1 A vote of the Management Committee will be taken in the third calendar
quarter of 2010 on whether a new study should be conducted during late-2010 and
2011 to allow modification of the 80%/20% cost allocation, if warranted by the
results of the study, to be implemented by January 1, 2012. A positive vote by
58% of the Management Committee will be required to go forward with the study,
but there will no longer be a “material change” standard as was historically

applied to the determination of whether a study should be conducted.



6.1.2.2.1.1.2 If the Management Committee vote discussed in (i) above determines that
a study should not be conducted, the 80%/20% cost allocation between
withdrawal billing units and injection billing units shall be extended through at
least December 31, 2012. In the third calendar quarter of 2011, a vote will be
taken on whether a new study should be conducted during late-2011 and 2012 to
allow modification of the percentage allocation, if warranted by the results of the
study, to be implemented by January 1, 2013. Unless a 58% vote of the
Management Committee is registered in favor of declining to go forward with the
study, the study will be conducted.

6.1.2.2.1.1.3 If the Management Committee vote in the third calendar quarter of 2011
discussed in (ii) above determines that a study should not be conducted, the
current 80%/20% cost allocation shall remain unchanged until such point in time
as the Management Committee determines that a study shall be conducted and the
results of that study warrant changing the percentage allocation between
withdrawal billing units and injection billing units. If the Management
Committee vote in the third calendar quarter of 2011 discussed in (ii) above
determines that a study should not be conducted, the Management Committee will
revisit the issue of conducting a study annually in the third calendar quarter of
each year using the same voting standard (i.e. the study gets performed unless
58% of the Management Committee votes not to commission the study) that was
applied to the Management Committee vote in the third calendar quarter of 2011

discussed in (ii) above.



6.1.2.2.1.1.4 If, and when, the Management Committee determines a study shall be
conducted:

@) Such study shall be completed, and the results thereof shared with Market
Participants, before the end of the second calendar quarter of the year prior to the
date on which a possible change to the then current allocation may become
effective; and

(b) The ISO will present a draft study scope to Market Participants for consideration
and comment before the ISO issues the study scope as part of its Request For
Proposal process to retain a consultant to perform the study. A meeting shall be
held with Market Participants to discuss the components (e.g., categories of costs
considered, allocation of benefits, unbundling, etc.) that should be included in the
draft study scope before the draft is issued by the I1SO.

6.1.2.2.1.2  The rate to be applied to injection billing units shall be the quotient of
20% of the sum of the ISO’s annual budget and FERC regulatory fees divided by
the total annual estimated injection billing units as described in Section 6.1.2.1 of
this Rate Schedule. The rate to be applied to withdrawal billing units shall be the
quotient of 80% of the sum of the ISO’s annual budget and FERC regulatory fees
divided by the total annual estimated withdrawal billing units as described in
Section 6.1.2.1 of this Rate Schedule.

6.1.2.2.1.3  The rates derived in Section 6.1.2.2.1 of this Rate Schedule shall then be
multiplied by each Transmission Customer’s injection billing units and

withdrawal billing units, as appropriate, for the month.



6.1.2.2.1.4 For Transmission Customers that purchase Transmission Congestion

Contracts and/or engage in Virtual Transactions their portion of the sum of (a)
those costs listed in Section 6.1.3.1 of this Rate Schedule that are included in the
ISO’s annual budget and (b) the ISO’s FERC regulatory fees, attributable to
Transmission Congestion Contracts or Virtual Transactions, shall be calculated

and billed as follows:

6.1.2.2.1.4.1 For Calendar Year 2010:

(@)

(b)

$0.020 per MWh for Transmission Congestion Contracts for calendar year 2010,
based on a $6.7 million projected 2010 annual revenue requirement.
$0.065 per cleared MWh for Virtual Trading transactions for calendar year 2010

based on a $2.0 million projected 2010 annual revenue requirement.

6.1.2.2.1.4.2 For Subsequent Calendar Years

(@)

(b)

Each Transmission Customer shall be charged a rate computed annually based on
the product of the annual revenue requirement adjusted for the over or under
collection of the prior year’s annual revenue requirement, divided by the three
year rolling average of the billing units, where:

the annual revenue requirement is determined using an escalation factor
calculated as the percentage change in the originally-approved ISO budget
between the calendar year two years prior to the current calendar year (“Calendar
Year Minus 2”) and the calendar year one year prior the current calendar year
(“Calendar Year Minus 17);

the over/under collection of the prior year’s annual revenue requirement is

calculated for the period between July of Calendar Year Minus 2 and June of



Calendar Year Minus 1. For the purpose of this calculation the annual revenue
requirement will be converted to a monthly requirement and then aggregated
across the 12 months;

(c) the three year rolling average of billing units is calculated using an annual average
of the billing units for the period between July of the calendar year four years
prior to the current calendar year (“Calendar Year Minus 4”) and June of
Calendar Year Minus 1.

However, the annual rate computed will be subject to a 25% maximum increase
or decrease for each year. Revenue collected pursuant to this Section 6.1.2.2.1.4
will be disbursed monthly to all injection billing units as described in Section
6.1.2.1 of this Rate Schedule and to all withdrawal billing units as described in
Section 6.1.2.1 of this Rate Schedule on the same basis described in Section
6.1.2.2.1.1 of this Rate Schedule.

6.1.2.2.1.5  For Customers that participate in the ISO’s Special Case Resources
program or its Emergency Demand Response Program their portion of the sum of
(1) the ISO’s annual budget including the costs listed in Section 6.1.3.1 of this
Rate Schedule; and (i1) the ISO’s FERC Regulatory fees, shall be billed at the
same rate charged to injection billing units as described in Section 6.1.2.1 of this
Rate Schedule. The rate will be reset annually to match the current calendar
year’s rate for injections. Revenue collected pursuant to this Section 6.1.2.2.1.5
will be disbursed monthly to all injection billing units as described in Section

6.1.2.1 of this Rate Schedule and to all withdrawal billing units as described in



Section 6.1.2.1 of this Rate Schedule on the same basis described in

Section 6.1.2.2.1.1 of this Rate Schedule.

6.1.2.2.2 1SO Unbudgeted Cost Component

Except with respect to bad debt loss and working capital contribution costs, the
responsibility for those costs listed in Section 6.1.3.1 of this Rate Schedule that are
neither (i) included in the ISO’s annual budget, nor (ii) FERC-assessed regulatory fees,
shall be allocated 100% to all withdrawal billing units. The rate to be applied to
withdrawal billing units in each month shall be the quotient of the amount of these costs
to be included in the month, as determined by the 1SO, divided by the total estimated
withdrawal billing units for the month, as described in Section 6.1.2.1 of this Rate
Schedule. This rate shall then be multiplied by each Transmission Customer’s
withdrawal billing units for the month. The responsibility for costs associated with bad
debt losses and working capital contributions shall be allocated pursuant to Attachments

U and V to this Tariff, respectively.

6.1.2.2.3 Non-1SO Facilities Payments Component

6.1.2.2.3.1  The monthly payments the ISO makes to owners of facilities that are
needed for the economic and reliable operation of the NYS Transmission System
shall be recovered based on withdrawal billing units. Currently, the 1ISO makes
payments to Consolidated Edison Co. of New York, Inc. for the purchase,
installation, operation and maintenance of phase angle regulators at the
Branchburg-Ramapo Interconnection between the ISO and PJM Interconnection,
LLC and to Rochester Gas & Electric Corporation for the installation of a

135 MVAR Capacitor Bank at Rochester Station 80 on the cross-state 345 kV



system. The charges to be applied to withdrawal billing units for Transmission
Customers, other than those taking service under Section 5 of the OATT to supply
Station Power as third party providers, shall be the product of (A) the sum of the
monthly bills for such facilities from: (i) Consolidated Edison Co. of New York
(less the one-half of such bill paid by PIM Interconnection, LLC) and (ii)
Rochester Gas and Electric Corporation, divided by the total number of hours in
the month, and (B) the ratio of (i) the Transmission Customer’s withdrawal billing
units for that hour as described in Section 6.1.2.1 of this Rate Schedule to (ii) the
sum of all ISO Transmission Customers’ withdrawal billing units for that hour
(other than withdrawal billing units for those taking services under Part 5 of the
OATT) as described in Section 6.1.2.1 of this Rate Schedule. Charges to be paid
by Transmission Customers for this service shall be aggregated to render a
monthly charge.

6.1.2.2.3.2  Transmission Customers taking service under Section 5 of the OATT to
supply Station Power as third-party providers shall pay to the ISO a daily charge
for this service equal to the product of (A) the sum of the daily bills for such
facilities as described in subparagraph (a) above and (B) the ratio of the
Transmission Customer’s Station Power supplied under Section 5 of the OATT
for the day to the sum of all withdrawal billing units for the day.

6.1.2.2.3.3  The ISO shall credit charges paid for this service by Transmission
Customers and LSEs taking service under Section 5 of the OATT to supply
Station Power as third-party providers for the day on a Load Ratio Share basis to

Transmission Customers serving Load in the NYCA for the day.



6.1.2.2.4 Residual Adjustment and Bid Production Guarantees Component

6.1.2.24.1  The ISO shall calculate, and Transmission Customers, other than
Transmission Customers taking service under Section 5 of the OATT to supply
Station Power as third party providers, shall pay an hourly charge equal to the
product of (A) the residual adjustment costs listed in Section 6.1.4.1 of this Rate
Schedule for each hour and (B) the ratio of (i) the Transmission Customer’s
withdrawal billing units for that hour as described in Section 6.1.2.1 of this Rate
Schedule to (ii) the sum of all ISO Transmission Customers’ withdrawal billing
units for that hour as described in Section 6.1.2.1 of this Rate Schedule.

6.1.2.2.4.2  The ISO shall calculate, and each Transmission Customer taking service
under Part 5 of the OATT to supply Station Power as a third party provider shall
pay a daily charge equal to the product of (A) the residual adjustment costs listed
in Section 6.1.4.1 of this Rate Schedule for each day and (B) the ratio of (i) the
withdrawal units of the Transmission Customer taking service under Part 5 of the
OATT to supply Station Power as a third party provider for that day to (ii) the
sum of all ISO Transmission Customers’ withdrawal billing units for that day as
described in Section 6.1.2.1 of this Rate Schedule. The ISO shall credit revenue
collected by application of this charge, on a Load ratio share basis, to all ISO
Transmission Customers’ withdrawal billing units as described in Section 6.1.2.1
of this rate Schedule 1 summed for the day.

6.1.2.2.4.3  The ISO shall calculate, and each Transmission Customer shall pay, a
daily charge equal to the product of (A) the bid production guarantee costs listed
in Section 6.1.4.2 of this Rate Schedule for each day and (B) the ratio of (i) the

Transmission Customer’s withdrawal billing units for that day as described in



Section 6.1.2.1 of this Rate Schedule to (ii) the sum of all ISO Transmission
Customers’ withdrawal billing units for that day as described in Section 6.1.2.1 of
this Rate Schedule, provided, however, that the costs of supplemental payments
and Demand Reduction Incentive Payments made to Demand Reduction
Providers shall be allocated to Transmission Customers according to the
methodology described in Attachment R. To the extent that the sum of all
Bilateral Schedules, excluding schedules of Bilateral Transactions with Trading
Hubs as their POWSs, and all Day-Ahead Market purchases to serve Load in the
Day-Ahead schedule is less than the ISO’s Day-Ahead forecast of Load and the
ISO commits Resources in addition to the reserves it normally maintains to enable
it to respond to contingencies to meet the ISO’s Day-Ahead forecast of Load,
charges associated with the costs of Bid Production Cost Guarantees for the
additional Resources committed Day-Ahead to meet the ISO’s Day-Ahead
forecast of Load shall be allocated to Transmission Customers who are not

bidding as Suppliers according to the Methodology described in Attachment T.

6.1.2.2.5 NERC and Related Dues, Fees and Other Charges Component

Dues, fees, and other charges: (i) of NERC for its service as the Electric
Reliability Organization for the United States (“ERO”) recovered pursuant to FERC
Docket Nos. RM05-30-000, RR06-1-000 and RR06-3-000 and related dockets, and (ii) of
Northeast Power Coordinating Council: Cross-Border Regional Entity, Inc., or its
successors, incurred to carry out functions that are delegated by the NERC and that are
related to ERO matters pursuant to Section 215 of the FPA, all of which dues, fees, and

other charges shall be recovered quarterly. Such recovery shall be based on Actual



6.1.3

Energy Withdrawals to supply Load in the NYCA, utilizing the load metering
information for the most recent month for which actual load meter data are available for
invoices issued through August 31, 2007 and utilizing finalized actual load metering data
no longer subject to challenge for invoices issued on or after September 1, 2007. The
metering information shall not be subject to correction or adjustment. Notwithstanding
any applicable provisions of this Tariff or of the ISO Services Tariff, the ISO may supply
to NERC the name of any LSE failing to pay any amounts due to NERC and the amounts
not paid.

6.1.2.2.6 Payments Made To Generators Pursuant to Incremental Cost Recovery
for Units Responding to Local Reliability Rule I-R3 and I-R5.

Amounts paid to Suppliers, pursuant to the Incremental Cost Recovery for Units
Responding to Local Reliability Rules I-R3 and I-R5, shall be recovered from Load in the
Transmission District of the Supplier being paid, other than Load scheduled by a
Transmission Customer taking service under Part 5 of the OATT to supply Station Power
as a third party provider, on the basis of each LSE’s contribution to the Load in the day

the payment obligation is incurred.

ISO Costs

ISO costs to be recovered through the Rate Schedule 1 charge include:
6.1.3.1 Costs associated with the operation of the NYS Transmission System by
the 1ISO and administration of this Tariff by the 1SO, including without limitation,

the following:

. Processing and implementing requests for transmission service including support
of the ISO OASIS node;



Coordination of transmission system operation and implementation of necessary
control actions by the ISO and support for these functions;

Performing centralized security constrained dispatch to optimally re-dispatch the
NYS Power System to mitigate transmission Interface overloads and provide
balancing services;

Billing associated with Transmission Service provided under this Tariff;
Preparation of settlement statements;
Rebilling which supports this service;

NYS Transmission System studies, when the costs of the studies are not
recoverable from a Transmission Customer;

Engineering services and operations planning;

Data and voice communications network service coordination;
Metering maintenance and calibration scheduling;

Dispute resolution;

Record keeping and auditing;

Training of I1SO personnel;

Development of new information, communication and control systems;
Professional services;

Working capital and carrying costs on I1SO assets, capital requirements and debts;
Tax expenses, if any;

Administrative and general expenses;

Insurance expenses, including costs incurred by the Board to procure credit
insurance to protect against losses attributable to nonpayment by Customers;

Any indemnification of or by the ISO pursuant to Section 2.11.2 of this Tariff;
Costs that the ISO incurs as a result of bad debt, including finance charges;

Refunds, if any, ordered by the Commission to be paid by the ISO, at the
conclusion of Central Hudson Gas & Electric Corp., Docket Nos. ER97-1523-
011, OA97-470-010 and ER97-4234-008; and

Regulatory fees.

The ISO’s share of the expenses of Northeast Power Coordinating Council, Inc. or
its successor.



6.1.4 Residual Adjustment and Bid Production Guarantees
6.1.4.1  Residual Adjustment

The ISO’s payments from Transmission Customers will not equal the ISO’s payments to
Suppliers. Part of the difference consists of Day-Ahead Congestion Rent. The remainder
comprises the Residual Adjustment, which will be an adjustment to the costs in Section 6.1.3.1.
The most significant components of the Residual Adjustment, which is calculated below,

include:

o The greater revenue the ISO collects for Marginal Losses from Transmission
Customers, in contrast to payments for losses remitted to generation facilities;

. Costs or savings associated with the ISO redispatch of Generators resulting from a
change in Transfer Capability between the Day-Ahead schedule and the real-time
dispatch;

. The cost resulting from inadvertent interchange (if unscheduled Energy flows out
of the NYCA to other Control Areas), or the decrease in cost resulting from
inadvertent interchange (if unscheduled Energy flows into the NYCA from other
Control Areas) and associated payments in kind,;

o Costs or revenues from Emergency Transactions with other Control Area
operators;

. Cost or revenues from Special Test Transactions with other Control Area
operators;

. Metering errors resulting in payments to or from Transmission Customers to be
either higher or lower than they would have been in the absence of metering
errors;

. Deviations between actual system Load and the five-minute ahead Load forecast
used by SCD, resulting in either more or less Energy than is needed to meet Load,;

o Energy provided by generation facilities in excess of the amounts requested by the
ISO (through SCD Base Point Signals or AGC Base Point Signals);

. If generation facilities providing Regulation Service have actual output in excess
of their AGC Base Point Signals, but the SCD Base Point Signals is higher than
either, the real-time payments they receive for Energy produced will be based on
the SCD Base Point Signals; and

o Transmission Customers serving Load in the NYCA will be billed based upon an
estimated distribution of Loads to buses within each Load Zone. If the actual
distribution of Load differs from this assumed distribution, the total amount
collected from Transmission Customers could be either higher or lower than the



amount that would have been collected if the actual distribution of Loads had
been known.

o Settlements for losses revenue variances, as described in Attachment K of this
Tariff, with Transmission Owners that pay marginal losses to the ISO for losses
associated with modified TWAs (not converted to TCCs) while receiving losses
payments from the participants in those TWASs other than marginal losses.

. Payments made to Generators that are redispatched pursuant to the Interregional
Transmission Congestion Management Pilot Program, set forth in Sections 5.1.2-
5.1.2.4 of the Services Tariff, to the extent such payments are not recovered by
the ISO an Emergency Transaction with another Control Area.

The actual Residual Adjustment for each month shall be the sum of the hourly Residual
Adjustments calculated as follows: (A) the ISO’s receipts from Transmission Customers and
Primary Holders of TCCs for services which equal the sum of: (i) payments for Energy
scheduled in the LBMP Market in that hour in the Day-Ahead commitment; (ii) payments for
Energy purchased in the Real-Time LBMP Market for that hour that was not scheduled
Day-Ahead; (iii) payments for Energy by generating facilities that generated less Energy in the
real- time dispatch for that hour than they were scheduled Day-Ahead to generate in that hour for
the LBMP Market; (iv) TUC payments made in accordance with Sections 3, 4 and 5 of this
Tariff that were scheduled in that hour in the Day-Ahead commitment; and (v) real-time TUC
payments in accordance with Parts 3, 4 and 5 of this Tariff that were not scheduled in that hour
in the Day-Ahead commitment; (B) less the ISO’s payments to generation facilities,
Transmission Owners and Primary Holders of TCCs equal to the sum of the following: (i)
payments for Energy to generation facilities that were scheduled to operate in the LBMP Market
in that hour in the Day-Ahead commitment; (ii) payments to generation facilities for Energy
provided to the ISO in the real-time dispatch for that hour that those generation facilities were
not scheduled to generate in that hour in the Day-Ahead commitment; (iii) payments for Energy

to LSEs that consumed less Energy in the real-time dispatch than those LSEs were scheduled



Day-Ahead to consume in that hour; (iv) payments of the real-time TUC to Transmission
Customers that reduced their schedules for that hour after the Day-Ahead commitment; (v)
payments of Congestion Rents collected for that hour in the Day-Ahead schedule to Primary
Holders of TCCs; (vi) settlements with Transmission Owners for losses revenue variances; and

(vii) positive Net Congestion Rents collected in that hour.

6.1.4.2 Bid Production Guarantees

The ISO’s costs also include the costs associated with differences between the amounts
bid by generating facilities that have been committed and scheduled by the 1SO to provide
Energy and certain Ancillary Services, and the actual revenues received by these generating
facilities for providing such Energy and Ancillary Services. Where the costs are incurred to
compensate a Resource for meeting the reliability needs of a local system, the associated charge
shall apply only to Transmission Customers serving Load in the Load Zone(s) or sub-zone where
the Resource is located. The ISO’s costs also include the costs associated with payments made
for supplemental payments and Demand Reduction Incentive payments to Demand Reduction

Providers.



6.2 Schedule 2 - Charges for Voltage Support Service

In order to maintain transmission voltages on the NYS Transmission System within
acceptable limits, generation facilities under the control of the ISO, and Qualified Non-Generator
Voltage Support Resources, are operated to produce (or absorb) reactive power. Thus, Voltage
Support Service must be provided for each Transaction on the NYS Transmission System. The
amount of Voltage Support Service that must be supplied with respect to the Transmission
Customer's Transaction will be determined based on the reactive power support necessary to
maintain transmission voltages within limits that are generally accepted in the region and
consistently adhered to by the ISO.

Voltage Support Service is to be provided directly by the ISO. The methodologies that
the ISO will use to obtain Voltage Support Service and the associated charges for such service

are set forth below.

6.2.1 Responsibilities

The ISO shall coordinate the Voltage Support Service provided by generation facilities
and Qualified Non-Generator Voltage Support Resources that qualify to provide such services as

described in Section 15.2.1.1 of Rate Schedule 2 of the ISO Services Tariff.

6.2.1.1  Wheels Through, Exports and Purchases from the LBMP Market

Transmission Customers engaging in Wheels Through, Exports and Purchases from the
LBMP Market where the Energy is delivered to an NYCA Interconnection with another Control
Area shall purchase Voltage Support Service from the 1SO at the rates described in the formula

contained in Section 6.2.2.1 of this Rate Schedule.



6.2.1.2 Load-Serving Entities

LSEs serving Load in the NYCA shall purchase all VVoltage Support Service from the

ISO.

6.2.2 Payments
6.2.2.1  Payments made by Transmission Customers and LSEs

Transmission Customers shall pay the ISO for Voltage Support Service. The ISO shall

compute the Voltage Support Service Rate based on forecast data using the following equation

All

Z NYISO VSSPayments PYAuss

Rate

Energy NYISO
Where:
Rateyss = Voltage Support Service Rate
Energyiso = The annual forecasted transmission usage for the year as projected

by the I1SO including Load within the NYCA, Exports and Wheels

Through.

All
% NYISO vsspaymens =  The sum of the projected 1SO payments to generation facilities and

Qualified Non-Generator VVoltage Support Resources providing Voltage
Support Service based on Sections 15.2.2.1, 15.2.2.2 and 15.2.2.3 of Rate
Schedule 2 of the ISO Services Tariff.

PYAyss = Total of prior year payments to generation facilities and Qualified
Non-Generator Voltage Support Resources supplying Voltage Support

Service as defined in the ISO Services Tariff less the total of payments



received by the ISO from Transmission Customers and LSEs in the prior
year for VVoltage Support Service (including all payments for penalties).
Transmission Customers engaging in Wheels Through, Exports and Purchases from the

LBMP Market where the Energy is delivered to a NYCA interconnection with another Control
Area shall pay to the ISO a charge for this service equal to the rate as determined in Section 6.2.1
of this Rate Schedule multiplied by their Energy scheduled in the hour. LSEs shall pay to the
ISO a charge for this service equal to the rate as determined in Section 6.2.1 of this Rate
Schedule multiplied by the Energy consumed by the LSE’s Load located in the NYCA in the
hour provided however LSEs taking service under Section 5 of the OATT to supply Station
Power as a third-party provider shall pay to the ISO a charge for this service equal to the rate as
determined in Section 6.2.1 of this Rate Schedule multiplied by the LSE’s Station Power
provided under Section 5 of the OATT. The ISO shall credit Revenue collected by application
of this charge, on a Load ratio share basis, to Transmission Customers engaging in Wheels
Through, Exports and Purchases from the LBMP Market where the Energy is delivered to a
NYCA interconnection with another Control Area in the day and LSEs serving New York
Control Area Load in the day. For LSEs and all Wheels Through, Exports and Purchases from
the LBMP Market for Energy delivered to a NYCA interconnection with another Control Area,
the ISO shall calculate the payment hourly. The ISO shall bill each Transmission Customer or

LSE monthly.

6.2.3 Self-Supply

All Voltage Support Service shall be purchased from the ISO.



6.3 Schedule 3 - Charges for Regulation Service

Regulation Service is necessary to provide for the continuous balance of resources
(generation and interchange) with Load. Regulation Service is accomplished by committing
on-line Generators whose output is raised or lowered (predominantly through the use of
automatic generating control equipment) as necessary to follow the moment-by-moment changes
in Load. The obligation to maintain this balance between Resources and Load lies with the ISO.
The 1SO must offer this service when the Transmission Service is used to serve Load within the
NYCA. The Transmission Customer must either purchase this service from the ISO or make
alternative comparable arrangements to satisfy its Regulation Service obligation. The charges

for Regulation Service are set forth below.

6.3.1 Customer Obligations and Responsibilities

Transmission Customers and LSEs shall either purchase this service from the ISO,

Self-Supply or purchase this service from alternate Suppliers.

6.3.2 Charges to Transmission Customers

6.3.2.1 For all Actual Energy Withdrawals for Load located in the NYCA, the LSE is
considered the Transmission Customer taking service under Sections 3, 4 and 5 of
this Tariff for purposes of this Rate Schedule and shall pay a charge for this
service on all Transmission Service in accordance with this Tariff and purchases
in the LBMP Markets in accordance with the ISO Services Tariff, when such
service serves Load located in the NYCA.

6.3.2.2 The ISO shall charge Transmission Customers and LSEs serving Load in the

NYCA for Regulation and Frequency Response for each hour. The ISO shall



charge Transmission Customers or LSEs taking service under Section 5 of the
ISO OATT to supply Station Power as third-party providers for Regulation and
Frequency Response for each day. The charge shall be calculated as the
Regulation and Frequency Response Rate, determined as an hourly or a daily rate
as appropriate, multiplied by the LSE’s or Transmission Customer’s Load for the
hour or by the Transmission Customers or LSEs withdrawals to provide Station
Power as a third party provider for the day. The ISO shall calculate the
Regulation and Frequency Response Rate, for an hour or for a day as appropriate,
as follows:

Raterer = (Supplier Payment - Supplier Charge - Generator Charge)
Loadnyca

where: Raterer is the hourly or daily rate for Regulation and Frequency Response;
Supplier Payment is the aggregate of all Day-Ahead Market and Real-Time Market payments
(including Regulation Revenue Adjustment Payments) made by the ISO to all Suppliers of this
Regulation Service as described in Sections 15.3.4, 15.3.5, 15.3.6 and 15.3.7 of Rate Schedule 3
of the ISO Services Tariff for the hour or for the day;

Supplier Charge is the aggregate of: (i) charges paid by all Suppliers for poor Regulation
Service performance, as described in Section 15.3.5.5 and, if its provisions are re-instituted,
Section 15.3.8 of Rate Schedule 3 of the ISO Services Tariff; (ii) all real-time imbalance charges
paid by Suppliers under Section 15.3.5.3(a) of that Rate Schedule; and (iii) all Regulation
Revenue Adjustment Charges assessed pursuant to Section 15.3.6 of that Rate Schedule for the
hour or for the day.

Generator Charge is the aggregate of charges paid by all Generators that do not provide

Regulation Service and do not follow their RTD Base Points sufficiently accurately, as described



in Rate Schedule 3A of the ISO Services Tariff for the hour or for the day; and Load nyca is the
total Load in the NYCA for the hour or for the day, as appropriate.
6.3.2.3 In any hour where the charges paid by Generators and Suppliers, as
described in the ISO Services Tariff, exceed the payments made to Suppliers of
this service (i) the 1ISO shall not assess a charge against any LSE, and (ii) the
surplus will be applied to the following hour as an offset to subsequent payments.
6.3.2.4 Charges to be paid by Transmission Customers for this service shall be
aggregated to render a monthly charge. The ISO shall credit charges paid for
Regulation and Frequency Response by Transmission Customers or LSEs taking
service under Section 5 of the ISO OATT to supply Station Power as third-party
providers for the day on a Load ratio share basis to Transmission Customers and

LSEs serving Load in the NYCA for the day.



6.4 Schedule 4 - Energy Imbalance Service

Energy Imbalance Service is provided when (1) a difference occurs between the
scheduled and the actual delivery of Energy to a Load located within the NYCA over a single
hour, or (2) a difference occurs between the scheduled and actual delivery of Energy from a POI
within the NYCA to a neighboring control area in a single hour. The ISO must offer this service
when the Transmission Service is used to serve Load within the NYCA or for an Export
Transaction when the generation source is a Generator located in the NYCA. The Transmission
Customer must purchase this service from the 1SO. The charges for Energy Imbalance Service

are set forth below.

6.4.1 Energy Imbalance Service Charges

For each Transmission Customer that has executed a Service Agreement under the 1SO
Services Tariff, Energy Imbalance Service is considered to be supplied by the Real-Time Market
and will be charged at the Real-Time LBMP price determined pursuant to Attachment J.

For each Transmission Customer that is not a Customer under the 1SO Services Tariff
and is receiving service under Section 3 or 4 of this Tariff, the ISO shall establish a deviation
band of +/- 1.5 percent (with a minimum of 2 MW) of the scheduled transaction to be applied
hourly to any Energy imbalance that occurs as a result of the Transmission Customer's scheduled
transaction(s). Parties should attempt to eliminate Energy imbalances within the limits of the
deviation band within thirty (30) days or within such other reasonable period of time as may be
established by the ISO that is generally accepted in the region and consistently adhered to by the
ISO. If an Energy imbalance is not corrected within thirty (30) days or such other reasonable
period of time as may be established by the ISO that is generally accepted in the region and

consistently adhered to by the ISO, the Transmission Customer will compensate the 1SO for such



service, subject to the charges set forth below. Also, Energy imbalances outside the deviation
band will be subject to charges set forth below.

For hours when the Transmission Customer’s Actual Energy Withdrawals are greater
than that customer’s scheduled Energy delivery and applicable tolerance band, the Transmission
Customer shall pay to the ISO an amount equal to the greater of 150% of the Real-Time LBMP
price at the Point of Delivery or $100 per MWh. In the event that the Transmission Customer’s
Actual Energy delivery exceeds that customer’s Actual Energy Withdrawals, the Transmission
Customer shall not receive payment for such Energy.

Transmission Customers with imbalances may also be subject to charges for Regulation
and Frequency Response, as described in Rate Schedule 3.

Energy imbalances resulting from inadvertent interchange between Control Areas will
continue to be addressed by the procedures that Control Area operators currently use to address
such imbalances. Any increase or decrease in costs resulting from pay back of accumulated
inadvertent interchange will be included in the ISO Scheduling, System Control and Dispatch

Service charge.

6.4.2 Inadvertent Energy Management Requirements

For Energy imbalances resulting from inadvertent interchange between Control Areas,
the ISO shall: (i) accurately account for inadvertent Energy interchange, through daily schedule
verification and the use of reliable metering equipment; (ii) minimize unintentional inadvertent
accumulation in accordance with NERC and NPCC policies; and (iii) minimize accumulated
inadvertent Energy balances in accordance with NERC and NPCC policies.

The ISO shall reduce accumulated inadvertent Energy balances with other Control Areas

by one or both of the following methods: (i) scheduling interchange payback with another



Control Area as an interchange schedule between Control Areas; and (ii) unilaterally offsetting

the tie-line interchange schedule when such action will assist in correcting an existing time error.
Inadvertent interchange accumulated during On-Peak hours shall be paid back during

On-Peak hours. Inadvertent interchange accumulated during Off-Peak hours shall be paid back

during Off-Peak hours. In either case, payback is made with Energy “in-kind.”

6.4.3 Monthly Meter Reading Adjustments
6.4.3.1  Facilities Internal to the NYCA

The ISO shall develop rules and procedures to implement adjustments to meter readings
to reflect the differences between the integrated instantaneous metering data utilized by the ISO

for SCD and actual data for internal facilities as recorded by billing metering.

6.4.3.2 Facilities on Boundaries with Neighboring Control Areas

The correction required for external Inadvertent Energy Accounting facilities on
Interfaces between the NYCA and other Control Areas will be done using Inadvertent Energy
Accounting techniques to be established by the ISO in accordance with NERC and other

established reliability criteria.

6.4.4 Self-Supply

All Inadvertent Energy Accounting services and Energy Imbalance Services shall be

purchased from the 1SO.

6.4.5 Verification of Adjustments

The ISO shall provide all necessary meter reading adjustment information required by the
Transmission Owners to allow them to verify that meter reading adjustments were performed in

accordance with 1SO Procedures.






6.5 Schedule 5 - Charges for Operating Reserve Service

The 1SO must offer this service when Transmission Service is used to serve Load within
the NYCA. The Transmission Customer must either purchase this service from the 1ISO or make
alternative comparable arrangements to satisfy its Operating Reserve obligation. The charges for
Operating Reserve Service are set forth below. Operating Reserves requirements are defined by
the ISO as is described in Rate Schedule 4 of the ISO Services Tariff, in accordance with the
Reliability Rules and other applicable reliability standards. The ISO shall monitor the level of
Operating Reserves utilizing the security monitoring program. Transmission Customers,
Transmission Owners and Suppliers shall supply all data required for the proper operation of the
security monitoring program.

The NYSRC shall be responsible for evaluating the adequacy of the criteria for
determining the required level of Operating Reserves and shall modify such criteria from time to
time as required. The 1SO shall establish additional categories of Operating Reserves if necessary

to ensure reliability.

6.5.1 General Requirements

The ISO shall select Operating Reserves Suppliers that are properly located electrically
so that all Operating Reserves requirements, as defined in Rate Schedule 4 of the ISO Services
Tariff are satisfied and so that transmission Constraints resulting from either the commitment or
dispatch of Suppliers do not limit the ability to deliver Energy to Loads in the case of a
Contingency. The ISO will ensure that Suppliers that are compensated for using Capacity to
provide one Operating Reserve product are not simultaneously compensated for providing

another Operating Reserve product, or Regulation Service, using the same Capacity (consistent



with the additive nature of the market clearing price calculation formulae in Sections 15.4.5.1

and 15.4.6.1 of Rate Schedule 4 of the ISO Services Tariff).

6.5.2 Operating Reserves Charges

Each Transmission Customer engaging in an Export and each LSE shall pay an hourly
charge equal to the product of (A) cost to the 1ISO of providing all Operating Reserves for a given
hour; and (B) the ratio of (i) the LSE’s hourly Load or the Transmission Customer’s hourly
scheduled Export to (ii) the sum of all Load in the NYCA and all scheduled Exports for a given
hour. The cost to the ISO of providing Operating Reserves in each hour will equal the total
amount that the 1SO pays to procure Operating Reserves on behalf of the market in the Day-
Ahead Market and the Real-Time Market, less payments collected from entities that are
scheduled to provide less Operating Reserves in the Real-Time Market than in the Day-Ahead
Market during that hour, under Rate Schedule 4 of the 1ISO Services Tariff. The ISO shall
aggregate the hourly charges to produce a total charge for a given Dispatch Day.

Transmission Customers taking service under Section 5 of the OATT to supply Station
Power as third-party providers shall pay to the 1ISO a daily charge for this service equal to the
product of (A) the cost to the ISO of providing all Operating Reserves for the day less any
revenues from penalties collected during the day and (B) the ratio of (i) the Transmission
Customer’s Station Power supplied under Section 5 of the OATT for the day to (ii) the sum of all
Load in the NYCA and all scheduled Exports for the day. The ISO shall credit the daily charges
paid for Operating Reserves by Transmission Customers taking service under Section 5 of the
OATT to supply Station Power as third-party providers on a Load ratio share basis to the Load in

the NYCA for that day and all scheduled Exports for the day.



6.5.3 Self-Supply

Transmission Customers, including LSEs, may provide for Self-Supply of Operating
Reserve by placing generation facilities supplying any one of the Operating Reserves under ISO
Operational Control. The generation facilities must meet ISO rules for acceptability. The
amount that any such customer will be charged for Operating Reserves Services will be reduced
by the market value of the services provided by the specified generation facilities as determined
in the ISO Services Tariff. In addition, Transmission Customers, including LSEs, may enter into
Day-Ahead bilateral financial transactions, e.g., contracts-for-differences, in order to hedge

against price volatility in the Operating Reserves markets.



6.6 Schedule 6 - Black Start and System Restoration Services

Black Start and System Restoration Services are provided by key generation facilities that
are capable of starting without an outside electrical supply and/or that are otherwise integral to
the restoration of the system after an outage under the ISO’s Black Start and System Restoration
Services plan (the “ISO Plan’) and/or an individual Transmission Owner’s Black Start and

System Restoration Services plan.

6.6.1 Requirements

The ISO shall develop and periodically review a Black Start and System Restoration
Services plan for transmission facilities that are part of the ISO Plan. The ISO may amend this
restoration plan to account for changes in system configuration if the ISO determines that
additional Black Start and System Restoration Services are needed.

Transmission Customers shall pay a Black Start and System Restoration Services charge
on all Transactions to supply Load in the NYCA (including Internal Wheels and Import
Transactions) equal to the product of (a) the Transmission Customer's hourly Load Ratio Share
and (b) the hourly embedded cost charge for Black Start and System Restoration Services (net of
all payments forfeited due to a Generator’s failure to pass a required test of its ability to provide
Black Start and System Restoration Services).

The full restoration of the NYS Power System will require additional Black Start and
System Restoration Services from Generators, which are located in local Transmission Owner
areas and which are not presently listed in the ISO Plan. Although the 1ISO Plan will restore a
major portion of the NYS Power System, there are portions of the NYS Power System that will
remain under Transmission Owner restoration control. Where the Transmission Owner’s

restoration plan requires additional local Black Start and System Restoration Services, the ISO



will make payments for such local services directly to the Generators that provide them, under
the terms of Section 15.5.2 of Rate Schedule 5 to the ISO Services Tariff, except with respect to
Black Start and System Restoration Services payments that are subject to Section 15.5.3.1 of that
Rate Schedule. The LSEs in those local Transmission Owner areas will be additionally charged
for Black Start and System Restoration Services by the 1SO using the formula set forth in the
following paragraph, except with respect to Black Start and System Restoration Services changes
that are subject to Section 15.5.3.2 of Rate Schedule 5 to the ISO Services Tariff. Generating
facilities, which are obligated to provide Black Start and System Restoration Services as a result
of divestiture contract agreements, will not receive ISO payments for that service if they are
already compensated for such service as part of those divestiture contracts.

The charge for LSEs in Local Transmission Owner areas shall be equal to the product of
(a) the Transmission Customer's hourly Load Ratio Share of Load requiring local Black Start and
System Restoration Services, and (b) the hourly embedded cost charge for providing local Black
Start and System Restoration Services capability (net of all payments forfeited due to a local
generation facilities failure to pass a Black Start and System Restoration Services capability test),

described in ISO Services Tariff, Rate Schedule 5.

6.6.2 Self Supply

Transmission Customers may not Self-Supply this Black Start Capability Service.



6.7 Schedule 7 - Firm Point-To-Point Transmission Service

The charges for Firm Point-To-Point Transmission Service are described below. Section
2.7 of this Tariff contains the billing and settlement terms and identifies which customers are
responsible for paying each of the charges. Charges are based on actual transmission use with

billing units measured in MWh.

6.7.1 Transmission Usage Charge (“TUC”)

The monthly TUC (in $) shall be the sum of the hourly values for each hour in the month
of (i) the hourly Day-Ahead TUCs for Firm Point-To-Point Transmission Service scheduled in
the Day-Ahead Market, and (ii) the hourly Real-Time TUCs for Firm Point-To-Point
Transmission Service scheduled no later than ninety (90) minutes prior to such hour in the

Dispatch Day.

6.7.1.1  The hourly Day-Ahead TUC shall be calculated as follows:

Hourly Day-Ahead TUC = Scheduled Amount x (DALBMPpp - DALBMPRgp)

Where:

Scheduled Amount is the quantity of MWh scheduled for Firm Point-To-Point
Transmission Service in the Day-Ahead Market by the Transmission Customer for that
hour.

DALBMPpp is the Day-Ahead LBMP price of Energy (in $/MWh) in that hour measured
at the Point of Delivery (or withdrawal) as specified in the Transmission Service

schedule. The method used to calculate Day-Ahead LBMP is described in Attachment J.



DALBMPgp is the Day-Ahead LBMP price of Energy (in $/MWh) in that hour measured
at the Point of Receipt (or injection) as specified in the Transmission Service schedule.

The method used to calculate Day-Ahead LBMP is described in Attachment J.

6.7.1.2 The hourly Real-Time TUC shall be calculated as follows:

TUC for hourk For transaction j ZSLZ MW *ti* ( BMP i —LBMP ¢ :

600 4=
where:
MW;; = MW of the transaction for SCD execution interval i, for transaction j
n= Number of SCD intervals in an hour
ti= Number of seconds in interval | which are part of hour k
LBMP;r = LBMP at withdrawal location r for SCD execution interval
I, for transaction |
LBMP;s =  LBMP at injection locations for SCD execution interval |,
for transaction j
3600 = number of seconds in each hour
6.7.1.2.1 If the Transmission Customer submits a Transmission Service schedule,
after the close of the Day-Ahead Market schedule but no later then ninety (90)
minutes prior to such hour in the Dispatch Day, for an amount that is less than the
Scheduled Amount, the 1SO shall credit that Transmission Customer for the
difference at the Real-Time TUC.
6.7.1.2.2 If the Transmission Customer submits a Transmission Service schedule,

after the close of the Day-Ahead Market schedule but no later then ninety (90)

minutes prior to such hour in the Dispatch Day, for an amount that is greater than



the Scheduled Amount, the ISO shall charge that Transmission Customer for the

difference at the Real-Time TUC.

6.7.1.3  Exceptions to the requirement to pay the hourly TUC.

6.7.1.3.1 The hourly TUC shall not apply in any hour in which the 1SO physically
and financially Curtails the customer’s scheduled Transmission Service during the
Dispatch Day.

6.7.1.3.2 Transmission Customers with Grandfathered Rights that take
Transmission Service in the Day-Ahead Market that corresponds to that
customer’s Grandfathered Rights shall pay for Marginal Losses associated with
the hourly Day-Ahead LBMP in lieu of the TUC in accordance with Attachment

K.

6.7.2 Marginal Losses

Payments for Marginal Losses (the “Marginal Losses Cost”) shall equal the sum of the
Hourly Day-Ahead Marginal Losses Cost and any adjustment to that cost as a result of
subsequent schedule changes in the Real-Time Market (the “Hourly Real-Time Marginal Losses

Cost”)

6.7.2.1  Hourly Day-Ahead Marginal Losses Cost is calculated as follows:
Hourly Day-Ahead Marginal Losses Cost = Scheduled Amount x (DAMLCpp -
DAMLCRgp)

Where:



DAMLCpp is the Marginal Losses Component of the Day-Ahead LBMP measured at the
Delivery Point identified in the Transmission Customer’s schedule. The Day-Ahead
LBMP is calculated in accordance with Attachment J.

DAMLCkp is the Marginal Losses Component of the Day-Ahead LBMP measured at the
Receipt Point identified in the Transmission Customer’s schedule. The Day-Ahead

LBMP is calculated in accordance with Attachment J.

6.7.2.2  Hourly Real-Time Marginal Losses Cost is calculated as follows:

Hourly Real-Time Marginal Losses Cost = Scheduled Amount x (RTMLCpp -

RTMLCrgp)

Where:

RTMLCpp is the Marginal Losses Component of the Real-Time LBMP measured at the

Delivery Point identified in the Transmission Service schedule. The Real-Time LBMP is

calculated in accordance with Attachment J.

RTMLCkgp is the Marginal Losses Component of the Real-Time LBMP measured at the

Receipt Point identified in the Transmission Service schedule. The Real-Time LBMP is

calculated in accordance with Attachment J.

6.7.2.2.1 If the Transmission Customer submits a Transmission Service schedule,
after the close of the Day-Ahead Market schedule but no later than ninety (90)
minutes prior to such hour in the Dispatch Day, for an amount that is less than the
Scheduled Amount in the Day-Ahead Market, the ISO shall credit that
Transmission Customer for the difference in Marginal Losses Cost using the

Real-Time LBMP Marginal Losses Component.



6.7.3

6.7.2.2.2 If the Transmission Customer submits a Transmission Service schedule,
after the close of the Day-Ahead Market schedule but no later than ninety (90)
minutes prior to such hour in the Dispatch Day, for an amount that is greater than
the Scheduled Amount in the Day-Ahead Market, the ISO shall charge that
Transmission Customer for the difference in Marginal Losses Cost using the

Real-Time LBMP Marginal Losses Component.

Wholesale Transmission Service Charge (“WTSC”)

The Wholesale Transmission Service Charge (in $) is calculated as follows:

6.7.3.1  For Exports and Wheels Through

WTSC = Schedule Amount x WTSC Rate

Where:

Scheduled Amount is the quantity of MWh scheduled in each hour for that month for
Firm Point-To-Point Transmission Service by the Transmission Customer.

WTSC Rate is the Wholesale Transmission Service Charge Rate or combination of rates
that applies to the Transmission Customer’s Transmission Service as determined in

Attachment H.

6.7.3.2  For Imports and Internal Wheels

WTSC = Actual Energy Withdrawals x WTSC Rate

Where:

Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of Delivery
1dentified in the Transmission Customer’s Transmission Service schedule, in an hour.

The amount shall be determined by: (1) measurement with a revenue-quality meter; (2)



6.7.4

6.7.5

assessment in accordance with a Transmission Owner’s PSC-approved retail access
program or LIPA’s lawfully established retail access program where the customer’s
demand is not measured by a revenue-quality meter; or (3) using a method agreed to by
the customer and the applicable Transmission Owner until such time as a revenue-quality

meter is available.

Retail Transmission Service Charge (“RTSC”)

The rates and charges for retail transmission service are described in Part 5 of this Tariff.

NYPA Transmission Adjustment Charge (“NTAC”)

LSEs serving retail access Load will be charged an NTAC consistent with each

Transmission Owner's retail access program pursuant to Section 2.7 of this Tariff. The

Transmission Customer shall pay to the ISO each month the NTAC. NTAC (in $) is calculated

as follows:

6.7.5.1  For Exports and Wheels Through

NTAC = Scheduled Amount x NTAC Rate
Where:
NTAC Rate is the rate listed and described in Attachment H.

Scheduled Amount is the amount of MWh scheduled in each hour for that month for

Firm Point-To-Point Transmission Service by the Transmission Customer.

6.7.5.2  For Imports and Internal Wheels

NTAC = Actual MWh Withdrawals x NTAC Rate
Where:

NTAC Rate is the rate listed and described in Attachment H.



Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of Delivery
1dentified in the Transmission Customer’s Transmission Service schedule, in an hour.
The amount shall be determined by: (1) measurement with a revenue-quality meter; (2)
assessment in accordance with a Transmission Owner’s PSC-approved retail access
program or LIPA’s lawfully established retail access program where the customer’s
demand is not measured by a revenue-quality meter; or (3) using a method agreed to by
the customer and the applicable Transmission Owner until such time as a revenue-quality

meter is available.

6.7.6 Resales

The rates and rules governing charges and discounts stated above shall not apply to
resales of transmission service, compensation for which shall be governed by Section 23.1 of the

Tariff.



6.8

Schedule 8 - Non-Firm Point-To-Point Transmission Service

The charges for Non-Firm Point-To-Point Transmission Service are described below.

Section 2.7 of this Tariff contains the billing and settlement terms and identifies which customers

are responsible for paying each of the charges. Charges are based on actual transmission use

with billing units measured in MWh.

6.8.1

6.8.2

Marginal Losses

Hourly Real-Time Marginal Losses Cost is calculated as follows:

Hourly Real-Time Marginal Losses Cost = Scheduled Amount x

(RTMLCpp - RTMLCRp)

Where:

RTMLCpp is the Marginal Losses Component of the Real-Time LBMP measured at the
Delivery Point identified in the Transmission Service schedule. The Real-Time LBMP is
calculated in accordance with Attachment J.

RTMLCkgp is the Marginal Losses Component of the Real-Time LBMP measured at the
Receipt Point identified in the Transmission Service schedule. The Real-Time LBMP is

calculated in accordance with Attachment J.

Wholesale Transmission Service Charge (""WTSC")

The Wholesale Transmission Service Charge (in $) is calculated as follows:

6.8.2.1 For Exports and Wheels Through

WTSC = Schedule Amount x WTSC Rate

Where:



6.8.3

Tariff.

6.8.4

Scheduled Amount is the quantity of MWh scheduled in each hour for that month for
Non-Firm Point-To-Point Transmission Service by the Transmission Customer.

WTSC Rate is the Wholesale Transmission Service Charge Rate or combination of rates
that applies to the Transmission Customer's Transmission Service as determined in

Attachment H.

6.8.2.2  For Imports and Internal Wheels

WTSC = Actual Energy Withdrawals x WTSC Rate

Where:

Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of Delivery
identified in the Transmission Customer's Transmission Service schedule, in an hour.
The amount shall be determined by (I) measurement with a revenue-quality meter; (2)
assessment in accordance with a Transmission Owner's PSC-approved retail access
program or LIPA's lawfully established retail access program where the customer’s
demand is not measured by a revenue-quality meter; or (3) using a method agreed to by
the customer and the applicable Transmission Owner until such time as a revenue-quality

meter is available.

Retail Transmission Service Charge (“RTSC”)

The rates and charges for retail transmission service are described in Section 5 of this

NYPA Transmission Adjustment Charge (“NTAC”)

LSEs serving retail access load will be charged an NTAC consistent with each

Transmission Owner's retal access program pursuant to Section 2.7 of this Tariff. The



Transmission Customer shall pay to the ISO each month the NTAC. NTAC (in $) is calculated

as follows:

6.8.4.1 For Exports and Wheels Through

NTAC = Scheduled Amount x NTAC Rate

Where:

NTAC Rate is the rate listed and described in Attachment H.

Scheduled Amount is the amount of MWh scheduled in each hour for that month for

Non-Firm Point-To-Point Transmission Service by the Transmission Customer.

6.8.4.2  For Imports and Internals Wheels

NTAC = Actual MWh Withdrawals x NTAC Rate

Where:

NTAC Rate is the rate listed and described in Attachment H.

Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of Delivery
identified in the Transmission Customer’s Transmission Service schedule, in an hour.
The amount shall be determined by (1) measurement with a revenue-quality real-time
meter; (2) assessment in accordance with a Transmission Owner’s PSC-approved retail
access program or LIPA’s lawfully established retail access program where the
customer’s demand is not measured by a revenue-quality real-time meter; or (3) using a
method agreed to by the customer and the applicable Transmission Owner until such time

as a revenue-quality real-time meter is available.



6.8.5 Resales

The rates and rules governing charges and discounts stated above shall not apply to
resales of transmission service, compensation for which shall be governed by Section 23.1 of the

Tariff.



6.9 Schedule 9 - Network Integration Transmission Service

The charges for Network Integration Transmission Service are described below. Article
2.7 of this Tariff contains the billing and settlement terms and identifies which customers are
responsible for paying each of the charges. Charges are based on actual transmission use with

billing units measured in Mwh.

6.9.1 Transmission Usage Charge (“TUC”)

The monthly TUC (in $) shall be the sum of the hourly values for each hour in the month
of (i) the hourly Day-Ahead TUCs for Network Integration Transmission Service scheduled in
the Day-Ahead Market, and (ii) the hourly Real-Time TUCs for Network Integration
Transmission Service scheduled no later than ninety (90) minutes prior to such hour in the

Dispatch Day.

6.9.1.1 The hourly Day-Ahead TUC shall be calculated as follows:

Hourly Day-Ahead TUC = Scheduled Amount x (DALBMPpp - DALBMPRgp)
Where:

Scheduled Amount is the quantity of MWh scheduled for Network Integration
Transmission Service in the Day-Ahead Market by the Transmission Customer
for that hour.

DALBMPpp is the Day-Ahead LBMP price of energy (in $MWh) in that hour
measured at the Point of Delivery (or withdrawal) as specified in the
Transmission Service schedule. The method used to calculate Day-Ahead LBMP

is described in Attachment J.



DALBMPgp is the Day-Ahead LBMP price of energy (in $MWh) in that hour
measured at the Point of Receipt (or injection) as specified in the Transmission
Service schedule. The method used to calculate Day-Ahead LBMP is described

in Attachment J.

6.9.1.2 The hourly Real-Time TUC shall be calculated as follows:

TUC for hourk For transaction j :ﬁz MW *ti* ( BMP i —LBMP ¢ :
i=1

Where:

Mw;; = MW of the transaction for SCD execution interval i, for
transaction j

n= Number of SCD intervals in an hour

t = Number of seconds in interval i which are part of hour k

LBMP;r= LBMP at withdrawal location r for SCD execution interval

i, for transaction |

LBMP;s =  LBMP at injection locations for SCD execution interval i,
for transaction j

3600 = number of seconds in each hour

6.9.1.2.1 If the Transmission Customer submits a Transmission Service schedule,

after the close of the Day-Ahead Market schedule but no later then ninety (90)
minutes prior to such hour in the Dispatch Day, for an amount that is less than the
Scheduled Amount, the 1SO shall credit that Transmission Customer for the
difference at the Real-Time TUC.

6.9.1.2.2 If the Transmission Customer submits a Transmission Service schedule,
after the close of the Day-Ahead Market schedule but no later then ninety (90)

minutes prior to such hour in the Dispatch Day, for an amount that is greater than



the Scheduled Amount, the ISO shall charge that Transmission Customer for the

difference at the Real-Time TUC.

6.9.1.3 Exceptions to the requirement to pay the hourly TUC.

6.9.1.3.1 The hourly TUC shall not apply in any hour in which the 1SO physically
and financially Curtails the customer’s scheduled Transmission Service during the
Dispatch Day.

6.9.1.3.2 Transmission Customers with Grandfathered Rights that take
Transmission Service in the Day-Ahead Market that corresponds to that
customer’s Grandfathered Rights shall, subject to a Section 205 filing under the
Federal Power Act, pay for Marginal Losses associated with the hourly

Day-Ahead LBMP in lieu of the TUC.

6.9.2 Marginal Losses

Payments for Marginal Losses (the “Marginal Losses Cost”) shall equal the sum of the
Hourly Day-Ahead Marginal Losses Cost and any adjustment to that cost as a result of
subsequent schedule changes in the Real-Time Market (the “Hourly Real-Time Marginal Losses

Cost”)

6.9.2.1 Hourly Day-Ahead Marginal Losses Cost is calculated as follows:

Hourly Day-Ahead Marginal Losses Cost = Scheduled Amount x (DAMLCpp
- DAMLCRgp)

Where:



DAMLCpp is the Marginal Losses Component of the Day-Ahead LBMP
measured at the Delivery Point identified in the Transmission Customer’s
schedule. The Day-Ahead LBMP is calculated in accordance with Attachment J.
DAMLCkp is the Marginal Losses Component of the Day-Ahead LBMP
measured at the Receipt Point identified in the Transmission Customer’s

schedule. The Day-Ahead LBMP is calculated in accordance with Attachment J.

6.9.2.2 Hourly Real-Time Marginal Losses Cost is calculated as follows:

Hourly Real-Time Marginal Losses Cost = Scheduled Amount x (RTMLCpp

- RTMLCkp)

Where:

RTMLCpp is the Marginal Losses Component of the Real-Time LBMP measured

at the Delivery Point identified in the Transmission Service schedule. The

Real-Time LBMP is calculated in accordance with Attachment J.

RTMLCkgp is the Marginal Losses Component of the Real-Time LBMP measured

at the Receipt Point identified in the Transmission Service schedule. The

Real-Time LBMP is calculated in accordance with Attachment J.

6.9.2.2.1 If the Transmission Customer submits a Transmission Service
schedule, after the close of the Day-Ahead Market schedule but no later
than ninety (90) minutes prior to such hour in the Dispatch Day, for an
amount that is less than the Scheduled Amount in the Day-Ahead Market,
the 1SO shall credit that Transmission Customer for the difference in
Marginal Losses Cost using the Real-Time LBMP Marginal Losses

Component.



6.9.2.2.2 If the Transmission Customer submits a Transmission Service
schedule, after the close of the Day-Ahead Market schedule but no later
than ninety (90) minutes prior to such hour in the Dispatch Day, for an
amount that is greater than the Scheduled Amount in the Day-Ahead
Market, the 1SO shall charge that Transmission Customer for the
difference in Marginal Losses Cost using the Real-Time LBMP Marginal

Losses Component.

6.9.3 Wholesale Transmission Service Charge (“WTSC”)

The Wholesale Transmission Service Charge (in $) is calculated as follows:

6.9.3.1. For Exports and Wheels Through

WTSC = Schedule Amount x WTSC Rate
Where:
Scheduled Amount is the quantity of MWh scheduled in each hour for that
month for Network Integration Transmission Service by the Transmission
Customer.
WTSC Rate is the Wholesale Transmission Service Charge Rate or combination
of rates that applies to the Transmission Customer’s Transmission Service as

determined in Attachment H.

6.9.3.2. For Imports and Internal Wheels

WTSC = Actual Energy Withdrawals x WTSC Rate

Where:



Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of
Delivery identified in the Transmission Customer’s Transmission Service
schedule, in an hour. The amount shall be determined by: (1) measurement with a
revenue-quality meter; (2) assessment in accordance with a Transmission
Owner’s PSC-approved retail access program or LIPA’s lawfully established
retail access program where the customer’s demand is not measured by a
revenue-quality meter; or (3) using a method agreed to by the customer and the
applicable Transmission Owner until such time as a revenue-quality meter is

available.

6.9.4 Retail Transmission Service Charge (“RTSC”)
The rates and charges for retail transmission service are described in Section 5 of this

Tariff.

6.9.5 NYPA Transmission Adjustment Charge (“NTAC”)

LSEs serving retail access Load will be charged an NTAC consistent with each
Transmission Owner's retail access program pursuant to Section 2.7 of this Tariff. The
Transmission Customer shall pay to the ISO each month the NTAC. NTAC (in $) is calculated

as follows:

6.9.5.1 For Exports and Wheels Through

NTAC = Scheduled Amount x NTAC Rate
Where:

NTAC Rate is the rate listed and described in Attachment H.



Scheduled Amount is the amount of MWh scheduled in each hour for that month

for Network Integration Transmission Service by the Transmission Customer.

6.9.5.2 For Imports and Internals Wheels

NTAC = Actual MWh Withdrawals x NTAC Rate

Where:

NTAC Rate is the rate listed and described in Attachment H.

Actual MWh Withdrawal is the quantity of MWh withdrawn at the Point of
Delivery identified in the Transmission Customer’s Transmission Service
schedule, in an hour. The amount shall be determined by: (1) measurement with
a revenue-quality meter; (2) assessment in accordance with a Transmission
Owner’s PSC-approved retail access program or LIPA’s lawfully established
retail access program where the customer’s demand is not measured by a
revenue-quality meter; or (3) using a method agreed to by the customer and the
applicable Transmission Owner until such time as a revenue-quality meter is

available.



6.10 Schedule 10 - Rate Mechanism for the Recovery of the Reliability Facilities
Charge (“RFC”)

6.10.1 Applicability.

This rate mechanism establishes the Reliability Facilities Charge (“RFC”) for the
recovery of costs related to each regulated reliability transmission project undertaken pursuant to
a determination by the NYISO that a regulated solution is needed to address reliability needs
identified by the NYISO in its reliability planning process in accordance with Section 31.2.6.4 of
Attachment Y of the NYISO OATT and the NYISO/TO Reliability Agreement. For purposes of
this attachment, a regulated reliability transmission project includes a regulated backstop
transmission project or a regulated transmission Gap Solution proposed by a Responsible
Transmission Owner, or an alternative regulated transmission project proposed by a TO or an
Other Developer, provided that such alternative regulated transmission project has been
determined by the appropriate state regulatory agency(ies) as the preferred solution to the
identified Reliability Need. The rate mechanism shall not apply to projects undertaken by
Transmission Owners pursuant to Local Transmission Owner Planning Processes pursuant to
Section 31.1.1.2 and Section 31.2.1 of Attachment Y of the NYISO OATT. The RFC shall be
comprised of the revenue requirements related to: (i) each regulated reliability transmission
project filed with FERC by a Transmission Owner pursuant to the provisions of this
Attachment; (ii) any costs incurred by NYPA and filed with FERC by the NYISO pursuant to the
provisions of this Attachment; and (iii) any FERC approved costs incurred by an Other
Developer under Section 6.10.5 and filed with FERC by the NY1SO or Other Developer pursuant
to the provisions of this Attachment. Any costs incurred by LIPA and allocable to other
Transmission Districts will be collected under a separate LIPA RFC as set forth in

Section 6.10.4.3 and filed with FERC by the NYISO pursuant to the provisions of



Section 6.10.4.3. This RFC will provide for full recovery of all reasonably incurred costs related
to the preparation of proposals for, and the development, construction, operation and
maintenance of any regulated reliability transmission project undertaken pursuant to
Attachment Y of this tariff, including all reasonable costs related to such a project that is halted
in accordance with the provisions of the NYISO’s tariff and the NYISO/TO Reliability
Agreement. Subject to regulatory acceptance, the RFC shall include a reasonable return on
investment and any applicable incentives. The RFC established under this Attachment shall be
separate from the Transmission Service Charge (“TSC”) and the NYPA Transmission
Adjustment Charge (“NTAC”) determined in accordance with Attachment H of the NYISO
OATT. With respect to the recovery of costs incurred by LIPA and NYPA, the provisions of
Sections 6.10.1, and 6.10.2 through 6.10.3.4 of this Attachment shall not apply to LIPA or
NYPA, except as provided for in Sections 6.10.4.3 and 6.10.4.4 of this Attachment. The
recovery of costs related to development, construction, operation and maintenance of a regulated
reliability transmission project undertaken by LIPA or NYPA shall be pursuant to the provisions
of Sections 6.10.4.3 and 6.10.4.4 of this Attachment. The recovery of costs related to
development, construction, operation and maintenance of an Alternative Regulated Solution
proposed by an Other Developer shall be pursuant to the provisions of Section 6.10.5 of this

Attachment.

6.10.2 Recovery of Transmission Owner’s Costs Related to Regulated Reliability
Transmission Solutions.

Each Transmission Owner shall have on file at FERC the rate treatment that will be used
to derive and determine the revenue requirement to be included in the RFC, and for the LIPA
RFC as applicable, for regulated transmission projects undertaken pursuant to a determination by

the NYISO that a regulated solution is needed to address reliability needs identified by the



NYISO in its reliability planning process in accordance with Section 31.2.6.4 of Attachment Y
of the NYISO OATT. The filing will provide for the recovery of the full revenue requirement
for a regulated reliability transmission project consistent with FERC regulations including but
not limited to any incentives for the construction of transmission projects provided for in Section
219 of the Federal Power Act and the FERC regulations implementing that section. Pursuant to
a determination by the NYISO that a regulated solution is needed to address reliability needs
identified by the NYISO in its reliability planning process in accordance with Section 31.2.6.4 of
Attachment Y of the NYISO OATT, the Responsible Transmission Owner(s) proceeding with a
Regulated Transmission Backstop Solution or a Transmission Owner proceeding with an
Alternative Regulated Transmission Solution that is selected by the appropriate state agency as
the preferred solution, will proceed with the approval process for all necessary federal, state and
local authorizations for the requested project to which this RFC applies.

6.10.2.1 Upon receipt of all necessary federal, state, and local authorizations,
including FERC acceptance of the rate treatment, the Transmission Owner(s) shall commence
construction of the project.

6.10.2.2 Upon completion of the project, the Transmission Owner(s) or the NYISO
as applicable, will make an informational filing with FERC to provide the final project cost and
resulting revenue requirement to be recovered pursuant to this Attachment. The final project
cost and resulting revenue requirement will be reduced by any amounts that, pursuant to Section
25.7.12.3.3 of Attachment S to the NYISO OATT, have been previously committed by or
collected from Developers for the installation of System Deliverability Upgrades required for the
interconnection of generation or merchant transmission projects. The resulting revenue

requirement will become effective and recovery of project costs pursuant to this Attachment will



commence upon the making of the information filing with FERC, and shall not require and shall
not be dependent upon a re-opening or review of the Transmission Owner(s)’ revenue
requirements for the TSCs and NTAC set forth in Attachment H of the NYISO OATT. This
Section 6.10.2.2 also applies to the recovery of all reasonably incurred costs related to either a
regulated backstop transmission project or an alternative regulated transmission project that has
been selected by the appropriate state agency(ies) as the preferred solution and that is later
halted, including but not limited to reasonable and necessary expenses incurred to implement an
orderly termination of the project, in accordance with the provisions of the NYISO OATT and
the NYISO/TO Reliability Agreement. Following the information filing, the NYI1SO will bill the
RFC or LIPA RFC, as applicable.

6.10.2.3 The Transmission Owners may propose a non-transmission solution
subject to state jurisdiction to address a reliability need included in the Comprehensive
Reliability Plan, provided that the appropriate state agency(ies) has established procedures to
ensure full and prompt recovery of all reasonably incurred costs related to a project, comparable

to those set forth in this tariff for cost recovery for regulated reliability transmission projects.

6.10.3 RFC Revenue Requirement Recovery.

The RFC is to be billed by the NYISO and paid by the LSEs located in load zones to
which the cost of the transmission facilities have been allocated in accordance with
Attachment Y of the NYISO OATT. All LSEs in the load zones to which costs have been
allocated, including Transmission Owners, competitive LSEs and municipal systems, will be

billed by the NYISO.



6.10.3.1 The revenue requirement filed pursuant to Section 6.10.2.2 will be the
basis for the monthly RFC Rate ($/MWHh), and shall be applied by the NYISO to each LSE based
on its Actual Energy Withdrawals as set forth in Section 6.10.3.4.

6.10.3.2 To the extent that incremental transmission rights owned by the
Transmission Owner sponsoring the project are created as a result of a transmission project
implemented in accordance with Attachment Y of the NYISO OATT, those incremental
transmission rights that can be sold will be auctioned or otherwise sold by the NYISO. The
NYISO will disburse the associated revenues to the Transmission Owner(s). The associated
revenues will be used in the calculation of the RFC as set forth in Section 6.10.3.4. The
incremental transmission rights will continue to be sold for the depreciable life of the project,
and the revenues offset discussed above will commence upon the first payment of revenues
related to a sale of incremental transmission rights on or after the RFC is implemented for a
specific project. These incremental revenues shall not require and shall not be dependent upon
any reopening or any review of the Transmission Owner(s) TSCs or NTAC under Attachment H
of the NYISO OATT.

6.10.3.3 The NYISO will collect the appropriate RFC revenues on a monthly basis
and remit those revenues to the appropriate Transmission Owner(s) in accordance with the
NYISO’s billing and settlement procedures pursuant to Section 2.7.2.5 of the NYISO OATT.

6.10.3.4 The Billing Units for the monthly RFC Rate shall be based on the Actual
Energy Withdrawals available for the prior month for those zones determined to be allocated the

costs of the project in accordance with Attachment Y of the NYISO OATT.

Step 1: Calculate the $ assigned to each Zone



RFC,, = Z{[(Annual RR, — Incremental Transmission

peP

Rights Revenug, ) /12]*(Zonal Cost Allocation% )}

Step 2: Calculate a per-MWh Rate for each Zone

RFC Rate, = RFC,_/MWh

z,m

Step 3: Calculate monthly charge for each LSE in each Zone

Charge

=RFC Rate, , *MWh

m,l,z l,z,m

Step 4: Calculate monthly charge for each LSE across all Zones

Charge,,, :Z (Charge,,, ,)

zeZ

Where,

P = set of Projects

Z =set of NYISO Zones

MWh,, » = Actual Energy Withdrawals in zone z aggregated across all hours in month m

MWh | ; m= Actual Energy Withdrawals for LSE | in zone z aggregated across all hours in month

m
Rp = the annual Revenue Requirement for each Project as discussed in Section 6.10.2.2 above.

6.10.4 Recovery of Costs by an Unregulated Transmitting Utility.

An Unregulated Transmitting Utility is a Transmission Owner that, pursuant to Section
201(f) of the FPA is not subject to the Commission’s jurisdiction under Sections 205 and 206 of
the FPA. The recovery of costs related to the preparation of proposals for, and the development,
construction, operation and maintenance of, a regulated reliability transmission project
undertaken pursuant to Attachment Y of the NYISO OATT by LIPA, as an Unregulated
Transmitting Utility, shall be conducted as follows:

6.10.4.1 Upon the request of the NYISO, an Unregulated Transmitting Utility will

proceed with the process of receiving any necessary authorization for the requested project.



6.10.4.2 Upon receipt of all necessary federal, state and local authorizations, the
Unregulated Transmitting Utility shall commence with construction of the project.
6.10.4.3 Cost Recovery for LIPA
Transmission Owners other than LIPA that propose an alternative regulated transmission
project on Long Island would recovery any costs per Sections 6.10.2 through 6.10.3.4 of this
Attachment. Other Developers that propose an alternative regulated transmission project on
Long Island would recover any costs per Section 6.10.5 of this Attachment.
6.10.4.3.1 Any costs incurred for a regulated backstop reliability transmission project
or an alternative regulated transmission project undertaken by LIPA, as an Unregulated
Transmitting Utility, shall be recovered as follows:
6.10.4.3.1.1  For costs to LIPA customers: Cost will be recovered pursuant to a rate
recovery mechanism approved by the Long Island Power Authority’s Board of
Trustees pursuant to Article 5, Title 1-A of the New York Public Authorities Law,
Sections 1020-f(u) and 1020-s. Upon approval of the rate recovery mechanism,
LIPA shall provide to the NYISO, for purposes of inclusion within the NYI1SO
OATT and filing with FERC on an informational basis only, a description of the
rate recovery mechanism and the rate that LIPA will charge and collect from
responsible entities within the Long Island Transmission District in accordance
with the NYISO cost allocation methodology pursuant to Section 31.4.2.2 of
Attachment Y of the NYISO OATT.
6.10.4.3.1.2  For Costs to Other Transmission Districts: Where the NYI1SO determines
that there are responsible entities outside of the Long Island Transmission District

that should be allocated a portion of the costs of the regulated backstop reliability



transmission solution or an alternative regulated transmission solution undertaken
by LIPA, LIPA shall inform the NYISO of the amount of such costs. Such costs
will be an allocable amount of the cost base recovered through the recovery
mechanism described in Section 6.10.4.3.1.1 in accordance with the formula set
forth in Section 6.10.3.4. The costs of a LIPA regulated backstop reliability
transmission project or an alternative regulated transmission solution, allocable to
responsible entities outside of the Long Island Transmission District shall
constitute the “revenue requirement” that the NYISO shall include and, and
recover through, a separate “LIPA RFC”. The NYISO shall file the LIPA RFC
with the Commission as an informational filing. The NYISO will file such RFC
for Commission review under the same “comparability” standard as is applied to
review of changes in LIPA’s TSC under Attachment H of this tariff. LIPA shall
intervene in support of such filing at the Commission and shall take the
responsibility to resolve all concerns about the contents of the filing that might be
raised in such proceeding. The NYISO shall bill for LIPA the LIPA RFC to
responsible entities in Transmission Districts other than the Long Island
Transmission District consistent with Sections 6.10.3.1 through 6.10.3.4 and shall
remit the revenues collected to LIPA on a monthly basis.
6.10.4.4 Savings Clause. The inclusion in the NYISO OATT or in a FERC filing
on an informational basis of the charges for recovery of costs incurred by LIPA or NYPA related
to a regulated project undertaken pursuant to Attachment Y into the NYISO OATT, as provided

for in Sections 6.10.4.3 and 6.10.4.4, or the inclusion of such charges in the NYISO RFC



pursuant to Section 6.10.4.3.1.2, shall not be deemed to modify the treatment of such rates as

non-jurisdictional pursuant to Section 201(f) of the FPA.

6.10.5 Recovery of Costs Incurred by an Other Developer Related to an
Alternative Regulated Solution.

6.10.5.1 The RFC shall be used as the cost recovery mechanism for the recovery of
the costs of an alternative regulated reliability transmission project pursuant to a determination
by the NYISO that a regulated solution is needed to address reliability needs identified by the
NYISO in its reliability planning process in accordance with Section 31.2.6.4 of Attachment Y
of the NYISO OATT, that is proposed, developed or constructed by an Other Developer who is
otherwise authorized to propose, develop or construct a regulated transmission project under
applicable state and federal law, and that has been determined by the appropriate state regulatory
agency(ies) as the preferred solution to the identified Reliability Need , and who is authorized by
FERC to recover costs under this rate mechanism. Provided however, nothing in this cost
recovery mechanism shall be deemed to create any additional rights for an Other Developer to
proceed with a regulated transmission project that such Other Developer does not otherwise have
at law. The provisions of Sections 6.10.3 through 6.10.3.4 of this Attachment shall be applicable
to the recovery of the costs incurred by an Other Developer for proposing, developing and
constructing an alternative regulated transmission project that has been determined by the
appropriate state regulatory agency(ies) as the preferred solution to the identified Reliability
Need.

6.10.5.2 Upon receipt of all necessary federal, state, and local authorizations,
including FERC acceptance of a Section 205 filing authorizing cost recovery under the NY1SO
tariff, the Other Developer shall commence construction of the project. Upon completion of the

project, the Other Developer and/or the NY1SO, as applicable, will make a filing with FERC to



provide the final project cost and resulting revenue requirement to be recovered pursuant to this
Attachment. The resulting revenue requirement will become effective and recovery of project
costs pursuant to this Attachment will commence upon the acceptance of the filing by FERC.
This Section 6.10.5.2 also applies to the recovery of all reasonably incurred costs related to a
project that has been selected as the preferred solution by the appropriate state regulatory
agency(ies) and is later halted, including but not limited to reasonable and necessary expenses
incurred to implement an orderly termination of the project, in accordance with the provisions of
the NYISO OATT.

6.10.5.3 Other Developers may also propose a non-transmission solution subject to

state jurisdiction to address a Reliability Need included in the Comprehensive Reliability Plan.



6.11 Schedule 11 - Penalty Cost Recovery
6.11.1 Direct Allocation of Costs Associated With NERC Penalty Assessments
6.11.1.1 Purpose and Objectives

Under the NERC Functional Model and the NERC Rules of Procedure, Registered
Entities within a specific function may be assessed penalties by FERC, NERC, and/or NPCC for
violations of NERC Reliability Standards. Pursuant to the terms and conditions of the Tariff and
the ISO Procedures, certain tasks associated with Reliability Standards compliance may be
performed either by the ISO and/or the Customers even when they are not the Registered Entity.
This Schedule furnishes a mechanism by which either the ISO or a Customer may directly
allocate, with FERC approval, monetary penalties imposed by FERC, NERC and/or NPCC on
the Registered Entity to entity or entities whose conduct is determined by NERC or the Regional
Entity to have led to a Reliability Standard violation. For purposes of this rate schedule, the
terms “Customer” and “Market Participant” shall include Transmission Owners. The purpose of
this schedule is to allow for cost allocation; nothing in this schedule is intended to affect the
obligations of Registered Entities for compliance with NERC Reliability Standards. Penalties
that are assessed against the 1SO on or after the effective date of this Section shall be recoverable
as provided in this Section regardless of the date of the violation(s) for which the penalty is
assessed. Notwithstanding any provisions of the ISO’s Tariffs or ISO Related Agreements,
including those provisions requiring stakeholder approval for Section 205 filings in certain
instances, the ISO has the independent authority to make Section 205 filings in accordance with
the provisions of this Schedule 11 after consultation with the Management Committee as

provided in Section 5.1.1(c) of the Services Tariff or Section 2.11.6(c) of the ISO OATT.



6.11.1.2 Definitions

All defined terms in this Schedule shall have the meaning given to them in the Tariff and

the 1SO Procedures unless otherwise stated below.

Compliance Monitoring and Enforcement Program (CMEP) - The program to be used by the
NERC and the Regional Entities to monitor, assess and enforce compliance with the NERC
Reliability Standards. As part of a Compliance Monitoring and Enforcement Program, NERC
and the Regional Entities may, among other things, conduct investigations, determine fault and
assess monetary penalties.

NERC Functional Model - Defines the set of functions that must be performed to ensure the
reliability of the bulk power system. The NERC Reliability Standards establish the requirements
of the responsible entities that perform the functions defined in the Functional Model.

NERC Reliability Standards - Those standards that have been developed by NERC and
approved by FERC to ensure the reliability of the bulk power system.

NERC Rules of Procedure - The rules and procedures developed by NERC and approved by
the FERC. These rules include the process by which a responsible entity, which is to perform a
set of functions to ensure the reliability of the bulk power system, must register as the Registered
Entity.

Registered Entity - The entity registered under the NERC Functional Model and NERC Rules
of Procedures for the purpose of compliance with NERC Reliability Standards and responsible
for carrying out the tasks within a NERC function without regard to whether a task or tasks are
performed by another entity pursuant to the terms of the ISO’s Tariffs and ISO Related
Agreements.

Regional Entity - An entity to whom NERC has delegated Electric Reliability Organization
(ERO) functions in a particular geographic region. For the ISO region, the applicable Regional
Entity is the Northeast Power Coordinating Council (NPCC).

6.11.1.3 Allocation of Costs When the I1SO is the Registered Entity

6.11.1.3.1 If FERC, NERC and/or NPCC assesses a monetary penalty against the
ISO as the Registered Entity for a violation of a NERC Reliability Standard(s),
and the conduct of a Customer or Customers contributed to the Reliability
Standard violation(s) at issue, then the ISO may directly allocate such penalty
costs or a portion thereof to the Customer or Customers whose conduct
contributed to the Reliability Standards violation(s), provided that all of the

following conditions have been satisfied:



1) Pursuant to the CMEP, the Customer or Customers received notice and an
opportunity to fully participate in the underlying CMEP proceeding;

2) This CMEP proceeding produced a root cause finding, subsequently filed
with FERC, that the Customer contributed, either in whole or in part, to
the NERC Reliability Standards violation(s); and

3) A NERC filing of the root cause finding identifying the Customer’s or
Customers’ conduct as causing or contributing to the Reliability Standards
violation charged against the ISO as the Registered Entity is made at
FERC.

6.11.1.3.2 The 1SO will notify the Customer or Customers found to have contributed
to a violation, either in whole or in part, in the CMEP proceedings. Such
notification shall set forth in writing the ISO’s intent to invoke this Section
6.11.1.3 and directly assign the costs associated with a monetary penalty to the

Customer or Customers. Such notification shall (i) state that the 1SO believes the

criteria for direct assignment and allocation of costs under this Schedule have

been satisfied; and (ii) describe the underlying factual basis supporting a penalty
cost assignment, including a description of the conduct contributing to the
violation and the nature of the violation of the ISO Tariffs or ISO Related

Agreement requirements.

6.11.1.3.3 A failure by a Customer or Customers to participate in the CMEP
proceedings will not prevent the 1ISO from directly assigning the costs associated
with a monetary penalty to the responsible Customer or Customers provided all

other conditions set forth herein have been satisfied.



6.11.1.3.4 Where the Regional Entity’s and/or NERC’s root cause analysis finds that
more than one party’s conduct contributed to the Reliability Standards
violation(s), the ISO shall inform all involved Customers and shall make an initial
apportionment for purposes of the cost allocation on a basis reasonably
proportional to the parties’ relative fault consistent with NERC’s root cause
analysis.

6.11.1.3.5 If the ISO and the involved Customer(s) agree on the proportion of penalty
cost allocation, such agreement shall be submitted to the FERC pursuant to
Section 205 of the Federal Power Act for approval.

6.11.1.3.6 Should the Customer(s) disagree with the 1SO’s initial apportionment of
the penalty based on each party’s relative fault, then the parties shall meet in an
attempt to informally resolve the penalty allocation. If the parties cannot agree
informally, the matter shall be submitted to the FERC pursuant to Section 205 of
the Federal Power Act.

6.11.1.3.7 Once there is a final order by FERC regarding the ISO’s ability to directly
assign the penalty amounts, the ISO shall include such amounts in the appropriate
Customer’s or Customers’ next monthly invoice. Such payment amount shall be
due with interest calculated at the FERC authorized refund rate from the date of
payment of the penalty by the ISO, provided however, nothing precludes the
Customer or Customers from paying such penalty when it becomes due for the
ISO to avoid paying interest costs. If the Customer pays such penalty under
protest when it becomes due and prior to a final order by FERC and such

Customer is thereafter found not liable, the Customer is entitled to a refund of the



penalty amount from the ISO, with interest calculated at the FERC authorized

refund rate from the date the Customer pays the penalty.

6.11.1.4  Allocation of Costs When a Customer is the Registered Entity

6.11.1.4.1 If FERC, NERC and/or NPCC assesses a monetary penalty against a
Customer as the Registered Entity for a violation of a NERC Reliability
Standard(s), and the conduct of the ISO contributed to the Reliability Standard
violation(s) at issue, then such Customer may directly allocate such penalty costs
or portion thereof to the ISO to the extent the ISO’s conduct contributed to the
Reliability Standards violation(s), provided that the following conditions have
been satisfied:

6.11.1.4.1.1 Pursuant to the CMEP, the ISO received notice and an opportunity to fully
participate in the underlying CMEP proceeding;

6.11.1.4.1.2 This CMEP proceeding produced a root cause finding, subsequently filed
with FERC, that the 1SO contributed, either in whole or in part, to the NERC
Reliability Standards violation(s); and

6.11.1.4.1.3 A NERC filing of the root cause finding identifying the ISO’s conduct as
causing or contributing to the Reliability Standards violation charged against the
Customer as the Registered Entity is made at FERC.

6.11.1.4.2 The Customer shall notify the 1SO if the ISO is found to have contributed
to a violation, either in whole or in part in the CMEP proceedings. Such
notification shall set forth in writing the Customer’s intent to invoke this
Section 6.11.1.4 and directly assign the costs associated with a monetary penalty

to the ISO. Such naotification shall (i) state that the Customer believes the criteria



for direct assignment and allocation of costs under this Schedule have been
satisfied; and (ii) describe the underlying factual basis supporting a penalty cost
assignment, including a description of the conduct contributing to the violation
and, where applicable, the nature of the violation of the ISO Tariffs or ISO
Related Agreement requirements.

6.11.1.4.3 A failure by the ISO to participate in the CMEP proceedings will not
prevent the Customer from directly assigning the costs associated with a monetary
penalty to the ISO provided all other conditions set forth herein have been
satisfied.

6.11.1.4.4 Where the Regional Entity’s and/or NERC’s root cause analysis finds that
the ISO’s conduct contributed to the Reliability Standards violation(s), the
Customer shall inform the 1ISO and shall make an initial apportionment for
purposes of the cost allocation on a basis reasonably proportional to the parties’

relative fault consistent with NERC’s root cause analysis.

6.11.1.45 If the ISO and the involved Customer agree on a proportion of penalty
cost allocation, such agreement shall be submitted to the FERC pursuant to
Section 205 of the Federal Power Act.

6.11.1.4.6 Should the ISO disagree with the Customer’s initial apportionment of the
penalty based on each party’s relative fault, then the parties shall meet in an
attempt to informally resolve the penalty allocation. If the parties cannot agree
informally, the matter shall be submitted to the FERC pursuant to Section 205 of

the Federal Power Act.



6.11.1.4.7 Once there is a final order by FERC regarding the Customer’s direct
assignment of costs to the 1SO, the 1SO shall pay such amount with interest
calculated at the FERC authorized refund rate from the date of payment of the
penalty by the Registered Entity. The ISO shall thereafter pursue the recovery of
such costs in accordance with Section 6.11.3 of this Schedule 11. Nothing
precludes the ISO from paying such penalty when it becomes due for the
Registered Entity to avoid paying interest costs. If the ISO pays such penalty
under protest when it becomes due and prior to a final order by FERC and the ISO
thereafter is found not liable, the ISO is entitled to a refund of the penalty amount
from the Customer with interest calculated at the FERC authorized refund rate
from the date of payment of the penalty by the 1ISO. The ISO shall thereafter
refund any amounts that were collected from all Customers pursuant to Section

6.11.3 of this Schedule 11.

6.11.2 Allocation of Costs Associated With Other Reliability Penalty Assessments
6.11.2.1 Purpose and Objectives

The ISO is responsible for performing specific functions under other applicable state and
federal regulatory requirements and may be assessed penalties by other regulatory bodies for
violations of applicable regulatory requirements. Section 6.11.3 of this Schedule furnishes a
mechanism by which the ISO may seek to recover monetary penalties imposed by such
regulatory authorities. Penalties that are assessed against the ISO on or after the effective date of
this Section shall be recoverable as provided in this Section regardless of the date of the
violation(s) for which the penalty is assessed. Notwithstanding any provisions of the ISO’s

Tariffs or ISO Related Agreements, including those provisions requiring stakeholder approval



for Section 205 filings in certain instances, the 1SO has the independent authority to make
Section 205 filings in accordance with the provisions of this Schedule 11 after consultation with
the Management Committee as provided in Section 5.1.1(c) of the Services Tariff and in Section

2.11.6(c) of the ISO OATT.

6.11.3 Allocation of Costs Associated With Penalty Assessments
6.11.3.1

Where a particular Customer or Customers cannot be identified as the root cause of a
penalty assessment against the 1ISO or if the ISO is assessed a penalty because of its own action
or inaction that resulted in a reliability standard violation or a violation of applicable state or
federal regulatory requirements, or if the I1SO is allocated a penalty under Section 6.11.1.4 of this
Schedule 11, the ISO may seek to recover such penalty costs in accordance with this
Schedule 11. Any inclusion of penalty assessments in this Schedule 11 must first be approved
by FERC on a case-by-case basis, as provided in Reliability Standard Compliance and
Enforcement in Regions with Regional Transmission Organizations or Independent System
Operators, Docket No. AD07-12-000, 122 FERC { 61,247 (2008), or any successor policy.
Notwithstanding any provisions of the ISO’s Tariffs or ISO Related Agreements, including those
provisions requiring stakeholder approval for Section 205 filings in certain instances, the 1ISO has
the independent authority to make Section 205 filings in accordance with the provisions of this
Schedule 11 after consultation with the Management Committee as provided in Section 5.1.1(c)

of the Services Tariff or Section 2.11.6(c) of the ISO OATT.

6.11.3.2

Any and all costs associated with the imposition of NERC Reliability Standards penalties

or penalties assessed by other regulatory authorities that may be assessed against the ISO either



directly by NERC, other regulatory authority or allocated by a Customer or Customers under this
Schedule shall be (i) paid by the 1ISO notwithstanding the limitation of liability provisions in this
Tariff or the Services Tariff; and (ii) recovered as set forth in this Schedule 11, after consultation
with the Management Committee as provided in Section 5.1.1(c) of the Services Tariff or

Section 2.11.6(c) of the ISO OATT, or as otherwise approved by the FERC.

6.11.3.3

Penalties that are assessed against the 1ISO on or after the effective date of this section
shall be recoverable as provided in this section regardless of the date of the violation(s) for which

the penalty is assessed.

6.11.3.4  Allocation Basis and Invoicing

6.11.34.1 Allocation Basis. Any penalties that are permitted recovery under Section
6.11.3.0 of this Schedule 11 shall be allocated 50% to all injection billing units
and 50% to all withdrawal billing units. The rate to be applied to injection and
withdrawal billing units in each month shall be the quotient of the amount of these
costs to be included in the month divided by the sum of the total injection and
withdrawal billing units for the month. This rate shall then be multiplied by each
Transmission Customer’s aggregate injection and withdrawal billing units for the
month.

6.11.3.4.2 Billing Units. For all charges calculated under Section 6.11.3.0 of this
Rate Schedule, the Transmission Customer’s injection billing units shall be based
on Actual Energy Injections (for all internal injections) or Scheduled Energy
Injections (for all Import Energy injections) in the New York Control Area,

including injections for wheelthroughs. The Transmission Customer’s



withdrawal billing units shall be based on its Actual Energy Withdrawals for all
Transmission Service to supply Load in the NYCA, and hourly Energy schedules
for all Wheels Through and Exports.

6.11.3.4.3 Invoicing. Once there is a final order by FERC regarding the ISO’s ability
to recover penalty amounts, the ISO shall include such amounts in the next
monthly invoice utilizing the billing units described in Section 6.11.3.4.2 of this
Schedule 11 for the month of infraction. For purposes of this calculation, the
“month of infraction” shall be the service month in which the violation occurred.
Should the penalty be assessed for a violation occurring over multiple service
months, the penalty to be recovered for each service month shall be the total
penalty to be recovered through Section 6.11.3 of this Schedule divided by the
number of months over which the violation occurred. Whenever practicable, the
ISO shall recover this Rate Schedule 11 charge in the invoice issued in the month
following the month in which the NYISO incurs the penalty charge. The ISO
may recover penalty charges over several months if, in its discretion, the ISO
determines such method of recovery to be a prudent course of action. In the event
that one or more entities who otherwise would have been apportioned a share of
the penalty are no longer Customers, the 1SO shall adjust the remaining
Customers’ shares of the penalty costs, on a proportional basis, if necessary to

fully recover the penalty charge.



6.12 Schedule 12 - Rate Mechanism for the Recovery of the
Highway Facilities Charge (“HFC”)

6.12.1 Applicability.

This rate mechanism establishes the Highway Facilities Charge (“HFC”) for the recovery
of that portion of the costs related to Highway System Deliverability Upgrades (“Highway
SDUs”) required for deliverability under Section 25.7.12 of Attachment S of the NYISO OATT
that are allocated to Load Serving Entities (“LSEs”). The rate mechanism shall not apply to: (i)
the extent that a Highway SDU is undertaken and funded pursuant to Attachment Y of the
NYISO OATT; (ii) costs for System Upgrade Facilities or System Deliverability Upgrades that
are allocated to Developers or Interconnection Customers in accordance with Attachments S, X
or Z; or (iii) costs of transmission expansion projects undertaken in connection with an
individual request for Transmission Service under Sections 3.7 or 4.5 of the NYISO OATT. The
HFC shall be comprised of the revenue requirements related to each Highway SDU filed with
FERC by a Transmission Owner pursuant to the provisions of this Schedule. The HFC will
provide for full recovery of all reasonably incurred costs related to the development,
construction, operation and maintenance of any Highway SDU undertaken pursuant to
Attachment S of this tariff (including costs for a Highway SDU that is subsequently halted
through no fault of the constructing Transmission Owner) that are allocated to LSES. Subject to
regulatory acceptance, the HFC shall include a reasonable return on investment. The HFC
established under this Schedule shall be separate from the Transmission Service Charge (“TSC”)
and the NYPA Transmission Adjustment Charge (“NTAC”) determined in accordance with
Attachment H of the NYISO OATT and the Reliability Facilities Charge (“RFC”) established in

accordance with Attachment Y and Rate Schedule 10 of the NYISO OATT.



6.12.2 Recovery of Transmission Owner’s Costs Related to Highway SDUs.

Each Transmission Owner shall file with FERC the rate treatment, prior to the
implementation of any HFC, that will be used to derive and determine the revenue requirement
to be included in the HFC for Highway SDUs undertaken pursuant to a Class Year Deliverability
Study and allocated to LSEs in accordance with Section 25.7.12 of Attachment S of the NYISO
OATT. The rate treatment will provide for the recovery of the full revenue requirement for that
portion of a Highway SDU that is allocated to LSEs consistent with the provisions of Attachment
S and this Rate Schedule. Pursuant to a determination by the NYISO that the threshold for
construction of a Highway SDU has been crossed in accordance with Section 25.7.12.3.1 of
Attachment S of the NYISO OATT, Transmission Owner(s) responsible for constructing the
Highway SDU will proceed with the approval process for all necessary federal, state and local
authorizations for the requested project to which this HFC applies.

6.12.2.1 Upon receipt of all necessary federal, state, and local authorizations,
including FERC acceptance of the rate treatment, the Transmission Owner(s) shall commence
construction of the project.

6.12.2.2 The portion of the cost of the Highway SDU to be allocated to LSEs will
be reduced by any Headroom payments made to the constructing Transmission Owner by a
subsequent Developer or Interconnection Customer prior to the completion of the project.

6.12.2.3 Upon completion of the project, the Transmission Owner(s) will make an
informational filing with FERC to provide the final project cost and resulting revenue
requirement to be recovered pursuant to this Schedule. The recovery of project costs pursuant to
this Schedule will commence on the effective date proposed in the informational filing and
accepted by FERC, and shall not require and shall not be dependent upon a re-opening or review

of the Transmission Owner’s revenue requirements for the TSCs and NTAC set forth in



Attachment H of the NYISO OATT. Following the informational filing, the NYI1SO will bill the

HFC, as applicable.

6.12.3 HFC Revenue Requirement Recovery.

The HFC is to be invoiced by the NYISO and paid by the LSEs allocated in accordance
with Section 25.7.12.3.2 of Attachment S of the NYISO OATT. All LSEs to which costs have
been allocated, including Transmission Owners, non-Transmission Owner LSEs and municipal
systems, will be invoiced by the NYI1SO.

6.12.3.1 The revenue requirement filed pursuant to Section 6.12.2.3 will be the
basis for the monthly HFC, and shall be allocated by the NYISO to each LSE based on its
proportionate share of the ICAP requirement in the statewide capacity market, adjusted to
subtract locational capacity requirements as set forth in Attachment S.

6.12.3.2 The monthly HFC shall include operation and maintenance costs for the
proportionate share of the Highway SDU funded by LSEs.

6.12.3.3 LSEs will not be responsible for actual costs in excess of their share of the
final Class Year estimated cost of the Highway SDU if the excess results from causes within the
control of a Transmission Owner(s) responsible for constructing the Highway SDU as described
in Section 25.8.6.4 of Attachment S.

6.12.3.4 To the extent that Incremental TCCs are created as a result of a Highway
SDU implemented in accordance with Attachment S of the NYISO OATT, that portion of those
Incremental TCCs attributed to LSEs pursuant to Attachment S that can be sold will be auctioned
or otherwise sold by the NYISO. The NYISO will disburse or credit the associated revenues to
the LSEs. These Incremental TCCs will continue to be sold for so long as LSEs are responsible

for funding the Highway SDU through an HFC, and the disbursements or credits discussed



above will commence upon the first payment of revenues related to a sale of Incremental TCCs
on or after the HFC is first invoiced for a specific Highway SDU. These incremental revenues
shall not require and shall not be dependent upon any reopening or any review of the
Transmission Owner(s) TSCs or NTAC under Attachment H of the NYISO OATT.

6.12.3.5 The NYISO will collect the appropriate HFC revenues on a monthly basis
and remit those revenues to the appropriate Transmission Owner(s) in accordance with the
NYISO’s billing and settlement procedures pursuant to the NYISO OATT.

6.12.3.6 The monthly HFC shall be based on the ICAP requirement in the
statewide capacity market, adjusted to subtract locational capacity requirements for those LSEs
determined to be allocated the costs of the project in accordance with Section 25.7.12 of
Attachment S of the NYISO OATT.

6.12.3.6.1 For Year 1, the LSEs’ ICAP requirements for the most recent NYISO
Capability Year prior to the in-service date of the Highway SDU shall be used for cost
allocation.

6.12.3.6.2 For subsequent years, the billing cycle shall be adjusted, if necessary, to
start following the establishment of the LSEs’ ICAP requirements for the current Capability
Year.

6.12.3.6.3 Each LSE’s share of the monthly HFC shall be allocated as follows: LSE
HFC Allocation = Monthly HFC x (LSE ICAP Requirement - Locational ICAP Requirement (if
applicable))/(Statewide ICAP Requirement — Sum of Locational ICAP Requirements)

6.12.3.6.4 Billing true-ups to account for load shifting between LSEs will be based
upon the existing ICAP methodology, as appropriate. These true-ups will occur on a monthly

basis.



6.12.3.6.5 Revenue shortfalls, if any, will be allocated to the remaining LSEs in
proportion to their ICAP requirements for the Capability Year. Billing adjustments for revenue

shortfalls will occur on a monthly basis.

6.12.4 Headroom Accounting.

As new generators and merchant transmission facilities come on line and use the
Headroom created by a prior Highway SDU, the Developers or Interconnection Customers of
those new facilities will reimburse prior Developers or Interconnection Customers or will
compensate the LSEs who funded the Highway SDU Headroom in accordance with Sections
25.8.7 and 25.8.8 of Attachment S.

6.12.4.1 The Developer or Interconnection Customer of the subsequent project
shall make a lump sum payment to the constructing Transmission Owner(s) proportional to the
electrical use of the Headroom in the account by the Developer’s or Interconnection Customer’s
project.

6.12.4.1.1 Payment shall be made as soon as the cost responsibilities of the
subsequent Developer or Interconnection Customer are determined in accordance with
Attachment S.

6.12.4.1.2 Payment to the constructing Transmission Owner(s) will be based upon
the depreciated amount of the Highway SDU in the constructing Transmission Owner’s
accounting records.

6.12.4.1.3 The constructing Transmission Owner(s) will adjust their revenue
requirement to account for the payment received from the subsequent Developer or

Interconnection Customer to lower the HFC charged to LSEs going forward.



6.12.4.2 The NYISO will credit the subsequent Developer or Interconnection
Customer with any revenues derived from the monetization of Incremental TCCs created by the
Highway SDU in proportion to the use of Headroom by the Developer’s or Interconnection
Customer’s project. Credits to the LSEs from sales of Incremental TCCs will be reduced

proportionately.



1.0

2.0

3.0

4.0

5.0

6.0

Attachment A - Form of Service Agreement for Firm Point-To-Point Transmission
Service

This Service Agreement, dated as of , Is entered into, by and
between (the “ISO”), and (“Transmission
Customer™).

The Transmission Customer has been determined by the 1SO to have a Completed
Application for Firm Point-To-Point Transmission Service under the Tariff.

Service under this agreement shall commence on the later of () the requested service
commencement date, or (2) the date on which construction of any Direct Assignment
Facilities and/or Network Upgrades are completed, or (3) such other date as it is
permitted to become effective by the Commission. Service under this agreement shall
terminate on such date as mutually agreed upon by the parties.

The 1SO agrees to provide and the Transmission Customer agrees to pay for Firm Point-
To-Point Transmission Service in accordance with the provisions of Part Il of the Tariff
and this Service Agreement.

Any notice or request made to or by either Party regarding this Service Agreement shall
be made to the representative of the other Party as indicated below.

1S0:

Transmission Customer:

The Tariff is incorporated herein and made a part hereof.



IN WITNESS WHEREOF, the Parties have caused this Service Agreement to be executed by
their respective authorized officials.

By:

By:

2.0

3.0

4.0

5.0

1S0:

Name Title Date

Transmission Customer:

Name Title Date

Specifications For Firm Point-To-Point
Transmission Service

Term of Transaction:

Start Date:

Termination Date:

Description of Capacity and Energy to be transmitted by 1SO including the electric
Control Area in which the transaction originates.

Point(s) of Receipt:

Delivering Party:

Point(s) of Delivery:

Receiving Party:

Maximum amount of Capacity and Energy to be transmitted:




6.0

7.0

8.0

Designation of party(ies) subject to reciprocal service obligation:

Name(s) of any Intervening Systems providing transmission service:

Service under this Agreement may be subject to some combination of the charges
detailed below. (The appropriate charges for individual Transactions will be determined
in accordance with the terms and conditions of the Tariff.)

8.1

8.2

8.3

8.4

8.5

Transmission Service Charge:

System Impact and/or Facilities Study Charge(s):

Direct Assignment Facilities Charge:

Ancillary Services Charges:

Other Charges:




1.0

2.0

3.0

4.0

5.0

6.0

Attachment B - Form of Service Agreement for Non-Firm Point-To-Point
Transmission Service

This Service Agreement, dated as of , Is entered into, by and between
(the 1SO), and (Transmission Customer).

The Transmission Customer has been determined by the ISO to be a Transmission
Customer under Section 3 of the Tariff and has filed a Completed Application for Non-
Firm Point-To-Point Transmission Service in accordance with Section 3 of this Tariff.

Service under this Agreement shall be provided by the ISO upon request by an authorized
representative of the Transmission Customer.

The Transmission Customer agrees to supply information the ISO deems reasonably
necessary in accordance with Good Utility Practice in order for it to provide the requested
service.

The ISO agrees to provide and the Transmission Customer agrees to pay for Non-Firm
Point-To-Point Transmission Service in accordance with the provisions of Section 3 of
the Tariff and this Service Agreement.

Any notice or request made to or by either Party regarding this Service Agreement shall
be made to the representative of the other Party as indicated below.

1SO:

Transmission Customer:




7.0  The Tariff is incorporated herein and made a part hereof.

IN WITNESS WHEREOF, the Parties have caused this Service Agreement to be executed by
their respective authorized officials.

1SO:

By:
Name
Title
Date

Transmission Customer:

By:

Name

Title

Date



9 Attachment C - Methodology to Assess Available Transfer Capability

The ISO shall calculate Firm and Non-Firm Available Transfer Capability ("ATC")

according to the procedures set forth in this Attachment C.



9.1 Overview

The ISO shall calculate and post ATC values for its Internal and External Interfaces and
for Scheduled Lines. The ISO’s Interfaces represent a defined set of transmission facilities that
separate Locational Based Marginal Pricing (LBMP) Load Zones within the New York Control
Area and that separate the New York Control Area from adjacent Control Areas. External
Interfaces may be represented by one or more Proxy Generator Buses for scheduling and
dispatching purposes. Each Proxy Generator Bus may be associated with distinct, posted ATC
values. Scheduled Lines represent a transmission facility or set of transmission facilities that
provide a separate scheduling path interconnecting the 1ISO to an adjacent Control Area. Each
Scheduled Line is associated with a distinct Proxy Generator bus for which the ISO separately
posts ATC.

ATC shall be calculated and posted after the close of the ISO’s Day-Ahead Market and
Real-Time Market for all Internal and External Interfaces and for Scheduled Lines. ATC is also
posted two days to eighteen months in advance of the Dispatch Day to accommodate Pre-
Scheduled Transaction Requests at External Interfaces.

The ISO shall calculate ATC values using a methodology that reflects its provision of
transmission service under an LBMP system and the schedules produced by its Day-Ahead
Market and Real-Time Market software (except with respect to Pre-Scheduled Transactions).
The ISO shall not limit Transmission Customers’ ability to schedule Firm Transmission Service
across Internal Interfaces based on ATC values. If the posted ATC value for an Interface is zero
that is an indication that the Interface is congested. The ISO may, however, still be able to

provide additional Firm Transmission Service over Internal Interfaces for Transmission



Customers that are willing to pay congestion charges by redispatching New York State Power

System.



9.2 Methodology for Computing Firm and Non-Firm ATC

The ISO shall calculate and post Firm ATC and Non-Firm ATC from two days to
eighteen months in advance of the Dispatch Day based on accepted Pre-scheduled Transaction
Requests across External Interfaces.

The ISO also calculates Firm ATC based on the market schedules determined using its
Security Constrained Unit Commitment (“SCUC”) process for the Day-Ahead Market and its
Real-Time Commitment (“RTC”) and Real-Time Dispatch (“RTD”) (together, “Real-Time
Scheduling” (“RTS”)) process for the Real-Time Market. These Firm ATC values shall be
posted after the close of the Day-Ahead Market and Real-Time Market for all Interfaces and
Scheduled Lines.

For all purposes and for all time periods, the ISO calculates and posts Firm ATC by first
determining Total Transfer Capability (“TTC”) and then subtracting Firm Transmission Flow

Utilization and Transmission Reserve Margin (“TRM”). Thus:

ATCrgirm = TTC — Transmission Flow Utilizationgj, — (TRM)

For all purposes and for all time periods, the ISO calculates and posts Non-Firm ATC by
first calculating the amount of Firm ATC and then subtracting Non-Firm Transmission Flow
Utilization:

ATCnon-Firm = ATCFgirm — Transmission Flow Utilizationyon-rirm

The ISO’s ATC calculation algorithms are posted at the “ATC Detailed Algorithms” link

at: http://www.nyiso.com/public/market_data/power_grid_data/dam_outages.jsp.



9.3  Process Flow Diagram

The following diagram illustrates the process that the ISO follows when computing and

posting ATC.
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94 Total Transfer Capability (“TTC”)

The ISO shall develop TTC values for each Interface and Scheduled Line. External
Interfaces may be represented by one or more Proxy Generator Buses for scheduling and
dispatching purposes. Each Proxy Generator Bus associated with an External Interface may be
associated with distinct, posted TTC values. Each Scheduled Line is associated with a distinct
Proxy Bus for which the ISO separately posts a TCC value.

The TTC value for each Interface and Scheduled Line shall be the maximum amount of
electric power that can be reliably transferred over the New York State Transmission System.
The ISO shall use studies that it performs, joint studies conducted with neighboring Control
Areas, and real-time system monitoring to determine the appropriate TTC values. The TTC
values are periodically reviewed and may be updated as warranted to ensure that accurate values
are posted.

Databases used in the determination of the TTC values include MultiRegional Modeling
Working Group system representations, and the ISO’s Day-Ahead Market and Real-Time
Market system representations.

The normal maximum Interface and Scheduled Line TTC values correspond to TTC
assessments that assume: (1) all significant Bulk Power System transmission facilities are in
service, (2) Capability Period forecast peak-load conditions, (3) no significant generation outages
with generation output levels consistent with typical operation for Capability Period forecast
peak-load conditions, and (4) coordination with neighboring Control Area transfer capability
assessments.

Interface or Scheduled Line TTC values may be modified in response to identified

transmission facility or generation outage conditions. TTC values may also be modified to



account for neighboring Control Area transfer capability assessments for identified transmission
facility or generation outage conditions, assuming the NYISO receives timely notification of
such conditions, or to account for operating conditions affecting the New York State

Transmission System.



9.5 Transmission Flow Utilization

With respect to the ATC calculations relating to Pre-Scheduled Transactions that are
conducted for External Interfaces from eighteen months until two days before the Dispatch Day:

Transmission Flow Utilizationg;, associated with Pre-Scheduled Transactions Requests shall be
the algebraic sum of all Pre-Scheduled Transactions scheduled.

Transmission Flow Utilizationnon-rirm associated with Pre-Scheduled Transactions Requests is
not permitted and its value is assumed to be zero.

With respect to the ATC calculation that the 1SO performs after the closing of the Day-
Ahead Market and the Real-Time Market, the ISO shall use the SCUC and RTS market software
to determine market schedules. The Day-Ahead Market and Real-Time Market schedules
established by the market software are security constrained network powerflow solutions that are
used to determine the Transmission Flow Utilization value for the ISO’s Interfaces and
Scheduled Lines. Thus:
Transmission Flow Utilizationg;r, for each Internal and External Interface is determined by the
corresponding security constrained network powerflow solutions of SCUC or RTS, as

applicable.

Transmission Flow Utilizationnon-rirm fOr each Internal and External Interface is the sum of Non-
Firm Transactions scheduled.

Transmission Flow Utilizationg;m for Scheduled Lines is determined by the corresponding
security constrained network powerflow solutions of SCUC or RTS, as applicable.

Transmission Flow Utilizationnon-rirm for Scheduled Lines is the sum of Non-Firm Transactions
scheduled.



9.6  Transmission Reliability Margin (“TRM”)

TRM is the amount of transmission transfer capability necessary to ensure that the
interconnected transmission network remains secure under a reasonable range of system
conditions. TRM accounts for the inherent uncertainty in system conditions and the need for
operating flexibility to ensure reliable system operation as system conditions change.

Databases used in the determination of the TRM values include the MultiRegional
Modeling Working Group system representations and the ISO’s Day-Ahead Market and Real-
Time Market system representations.

The TRM used to calculate ATC at External Interfaces in connection with Pre-Scheduled
Transactions up to eighteen months before the Dispatch Day will normally be significantly
greater than the TRM used to calculate ATC for External Interfaces for the Day-Ahead Market
and the Real-Time Market due to the greater uncertainty regarding long range External Interface
transmission facility availability.

TRM equal to the sum of the following components shall be applied to calculations
conducted up to eighteen months before the Dispatch Day to address unexpected system
conditions including: (1) unscheduled loop or parallel flows ranging in value from zero (0) MW
to five hundred (500) MW based on the average of the last three months of historical parallel
flows observed for each External Interface, (2) load forecast uncertainty (normally this value is
set to zero (0) MW), (3) uncertainty in external system conditions (normally this value is set to
zero (0) MW), and (4) External Interface transmission facility availability ranging in value from
zero (0) MW to one thousand (1000) MW reflecting the uncertainty of transfer capability

resulting from the most significant single transmission facility outage for each External Interface.



The TRM used for purposes of ATC calculations conducted for External Interfaces for
the Day-Ahead Market and the Real-Time Market shall be used to address unexpected system
conditions equal to the sum of the following components: (1) unscheduled loop or parallel flows
ranging in value from zero (0) to five hundred (500) MW based on the average of the last three
months of historical parallel flows observed for each External Interface, (2) load forecast
uncertainty, normally of value zero (0) MW, and (3) uncertainty in external system conditions,
normally of value zero (0) MW.

The TRM used for purposes of the ATC calculations conducted for Internal Interfaces for
the Day-Ahead Market and the Real-Time Market shall normally be equal to the sum of the
following components or a value of one hundred (100) MW, although the ISO may increase it
above that level if necessary. TRM is applied to these ATC calculations to address unexpected
system conditions including: (1) unscheduled loop or parallel flows normally of value zero (0)
MW, (2) load forecast uncertainty normally of value zero (0) MW, (3) uncertainty in external
and internal system conditions normally of value one hundred (100) MW, and (4) ISO Balancing
Authority requirements normally of value zero (0) MW.

The TRM used for purposes of the ATC calculations conducted for Scheduled Lines for
the Day-Ahead Market and the Real-Time Market shall normally be equal to the sum of the
following components, which will ordinarily be expected to have a combined value of zero
(0) MW, although the 1ISO may increase it above that level if necessary: (1) unscheduled loop or
parallel flows ranging based on the average of the last three months of historical parallel flows
observed for each associated External Proxy Generator Bus, normally of value zero (0) MW,

(2) load forecast uncertainty, normally of value zero (0) MW, and (3) uncertainty in external

system conditions, normally of value zero (0) MW.



TRM is used to decrement TTC from External and Internal Interfaces and from
Scheduled Lines when calculating ATC, and thus is not available when requesting Non-Firm
transmission service. The ISO may, however, still be able to provide additional Firm
Transmission Service over Internal Interfaces for Transmission Customers that are willing to pay
congestion charges by redispatching New York State Power System.

The specific values of TRM used on each Internal and External Interface and Scheduled
Line are posted on the ISO’s website. The TRM values are periodically reviewed by the ISO and

may be updated as warranted.



9.7 Existing Transmission Commitments (“ETC”)

The ISO shall not set aside transmission capacity as ETC when calculating ATC or

otherwise in developing SCUC and RTS market schedules.



9.8  Capacity Benefit Margin

The ISO shall not set aside transmission capacity as CBM when calculating ATC or

otherwise in developing SCUC and RTS market schedules.



9.9  Coordinated ATC Postings

The ISO’s practice is to make joint TTC/ATC postings along with neighboring system
operators on the website of the Northeast Power Coordinating Council. The ISO does not
coordinate its ATC calculations with neighboring system operators because they do not
incorporate the Transmission Flow Utilization information produced by the ISO’s market

software into their ATC calculations.



10 Attachment D - Methodology for Completing a System Impact Study

An Eligible Customer may request a System Impact Study.

The purpose of the impact study will be to determine the effect the requested facilities
will have on system operations, system Constraints, and whether system expansion will create
the requested incremental Transfer Capability and associated TCCs.

The Commission’s comparability standard will be applied in evaluating the impact of
all requests. Specifically, the ISO will use the same due diligence in completing System
Impact Studies for any Eligible Customers that it uses when completing such studies for any
Transmission Owner.

System Impact Studies will be evaluated, to the extent possible, as a part of the on-going
planning process for expansions of the NYS Power System. Appropriate planning studies will
be conducted periodically to assess the capability of the NYS Transmission System to deliver the
planned Network Resources to the forecasted Network Loads of the existing LSEs and any prior
committed Firm Transmission Service customers. The Loads and resources of Eligible
Customers requesting new or additional service during the normal planning cycle will be
incorporated into this aggregate planning process along with the Loads and resources of all other
Firm Point-to-Point Transmission Customers and LSEs.

The ISO plans and evaluates the NY'S Transmission System in strict compliance with the
following:

1) NERC principles and guides;
2 Principles and standards for planning the bulk electric systems of the NPCC; and

Transmission planning criteria, methods and procedures described in the FERC Form No.

715-Annual Transmission Planning and Evaluation Report for the NPCC Region; and



3) NYSRC Reliability Rules including Local Reliability Rules.



11 Attachment E - Index Of Point-To-Point Transmission Service Customers

To be provided by the ISO.



12 Attachment F - New York Independent System Operator Code of Conduct



121

Introduction

This Code of Conduct shall apply to the ISO’s Directors, Officers, and Employees

(collectively, “ISO Employees”) and provides policies, rules and procedures to be followed in

carrying out the ISO’s responsibilities. The provisions relating to covered contractors and

consultants are set forth in Section 12.12 below.

The ISO Employees shall take all reasonable actions within their authority under the ISO

Tariffs and Agreements' necessary to:

1)

)

(3)
(4)

comply with all laws including, without limitation, the following: federal and
state environmental laws; Federal Power Act, FERC Rules and Regulations,
FERC Order Nos. 888 et. seq. and 889 et seq.; 18 C.F.R. § 37.1-37.4; federal
securities laws; and copyright, trademark and patent laws; Attachment F

provide Transmission Service pursuant to the ISO Open Access Transmission
Tariff (“‘OATT”), acting as the Responsible Party,” as defined in Order Nos. 889
et. seq. for all Transmission Owners that are signatories to the ISO Agreement
and operate the OASIS in accordance with Section 12.2, below;

refrain from Energy Transactions in accordance with Section 12.3, below;

treat commercially sensitive, proprietary, or regulated information as Confidential

Information in accordance with Section 12.4, below;

! The “ISO Tariffs and Agreements” consist of the ISO OATT, the ISO Services Tariff, the ISO
Agreement, the NYSRC Agreement, the ISO/NYSRC Agreement, and the ISO/TO Agreement. The term
“ISO Tariffs” consists of the ISO OATT and the ISO Services Tariff.

? The term “Responsible Party” as defined in Order No. 889 means the Transmission Owner or an
agent to whom the Transmission Owner has delegated the responsibility of meeting the requirements of
18 C.F.R. 837 concerning the operation of the OASIS.



5) protect the integrity of ISO Records?® in accordance with Section 12.6, below;

(6) protect the ISO’s assets including property, facilities, equipment and supplies In
accordance with Section 12.11, below; and

(7) avoid contact with Market Participants* which could cause or appear to cause a

conflict of interest under Section 12.7, below.

® ISO Records consist of all documents submitted to, or generated by, the 1SO that pertain to 1ISO
business. Examples of 1ISO Records include, without limitation, requests for Transmission and Ancillary
Services, service agreements, system impact studies and facilities studies developed by the Transmission
Owners and forwarded to the 1SO, audit records, and 1SO annual reports.

* Market Participant is any person (natural or legal) transacting with the ISO to buy, sell or
schedule electric generating Capacity and/or Energy, Ancillary Services or Transmission Services. The
term includes, but is not limited to, Power Exchanges, power brokers, power marketers, Buyers, Sellers,
Transmission Owners, Non-Utility Generators, Independent Power Producers, load aggregators, Load
Serving Entities, and municipalities or groups of these entities.



12.2 Fair and Non-Discriminatory Administration of the Tariff

It is the policy of the ISO to offer open-access Transmission Service under the ISO Tariff
in a non-discriminatory manner to all Market Participants. In compliance with this policy, all
ISO Employees must administer the ISO OATT and ISO Services Tariff (the “ISO Tariffs”) and
the ISO related Agreements with impartiality toward all Market Participants.

Where the ISO OATT allows the exercise of discretion in applying the ISO OATT, to the
extent that discretion is exercised, the ISO will maintain a written log of each waiver or act of
discretion, the circumstances involved, the person authorizing the waiver and the source of
authority for the waiver. The ISO will provide the log for review and copying at the request and
expense of any interested persons during regular business hours of operation in a manner that
treats similarly situated persons on a comparable and non-discriminatory basis.

The ISO shall also require an officer of the ISO or designee to periodically review these
discretionary decisions to ensure compliance with the Code of Conduct. The ISO shall post
information on the OASIS for a period of ninety (90) days, detailing the circumstances and
manner under which that discretion was exercised; and make this information available for
review, but not on the OASIS, for three (3) years from the date it is first posted.

In providing Transmission Service pursuant to the ISO OATT, the I1SO shall strictly

comply with the Reliability Rules developed by the NYSRC.



12.3 Non-Participation in Energy Transactions

To assure that the ISO and the ISO Employees maintain independence from any Market
Participant, except as otherwise provided or required by the terms of the ISO Agreement, the
ISO and ISO Employees are prohibited from engaging in any Energy Transactions other than in
the performance of duties under the ISO Tariffs. This provision shall not, however, prevent the
ISO and any ISO Employee from purchasing electricity, power and Energy as retail customers

for their own account and consumption.



12.4 Treatment of Confidential and Transmission System Information

This section deals with Confidential Information, including Transmission System
Operating Policy OP-18 (or its successor); (2) any commercially sensitive information including,
without limitation, trade secrets, equipment specific information (e.g., Generator specific data
such as heat rates, etc.), and business strategies, affirmatively designated as Confidential
Information by its supplier or owner; and (3) Transmission System Information (“T'SI”) that has
not yet been posted on the OASIS or provided in some public forum such as a FERC filing. TSI
is information: (1) that is commercially valuable and (2) access to which is necessary to buy, sell
or schedule Energy, Capacity, Ancillary Services or Transmission Service. Examples of TSI
include, but are not limited to, the following:

e  Available Transfer Capability;

e  Total Transfer Capability;

. Information regarding physical Curtailments and Interruptions;

o Information regarding Ancillary Services;

. Pricing for Transmission Service; and

o Discounts offered.

In the course of responding to requests for Energy, Capacity, Transmission Services or
Ancillary Services, the 1SO shall not disclose Confidential Information to any Market
Participant. The ISO shall disclose data that is not Confidential Information, and information
required to be disclosed by FERC, by posting the information on the OASIS. If an ISO
Employee improperly discloses TSI to any Market Participant, the ISO shall immediately post
the information on the OASIS and notify the Commission.

ISO Employees shall also report all improper disclosures of Confidential Information to



the ISO compliance officer (as described in Section 12.10) or its designee immediately. In the
case of an Emergency, the ISO may disclose such TSI, and then notify the Commission, posting
the information on the OASIS as soon as practicable but no later than twenty-four (24) hours
after the information is disclosed.

The procedures described in this section does not apply to the following:

Q) communication of TSI between the ISO and the Transmission Owner’s control
centers, and other power pools or ISOs;

(2) communication of information from a Market Participant to the 1SO;

3) information that is no longer Confidential Information because it was made public
by posting it on the OASIS; or it was legally disclosed by a third party in good
faith and without violating a trade secret, secrecy agreement or employment
contract with a non-disclosure clause; or it was made public by a government
agency, court or other process of law;

4) requests by a Market Participant for a report regarding the status of that Market
Participant’s particular contracts or transactions. The ISO shall provide all
Market Participants requesting a report the same type and level of detail of
information; and

(5) information that is not listed in NYPP OP-18 and has not been designated by the
supplier or owner as Confidential Information.

If Confidential Information is required to be divulged in compliance with an order or a

subpoena of a court or regulatory body other than FERC, the ISO will seek to obtain a protective
order or other appropriate protective relief from the court or regulatory body, provided, however,

that the 1SO staff shall not be required to do any additional analysis to produce such information.



The ISO shall provide advance written or electronic notice to the parties providing the
Confidential Information as soon as practicable upon receipt of such an order or a subpoena from
a court or regulatory body, and the I1SO shall not be held liable for any losses, consequential or
otherwise, resulting from the 1SO divulging such Confidential Information pursuant to a
subpoena or an order of a court or regulatory body.

If the FERC or its staff, during the course of an investigation or otherwise, requests
information from the ISO that is otherwise required to be maintained in confidence pursuant to
this section, the ISO shall provide the requested information to the FERC or its Staff within the
time provided for in the request for information. In providing the information to the FERC or its
staff, the I1SO shall, consistent with any FERC rules or regulations that may provide for
privileged treatment of that information, request that the information be treated as confidential
and non-public by the FERC and its staff and that the information be withheld from public
disclosure. The ISO shall not be held liable for any losses, consequential or otherwise, resulting
from the 1SO divulging such Confidential Information pursuant to a request under this paragraph.
After the Confidential Information has been provided to the FERC or its staff, the ISO shall
immediately notify any affected Market Participant(s) when it becomes aware that a request for
disclosure of such_confidential information has been received by the FERC or its staff, or a
decision to disclose such_confidential information has been made by the FERC, at which time the
ISO and the affected Market Participant(s) may respond before such information would be made
public, pursuant to the FERC’s rules and regulations that may provide for privileged treatment of
information provided to the FERC or its staff.

The 1SO shall establish procedures for handling Confidential Information that minimize

the possibility of intentional or accidental improper disclosure.



124.1 Insider Trading

This section defines insider trading, explain the duties of ISO Employees and describes

behavior that is prohibited under securities laws.

12.4.1.1 Insider Information:

Federal laws prohibit the purchase or sale of any publicly traded security by a person in
possession of important information about the security or its issuer that is not publicly known.
These laws have special significance to the 1SO because ISO Employees routinely learn of
Confidential Information about Market Participants and others. This circumstance creates two
duties for all ISO Employees: (1) a duty not to trade while in possession of “material, nonpublic
information,” also known as “inside information” or “insider information,” as defined below, and
(2) a duty not to communicate such information to anyone outside of the ISO, also known as
“tipping.” It has been and remains the policy of the ISO that there be scrupulous compliance
with each of these duties.

Material: Much of the information obtained about Market Participants and any of their
Affiliates may be material information under the law. Information is material if a reasonable
investor would consider it important in determining whether to buy or sell the securities of the
company involved. The information may be either positive or negative. If the information
would affect the price of the stock, it is material. If the information makes you or anyone else
think about wanting to buy or sell the stock, that is probably the best indication that it is material.
Some examples of information that could be considered material are key personnel changes,
earnings information, fines or assessments that the ISO imposes on the company, and
Confidential Information (as described in Section 12.4) including information relating to future

generation capacity. If in doubt, one should assume that any information which could have any



significance to an investor is material and not purchase or sell or allow anyone else to purchase
or sell the securities in question until such information has been made public.

Nonpublic: Information that has not been disclosed to the public generally is nonpublic.
To show that information is public, one should be able to point to some evidence that it is widely
disseminated. Information would generally be deemed widely disseminated if it has been
disclosed, for example, in the Dow Jones broad tape; news wire services such as AP or Reuters;
radio or television; newspapers or magazines; the OASIS; or widely circulated public disclosure
documents filed with the federal Securities and Exchange Commission (“SEC”), such as
prospectuses or proxies.

Although it is natural to “talk shop,” no Confidential Information should be given to
outsiders; for this purpose “outsiders” include one’s immediate family (as defined in Section
12.7), relatives, friends and anyone else other than those working on the matter at the I1SO. In
general, ISO matters should not be discussed with any outside individuals. Particular care is
necessary in discussing 1ISO matters in elevators, restaurants, taxicabs, trains, commercial aircraft
and other public places where names and other scraps of information might be overheard. Care
should also be taken not to expose nonpublic papers in such places or leave them lying around in

conference rooms or other places even within the 1SO.

12.4.1.2 Penalties for Trading on Insider Information

It is against ISO policy and a violation of law to make use of insider information for
personal advantage in securities trading or to disclose such information to an outsider. 1SO
Employees who have any knowledge or insider trading activities or improper disclosure
committed by other ISO Employees must immediately notify the ISO compliance officer (as

described in Section 12.10) or his designee. 1ISO Employees who have engaged in insider



trading or have provided insider information to outsiders will be terminated immediately. In
addition, both the 1ISO and the ISO Employee may be subject to severe civil and criminal
penalties as a result of insider trading by the ISO Employee or by an outsider who has received

insider information from the ISO Employee.



12.5 Training

The ISO shall develop procedures to train ISO Employees soon after their hiring or
appointment on the Code of Conduct, and to assess the effectiveness of the Code of Conduct in
preventing insider trading and conflicts of interest. All ISO Employees will receive annual
training thereafter for as long they remain associated with the ISO. All personnel receiving this
training shall sign a Compliance Certificate stating that they attended the training, understand the

Code of Conduct, and will not violate it.



12.6 ISO Records

The ISO shall develop and maintain procedures for the handling, safeguarding, use,

storage and retention of ISO Records. The ISO shall require all ISO Records to be accurate.



12.7 Conflicts of Interest

Certain contacts between the ISO Employees and Market Participants may constitute or
appear to constitute a conflict of interest. Potential conflicts of interest and the ISO’s ability to

restrict actions and duties to avoid potential conflicts are discussed below.

12.71 Financial Interests:

Financial interests refer to the ownership of the Securities® of Market Participants or their
Affiliates whose primary business purpose is to buy, sell or schedule Energy, Capacity, Ancillary
Services or Transmission Services, whether ownership is direct or through participation in
mutual funds concentrating in investments in Market Participants or their Affiliates. The ISO
shall compile a list of the current Market Participants and their Affiliates whose Securities trade
publicly and will distribute this list to ISO Employees.

In order for the ISO to remain truly independent, free of any control, or appearance of
control, of decision-making by any individual Market Participant, ISO Employees must strictly
observe the following rules regarding financial interests in Securities of any Market Participant
or any of their Affiliates:

o No ISO Employee or their spouse or minor children shall own, control, or hold
with power to vote, Securities of a Market Participant or any of their Affiliates;
provided, however, any matching contributions made in the Securities of a Market
Participant in connection with any savings, pension, or 401(k) plans of a former

employee of a Market Participant shall be permitted until the completion of the

® The term “Securities” refers to stocks, stock options, bonds and any other instruments of debt or
equity.



transfer, spin off and merger of assets and liabilities of such plans to new plans
maintained by the ISO; provided, further that this provision shall not apply to any
purchase of Securities of a Market Participant or any Affiliate of such Market
Participant by a spouse of an Employee who was, as of the effective date of the
ISO OATT, employed by a Market Participant or any Affiliate of such Market
Participant and is required to purchase Securities of such Market Participant or
Affiliate as a part of his or her employment. Any such purchases by a spouse
must be disclosed to the 1ISO Board which shall have the authority to consider
appropriate limitations on the duties of the ISO Employee, including changing his
or her duties, to avoid an appearance of a conflict of interest.

No ISO Employee shall be Associated with any Market Participant. For the
purposes of this paragraph, an ISO Employee shall be deemed “Associated” with
a Market Participant or its Affiliate if: (1) the ISO Employee is an officer,
director, partner, or employee of a Market Participant or any of its Affiliates; (2)
the ISO Employee is a former executive officer of a Market Participant, which
Market Participant together with its Affiliates has three (3) percent or more of the
voting shares on the Management Committee, or of any Affiliate of the Market
Participant, and the ISO Employee is receiving continuing benefits under an
existing employee benefit plan (other than a defined benefit pension plan or other
plan pursuant to which the benefits are independent of the financial condition of
the Market Participant and pension payments are distributed to the former
employee by a trustee, not as compensation but in accordance with the rules of the

pension plan), arrangement or policy of the Market Participant or any of its



Affiliates; or (3) the ISO Employee has a material ongoing business or
professional relationship with a Market Participant or any of its Affiliates;
provided, however, that no ISO Employee shall be deemed to have a material
ongoing business relationship with a Market Participant or any of its Affiliates
solely as a result of being served as a retail customer by a Market Participant or its
Affiliates. The ISO Board will establish reasonable guidelines with respect to the
financial interests of covered consultants or contracts, in accordance with

Section 12.12.

12.7.2 ISO Policy on Divestiture of Financial Interests:

If an 1SO Employee or his/her immediate family® owns, controls or has the power to vote
such Securities of Market Participants or their Affiliates, the ISO shall require the divestiture of
those Securities within a reasonable time in accordance with the ISO’s divestiture procedure set
forth below unless material hardship would result. The ISO shall develop a procedure
establishing the conditions under which a divestiture would result in material hardship.

If an ISO Employee or member of the ISO Employee’s immediate family owns, controls
or holds with the power to vote any prohibited Securities, divestiture must occur as follows:

(1) as of the effective date of ISO OATT, divestiture of prohibited Securities must occur within
six months; (2) new ISO Employees must divest prohibited Securities within six months of
commencement of employment; (3) if ownership, control or the power to vote such Securities
results from an entity becoming a Market Participant, divestiture must occur within six months
of receipt of the ISO’s list of prohibited Securities referencing such Securities; and (4) if

ownership, control or the power to vote such Securities is as a result of a gift, inheritance,

® Immediate family refers to spouse and minor children.



distribution of marital property or other involuntary acquisition, divestiture must occur within six
months of the acquisition.

Ownership of mutual funds by ISO Employees which contain investments in Market
Participants or their Affiliates is permitted so long as: (1) the fund is publicly traded; (2) the
fund’s prospectus does not indicate the objective or practice of concentrating its investment in
Market Participants or their Affiliates; and (3) the ISO Employee does not exercise or have the

ability to exercise control over the financial interests held by the fund.

12.7.3 Political Activities:

Restrictions on the political activities of ISO Employees are limited only to the extent
that ISO Employees may not engage in lobbying activities on behalf of a Market Participant.
Beyond this political activity, ISO Employees are not restricted from participating in any legal
political activity so long as they do not purport, directly or indirectly, to represent the 1ISO
without authorization.

ISO Employees are not precluded from holding public office so long as upon accepting
public office the ISO compliance officer or designee is notified in writing. The ISO Employee’s
work in the public office must not detract from the ISO Employee’ s performance in connection
with the 1SO, and the ISO Employee shall not represent the ISO in his/her capacity as a public
official and shall not use ISO resources for work related to the public office.

Any ISO Employee holding a public office shall abstain from voting or participating in

any debate or matters relating to the 1SO as part of his/her duties in public office.



12.7.4  Secondary Employment:’

ISO Employees shall not take Secondary Employment with a Market Participant or its
Affiliate nor transact business with a Market Participant or its Affiliate other than as a retail
customer. ISO Employees may take Secondary Employment with a non-Market Participant if
the employment: (1) will not embarrass or discredit the 1ISO; (2) will not interfere with the duties
or involve the use of ISO resources, materials or assets; (3) will not create a conflict of interest
for the 1SO or the ISO Employee; (4) will not result in any Market Participant receiving an
advantage, real or apparent, over other Market Participants with respect to the ISO; and (5) is
fully disclosed to the ISO prior to commencement of employment with a Secondary Employer
and the 1SO compliance officer or designee determines whether the criteria of (1) through (4) are
met and then authorizes the Secondary Employment in writing.

Where an ISO Employee takes Secondary Employment with a non-Market Participant,
that ISO Employee may not transact business with the ISO on behalf of the Secondary Employer.

An 1SO Director or an individual representative of a member of an ISO committee shall

not serve as a representative of a member of the Executive Committee of the NYSRC.

12.75 Other Conflicts of Interest:

ISO Employees must not directly or indirectly request or accept any service (other than as

a retail customer of a Market Participant receiving electric, gas or steam service for heating,

" Secondary Employment refers to participation in (1) a second job (part-time, full-time or project
related), or (2) an organization including, without limitation, a corporation, association, partnership or
sole proprietorship.



etc.), money, gift, loan or discount from any Market Participant or any of its Affiliates. Gifts
should be returned or offers declined with an appropriate explanation. If a gift is not returnable
(e.g., perishable), the gift should be given to the compliance officer for donation to a charity or
destroyed. 1SO Employees shall not accept meals or entertainment from actual or potential
Market Participants, except when it would be socially humiliating to decline the meal or
entertainment; if an ISO Employee accepts such a meal or entertainment, the ISO Employee
shall promptly report such acceptance to the compliance officer.

Acceptance of an offer of anything of more than nominal value, including but not limited
to vacations, property, loans, contributions or unpaid services by ISO Employees from a
representative of a Market Participant or any of its Affiliates shall be considered a conflict of
interest.

Engaging in outside non-business activity that materially decreases the impartiality,

judgment, or effectiveness of ISO Employees shall also be considered a conflict of interest.



12.8 Additional Controls

The ISO shall establish a periodic audit process to verify compliance with the Code of
Conduct and determine whether conflicts of interest exist. Except where prohibited by law or
judicial order, the 1ISO may request that ISO Employees complete an annual conflict of interest
survey requiring disclosure of the ISO Employee’s or immediate family member’s interests in
Market Participants or their Affiliates.

The ISO shall require, as a condition precedent to association, that ISO Employees who
will have access to Confidential Information agree to reasonable restrictions on future

employment following termination of the association.



12.9 Termination of Association

Upon termination of association with the 1ISO, an ISO Employee with access to
Confidential Information shall not disclose the information to any person outside of the 1ISO, nor

use Confidential Information in any manner for personal benefit or for the benefit of a third

party.



12.10 Violations of the Code of Conduct

Any 1SO Employee who violates the Code of Conduct or fails to report a known violation
may be subject to disciplinary action including suspension or termination of employment, unless
such violation involves insider trading whereby such violation will result in the termination of
employment. In addition, any current or former ISO Employee that violates the Code of
Conduct may be required to provide restitution to the 1ISO for financial injury suffered by the
ISO as a result of the violation.

The ISO shall assign the responsibility of reviewing compliance with the Code of
Conduct to the ISO compliance officer (e.g., a senior staff member such as the ISO General
Counsel) who will be responsible for interpreting the Code of Conduct; responding to questions
regarding the Code of Conduct; advising the ISO Employees regarding potential conflicts of
interest; overseeing the auditing process; and to follow-up on all suspected violations. The ISO
compliance officer may designate one or more individuals to assist in carrying out these
responsibilities. The ISO also shall establish a “hot-line” to provide a means to anonymously

and confidentially report suspected violations over the telephone.



12.11 ISO Property and Other Assets

ISO property and other assets shall be used only for ISO-related business.



12.12 Determination by the ISO Board as to Consultants and Contractors

The ISO Board shall apply reasonable and objective criteria as conflicts-of-interest
screening guidelines for consultants and contractors. In applying the guidelines to individual
cases, the 1ISO Board will consider the nature of the services provided by the consultant or
contractor, whether the consultant or contractor is engaged by the 1ISO on a substantially full-
time basis, whether the consultant or contractor is required to comply with its own professional
conflict of interest standard (e.g., attorneys, accountants, etc.), and whether the consultant or
contractor will have access to market information. The guidelines will be made known to the
appropriate ISO Employees authorized to enter into contracts for outside services, and
application of the Board’s criteria by the ISO Employees will be monitored by the ISO
compliance officer. In the event that any entity disputes a determination regarding a consultant

or contractor, the matter may be referred to ADR, as covered in Section 12.12 of the ISO OATT.



12.13 Waiver

Subject to Section 12.2, the ISO Board may grant a waiver of compliance with a specific
provision of the Code of Conduct to a Director, or the ISO compliance officer may grant a
waiver of compliance to a non-Director ISO Employee, in appropriate cases to avoid unjust or
unreasonable results. Each waiver shall be properly disclosed along with an appropriate

explanation.



12.14 Annual Compliance Certificate

| have received the Code of Conduct which I have read, been trained in, and fully
understand. 1 will comply with the Code of Conduct during and after association with the 1SO,
to the extent required by the Code of Conduct.

lam () a Director () an Officer () an ISO Employee.

a. I have no financial interest in prohibited Securities other than those | still have
time to divest of in accordance with the ISO’s divestiture policy (or if I do, I have
been granted a hardship exception).

b. | have no other financial or business relationship with a Market Participant that
would create a conflict of interest as defined in the Code of Conduct (or if | do, I
have been granted a waiver by the ISO Board or compliance officer).

C. Since the date that | last signed a Compliance Certificate, | have complied with
the rules and policies contained in the Code of Conduct, except the following

matters which | disclose to the management of the 1SO (if none, so state):

Signature: Date:

Name (print): Title/Position:




13 Attachment G - Network Operating Agreement

For Network Customers that also take service under the 1SO Services Tariff, the ISO

Services Tariff shall serve as the Network Operating Agreement. For all other Network

Customers, the ISO shall negotiate a Network Operating Agreement and file such Agreement

with the Commission. These Agreements shall specify the following:

1)

(2)

(3)
(4)

()

Provisions for the operation and maintenance of equipment necessary for
integrating the Network Customer within the NYS Transmission System
including, but not limited to, remote terminal units, metering, communications
equipment and relaying equipment.

Requirements for transfer of data between the 1SO, Transmission Owners,
and the Network Customer including, but not limited to, bid curves and
operational characteristics of Network Resources, generation schedules for
units outside of the NYS Transmission System, interchange schedules, unit
outputs for redispatch required under Section 4.8, voltage schedules, loss
factors and other real time data.

Software programs for data links and Constraint dispatching.

Data requirements on forecasted Loads and resources necessary for long-term
planning.

Any other technical requirements required for implementation of Part 4 of the
Tariff.



14 Attachment H - Annual Transmission Revenue Requirement for Point-To-Point
Transmission Service and Network Integration Transmission Service



14.1 Transmission Service Charge (“TSC”)
14.1.1 Applicability of the Transmission Service Charge to Wholesale Customers

Each month, each wholesale Transmission Customer shall pay to the appropriate
Transmission Owner the applicable Wholesale Transmission Service Charge (“Wholesale TSC”)
calculated in accordance with Section 14.1.2.2 of this Attachment for the first two months of
LBMP implementation and in accordance with Section 14.1.2.1 of this Attachment thereafter.
The TSC shall apply to Transmission Service:

141.1.1 from one or more Interconnection Points between the NYCA and another
Control Area to one or more Interconnection Points between the NYCA and
another Control Area (“Wheels Through”);8

14.1.1.2 from the NYCA to one or more Interconnection Points between the
NYCA and another Control Area, including transmission to deliver Energy
purchased from the LBMP Market and delivered to such a Control Area
Interconnection Point (“Exports”);8 or

14.1.1.3 to serve Load within the NYCA,; except, the Wholesale TSC shall not
apply to:

141.1.3.1 a Transmission Owner’s use of its own system to provide bundled retail
service to its Native Load Customers pursuant to a retail service tariff on file with
the PSC or, in the case of LIPA, has been approved by the Long Island Power

Authority’s Board of Trustees;

& The TSC shall not apply to Wheels Through or Exports scheduled with the 1SO to destinations within the New
England Control Area provided that the conditions listed in Section 2.7.2.1.4 of this Tariff are satisfied.



141.1.3.2 Transmission Service pursuant to an Existing Transmission Agreement
whereby the otherwise applicable TSC does not apply pursuant to Attachment K;
or
14.1.1.3.3 retail Transmission Service pursuant to any tariff or rate schedule of a
Transmission Owner that explicitly provides for other transmission charges in lieu
of the Wholesale TSC, subject to any applicable provisions of the Federal Power
Act.
Each Transmission Owner subject to FERC and/or PSC jurisdiction may file with FERC
a separate TSC applicable to retail access in accordance with its retail access program filed with
the PSC. To the extent that LIPA’s rates for service are established by the Long Island Power
Authority’s Board of Trustees pursuant to Article 5, Title 1-A of the New York Public
Authorities Law, Section 1020-f(u) and 1020-s and are not subject to FERC jurisdiction, this

requirement will not apply to LIPA.

14.1.2 Wholesale TSC Calculation

Sections 14.1.2-14.1.6 do not apply to the development of the NYPA TSC, which is

described in Section 14.1.7.

14.1.2.1 Wholesale TSC Formula

Beginning with the second month of the Capability Period corresponding to the initial
auction for Long Term TCCs through the end of the LBMP Transition Period, each Transmission
Owner, except NYPA shall calculate its TSC applicable to Transmission Service to serve Load
within or exiting the NYCA at its Transmission District as follows:

WHOLESALE TSC = {(RR:12) + (CCC:12) + (LTPP:12) - SR - ECR - CRR - WR -

Reserved}/(BU:12).



Where:

RR

CCC=

LTPP

The Annual Transmission Revenue Requirement, as stated in Table 1 of this
Attachment. Gross Receipts Tax (“GRT”) treatment by each individual company
is described in Section 14.1.7. Revenues from grandfathered agreements listed on

Attachment H-1 are treated as a revenue credit in the RR.

The annual Scheduling, System Control and Dispatch Costs of the individual
Transmission Owner (i.e., the transmission component of control center costs) as
stated on Table 1 of this Attachment.

= The Transmission Owner’s annual Net LBMP Transition Period Payment
(“LTPP”) (expressed as a positive value) or receipt (expressed as a negative
value) as described in Attachment K, Section 17.6 (Note - The LTPP will be
established once for the entire LBMP Transition Period after the Initial Auction,
as defined in Attachment M, for Long Term TCCs). Prior to a 205 Filing under

the FPA by the Transmission Owners, the LTPP will be set at zero.

SR =SR; + SR..

SR; will equal the revenues from the Direct Sale by the Transmission Owner of Original

Residual TCCs, TCCs derived from Existing Transmission Capacity for Native Load, and

Grandfathered TCCs associated with ETAS, the expenses for which are included in the

Transmission Owner’s Revenue Requirements where the Transmission Owner is the Primary

Owner of said TCCs.

SR, will equal the Transmission Owner's revenues from the Centralized TCC Auction

allocated pursuant to Attachments N. SR, includes revenues from: (a) TCCs associated with

Residual Transmission Capacity that are sold in the Centralized TCC Auction; (b) the sale of



Grandfathered TCCs associated with ETAs, if the expenses for those ETAs are included in the
Transmission Owner’s Revenue Requirements; and (¢) TCCs derived from Existing
Transmission Capacity for Native Load that are sold in the Centralized TCC Auction.

Revenue from TCCs associated with Residual Transmission Capacity includes payments
for Original Residual TCCs that the Transmission Owners sell through the Centralized TCC
Auction and the allocation of revenue for other TCCs sold through the Centralized TCC Auction
(per the Facility Flow-Based Methodology described in Attachment N).

SR; shall be updated prior to the start of each month based on actual data for the calendar
month prior to the month in which the adjustment is made (i.e., January actual data will be used
in February to calculate the TSC effective in March). SR; for a month in which a Direct Sale is
applicable shall equal the total nominal revenue that the Transmission Owner will receive under
each applicable TCC sold in the Direct Sale divided by the duration of the TCC (in months).
SR, shall equal the Transmission Owner’s share of Net Auction Revenue for all rounds of a
Centralized TCC Auction, as calculated pursuant to Attachment N, divided equally among the
months covered by the Centralized TCC Auction. SR, shall be adjusted after each Centralized
TCC Auction and the revised SR, shall be effective at the start of each Capability Period,;

ECR =  The Transmission Owner's share of Net Congestion Rents in a month, calculated
pursuant to Attachment N;

CRR = The Transmission Owner's Congestion Payments received from Grandfathered
TCCs and Imputed Revenues from Grandfathered Rights from ETA's, the
expenses for which are included in the Transmission Owner's Revenue

Requirement;



WR = The Transmission Owner's revenues from external sales (Wheels Through and
Export Transactions) not associated with Existing Transmission Agreements
included in Attachment L, Tables 18.1, 18.2 and 18.3 and wheeling revenue,
associated with OATT reservations extending beyond the start-up of the 1SO.

(i.e., grandfathered OATT agreements)

141.2.1.1 Elements of the WR Component

The WR component will equal the sum of: (1) TSC revenues received from new external
transactions (Wheels Through and Export Transactions); (2) transmission revenues received
under grandfathered OATT agreements and actual revenues under Schedule 1 to the
grandfathered OATT agreements, but not under Schedules 2 through 6 to the grandfathered
OATT agreements; and (3) any revenues related to pre-OATT grandfathered arrangements if the
transmission owner increased its OATT revenue requirement to derive its RR component to
reflect the fact that revenues related to such transactions are at risk due to options available to the
customers resulting from the current restructuring, and the customer retains its grandfathered
arrangement.

In each subcomponent of the WR component above, the revenues will include the Gross

Receipts Tax (“GRT”) when the Transmission Owner has included the GRT in the RR.

14.1.2.1.2 Treatment of Schedule 1 Associated with Grandfathered OATT
Service

All customers under grandfathered OATT service agreements must continue to pay the
Schedule 1 charge applicable under the individual OATT, absent a settlement to the contrary.

The revenues received from Schedule 1 charges paid by grandfathered OATT customers will be



treated as revenue credit in the WR component as part of the wheeling revenue associated with
OATT reservations extending beyond the start-up of the ISO.

Reserved = Reserved; + Reserved, + Reserved; + Reserved,

Reserved; will equal the Transmission Owner's Congestion payments for a month
received pursuant to Section 20.2.3 of Attachment N of this Tariff for the Transmission Owner’s
ETCNL TCCs. Reserved, will equal the Transmission Owner's Congestion payments for a
month received pursuant to Section 20.2.3 of Attachment N of this Tariff for the Transmission
Owner’s RCRR TCCs. Reserveds will equal the value that a Transmission Owner receives for
the sale of its ETCNL TCCs in a month, with the value for each ETCNL TCC sold divided
equally over the months remaining until the expiration of that ETCNL TCC. Reserved, will
equal the value that a Transmission Owner receives for the sale of its RCRR TCCs in a month,
with the value for each RCRR TCC sold divided equally over the months remaining until the
expiration of that ETCNL TCC.

BU = The Transmission Owner's Billing Units (annual MWh) for the Transmission
District (see Table 1 of this Attachment) The Transmission Owner's BU has been
adjusted upward to include subtransmission and distribution losses.

The RR, SR and CRR will not include expenses for the Transmission Owner's purchase
of TCCs or revenues from the sale of said TCCs or from the collection of Congestion Rents for
said TCCs. The ECR, CRR, WR, and Reserved shall be updated prior to the start of each month
based on actual data for the calendar month prior to the month in which the adjustment is made
(e.g., January actual data will be used in February to calculate the TSC effective in March). The

TSC shall not apply to the scheduled quantities physically Curtailed by the 1SO.



Each Member System is responsible for calculating: (1) the RR component of its TSC
charge; (2) the CCC component of its TSC charge; and (3) the BU component of its TSC charge.

The LTPP component of each Member System's TSC charge is initially set at zero. Any
changes must be made by unanimous consent of the Transmission Owners (See ISO OATT
Original Sheet No. 267). The Member Systems will make a Section 205 filing to propose any
change to the LTPP.

The NYISO is responsible for calculating (1) the SR component of each Member
System's TSC charge based on information provided by the Member System and information
derived from ISO operation; (2) the ECR component of each Member System's TSC charge
based on information derived from 1SO operation; (3) the CRR component of each Member
System's TSC charge based on information derived from ISO operation; (4) the Reserved
component of each Member System’s TSC charge based on information provided by the
Member System and information derived from ISO operation; and (5) the WR component of
each Member System’s TSC charge based on information provided by the Member System and
information derived from ISO operation. Any calculations that the ISO is responsible for are
subject to review and comment by all affected parties.

The RR term will be updated based on Transmission Owner filings to FERC (or a
NYISO filing to FERC on behalf of LIPA) under the FPA. These filings will be made when a
Transmission Owner determines that a change to its RR is required under Section 205.

The CCC term will be updated based on Transmission Owner filings to FERC (or a
NYISO filing to FERC on behalf of LIPA) under the FPA. These filings will be made when the

Transmission Owner determines that a change to the CCC is required.



SR: The revenue from the Direct Sale of TCCs will be determined monthly and will enter
the TSC formula through the SR term with a two-month lag (e.g., January actual data will be
used in February to calculate the SR term used in the TSC for March). The revenue that a
Transmission Owner receives from a TCC sold in a Centralized Auction will be divided equally
among the months for which the TCC is sold. The revenue from these TCCs will enter the TSC
formula month-by-month through the SR term, beginning with the first month of the period
covered by the Centralized Auction. The ISO is responsible for calculating the SR component of
each Transmission Owner’s TSC. The Transmission Owner will not adjust the 1ISO's
calculation. The ECR revenue will be calculated monthly and will enter the TSC formula with a
two-month lag (e.g., January actual data will be used in February to calculate the ECR term used
in the TSC for March). The ISO is responsible for calculating the ECR component of each
Transmission Owner’s TSC. The Transmission Owner will not adjust the 1SO's calculation.

The CRR revenue will be calculated monthly and will enter the TSC formula with a two-
month lag (e.g., January actual data will be used in February to calculate the CRR term used in
the TSC for March). Each Transmission Owner will identify for the ISO each ETA (“Identified
ETA”), under which the Transmission Owner is a customer, the expenses for which are included
in the Transmission Owner’s RR. The ISO shall calculate that Transmission Owner’s
Congestion Payments received from Grandfathered TCCs and Imputed Revenues from
Grandfathered Rights from the Transmission Owner’s Identified ETAs. If the inclusion of the
costs under an Identified ETA in the Transmission Owner’s RR is subject to refund, then the
CRR shall be subject to adjustment. If the costs under one or more of the Identified ETAS are
removed from the RR and the Transmission Owner is required to recalculate its TSC with the

adjusted RR, then in recalculating the TSC, the Transmission Owner shall reverse the portion of



the CRR that was attributed to each such ETA. The Transmission Owner shall rebill the
customers based on the recalculated TSC. To the extent the Transmission Owner owes a refund
to the customer, it shall comply with any applicable refund obligations, including payment of
interest to the extent due pursuant to 18 C.F.R. § 35.19a(a)(2)(iii), or its successor. If the
reversal of the CRR results in a higher TSC than was charged, the customer shall pay in the time
prescribed for payment of TSCs the Transmission Owner the difference between the TSC
payments it made and the rebilled amounts, with interest thereon from the dates payments were
made to the date that the rebilled amounts are due. Said interest will be calculated in the same
manner as interest on over-payments as specified in 18 C.F.R. § 35.19a(a)(2)(iii), or its
SuCcessor.

The Reserved will be calculated monthly and will enter the TSC formula with a two-
month lag (e.g., January actual data will be used in February to calculate the ETCNL TCC term
used in the TSC for March). The ISO shall calculate a Transmission Owner’s Reserved.

WR: The revenue that a Transmission Owner collects for new external sales will be
calculated monthly and will enter the WR term in the TSC formula with a two-month lag (i.e.,
January actual data will be used in February to calculate the WR term used in the TSC for
March). The I1SO is responsible for calculating new external sales subcomponent of the WR
component of each Transmission Owner’s TSC. The Transmission Owner will not adjust the
ISO's calculation. The actual revenue that a Transmission Owner collects for grandfathered
OATT service that extends beyond ISO start-up, and revenues related to pre-OATT
grandfathered arrangements as provided for under numbers (2) and (3) of Original Sheet No.

214A, will also be calculated monthly and will enter the WR term in the TSC formula based



upon the prior month's information. For the first month the credit will be equal to the actual

revenues received under those-grandfathered agreements to be included in the WR component.
The BU term will be updated based on Transmission Owner filings to FERC (or a

NYISO filing to FERC on behalf of LIPA) under the FPA. These filings will be made when the

Transmission Owner determines that a change to its BU is required.

14.1.2.2 Implementation of TSC

At the start of LBMP implementation, certain variables of the TSC equation will not be
available. For the first and second month of LBMP implementation, the only terms in the TSC
equation that will be known by each Transmission Owner are its Annual Transmission Revenue
Requirement (RR), Scheduling, System Control and Dispatch Costs (CCC), Revenues from the
Sale of TCCs in the Transitional Auction (SR;), Wheeling Revenues Associated with continuing
OATT reservations (WR) and Billing Units (BU), which have been approved by or filed with
FERC or, in the case of LIPA, approved by the Long Island Power Authority's Board of
Trustees. (Billing Units for “metered” retail customers are based on manual meter readings).
For these two months each Transmission Owner shall calculate its TSC using the following
equation:

WHOLESALE TSC = [(RR+12) +(CCC=+12) - SR-WR]/BU+12)

LTPP will not be available until after the Initial Auction as defined in Attachment M for
Long Term TCCs. For the third month of LBMP implementation until the second month of the
Capability Period corresponding to the initial auction for Long Term TCCs, each Transmission
Owner shall calculate its TSC using the following equation:

WHOLESALE TSC ={(RR+12) + (CCC+12) - SR - ECR -CRR-WR}/(BU+12)



From the second month of the Capability Period corresponding to the initial auction for
Long Term TCCs, until the conclusion of the LBMP Transition Period, the TSC shall be
calculated using the equation in Section 14.1.2.1.

After the conclusion of the LBMP Transition Period, the LTPP component will no longer
be applicable and each Transmission Owner shall calculate its Wholesale TSC using the
following equation:

WHOLESALE TSC = {(RR:12) + (CCC:12) - SR - ECR - CRR - WR - Reserved}/(BU:12)

14.1.3 Filing and Posting of Wholesale TSCs

The Transmission Owners shall coordinate with the ISO to update certain components of
the Wholesale TSC formula on a monthly basis or Capability Period basis. Each Transmission
Owner may update its Wholesale TSC calculation to change its RR, CCC, or BU component
value(s). Such updates, however, shall be subject to necessary FERC filings under the FPA.
Each Transmission Owner will calculate its monthly Wholesale TSC and provide the 1ISO with
the Wholesale TSC by no later than the fourteenth of each month, for posting on the OASIS to
become effective on the first of the next calendar month. Beginning with the implementation of
LBMP, the monthly Wholesale TSCs for each of the Transmission Districts shall be posted on
the OASIS by the ISO no later than the fifteenth of each month to become effective on the first

of the next calendar month.

14.1.4 TSC Calculation Information

The Annual Transmission Revenue Requirements (“RR”); Scheduling, System Control
and Dispatch Costs (“CCC”), Billing Units (“BU”) and Rates of the Transmission Owners,
except NYPA, for the purpose of calculating the respective Transmission District-based

Wholesale TSC are shown in Table 1 below.



TABLE 1 - WHOLESALE TSC CALCULATION INFORMATION

Transmission Revenue Scheduling Annual Billing | Rate
Owner Requirement System Control | Units (BU) $/MWh?!

(RR) and Dispatch MWh

Costs (CCC)

Central Hudson Gas &
Electric Corp. $16,375,919 $1,309,980 4,723,659 $3.7441
Consolidated Edison Co.
of NY, Inc. $385,900,000 $21,000,000 49,984,628 $8.1405
LIPA $105,602,083 $3,453,343 20,618,939 $5.2891
New York Electric &
Gas Corporation2 $94,143,899 $1,633,000 14,817,111 $6.4639
Niagara Mohawk Power | See Attachment | See Attachment | See Attachment | See
Corporation H, Section H, Section 14.1.9 | H, Section Attachment H,

14.1.9 14.1.9 Section 14.1.9
Orange and Rockland
Utilities, Inc. $21,034,831 $942,579 3,595,947 $6.1117
Rochester Gas and
Electric $25,795,509 $583,577 6,967,556 $3.7860

Corporation

1 . . .. . .
The rate column represents the unit rate prior to crediting; the actual rate will be determined pursuant to the
applicable TSC formula rate.

2NYSEG’s RR, BU and unit Rate prior to adjustment pursuant to Attachment H, are subject to retroactive
modification pursuant to the provisions of the Settlement Agreement approved by the Commission in its March 26,
2004 order issued in Docket No. EL04-56-000. For any Transmission Customer that “opts out” of the Settlement
Agreement as described in paragraph 1.E thereof, the applicable NYSEG “RR” shall be $100,541,739; the “BU”
shall be 13,741,901 MWh; and, the “Rate” prior to adjustment pursuant to Attachment H, shall be $7.4235 effective
as of March 1, 2004.

14.15 Treatment of Gross Receipts Tax
14.15.1 Central Hudson Gas & Electric Corporation

Central Hudson’s TSC shall be increased by dividing the following surcharge factors into
the total of all applicable rates and charges to reflect the New York State GRT (0.94922 in the
MTA regions and 0.95750 in the non-MTA regions), which is not specifically provided for in the
transmission rate, to the extent such tax is imposed on Central Hudson as a result of the

transmission service provided to such Customer. Central Hudson shall make an appropriate




filing pursuant to Section 205 of the Federal Power Act to implement any change in the specified

tax rate prior to altering the tax rate under this provision.

14.1.5.2 Consolidated Edison Company of New York, Inc.

The GRT is included in Con Edison's TSC rate. Con Edison will not charge separately
for GRT.
14.1.5.3 LIPA

The GRT is included in LIPA's TSC rate. LIPA will not charge separately for GRT.

14.1.5.4 New York State Electric & Gas Corporation

The Transmission Customer shall pay an amount sufficient to reimburse NYSEG for any
amounts payable by NYSEG as sales, excise, value-added, gross receipts or other applicable
taxes with respect to the total amount payable to NYSEG pursuant to the Tariff. The total of all
rates and charges will be divided by the appropriate tax factor listed below, depending upon the
geographic location of the Transmission Customer’s Point(s) of Delivery

Within the Metropolitan Commuter Transportation District: 0.984583
Not within the Metropolitan Commuter Transportation District:  0.986823

These tax factors incorporate the taxes imposed on the Transmission Provider’s electric
revenues pursuant to New York law and represents the Franchise Tax on Gross Earnings, the
Gross Income Tax, and where applicable the Metropolitan Commuter Transportation District
Surcharge.

This Provision shall be effective upon commencement of services under the ISO OATT.



14.1.5.5 Niagara Mohawk Power Corporation

For the settled Niagara Mohawk TSC rate, the GRT is included in the RR and there will
be no separate GRT tax assessed; For the filed Niagara Mohawk TSC rate, GRT initially is
included in the RR and there will be no separate GRT assessed; however, this issue with regard
to GRT is subject to final Commission action in Docket No. OA96-194-000, including all

stipulations executed in connection therewith.

14.1.5.6 Orange and Rockland Utilities, Inc.

The Transmission Customer’s rate will be increased to reflect the gross receipts tax
(“GRT”) which is not specifically provided for in the transmission rate and ancillary service
rates, that a governmental authority may impose on Orange and Rockland as a result of the
Transmission Service provided to such Transmission Customer pursuant to Sections 186 and
186-a of the New York Tax Law. The current effective GRT rate for the Section 186-a tax is
3.25% from October 1, 1998 through October 31, 1999 and 2.5% on and after January 1, 2000.
The maximum locality rate allowable under state law for each locality is specified below.
However, if the actual locality rate is less than the maximum locality rate permitted under state
law, O&R shall charge the actual tax rate levied by the locality. The currently effective GRT

rate for the Section 186 tax is .75%.

Airmont 1.0%
Bloomingburg 1.0%
Chestnut Ridge 1.0%
Goshen 1.0%
Grandview on Hudson 1.0%
Greenwood Lake 1.0%
Harriman 1.0%
Haverstraw 1.0%
Highland Falls 1.0%
Hillburn 1.0%
Kaser 1.0%

Kiryas Joel 1.0%



Middletown 1.0%

Monroe 1.0%
Montebello 1.0%
New Hempstead 1.0%
New Square 1.0%
Nyack 1.0%
Otisville 1.0%
Piermont 1.0%
Pomona 1.0%
Port Jervis 1.0%
Sloatsburg 1.0%
South Nyack 1.0%
Spring Valley 1.0%
Suffern 1.0%
Unionville 1.0%
Upper Nyack 1.0%
Warwick 1.0%
Washingtonville 1.0%
Wesley Hills 1.0%
West Haverstraw 1.0%
Waurtsboro 1.0%

14.1.5.7 Rochester Gas & Electric Corporation

The Transmission Customer’s rate will be increased to reflect the gross receipts tax
which is not specifically provided for in the transmission rate and ancillary service rates, that a
governmental authority may impose on RG&E as a result of the Transmission Service provided
to such Transmission Customer pursuant to Sections 186 and 186-a of the New York Tax Law.
The currently effective GRT rate for the Section 186-a tax is 3.5% and each locality rate is

specified below. The currently effective GRT rate for the Section 186 tax is .75%.

City of Rochester 3.0%
Leroy 1.0%
Manchester 1.0%
Perry 1.0%
Shortsville 1.0%
Warsaw 1.0%
Hilton 1.0%
Pittsford 1.0%
Caledonia 1.0%
Wolcott 1.0%

Avon 1.0%



Leicester 1.0%

Nunda 1.0%
Genesco 1.0%
Mt. Morris 1.0%
Sodus Point 1.0%
Livonia 1.0%
Meridian 1.0%
City of Canandaigua 1.0%
Fairport 1.0%
Brockport 1.0%
Scottsville 1.0%
East Rochester 1.0%

14.1.6 TSC For Retail Access Customers (“RTSC”)

Customers who apply for unbundled Transmission Service in accordance with the
provisions of a Transmission Owner’s retail access program filed with the PSC or, in the case of
LIPA, approved by the Long Island Power Authority’s Board of Trustees, will be responsible for

paying a retail transmission service charge as detailed in Section 5 of this Tariff.

14.1.7 NYPA Transmission Service Charge

The NYPA TSC for service to its directly connected Loads (Reynolds Metals, GM-
Massena, Town of Massena and the City of Plattsburgh) shall, at the Eligible Customer’s option,
be (a) $1.30 per kilowatt-month or (b) no more than $3.75 per MWh; not to exceed $60.00 per
MW Day applied to peak MWh scheduled any hour each day; not to exceed $300.00 per MW-
Week applied to the peak MWh scheduled any hour each week. The TSC applicable to service
over the Vermont intertie and the Ontario-Hydro intertie shall be the same as (b). The TSC
applicable to service over the Hydro-Quebec intertie shall be no more than $4.62 per MWh; not
to exceed $73.85 per MW-Day applied to peak MWh scheduled each day; not to exceed $369.23

per MW-Week applied to the peak MWh scheduled any hour each week. NYPA shall coordinate

°The NYPA TSC shall not apply to service over the Vermont intertie provided that the conditions listed in
Section 2.7.2.1.4 of this Tariff are satisfied.



with the I1SO to update its TSC. Such updates shall be subject to FERC filings.

14.1.8 Discounting

Each Transmission Owner may advise the ISO of discounts to its TSC applicable during
a specified period to all deliveries to a particular Interconnection between the NYCA and another
Control Area. The ISO shall post the discounts on the OASIS for the specified period.

Three principal requirements apply to discounts for Transmission Service as follows: (1)
any offer of a discount made by a Transmission Owner must be announced to all Eligible
Customers solely by posting on the OASIS; (2) any customer-initiated requests for discounts
(including requests for use by a Transmission Owner's wholesale merchant or an Affiliate's use)
must occur solely by posting on the OASIS; and (3) once a discount is negotiated, details must
be immediately posted on the OASIS. For any discount that the Transmission Owner agrees to
and advises the ISO of, the same discounted Transmission Service rate will be offered to all
Transmission Customers for the same period for all deliveries to a particular Interconnection
between the NYCA and another Control Area. The ISO will post the discounts on the OASIS for

the specified period.



TABLE 2

Applicable Wholesale TSC for Exports from

New York State, by Transmission Circuit

Wholesale
Ckt.Id From/To KV From Co./To Ext. TSC Paid
5018 Ramapo / Branchburg 500 O&R/PJIM Con Ed/O&R
398 Pleasant Valley/ Long Mtn 345 CHG&E / NE Con Ed
B3402 Farragut / Hudson 345 Con Ed/ PIM Con Ed
C3403 Farragut / Hudson 345 Con Ed / PIM Con Ed
A2253 Goethals / Linden 230 Con Ed/PIM Con Ed
FE Smithfield / Falls Village 69 CHG&E/NE CHG&E
1385 Northport / Norwalk * 138 LIPA/NE LIPA
393 Alps / Berkshire 345 NMPC / NE NMPC
69 So. Ripley / Erie East 230 NMPC / PJM NMPC
E205W Rotterdam / Bear Swamp 230 NMPC / NE NMPC
BP76 Packard / Beck 230 NMPC / OH NMPC
171 Falconer / Warren 115 NMPC / PIM NMPC
6 Hoosick / Bennington 115 NMPC /NE NMPC
7 Whitehall / Blissville 115 NMPC / NE NMPC
1 Dennison / Rosemont 115 NMPC / HQ NMPC
2 Dennison / Rosemont 115 NMPC / HQ NMPC
37-HS Stolle Road / Homer City 345 NYSEG / PJM NYSEG
30-HW Watercure / Homer City 345 NYSEG / PIM NYSEG
70-EH Hillside / East Towanda 230 NYSEG / PIM NYSEG
952 Goudey / Laurel Lake 115 NYSEG / PJM NYSEG
956 No. Waverly / East Sayre 115 NYSEG / PIM NYSEG
J So. Mahwah / Waldwick 345 O&R / PIM Con Ed/O&R
K So. Mahwah / Walkwick 345 O&R / PIM Con Ed/O&R
7040 Massena / Chateaugay 765 NYPA /HQ NYPA NYPA
PA302 Niagara / Beck A 345 NYPA / OH NYPA
PA301 Niagara / Beck B 345 NYPA /OH NYPA
L34P Moses / St. Lawrence 230 NYPA / OH NYPA
L33P Moses / St. Lawrence 230 NYPA / OH NYPA
PA27 Niagara / Beck 230 NYPA /OH NYPA
PV-20 Plattsburgh / Grand Isle 115 NYPA /NE NYPA

1

All scheduling over the Northport - Norwalk Intertie is conducted by LIPA pursuant to Section 5.7 of this Tariff.




Except for those municipal utilities and electric cooperatives that continue to take

TABLE 3

Applicable Wholesale TSC for Municipal Utilities,

Electric Cooperatives and Loads

transmission service under an Existing Transmission Agreement, the following Loads shall be

obligated to pay the noted Transmission District - based TSC as applicable in accordance with

Section 2.7 of this Tariff.

Load TSC Paid Load TSC Paid Load TSC Paid
Greene NYSEG Sherrill NMPC
Green Island NMPC Silver Springs NYSEG
Greenport LIPA Skaneateles NMPC
Groton NYSEG Solvay NMPC
Hamilton NYSEG Spencerport RG&E
Holley NMPC Springville NMPC
llion NMPC Steuben NYSEG
Akron NMPC Lake Placid NMPC Theresa NMPC
Andover NMPC Little Valley NMPC Tupper Lake NMPC
Angelica RG&E Marathon NYSEG Watkins Glen NYSEG
Arcade NMPC Mayville NMPC Wellsville NMPC
Bath NYSEG Mohawk NMPC Westfield NMPC
Bergen NMPC Oneida NMPC/ Massena NYPA
-Madison NYSEG
Boonville NMPC Otsego NYSEG Freeport LIPA
Brolton NMPC Penn Yan NYSEG Jamestown NMPC
Castile NYSEG Philadelphia NMPC Rockville Ctr. LIPA
Churchville NMPC Plattsburgh NYPA Alcoa (1)
Delaware NYSEG Richmondville NMPC Reynolds NYPA
Endicott NYSEG Rouses Point NYSEG Gen. Motors NYPA
(Massena, NY)
Fairport NMPC Salamanca NMPC Cornwall NMPC
Frankfort NMPC Sherburne NYSEG

Notes: (1) - Load is treated as an entity external to the NYCA.

14.1.9 Niagara Mohawk Power Corporation Wholesale TSC Formula
Components RR, CCC and BU and Sources of Data Inputs

Niagara Mohawk Power Corporation (“NMPC”) will calculate and update each of its RR,

CCC, and BU components annually using the formulas for each component contained in




Attachment 1 and in accordance with the update procedures set forth in Section 14.1.9.4. With
the exception of forecasted information, the cost data used in the Formula Rate will be cost data
from NMPC’s annual FERC Form 1, NMPC’s Annual Report to the New York State Public

Service Commission, or NMPC’s official books of record.

14.1.9.1 Definitions

Capitalized terms used in this calculation will have the following definitions:

Allocation Factors

141911 Electric Wages and Salaries Allocation Factor shall be fixed at 0.835.

14.1.9.1.2 Gross Transmission Plant Allocation Factor shall equal the total
investment in Transmission Plant in Service, Transmission Related Electric
General Plant, Transmission Related Common Plant and Transmission Related
Intangible Plant divided by Gross Electric Plant.

14.19.1.3 Transmission Wages and Salaries Allocation Factor shall be fixed at 0.13.

14.19.14 Gross Electric Plant Allocation Factor shall equal Gross Electric Plant
divided by the sum of Total Gas Plant, Total Electric Plant, and total Common

Plant.

Ratebase and Expense Items

14.1.9.1.5 Administrative and General Expense shall equal expenses as recorded in
FERC Account Nos. 920-935. FERC Account No. 926 shall be adjusted by
reversing the adjustment to the deferred pension costs booked per the NYPSC
Statement of Policy for Accounting and Ratemaking Treatment for Pension and

Post-Retirement Benefits Other than Pensions. In addition, Administrative and



General Expenses shall exclude the actual Post-Employment Benefits Other than
Pensions (“PBOP”) expenses included in FERC Account No. 926, and shall add
back the FERC accepted Post Employment Benefit Other than Pensions of
$88,644,000 annually or $7,387,000 per month or any other amount subsequently
approved by FERC under Section 205 or 206 of the Federal Power Act.

14.1.9.1.6 Amortization of Investment Tax Credits shall equal credits as recorded in
FERC Account No. 420, per 18 C.F.R. Parts 101 (Electric) and 201 (Gas).

14.1.9.1.7 Amortization of Debt Discount Expense shall equal expenses as recorded
in FERC Account No. 428.

14.1.9.1.8 Amortization of Loss on Reacquired Debt shall equal expenses as
recorded in FERC Account No. 428.1.

14.1.9.1.9 Amortization of Premium on Debt —Credit shall equal the expenses as
recorded in FERC Account 429.

14.1.9.1.10  Amortization of Gain on Reacquired Debt--Credit shall equal the expenses
as recorded in FERC Account No. 429.1.

14.1.9.1.11  Common Plant shall equal the balance of plant recorded in FERC Account
Nos. 389-399. Common Plant shall be defined as the plant common to NMPC’s
gas and electric functions per 18 C.F.R. Parts 101 (Electric) and 201 (Gas).

14.1.9.1.12  Common Plant Depreciation Expense shall equal the common plant
depreciation expenses as recorded in FERC Account No. 403 associated with

Common Plant per 18 C.F.R. Parts 101 (Electric) and 201 (Gas).



14.1.9.1.13 Common Plant Depreciation Reserve shall equal the common plant
depreciation reserve balance as recorded in FERC Account No. 108 associated
with Common Plant per 18 C.F.R. Parts 101 (Electric) and 201 (Gas).

14.1.9.1.14  Depreciation Expense for Transmission Plant in Service shall equal
depreciation expenses as recorded in FERC Account No. 403 calculated using the
depreciation rates set forth in the following table:

Depreciation Rates

FERC Account/NMPC Internal Account No. Annual Rate
350 Land —Rights of Way and Easements 1.33
352 Structures and Improvements 1.92
353 Station Equipment 1.90
353.55 Station Equipment — EMS 5.00
354 Towers and Fixtures 1.47
355 Poles and Fixtures 1.91
356 Overhead Conductors and Devices

Steel Tower Lines 1.40

Wood Pole Lines 1.58
357 Underground Conduit 2.02
358 Underground Conductors and Devices 1.40
359 Roads and Trails 1.33
370 Meters

Meters 2.78

Installation 2.78

14.1.9.1.15 Distribution Plant shall equal the plant balance as recorded in FERC
Account Nos. 360 — 374.
14.1.9.1.16  Equity AFUDC Component of Depreciation Expense shall equal the

activity recorded in FERC Account No. 419.1.



14.1.9.1.17  Electric Environmental Remediation Expense shall be the environmental
remediation expense as recorded in NMPC’s internal Account 930.200.

14.1.9.1.18  Electric General Plant shall equal the plant balance recorded in FERC
Account Nos. 389-399. Electric General Plant shall be defined as the general
plant associated with NMPC'’s electric function.

14.1.9.1.19  Electric General Plant Depreciation Expense shall equal general plant
depreciation expenses as recorded in FERC Account No. 403 associated with
Electric General Plant.

14.1.9.1.20  Electric General Plant Depreciation Reserve shall equal the general plant
depreciation reserve balance as recorded in FERC Account No. 108 associated
with Electric General Plant.

14.1.9.1.21  Electric Property Insurance shall equal property insurance recorded in
FERC Account No. 924.

14.1.9.1.22  Electric Research and Development Expense shall equal research and
development expenses as recorded in NMPC internal Account No. 930.210.

14.1.9.1.23  Gain on Reacquired Debt shall equal the balance as recorded in FERC
Account No. 257.

14.1.9.1.24  Gross Electric Plant shall equal Total Electric Plant plus an allocation of
Common Plant determined by multiplying Common Plant by the Electric Wages
and Salaries Allocation Factor.

14.1.9.1.25 Gross Plant (Gas & Electric) shall equal Total Gas Plant plus Total

Electric Plant plus Total Common Plant.



14.1.9.1.26  Gross Transmission Investment shall equal the total of Transmission Plant
in Service, Transmission Related Electric General Plant, Transmission Related
Common Plant and Transmission Related Intangible Plant.

14.1.9.1.27 Intangible Electric Plant shall equal the balance of plant recorded in FERC
Account Nos. 301-303. Intangible Electric Plant shall be defined as the intangible
plant associated with NMPC’s electric functions.

14.1.9.1.28 Intangible Electric Plant Depreciation Expense shall equal the intangible
electric plant depreciation expenses as recorded in FERC Account No. 403
associated with Intangible Electric Plant.

14.1.9.1.29 Intangible Electric Plant Depreciation Reserve shall equal the intangible
plant depreciation reserve balance as recorded in FERC Account No. 108
associated with Intangible Electric Plant.

14.1.9.1.30  Loss on Reacquired Debt shall equal the loss on reacquired debt as
recorded in FERC Account No. 189.

14.1.9.1.31  Materials and Supplies shall equal materials and supplies balance as
recorded in FERC Account No. 154 per 18 C.F.R. Parts 101 (Electric) and 201
(Gas).

14.1.9.1.32  Payroll Taxes shall equal the electric payroll tax expenses related to FICA
and federal and state unemployment as recorded in NMPC’s internal Account
Nos. 408.100, 408.110 and 408.130.

14.1.9.1.33  Plant Held for Future Use shall equal the balance as recorded in FERC

Account No. 105 for transmission uses within 5 years.



14.1.9.1.34  Prepayments shall equal prepayment balance as recorded in FERC
Account No. 165 per 18 C.F.R. Parts 101 (Electric) and 201 (Gas) less prepaid
state and Federal income taxes.

14.1.9.1.35 Real Estate Tax Expenses shall equal electric real estate tax expense as
recorded in NMPC’s internal Account No. 408.140 and 408.180.

14.1.9.1.36  Regulatory Assets and Liabilities shall equal state and federal regulatory
asset balances in FERC Account Nos. 182.3 and 254, assets and liabilities solely
related to FAS109, and excess AFUDC.

14.1.9.1.37  Total Accumulated Deferred Income Taxes shall equal the sum of deferred
tax balances recorded in FERC Account Nos. 281 - 283 plus accumulated
deferred investment tax credits as reflected in FERC Account No. 255, minus the
deferred tax balance in FERC Account No. 190. Total Accumulated Deferred
Income Taxes shall exclude the specifically identified generation-related stranded
cost deferred taxes.

14.1.9.1.38  Total Electric Plant shall equal the sum of Transmission Plant,
Distribution Plant, Electric General Plant and Intangible Electric Plant.

14.1.9.1.39  Total Gas Plant shall equal the plant balance recorded in 18 C.F.R. Part
201, FERC Account Nos. 301-399. Total Gas Plant shall exclude Common Plant.

14.1.9.1.40  Transmission Depreciation Reserve shall equal electric transmission plant
related depreciation reserve balance as recorded in FERC Account No. 108, plus
Transmission Related General Plant Accumulated Depreciation, Transmission
Related Amortization of Other Utility Plant, and Common Plant Accumulated

Depreciation associated with Gross Electric Plant.



14.1.9.1.41  Transmission Operation and Maintenance Expense shall equal the sum of
electric expenses as recorded in FERC Account Nos. 560, 562-574.

14.1.9.1.42  Transmission Plant shall equal the gross plant balance as recorded in
FERC Account Nos. 350-359.

14.1.9.1.43  Transmission Related Bad Debt Expense shall equal Bad Debt Expense as
reported in Account 904 related to NMPC’s wholesale transmission billing.

14.1.9.1.44  Unamortized Discount on Long-Term Debt shall equal the balance in
FERC Account No. 226.

14.1.9.1.45 Wholesale Metering Investment shall equal the gross plant investment
associated with any Revenue or Remote Terminal Unit (“RTU”) meters and
associated equipment connected to an internal or external tie at voltages equal to
or greater than 23 kV. The gross plant investment shall be determined by
multiplying the number of such existing wholesale meters recorded in FERC
Account No. 370.3 and in blanket metering accounts by the average cost of the
meters plus the average costs of installation. To the extent future gross plant
investment for Wholesale Metering can be specifically identified, actual gross

meter costs will be used.

Forecast and True-up Related Terms

14.1.9.1.46  Forecast Period shall mean the calendar year immediately following the
calendar year for which the most recent FERC Form 1 data is available, as of the
beginning of the Update Year.

14.1.9.1.47  Forecasted Transmission Plant Additions (“FTPA”) shall mean the sum

of:



14.1.9.1.47.1 NMPC'’s actual Transmission Plant additions during the first quarter
(January 1 through March 31) of the Forecast Period; and

14.1.9.1.47.2 NMPC’s forecasted transmission investment for the Forecast Period less
the amount (i), divided by 2.

14.1.9.1.48 Interest on refunds, surcharges, or adjustments, as applicable, shall mean
interest calculated in accordance with the methodology specified in the
Commission’s regulations at 18 C.F.R. § 35.19a (a) (2) (iii) (or as such provision
may be renumbered in the future).

14.1.9.1.49  Actual Transmission Revenue Requirement shall mean the current
Historical Transmission Revenue Requirement (as defined in Attachment 1).

14.1.9.1.50  Actual Scheduling, System Control and Dispatch cost shall mean the most
recently established CCC (as defined in Attachment 1).

14.1.9.1.51  Actual Billing Units shall mean the most recently established BU (as
defined in Attachment 1).

14.1.9.1.52  Prior Year Transmission Revenue Requirement shall equal RR less
Annual True-Up (“ATU”), as defined in Attachment 1, for the most recently
ended calendar year as of the beginning of the Update Year.

14.1.9.1.53  Prior Year Scheduling, System Control and Dispatch shall equal the CCC,
as defined in Attachment 1, for the prior calendar year.

14.1.9.1.54  Prior Year Billing Units shall equal the BU, as defined in Attachment 1,
for the prior calendar year.

14.1.9.1.55  Prior Year Unit Rate shall equal the sum of RR, as defined in

Attachment 1, for the most recently ended Prior Year Revenue Requirement and



the Prior Year Scheduling, System Control and Dispatch divided by the Prior
Year Billing Units.

14.1.9.1.56  Annual Update shall mean the calculation of the RR, CCC, and BU
components with Data Inputs for an Update Year in accordance with Section
14.1.9.4.

14.1.9.1.57  Data Input shall mean any data required for the calculation of RR, CCC
and BU, in accordance with the Formula Rate.

14.1.9.1.58  Formal Challenge shall mean a challenge presented in accordance with
Section 14.1.9.4.3.2.

14.1.9.1.59 Informational Filing shall mean the filing that NMPC makes in accordance
with Section 14.1.9.4 to establish the Annual Update for an Update Year.

14.1.9.1.60 Interested Party shall mean a person that is (i) a party to FERC Docket No.
ERO08-552, (ii) the New York State Public Service Commission; (iii) a
transmission customer under this Tariff that pays charges based on the Formula
Rate during the calendar year prior to the submission of the Informational Filing;
or (iv) a state regulatory authority having jurisdiction over the retail electric rates
of such a transmission customer, provided that such regulatory authority or such
customer notifies NMPC of that fact no later than 30 days prior to the Publication
Date. An Interested Person includes employees of or consultants to such person.

14.1.9.1.61  Material Accounting Change shall mean an accounting policy or practice,
including, but not limited to, a policy or practice affecting the allocation of costs
or revenues, employed by NMPC during an Update Year that differs from the

corresponding policy or practice in effect during any of the three previous



calendar years which change affects any Data Input for the Update Year by $1.0
million or more, as compared to the previous calendar year.
14.1.9.1.62  Preliminary Challenge shall mean a challenge presented by an Interested
Party in accordance with Section 14.1.9.4.2.1.
14.1.9.1.63  Publication Date shall be the date of an Informational Filing for an Update
Year.
14.1.9.1.64  Review Period shall be the period ending one-hundred and fifty (150) days
after the Publication Date, unless extended in accordance with Section
14.1.9.4.2.1.
14.1.9.1.65 Formula Rate shall be the formulas set forth in Attachment 1.
14.1.9.1.66  Update Year shall be the period from July 1 of a given calendar year
through June 30 of the subsequent calendar year for a particular Annual Update.
All references to FERC accounts in the above definitions are references to 18 C.F.R. Part
101, unless specifically noted otherwise. In the event that the above-referenced FERC accounts
are renumbered, renamed, or otherwise modified, the above sections shall be deemed amended to

incorporate such renumbered, renamed, modified or additional accounts.

14.1.9.2 Calculation of RR

The RR component shall equal the (a) Historical Transmission Revenue Requirement
plus (b) the Forecasted Transmission Revenue Requirement plus (c) the Annual True-Up,

determined in accordance with the Formula Rate.

14.1.9.3 Fixed Formula Inputs

Formula Rate inputs for (i) the authorized return on common equity (“ROE”), (ii) any cap

on the common equity component of the capital structure, (iif) amount and amortization period



of extraordinary property losses, (iv) depreciation and/or amortization rates, (v) PBOP expenses,
and (vi) the electric wages and salaries allocation factor and transmission wages and salaries
allocation factor shall be stated values until changed by the FERC pursuant to Section 205 or
Section 206 of the Federal Power Act. An application under Section 205 or 206 or a proceeding
initiated by FERC sua sponte under Section 206 to modify any of these stated values under the
Formula Rate other than the ROE, the cap on the common equity component of the capital
structure or the allocation factors in (vi) shall not be deemed to open for review other

components of the Formula Rate.

14.1.9.4 Annual Update Process
14.19.4.1 Annual Updates

14.1.9.4.1.1  On or before June 14™ of each year, NMPC shall recalculate its RR, CCC,
and BU components, applying the Data Inputs called for in the Formula Rate to
produce the Annual Update for the upcoming Update Year, and:

14194111 shall post such Annual Update and a “workable” excel file
containing that year’s Annual Update on the NYISO’s Internet website;

1419.4.1.1.2 shall file such Annual Update with the FERC as the Informational
Filing. The submission of such Informational Filing with FERC shall not require
any action by the agency; and

141.9.4.1.1.3 shall serve the Annual Update electronically on all Interested
Parties.

14.1.9.4.1.2 If the date for making the Informational Filing should fall on a weekend or
a holiday recognized by the FERC, then the posting/filing shall coincide with the

NYISO posting requirement for July rates.



14.1.9.4.1.3 The Annual Update for the Update Year:

141.9.4.1.31 shall use the Data Inputs specified in NMPC’s Formula Rate, and
therefore, to the extent specified in NMPC’s Formula Rate, be based upon
NMPC’s FERC Form No. 1 data for the most recent calendar year; to the extent
specified in NMPC’s Formula Rate, be based upon the books and records of
NMPC consistent with FERC accounting policies, and, to the extent specified in
NMPC’s Formula Rate, be based on projections for the upcoming calendar year;

14.19.4.1.3.2 shall provide supporting documentation for Data Inputs in the form
of the data provided in Attachment C to the Offer of Settlement dated April 6,
2009, in Docket No. ER08-552; and, with respect to Billing Units, shall include
monthly documents in PDF format with redacted names and revised reference
numbers for each entity to protect confidentiality, showing the Billing Units for
each month of the most recently completed calendar billing year (the six-month
updated BUs), including NMPC’s Transmission Owner Load (“TOL”), consisting
of metered loads for the December through November timeframe showing the
calendar billing year BUs reported to the NYISO by NMPC. The total MWh of
generation (including load modifiers) and net interchange for each NMPC
transmission zone will be displayed. National Grid will also provide a document
as a “workable” Excel file summarizing the TOL for disputed station service,
High Load Factor Fitzpatrick and any other entity excluded from the Billing Units
calculation in Attachment 1, Schedule 6.12, of the Formula Rate. The summary

will be labeled to show the reason for exclusion, consistent with the definition of



Billing Units and will reconcile to the totals shown on Attachment 1, Schedule
6.12.

14.19.4.1.3.3 shall provide notice of and describe all Material Accounting
Changes, which description shall include an explanation of the purpose for and
the circumstances giving rise to the Material Accounting Change, including
references to any relevant orders, policies or notices of the Securities and
Exchange Commission, the FERC or a retail regulator, which explanation may
incorporate by reference any applicable disclosure statements filed with any such
agency;

14194134 shall provide notice of the date and location of the meeting to be
held in accordance with Section 14.1.9.4.2.2;

14.1.9.4.1.35 shall be subject to challenge and review only in accordance with
the procedures set forth in this Section 14.1.9.4, provided that such procedures
shall not preclude investigation of the Annual Update by FERC, including
through hearing procedures;

14.1.9.4.1.3.6 shall not seek to modify NMPC’s Formula Rate and shall not be
subject to challenge by an Interested Party seeking to modify NMPC’s Formula
Rate (i.e., all such modifications to the Formula Rate will require, as applicable, a
Federal Power Act Section 205 or Section 206 proceeding), provided that an
Interested Party may propose for consideration a change to the Formula Rate, as
provided in Section 14.1.9.4.3.5;

14.1.9.4.1.3.7 shall include a list of the email addresses of Interested Parties upon

which the Annual Update was served; and



14.1.9.4.1.3.8 shall provide a description of, and workpapers for, any correction
of an error discovered by NMPC that affects the calculation of any charges under
the Formula Rate during a prior year within the period applicable under Section
14.1.9.4.4.

14.1.9.4.1.4 The fixed Formula Rate inputs set forth in Section 14.1.9.3 shall not be

subject to adjustment in an Annual Update.

14.1.94.2 Annual Review Procedures

Each Annual Update shall be subject to the following review procedures:

14.1.9.4.2.1 Any Interested Party shall have up to one hundred fifty (150) days after
the Publication Date (unless such period is extended with the written consent of
NMPC) to review the calculations and to notify NMPC in writing of any specific
challenges to the accuracy of any Data Input in the Annual Update or the
conformance of any such Data Input with the requirements of the Formula Rate
(“Preliminary Challenge”); provided, however, that each Interested Party shall
make a good faith effort to submit Preliminary Challenges at the earliest
practicable date so that they may be resolved as soon as possible, and provide
NMPC with a non-binding list of potential Preliminary Challenges it may present,
based on its review of the Annual Update and on responses to information
requests provided to that point, within ninety (90) days of the Publication Date.
Any Preliminary Challenge shall be posted on the NYISO’s internet website and
served by electronic service on all Interested Parties by the next business day

following the date it is provided to NMPC.



14.1.9.4.2.2  Within thirty (30) days of the Publication Date, NMPC shall hold a
meeting open to all Interested Parties, at which meeting: (a) NMPC shall present
and explain the Annual Update; (b) NMPC shall respond to questions from
Interested Parties, to the extent such questions can be answered immediately; and
(c) Interested Parties shall identify any areas of potential Preliminary Challenges,
to the extent they have identified them at the time of the meeting.

14.1.9.4.2.3 Interested Parties shall have up to one hundred thirty (130) days after each
annual Publication Date (unless such period is extended with the written consent
of NMPC) to serve reasonable information requests on NMPC; provided,
however, that the Interested Parties shall make a good faith effort to submit
consolidated sets of information requests that limit the number and overlap of
questions to the extent practicable. Such information requests may be directed to
matters relevant to the accuracy of the Data Inputs included in the Annual Update
and the conformance of those Data Inputs with the requirements of the
corresponding provisions of the Formula Rate, including: (a) the reasons for any
change in a Data Input from the corresponding Data Input in an earlier Annual
Update; (b) the reasons for any change in a Data Input based on actual costs from
the corresponding Data Input based on a cost projection in an earlier Annual
Update; (c) any reports or other materials provided to fulfill the requirements of a
state or federal regulatory agency that explain the basis for projected or actual
costs reflected in a Data Input; and (d) the impact of any Material Accounting
Change identified in the Annual Update on the charges produced by the Formula

Rate.



14.1.9.4.2.4 NMPC shall make a good faith effort to respond to information requests

141.9.4.3

pertaining to the Annual Update within ten (10) business days of receipt of such
requests. NMPC may give reasonable priority to responding to requests that
satisfy the practicable coordination and consolidation provision of

Section 14.1.9.4.2.3, above. NMPC'’s responses to information requests shall not
be entitled to protection as privileged settlement communications; provided,
however, that: (a) any communications between NMPC and any Interested Party
in connection with efforts to negotiate a resolution of a Preliminary Challenge or
Formal Challenge shall be entitled to such protection; (b) if NMPC’s response to
an information request contains proprietary or trade secret information or critical
energy infrastructure information, NMPC and the Interested Party or Parties
receiving such information shall enter into a confidentiality agreement materially
similar to the model protective order used by the FERC to protect the
confidentiality of such 