
 

 

 

 

 

 

 

 

 

 

 

Attachment II 



  NYSEG\RG&E Draft 08/28/13SERVICE AGREEMENT NO. 2232

Service Agreement NoSERVICE AGREEMENT NO. 2232AMENDED AND RESTATEDTRANSMISSION FACILITY INTERCONNECTION AGREEMENTby and among theNEW YORK INDEPENDENT SYSTEM OPERATOR, INC.,NEW YORK STATE ELECTRIC & GAS CORPORATION,andTRANS-ALLEGHENY INTERSTATE LINE COMPANY
Dated as of August 6July 31, 20152019

(Mainesburg Substation)

DWT 27196429v3 0089555-000048 i



  NYSEG\RG&E Draft 08/28/13SERVICE AGREEMENT NO. 2232

DWT 27196429v3 0089555-000048 ii



TABLE OF CONTENTSARTICLE 1. DEFINITIONS 2ARTICLE 2. EFFECTIVE DATE, TERM AND TERMINATION 7ARTICLE 3. REGULATORY FILINGS 10ARTICLE 4. SCOPE OF INTERCONNECTION SERVICE 10ARTICLE 5. SYSTEM UPGRADE FACILITIES ENGINEERING, PROCUREMENT,AND CONSTRUCTION 11ARTICLE 6. TESTING AND INSPECTION 29ARTICLE 7. METERING 31ARTICLE 8. COMMUNICATIONS 33ARTICLE 9. OPERATIONS 3435ARTICLE 10. MAINTENANCE 42ARTICLE 11. PERFORMANCE OBLIGATION 44ARTICLE 12. INVOICE 4445ARTICLE 13. EMERGENCIES 4546ARTICLE 14. REGULATORY REQUIREMENTS AND GOVERNING LAW 4748ARTICLE 15. NOTICES 4849ARTICLE 16. FORCE MAJEURE 4950ARTICLE 17. DEFAULT 5051ARTICLE 18. INDEMNITY, LIMITATION OF LIABILITY, AND INSURANCE 5152ARTICLE 19. ASSIGNMENT 5758ARTICLE 20. SEVERABILITY 5859ARTICLE 21. COMPARABILITY 5859ARTICLE 22. CONFIDENTIALITY 5859
i



ARTICLE 23. ENVIRONMENTAL RELEASES 6465ARTICLE 24. [Reserved] 6566ARTICLE 25. INFORMATION ACCESS AND AUDIT RIGHTS 6566ARTICLE 26. SUBCONTRACTORS 6768ARTICLE 27. DISPUTES 6869ARTICLE 28. REPRESENTATIONS, WARRANTIES AND COVENANTS 7071ARTICLE 29. MISCELLANEOUS 7273APPENDIX A – ATTACHMENT FACILITIES AND SYSTEM UPGRADE FACILITIES 7879APPENDIX B – MILESTONES 8485APPENDIX C – INTERCONNECTION AND CONSTRUCTION PROVISIONS 8586APPENDIX D – SECURITY ARRANGEMENTS DETAILS 9091APPENDIX E – ADDRESSES FOR DELIVERY OF NOTICES AND BILLINGS 9192

ii



SERVICE AGREEMENT NO. 2232AMENDED AND RESTATED TRANSMISSION FACILITYTRANSMISSION FACILITY INTERCONNECTION AGREEMENTTHIS AMENDED AND RESTATED TRANSMISSION FACILITYINTERCONNECTION AGREEMENT (“Agreement”) is made and entered into this 6th31stday of August 2015July, 2019, by and among New York Independent System Operator, Inc.(“NYISO”), a not-for-profit corporation organized and existing under the laws of the State ofNew York, New York State Electric & Gas Corporation (“NYSEG”), a corporation organizedand existing under the laws of the State of New York, and Trans-Allegheny Interstate LineCompany (“TrAILCo”), a corporation organized and existing under the laws of the State ofMaryland.  NYSEG, NYISO or TrAILCo each may be referred to as a “Party” or collectivelyreferred to as the “Parties.”  The terms “Party” and “Parties” as used herein shall not includePJM Interconnection, L.L.C. (“PJM”) or any successor Regional Transmission Organization.Upon the effectiveness of this Agreement, that certain Transmission FacilityInterconnection Agreement entered into on August 6, 2015, by and among NYISO,NYSEG, and TrAILCo, and accepted for filing by Federal Energy Regulatory Commissionon September 18, 2015 in Docket No. ER15-2398-000, shall be deemed superseded.
RECITALS

WHEREAS, NYSEG is the owner of the Watercure Road to Homer City 345 kV transmissionline (the “Watercure Line”); andWHEREAS, the Watercure Line is operated by, and under the functional control of, the NewYork Independent System Operator, Inc. (“NYISO”), and the Watercure Line is considered partof the New York State Transmission System; andWHEREAS, TrAILCo is the owner of the Mainesburg 345 kV-115 kV substation (the“Mainesburg Substation” or “Transmission Facility”); andWHEREAS, once in service, the Mainesburg Substation will be operated by, and under thefunctional control of, PJM and is considered part of the PJM Transmission System; andWHEREAS, NYISO, NYSEG and TrAILCo have agreed to enter into this Agreement for thepurpose of interconnecting the Mainesburg Substation to the New York State TransmissionSystem; andWHEREAS, the interconnection of the Mainesburg Substation will entail electricallybifurcating the Watercure Line into two segments:  (a) the Watercure Road to MainesburgSubstation segment (the “WRM Segment”); and (b) the Mainesburg Substation to Homer Citysegment (the “MHC Segment”); and
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SERVICE AGREEMENT NO. 2232WHEREAS, the WRM Segment and the MHC Segment shall each be owned by NYSEG andunder the functional control of the NYISO; andWHEREAS, the interconnection of the Mainesburg Substation to the Watercure Line has beenstudied by TrAILCo and the results of that study are reflected in a “Facilities Study-Final” reportdated June 12, 2015; andWHEREAS, PJM is a signatory to this Agreement consistent with American Electric PowerService Corporation, 112 FERC ¶ 61,128 at P 10 (2005), to ensure that PJM is kept fullyapprised of the matters addressed herein so that PJM may be kept aware of any reliability andplanning issues that may arise.NOW, THEREFORE, in consideration of and subject to the mutual covenants containedherein, it is agreed:
ARTICLE 1.  DEFINITIONSWhenever used in this Agreement with initial capitalization, the following terms shall have themeanings specified in this Article 1.  Terms used in this Agreement with initial capitalizationthat are not defined in this Article 1 shall have the meanings specified in the NYISO Open-Access Transmission Tariff (“NYISO OATT”).Affected System shall mean an electric system other than the transmission system owned,controlled or operated by a Party that may be affected by the proposed interconnection.Affiliate shall mean, 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 orentity.  The term “control” shall mean the possession, directly or indirectly, of the power todirect the management or policies of a person or an entity.  A voting interest of ten percent ormore shall create a rebuttable presumption of control.Applicable Laws and Regulations shall mean all duly promulgated applicable federal, state andlocal laws, regulations, rules, ordinances, codes, decrees, judgments, directives, or judicial oradministrative orders, permits and other duly authorized actions of any Governmental Authority,including but not limited to Environmental Law.Applicable Reliability Councils shall mean the NERC, ReliabilityFirst, PJM, the NPCC and theNYSRC.Applicable Reliability Standards shall mean the requirements and guidelines of the ApplicableReliability Councils, as those requirements and guidelines are amended and modified and ineffect from time to time; provided that no Party shall waive its right to challenge the
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SERVICE AGREEMENT NO. 2232applicability or validity of any requirement or guideline as applied to it in the context of thisAgreement.Breach shall mean the failure of a Party to perform or observe any material term or condition ofthis Agreement.Breaching Party shall mean a Party that is in Breach of this Agreement.Business Day shall mean Monday through Friday, excluding federal holidays.Calendar Day shall mean any day including Saturday, Sunday or a federal holiday.Commercial Operation shall mean the status of the interconnection of the MainesburgSubstation to the Watercure Line at the Point(s) of Interconnection, and the energization of theMainesburg Substation, which points and substation have commenced transmitting electricity,excluding electricity transmitted during Trial Operation.Commercial Operation Date shall mean the date on which the Point(s) of Interconnection andthe Mainesburg Substation have achieved Commercial Operation as agreed to by the Parties.Confidential Information shall mean any information that is defined as confidential by Article22 of this Agreement.Control Area shall mean an electric power system or combination of electric power systems towhich a common automatic generation control scheme is applied in order to:  (1) match, at alltimes, the power output of the generators within the electric power system(s) and capacity andenergy purchased from entities outside the electric power system(s), with the Load within theelectric power system(s); (2) maintain scheduled interchange with other Control Areas, withinthe 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 sufficientgenerating capacity to maintain Operating Reserves in accordance with Good Utility Practice.  AControl Area must be certified by the NPCC or ReliabilityFirst, as applicable.Default shall mean the failure of a Party in Breach of this Agreement to cure such Breach inaccordance with Article 17 of this Agreement.Dispute Resolution shall mean the procedure described in Article 27 of this Agreement forresolution of a dispute between the Parties.Effective Date shall mean the date on which this Agreement becomes effective upon executionby the Parties, subject to acceptance by the Commission, or if filed unexecuted, upon the datespecified by the Commission.Emergency shall mean an any abnormal condition or situation which NYSEG or NYISO, intheir sole discretion, deems imminently likely to endanger life or property, or adversely affect orimpair the New York State Transmission System, NYSEG’s electrical system, or the electrical ortransmission systems of others to which they are directly or indirectly connected, which requires3



SERVICE AGREEMENT NO. 2232immediate automatic or manual action to correct.  Such an abnormal system condition orsituation includes, without limitation, overloading or potential overloading (exceeding thermallimits of pre- and post-contingency), excessive voltage drop, exceeding voltage limits as definedby the NYISO or NYSEG, load shedding, voltage reduction, operating reserve deficiencies,frequency deviations, over-generation or other non-normal conditions.  Economic hardships ofeither Party will not constitute an “Emergency.”Emergency State shall mean the condition or state that the New York State TransmissionSystem, or the PJM Transmission System, as applicable, is in when an abnormal conditionoccurs that requires automatic or immediate manual action to prevent or limit loss of the NewYork State Transmission System or the PJM Transmission System, or generators that couldadversely affect the reliability of the New York State Transmission System, or the PJMTransmission System, as applicable.Environmental Law shall mean Applicable Laws or Regulations relating to pollution orprotection of the environment or natural resources.Federal Power Act or FPA shall mean the Federal Power Act, as amended, 16 U.S.C. §§ 791aet seq.FERC or Commission shall mean the Federal Energy Regulatory Commission or its successor.Force Majeure shall mean any act of God, labor disturbance, act of the public enemy, war,insurrection, riot, fire, storm or flood, explosion, breakage or accident to machinery orequipment, any order, regulation or restriction imposed by governmental, military or lawfullyestablished civilian authorities, or any other cause beyond a Party’s control.  A Force Majeureevent does not include acts of negligence or intentional wrongdoing by the Party claiming ForceMajeure.Good Utility Practice shall mean any of the practices, methods and acts engaged in or approvedby a significant portion of the electric industry during the relevant time period, or any of thepractices, methods and acts which, in the exercise of reasonable judgment in light of the factsknown at the time the decision was made, could have been expected to accomplish the desiredresult at a reasonable cost consistent with good business practices, reliability, safety andexpedition.  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 actsgenerally accepted in the region.Governmental Authority shall mean any federal, state, local or other governmental regulatoryor administrative agency, court, commission, department, board, or other governmentalsubdivision, legislature, rulemaking board, tribunal, or other governmental authority havingjurisdiction over any of the Parties, their respective facilities, or the respective services theyprovide, and exercising or entitled to exercise any administrative, executive, police, or taxingauthority or power; provided, however, that such term does not include NYSEG, TrAILCo,NYISO, PJM or any Affiliate thereof.
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SERVICE AGREEMENT NO. 2232Hazardous Substances shall mean any chemicals, materials or substances defined as orincluded in the definition of “hazardous substances,” “hazardous wastes,” “hazardous materials,”“hazardous constituents,” “restricted hazardous materials,” “extremely hazardous substances,”“toxic substances,” “radioactive substances,” “contaminants,” “pollutants,” “toxic pollutants” orwords of similar meaning and regulatory effect under any applicable Environmental Law, or anyother chemical, material or substance, exposure to which is prohibited, limited or regulated byany applicable Environmental Law.Initial Energization Date shall mean the date upon which the Mainesburg Substation is initiallyinterconnected and energized with the New York State Transmission System and upon whichTrial Operation begins.IRS shall mean the Internal Revenue Service.Loss shall mean any and all liabilities, damages, losses, claims, including claims relating toinjury to or death of any person or damage to property, demands, suits, recoveries, costs andexpenses, court costs, attorneys’ fees, and all other obligations by or to third parties.Metering Equipment shall mean all metering equipment installed or to be installed pursuant tothis Agreement at the Point(s) of Interconnection, including but not limited to instrumenttransformers, MWh‐meters, data acquisition equipment, transducers, remote terminal unit,communications equipment, phone lines, and fiber optics.NERC shall mean the North American Electric Reliability Corporation or its successororganization.New York State Transmission System shall mean the entire New York State electrictransmission system, which includes:  (i) the Transmission Facilities under NYISO OperationalControl; (ii) the Transmission Facilities Requiring NYISO Notification; and (iii) all remainingtransmission facilities within the New York Control Area.Notice of Dispute shall mean a written notice of a dispute or claim that arises out of or inconnection with this Agreement or its performance.NPCC shall mean the Northeast Power Coordinating Council or its successor organization.NYISO shall mean the New York Independent System Operator, Inc. or its successororganization.NYISO Tariff shall mean the NYISO Open Access Transmission Tariff (“NYISO OATT”), asfiled with the Commission, and as amended or supplemented from time to time, or any successortariff.NYSRC shall mean the New York State Reliability Council or its successor organization.Outage Start Date shall mean that date set forth in Appendix B to this Agreement.
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SERVICE AGREEMENT NO. 2232Party or Parties shall mean NYSEG, NYISO, or TrAILCo, or any combination of the above.PJM shall mean the PJM Interconnection, L.L.C. or its successor organization.PJM Tariff shall mean the PJM OATT, as filed with the Commission, as amended orsupplemented from time to time, or any successor tariff.PJM Transmission System shall mean the transmission facilities under the operational controlof PJM.Point of Change in Ownership shall mean the point(s), as set forth in Figure 1 to Appendix Ato this Agreement, where the System Upgrade Facilities owned by TrAILCo connect to theWatercure Line.Point of Interconnection shall mean the point(s), as set forth in Figure 1 to Appendix A to thisAgreement, where the System Upgrade Facilities owned by TrAILCo connect to the New YorkState Transmission System.Reasonable Efforts shall mean, with respect to an action required to be attempted or taken by aParty under this Agreement, efforts that are timely and consistent with Good Utility Practice andare otherwise substantially equivalent to those a Party would use to protect its own interests.ReliabilityFirst shall mean the ReliabilityFirst Corporation or its successor organization.Services Tariff shall mean the NYISO Market Administration and Control Area Tariff, as filedwith the Commission, and as amended or supplemented from time to time, or any successor tariffthereto.Stand Alone System Upgrade Facilities shall mean System Upgrade Facilities that NYSEGmay construct without affecting day-to-day operations of the New York State TransmissionSystem during their construction, or that TrAILCo may construct without affecting day-to-dayoperations of the New York State Transmission System during their construction.  The StandAlone System Upgrade Facilities are identified in Appendix A to this Agreement.System Protection Facilities shall mean the equipment, including necessary protection signalcommunications equipment, required to (1) protect the New York State Transmission Systemfrom faults or other electrical disturbances occurring on the Watercure Line or the MainesburgSubstation, (2) protect the Watercure Line from faults or other electrical system disturbancesoccurring on the New York State Transmission System or on other delivery systems or othergenerating systems to which the New York State Transmission System is directly connected, (3)protect the PJM Transmission System from faults or other electrical disturbances occurring at theMainesburg Substation or the Watercure Line, and (4) protect the Mainesburg Substation fromfaults or other electrical system disturbances occurring on the PJM Transmission System or onother delivery systems or other generating systems to which the PJM Transmission System isdirectly connected.
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SERVICE AGREEMENT NO. 2232System Upgrade Facilities shall mean the least costly configuration of commercially availablecomponents of electrical equipment that can be used, consistent with Good Utility Practice andApplicable Reliability Requirements, to make the modifications or additions to the New YorkState Transmission System, or the PJM Transmission System, as applicable, that are required tomaintain system reliability due to:  (i) changes in the system, including such changes as loadgrowth and changes in load pattern, to be addressed in the form of generic generation ortransmission projects; and (ii) proposed interconnections.TrAILCo shall have the meaning set forth in the introductory paragraph of this Agreement,which entity owns, leases or otherwise possesses an interest in the portion of the PJMTransmission System, namely, the Transmission Facility, at the Point(s) of Interconnection.Transmission Facility shall mean the Mainesburg Substation.Trial Operation shall mean the period during which TrAILCo is engaged in on‐site testoperations and commissioning of the interconnection of the Transmission Facility to theWatercure Line prior to Commercial Operation.Watercure Line shall mean NYSEG’s Watercure Road to Homer City 345 kV transmissionline, which, upon the commercial operation of the Transmission Facility, shall be comprised ofthe WRM Segment and the MHC Segment.
ARTICLE 2.  EFFECTIVE DATE, TERM AND TERMINATION2.1 Effective Date.This Agreement shall become effective upon execution by the Parties, subject toacceptance by FERC, or if filed unexecuted, upon the date specified by FERC.  NYISO, NYSEGand TrAILCo shall promptly file this Agreement with FERC upon execution in accordance withArticle 3.1.2.2 Term of Agreement.Subject to the provisions of Article 2.3, this Agreement shall remain in effect for a periodof twenty ( 20 ) years from the Effective Date and shall be automatically renewed for eachsuccessive one-year period thereafter.
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SERVICE AGREEMENT NO. 22322.3 Termination.2.3.1 Written Notice.This Agreement may be terminated by NYSEG or TrAILCo after giving the non-terminating Parties ninety (90) Calendar Days advance written notice, or by the Parties notifyingFERC after the Mainesburg Substation permanently ceases commercial operation.2.3.2 Default.Any Party may terminate this Agreement in accordance with Article 17.2.3.3 Compliance.Notwithstanding Articles 2.3.1 and 2.3.2, no termination of this Agreement shall becomeeffective until the Parties have complied with all Applicable Laws and Regulations applicable tosuch termination, including the filing with FERC of a notice of termination of this Agreement,which notice has been accepted for filing by FERC.2.4 Termination Costs.If a Party elects to terminate this Agreement pursuant to Article 2.3.1 above, theterminating Party shall pay all costs incurred (including any cancellation costs relating to ordersor contracts for System Upgrade Facilities and equipment) or charges assessed by the otherParties, as of the date of the other Parties’ receipt of such notice of termination, that are theresponsibility of the terminating Party under this Agreement.  In the event of termination by aParty, all Parties shall use commercially Reasonable Efforts to mitigate the costs, damages andcharges arising as a consequence of termination.  Upon termination of this Agreement, unlessotherwise ordered or approved by FERC:
8



SERVICE AGREEMENT NO. 22322.4.1 With respect to any portion of the System Upgrade Facilities owned byTrAILCo that have not yet been constructed or installed, TrAILCo shall, to the extent possible,cancel any pending orders of, or return, any materials or equipment for, or contracts forconstruction of, such facilities.  With respect to any portion of the System Upgrade Facilitiesowned by NYSEG that have not yet been constructed or installed, NYSEG shall, to the extentpossible, cancel any pending orders of, or return, any materials or equipment for, or contracts forconstruction of, such facilities.2.4.2 With respect to any portion of the System Upgrade Facilities, and anyother facilities already installed or constructed pursuant to the terms of this Agreement, andunless said termination is due to NYSEG’s Default under Article 17, TrAILCo shall beresponsible for all costs associated with the removal, relocation or other disposition or retirementof such materials, equipment, or facilities, where applicable.2.5 Disconnection.Upon termination of this Agreement, NYSEG and TrAILCo will take all appropriatesteps to disconnect the Mainesburg Substation from the Watercure Line and to return theWatercure Line to its configuration prior to the interconnection described herein.  All costsrequired to effectuate such disconnection and return of the Watercure Line shall be borne byTrAILCo, unless such termination resulted from NYSEG’s Default of this Agreement.2.6 Survival.This Agreement shall continue in effect after termination to the extent necessary toprovide for final billings and payments and for costs incurred hereunder; including billings andpayments pursuant to this Agreement; to permit the determination and enforcement of liability
9



SERVICE AGREEMENT NO. 2232and indemnification obligations arising from acts or events that occurred while this Agreementwas in effect; and to permit NYSEG and TrAILCo each to have access to the lands of the otherpursuant to this Agreement or other applicable agreements, to disconnect, remove or salvage itsown facilities and equipment.
ARTICLE 3.  REGULATORY FILINGS3.1 Filing.NYISO, TrAILCo and NYSEG shall file this Agreement (and any amendment hereto)with the appropriate Governmental Authority, if required.  Any information related to studies forinterconnection asserted by NYSEG or TrAILCo to contain Confidential Information shall betreated in accordance with Article 22 of this Agreement and Attachment F to the NYISO OATT.NYSEG and TrAILCo shall reasonably cooperate with NYISO and one another with respect tosuch filing and shall provide any information reasonably requested by the other Party needed tocomply with Applicable Laws and Regulations.ARTICLE 4.  SCOPE OF INTERCONNECTION SERVICE4.1 Provision of Service.NYSEG shall permit TrAILCo to interconnect the Mainesburg Substation  to theWatercure Line in accordance with the terms and conditions of this Agreement.
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SERVICE AGREEMENT NO. 22324.2 No Transmission Delivery Service.The execution of this Agreement does not constitute a request for, nor agreement toprovide, any Transmission Service under the NYISO OATT, and does not convey any right todeliver electricity to any specific customer or Point of Delivery.ARTICLE 5.  SYSTEM UPGRADE FACILITIES ENGINEERING, PROCUREMENT,AND CONSTRUCTION5.1 Construction Dates/Description of Facilities.NYSEG, in consultation with TrAILCo, shall select the Outage Start Date.  NYSEG andTrAILCo shall mutually select the Initial Energization Date and the Commercial Operation Datefor completion of the System Upgrade Facilities set forth in Appendix A hereto, including StandAlone System Upgrade Facilities, and such dates shall be set forth in Appendix B hereto.5.1.1 Construction of System Upgrade Facilities.TrAILCo and NYSEG shall design, procure, construct and install the System UpgradeFacilities, using Reasonable Efforts (unless Appendix C of this Agreement requires a superiorlevel of effort) to complete the System Upgrade Facilities in accordance with Appendices A andC, and by the dates set forth in Appendix B hereto.  Certain System Upgrade Facilities, as setforth in Appendix A hereto, shall be constructed by TrAILCo but shall be owned, operated,maintained, tested, repaired and replaced by NYSEG.  Neither NYSEG nor TrAILCo shall berequired to undertake any action which is inconsistent with its standard safety practices, itsmaterial and equipment specifications, its design criteria and construction procedures, its laboragreements, and Applicable Laws and Regulations.  In the event either NYSEG or TrAILCoreasonably expects that it will not be able to complete the System Upgrade Facilities by the
11



SERVICE AGREEMENT NO. 2232specified dates, that Party shall promptly provide written notice to the other Party, and to theNYISO, and shall undertake Reasonable Efforts (unless Appendix C of this Agreement requiresa superior level of effort) to meet the earliest dates thereafter.5.2 Equipment Procurement.If responsibility for construction of the System Upgrade Facilities is to be borne byTrAILCo, then TrAILCo shall commence the design of the System Upgrade Facilities, andprocure necessary equipment, as soon as practicable after all of the following conditions aresatisfied, unless NYSEG and TrAILCo otherwise agree in writing:5.2.1 TrAILCo has received written authorization to proceed with design andprocurement from NYSEG by the date specified in Appendix B hereto.5.2.2 TrAILCo has provided security to NYSEG in accordance with AppendixC hereto.5.3 Construction Commencement.TrAILCo shall commence construction of the System Upgrade Facilities for which it isresponsible as soon as practicable after the following additional conditions are satisfied:5.3.1 Approval of the appropriate Governmental Authority has been obtainedfor any facilities requiring regulatory approval;5.3.2 Necessary real property rights and rights‐of‐way have been obtained, tothe extent required for the construction of the System Upgrade Facilities;5.3.3 TrAILCo has received written authorization to proceed with constructionfrom NYSEG; and
12



SERVICE AGREEMENT NO. 22325.3.4 TrAILCo has provided security to NYSEG in accordance with AppendixC hereto.5.4 Work Progress.NYSEG and TrAILCo will keep each other, and NYISO advised periodically as to theprogress of their respective design, procurement and construction efforts.  Any Party may, at anytime, request a progress report from TrAILCo or NYSEG.  If, at any time, NYSEG determinesthat the completion of the System Upgrade Facilities will not be required until after the specifiedCommercial Operation Date, NYSEG will provide written notice to TrAILCo of such later dateupon which the completion of the System Upgrade Facilities will be required.5.5 Information Exchange.As soon as reasonably practicable after the Effective Date, NYSEG and TrAILCo shallexchange information, and provide NYISO the same information, regarding the design andcompatibility of their respective System Upgrade Facilities, and the compatibility of theirrespective System Upgrade Facilities, with the New York State Transmission System and PJMTransmission System, and shall work diligently and in good faith to make any necessary designchanges.5.6 System Upgrade Facilities.TrAILCo and NYSEG shall design, procure, construct, install and own the SystemUpgrade Facilities in accordance with Appendix A and the following.
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SERVICE AGREEMENT NO. 22325.6.1 Specifications For System Upgrade Facilities.The specifications for System Upgrade Facilities, including System Protection Facilities,are set forth in Appendix A.5.6.2 No Warranty.The review by TrAILCo of NYSEG’s final specifications for System Upgrade Facilitiesto be constructed or installed by NYSEG shall not be construed as confirming, endorsing, orproviding a warranty as to the design, fitness, safety, durability or reliability of those SystemUpgrade Facilities.  NYSEG shall make such changes to those System Upgrade Facilities as mayreasonably be required by TrAILCo in accordance with Good Utility Practice.The review by NYSEG of TrAILCo’s final specifications for System Upgrade Facilitiesto be constructed or installed by TrAILCo shall not be construed as confirming, endorsing, orproviding a warranty as to the design, fitness, safety, durability or reliability of those SystemUpgrade Facilities.  TrAILCo shall make such changes to those System Upgrade Facilities asmay reasonably be required by NYSEG in accordance with Good Utility Practice.5.6.3 Design and Construction.The System Upgrade Facilities shall be designed and constructed in accordance withGood Utility Practice.  Within one hundred twenty (120) Calendar Days after the CommercialOperation Date, unless NYSEG and TrAILCo agree on another mutually acceptable deadline,TrAILCo shall deliver to NYSEG “as‐built” drawings, information and documents for theSystem Upgrade Facilities, such as:  a one‐line diagram, a site plan showing the Watercure Line(as segmented) and the System Upgrade Facilities, plan and elevation drawings showing the
14



SERVICE AGREEMENT NO. 2232layout of the System Upgrade Facilities, a relay functional diagram, relaying AC and DCschematic wiring diagrams and relay settings for all facilities associated with TrAILCo’sstep‐down transformers, the facilities connecting the Watercure Line to the step‐downtransformers and the System Upgrade Facilities, and the impedances (determined by factorytests) for the associated step‐down transformers and the Watercure Line.  NYSEG shall provideto TrAILCo, and coordinate with TrAILCo, with respect to proposed specifications for theWatercure Line control and protection settings, transformer tap settings, and communications, ifapplicable.  NYSEG and TrAILCo shall confer with the NYISO and PJM regarding the transferof operational control of the System Upgrade Facilities to the NYISO, or PJM, as applicable,upon completion of such facilities.5.7 [Reserved]5.8 Access Rights.5.8.1 NYSEG’s Access.  Upon reasonable notice and supervision by theTrAILCo, TrAILCo hereby authorizes the authorized agents, representatives, contractors, andemployees of NYSEG to enter the facilities of TrAILCo at all reasonable times and subject toany required or necessary regulatory approvals, shall furnish to NYSEG at no cost any rights ofuse, licenses, rights of way and easements with respect to lands owned or controlled by TrAILCoto the extent reasonably required for NYSEG to obtain ingress and egress at the Point ofInterconnection to operate, maintain, repair, test (or witness testing), inspect, replace or removefacilities and equipment to:  (i) interconnect the Mainesburg Substation to the Watercure Line;(ii) operate and maintain the Watercure Line, the System Upgrade Facilities owned by NYSEG,and the New York State Transmission System; and (iii) disconnect or remove NYSEG’s
15



SERVICE AGREEMENT NO. 2232facilities and equipment upon termination of this Agreement.  TrAILCo’s obligation hereundershall be to provide NYSEG (and its agents, representatives, contractors and employees) adequateand continuous access to all sites where access is authorized under this Article 5.8.  NYSEG andits authorized agents, representatives, contractors and employees, shall comply with TrAILCo’ssafety and security procedures, switching and tagging rules, and escort and other applicableaccess requirements, including NERC CIP requirements, in connection with exercising the rightsof access granted hereby.  TrAILCo shall give prompt notice to NYSEG of any changes toTrAILCo’s safety and security procedures, switching and tagging rules, and escort and otherapplicable access requirements.NYSEG must, prior to any access to TrAILCo’s facilities, and during the term of thisAgreement, provide and maintain insurance in the kinds and amounts referred in Article 18.TrAILCo reserves the right to deny access to NYSEG’s authorized agents,representatives, contractors and employees, in or around TrAILCo’s facilities if, in TrAILCo’ssole judgment, such authorized agents, representatives, contractors and employees are:(a) bringing, using, distributing, selling orpossessing illegal drugs or alcoholic beverages at the TrAILCo’sfacilities; (b) unfit for duty at any time during theirassignment and under the influence of alcohol or other drugs; or
16



SERVICE AGREEMENT NO. 2232
(c) otherwise engaged in any improper orunlawful activity.Furthermore, TrAILCo shall have the authority to suspend NYSEG’s access, work oroperations (including access, work or operations of any of NYSEG’s agents, representatives,contractors and employees) in and around such TrAILCo facilities if, in its sole judgment, at anytime hazardous conditions arise or any unsafe practices are being followed by NYSEG’s agents,representatives, contractors and employees and NYSEG fails to take immediate measures tocorrect such conditions or practices.  In exercising its access rights under this Article 5.8.1,NYSEG shall not unreasonably disrupt or interfere with normal operation of TrAILCo’sbusiness and shall adhere to the safety rules and procedures established in advance, as may bechanged from time to time, by TrAILCo and provided to NYSEG.  In accordance with Article18, NYSEG shall indemnify TrAILCo against all claims of injury or damage from third partiesresulting from the exercise of the access rights provided for herein.
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SERVICE AGREEMENT NO. 22325.8.2 TrAILCo’s Access.  Upon reasonable notice and supervision by NYSEG,NYSEG hereby authorizes the authorized agents, representatives, contractors, and employees ofTrAILCo to enter the facilities of NYSEG at all reasonable times and subject to any required ornecessary regulatory approvals, shall furnish to TrAILCo at no cost any rights of use, licenses,rights of way and easements with respect to lands owned or controlled by NYSEG to the extentreasonably required for TrAILCo to obtain ingress and egress at the Point of Interconnection toconstruct, operate, maintain, repair, test (or witness testing), inspect, replace or remove facilitiesand equipment to:  (i) interconnect the Mainesburg Substation to the Watercure Line; (ii) operateand maintain the Mainesburg Substation, the System Upgrade Facilities owned by TrAILCo, andthe PJM Transmission System; and (iii) disconnect or remove the TrAILCo’s facilities andequipment upon termination of this Agreement and return the Watercure Line to its pre-interconnection configuration.  NYSEG’s obligation hereunder shall be to provide TrAILCo(and its agents, representatives, contractors and employees) adequate and continuous access toall sites where access is authorized under this Section 5.8.  TrAILCo and its authorized agents,representatives, contractors and employees, shall comply with NYSEG’s safety and securityprocedures, switching and tagging rules, and escort and other applicable access requirements inconnection with exercising the rights of access granted hereby.  NYSEG shall give prompt noticeto TrAILCo of any changes to NYSEG’s safety and security procedures, switching and taggingrules, and escort and other applicable access requirements.TrAILCo must, prior to any access to NYSEG’s facilities, and during the term of thisAgreement, provide and maintain insurance in the kinds and amounts referred in Article 18hereof.
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SERVICE AGREEMENT NO. 2232NYSEG reserves the right to deny access to TrAILCo’s authorized agents,representatives, contractors and employees, in or around the NYSEG’s facilities if, in NYSEG’ssole judgment, such authorized agents, representatives, contractors and employees are:(a) bringing, using, distributing, selling or possessing illegal drugs oralcoholic beverages at the NYSEG’s facilities;(b) unfit for duty at any time during their assignment and under theinfluence of alcohol or other drugs; or(c) otherwise engaged in any improper or unlawful activity.Furthermore, NYSEG shall have the authority to suspend TrAILCo’s access, work oroperations (including access, work or operations of any of TrAILCo’s agents, representatives,contractors and employees) in and around such NYSEG facilities if, in its sole judgment, at anytime hazardous conditions arise or any unsafe practices are being followed by TrAILCo’s agents,representatives, contractors and employees and TrAILCo fails to take immediate measures tocorrect such conditions or practices.  In exercising its access rights under this Article 5.8.2,TrAILCo shall not unreasonably disrupt or interfere with normal operation of NYSEG’sbusiness and shall adhere to the safety rules and procedures established in advance, as may bechanged from time to time, by NYSEG and provided to TrAILCo.  In accordance with Article18, TrAILCo shall indemnify NYSEG against all claims of injury or damage from third partiesresulting from the exercise of the access rights provided for herein.
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SERVICE AGREEMENT NO. 22325.9 Lands of Other Property Owners.If any part of the System Upgrade Facilities is to be installed on or adjacent to propertyowned by persons other than NYSEG or TrAILCo, TrAILCo shall at its own expense use efforts,similar in nature and extent to those that it typically undertakes for its own or affiliatedtransmission, including use of its eminent domain authority, and to the extent consistent withstate law, to procure from such persons any rights of use, licenses, rights of way and easementsthat are necessary to construct, operate, maintain, test, inspect, replace or remove the SystemUpgrade Facilities upon such property.  NYSEG shall cooperate with TrAILCo’s efforts underthis Article 5.9.5.10 Permits.TrAILCo and NYSEG shall cooperate with each other in good faith in obtaining allpermits, licenses and authorizations that are necessary to accomplish the interconnection incompliance with Applicable Laws and Regulations.  With respect to this paragraph, TrAILCoshall provide permitting assistance to NYSEG comparable to that provided to TrAILCo’s own,or an Affiliate’s, generation or transmission facilities, if any, provided that NYSEG shall payTrAILCo’s costs in providing such permitting assistance.  With respect to this paragraph,NYSEG shall provide permitting assistance to TrAILCo comparable to that provided toNYSEG’s own, or an Affiliate’s, generation or transmission facilities, if any, provided thatTrAILCo shall pay NYSEG’s costs in providing such permitting assistance.
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SERVICE AGREEMENT NO. 22325.11 Tax Status; Non‐Jurisdictional Entities.5.11.1 Tax Status.Each Party shall cooperate with the other Parties to maintain the other Parties’ tax status.Nothing in this Agreement is intended to adversely affect the tax status of any Party, includingthe status of the NYISO.5.12 Taxes.5.12.1 TrAILCo Payments Not Taxable.NYSEG and TrAILCo intend that all payments or property transfers made by TrAILCoto NYSEG for the procurement, construction and installation of the NYSEG System UpgradeFacilities, shall be non‐taxable, either as contributions to capital, or as an advance, in accordancewith the Internal Revenue Code and any applicable state income tax laws and shall not betaxable as contributions in aid of construction or otherwise under the Internal Revenue Code andany applicable state income tax laws.5.12.2 Representations and Covenants.In accordance with IRS Notice 2001-82 and IRS Notice 88-129, as applicable, TrAILCorepresents and covenants that ownership of the electricity transmitted at the Point ofInterconnection will pass to another party prior to the transmission of the electricity on the NewYork State Transmission System.  NYSEG represents and covenants that the cost of the NYSEGSystem Upgrade Facilities, paid for by TrAILCo, will have no net effect on the base upon whichrates are determined.
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SERVICE AGREEMENT NO. 22325.12.3 Indemnification for the Cost Consequences of Current Tax LiabilityImposed Upon NYSEG.Notwithstanding Article 5.12.1, TrAILCo shall protect, indemnify and hold harmlessNYSEG from the cost consequences of any current tax liability imposed against NYSEG as theresult of payments or property transfers made by TrAILCo to NYSEG under this Agreement, aswell as any interest and penalties, other than interest and penalties attributable to any delaycaused by NYSEG.NYSEG shall not include a gross‐up for the cost consequences of any current tax liabilityin the amounts it charges TrAILCo under this Agreement unless (i) NYSEG has determined, ingood faith, that the payments or property transfers made by TrAILCo to NYSEG should bereported as income subject to taxation or (ii) any Governmental Authority directs NYSEG toreport payments or property as income subject to taxation; provided, however, that NYSEG mayrequire TrAILCo to provide security, in a form reasonably acceptable to NYSEG (such as aparental guarantee or a letter of credit), in an amount equal to the cost consequences of anycurrent tax liability under this Article 5.12.  TrAILCo shall reimburse NYSEG for such costs ona fully grossed‐up basis, in accordance with Article 5.12.4, within thirty (30) Calendar Days ofreceiving written notification from NYSEG of the amount due, including detail about how theamount was calculated.This indemnification obligation shall terminate at the earlier of (1) the expiration of theten‐year testing period and the applicable statute of limitation, as it may be extended by NYSEGupon request of the IRS, to keep these years open for audit or adjustment, or (2) the occurrence
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SERVICE AGREEMENT NO. 2232of a subsequent taxable event and the payment of any related indemnification obligations ascontemplated by this Article 5.12.5.12.4 Tax Gross‐Up Amount.TrAILCo’s liability for the cost consequences of any current tax liability under thisArticle 5.12 shall be calculated on a fully grossed‐up basis.  Except as may otherwise be agreedto by the Parties, this means that TrAILCo will pay NYSEG, in addition to the amount paid forthe NYSEG System Upgrade Facilities, an amount equal to (1) the current taxes imposed onNYSEG (“Current Taxes”) on the excess of (a) the gross income realized by NYSEG as a resultof payments or property transfers made by TrAILCo to NYSEG under this Agreement (withoutregard to any payments under this Article 5.12) (the “Gross Income Amount”) over (b) thepresent value of future tax deductions for depreciation that will be available as a result of suchpayments or property transfers (the “Present Value Depreciation Amount”), plus (2) anadditional amount sufficient to permit NYSEG to receive and retain, after the payment of allCurrent Taxes, an amount equal to the net amount described in clause (1).For this purpose, (i) Current Taxes shall be computed based on NYSEG’s compositefederal and state tax rates at the time the payments or property transfers are received andNYSEG will be treated as being subject to tax at the highest marginal rates in effect at that time(the “Current Tax Rate”), and (ii) the Present Value Depreciation Amount shall be computed bydiscounting NYSEG’s anticipated tax depreciation deductions as a result of such payments orproperty transfers by NYSEG’s current weighted average cost of capital.  Thus, the formula forcalculating TrAILCo’s liability to NYSEG pursuant to this Article 5.12.4 can be expressed as
23



SERVICE AGREEMENT NO. 2232follows:  (Current Tax Rate x (Gross Income Amount ‐ Present Value of Tax Depreciation))/(1 ‐Current Tax Rate).5.12.5 Private Letter Ruling or Change or Clarification of Law.At TrAILCo’s request and expense, NYSEG shall file with the IRS a request for a privateletter ruling as to whether any property transferred or sums paid, or to be paid, by TrAILCo toNYSEG under this Agreement are subject to federal income taxation.  TrAILCo will prepare theinitial draft of the request for a private letter ruling, and will certify under penalties of perjurythat all facts represented in such request are true and accurate to the best of TrAILCo’sknowledge.  NYSEG and TrAILCo shall cooperate in good faith with respect to the submissionof such request.NYSEG shall keep TrAILCo fully informed of the status of such request for a privateletter ruling and shall execute either a privacy act waiver or a limited power of attorney, in aform acceptable to the IRS, that authorizes TrAILCo to participate in all discussions with theIRS regarding such request for a private letter ruling.  NYSEG shall allow TrAILCo to attend allmeetings with IRS officials about the request and shall permit TrAILCo to prepare the initialdrafts of any follow‐up letters in connection with the request.
5.12.6 Subsequent Taxable Events.If, within 10 years from the date on which the relevant NYSEG System UpgradeFacilities are placed in service, (i) TrAILCo Breaches the covenants contained in Article 5.12.2,or (ii) this Agreement terminates and NYSEG retains ownership of the NYSEG System Upgrade
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SERVICE AGREEMENT NO. 2232Facilities, TrAILCo shall pay a tax gross‐up for the cost consequences of any current tax liabilityimposed on NYSEG, calculated using the methodology described in Article 5.12.4 and inaccordance with IRS Notice 90‐60.
5.12.7 Contests.In the event any Governmental Authority determines that NYSEG’s receipt of paymentsor property constitutes income that is subject to taxation, NYSEG shall notify TrAILCo, inwriting, within thirty (30) Calendar Days of receiving notification of such determination by aGovernmental Authority.  Upon the timely written request by TrAILCo and at TrAILCo’s soleexpense, NYSEG may appeal, protest, seek abatement of, or otherwise oppose suchdetermination.  Upon TrAILCo’s written request and sole expense, NYSEG may file a claim forrefund with respect to any taxes paid under this Article 5.12, whether or not it has received sucha determination.  NYSEG reserves the right to make all decisions with regard to the prosecutionof such appeal, protest, abatement or other contest, including the selection of counsel andcompromise or settlement of the claim, but NYSEG shall keep TrAILCo informed, shallconsider in good faith suggestions from TrAILCo about the conduct of the contest, and shallreasonably permit TrAILCo or an TrAILCo representative to attend contest proceedings.TrAILCo shall pay to NYSEG on a periodic basis, as invoiced by NYSEG, NYSEG’sdocumented reasonable costs of prosecuting such appeal, protest, abatement or other contest.  Atany time during the contest, NYSEG may agree to a settlement either with TrAILCo’s consent orafter obtaining written advice from nationally‐recognized tax counsel, selected by NYSEG, butreasonably acceptable to TrAILCo, that the proposed settlement represents a reasonable
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SERVICE AGREEMENT NO. 2232settlement given the hazards of litigation.  TrAILCo’s obligation shall be based on the amount ofthe settlement agreed to by TrAILCo, or if a higher amount, so much of the settlement that issupported by the written advice from nationally‐recognized tax counsel selected under the termsof the preceding sentence.  The settlement amount shall be calculated on a fully grossed‐up basisto cover any related cost consequences of the current tax liability.  Any settlement withoutTrAILCo’s consent or such written advice will relieve TrAILCo from any obligation toindemnify NYSEG for the tax at issue in the contest.5.12.8 Refund.In the event that (a) a private letter ruling is issued to NYSEG which holds that anyamount paid or the value of any property transferred by TrAILCo to NYSEG under the terms ofthis Agreement is not subject to federal income taxation, (b) any legislative change oradministrative announcement, notice, ruling or other determination makes it reasonably clear toNYSEG in good faith that any amount paid or the value of any property transferred by TrAILCoto NYSEG under the terms of this Agreement is not taxable to NYSEG, (c) any abatement,appeal, protest, or other contest results in a determination that any payments or transfers made byTrAILCo to NYSEG are not subject to federal income tax, or (d) if NYSEG receives a refundfrom any taxing authority for any overpayment of tax attributable to any payment or propertytransfer made by TrAILCo to NYSEG pursuant to this Agreement, NYSEG shall promptlyrefund to TrAILCo the following:
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SERVICE AGREEMENT NO. 2232(i) Any payment made by TrAILCo under this Article 5.12 for taxes that isattributable to the amount determined to be non‐taxable, together with interest thereon,
(ii) Interest on any amounts paid by TrAILCo to NYSEG for such taxes whichNYSEG did not submit to the taxing authority, calculated in accordance with the methodologyset forth in FERC’s regulations at 18 C.F.R. §35.19a(a)(2)(iii) from the date payment was madeby TrAILCo to the date NYSEG refunds such payment to TrAILCo, and(iii) With respect to any such taxes paid by NYSEG, any refund or credit NYSEGreceives or to which it may be entitled from any Governmental Authority, interest (or thatportion thereof attributable to the payment described in clause (i), above) owed to NYSEG forsuch overpayment of taxes (including any reduction in interest otherwise payable by NYSEG toany Governmental Authority resulting from an offset or credit); provided, however, that NYSEGwill remit such amount promptly to TrAILCo only after and to the extent that NYSEG hasreceived a tax refund, credit or offset from any Governmental Authority for any applicableoverpayment of income tax related to the NYSEG System Upgrade Facilities.The intent of this provision is to leave both TrAILCo and NYSEG, to the extentpracticable, in the event that no taxes are due with respect to any payment for NYSEG SystemUpgrade Facilities hereunder, in the same position they would have been in had no such taxpayments been made.
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SERVICE AGREEMENT NO. 22325.13 Taxes Other Than Income Taxes . Upon the timely request by TrAILCo, and atTrAILCo’s sole expense, NYSEG shall appeal, protest, seek abatement of, or otherwise contestany tax (other than federal or state income tax) asserted or assessed against NYSEG for whichTrAILCo may be required to reimburse NYSEG under the terms of this Agreement.  TrAILCoshall pay to NYSEG on a periodic basis, as invoiced by NYSEG, NYSEG’s documentedreasonable costs of prosecuting such appeal, protest, abatement, or other contest.  TrAILCo andNYSEG shall cooperate in good faith with respect to any such contest.  Unless the payment ofsuch taxes is a prerequisite to an appeal or abatement or cannot be deferred, no amount shall bepayable by TrAILCo to NYSEG for such taxes until they are assessed by a final, nonappealableorder by any court or agency of competent jurisdiction.  In the event that a tax payment iswithheld and ultimately due and payable after appeal, TrAILCo will be responsible for all taxes,interest and penalties, other than penalties attributable to any delay caused by NYSEG.5.14 Modification.5.14.1 General.Either NYSEG or TrAILCo may undertake modifications to its facilities covered by thisAgreement.  If either NYSEG or TrAILCo plans to undertake a modification that reasonablymay be expected to affect the other Party’s facilities, that Party shall provide to the other Party,and to NYISO sufficient information regarding such modification so that the other Party andNYISO may evaluate the potential impact of such modification prior to commencement of thework.  Such information shall be deemed to be Confidential Information hereunder and shallinclude information concerning the timing of such modifications and whether such modificationsare expected to interrupt the transmission of electricity at the Point(s) of Interconnection.  The
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SERVICE AGREEMENT NO. 2232Party desiring to perform such work shall provide the relevant drawings, plans, andspecifications to the other Party and NYISO at least ninety (90) Calendar Days in advance of thecommencement of the work or such shorter period upon which the Parties may agree, whichagreement shall not unreasonably be withheld, conditioned or delayed.In the case of Transmission Facility modifications, the Party making such modificationshall provide reasonable prior notice of such modifications to the other Parties.  Formodifications that do not require TrAILCo or NYSEG to submit an Interconnection Request, theNYISO, in consultation with the other Parties, shall use Reasonable Efforts to provide, withinsixty (60) Calendar Days (or such other time as the Parties may agree), an estimate of anyadditional modifications to the New York State Transmission System or System UpgradeFacilities necessitated by such modification and a good faith estimate of the costs thereof.TrAILCo shall be responsible for the cost of any such additional modifications, including thecost of studying the impact of the TrAILCo modification.5.14.2 Standards.Except as provided in Appendix A or C, (a) any additions, modifications, or replacementsmade to TrAILCo’s facilities shall be designed, constructed and operated in accordance with thisAgreement, applicable NYISO and PJM requirements, and Good Utility Practice, and (b) anyadditions, modifications, or replacements made to NYSEG’s facilities shall be designed,constructed and operated in accordance with this Agreement, applicable NYISO requirements,and Good Utility Practice.
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SERVICE AGREEMENT NO. 22325.14.3 Modification Costs.NYSEG shall not be assigned the costs of any additions, modifications, or replacementsthat TrAILCo makes to System Upgrade Facilities owned by TrAILCo, or the PJM TransmissionSystem to facilitate the interconnection of a third party to the System Upgrade Facilities ownedby TrAILCo, or the PJM Transmission System, or to provide Transmission Service to a thirdparty under the PJM OATT.  NYSEG shall be responsible for the costs of any additions,modifications, or replacements to the System Upgrade Facilities owned by NYSEG, that may benecessary to maintain or upgrade such NYSEG System Upgrade Facilities consistent withApplicable Laws and Regulations, Applicable Reliability Standards or Good Utility Practiceexcept if such additions, modifications, or replacements are required as a result of modificationsmade by TrAILCo to its System Upgrade Facilities, in which case TrAILCo shall be responsiblefor such costs.TrAILCo shall not be assigned the costs of any additions, modifications, or replacementsthat NYSEG makes to the System Upgrade Facilities owned by NYSEG, or the New York StateTransmission System to facilitate the interconnection of a third party to the System UpgradeFacilities owned by NYSEG, or the New York State Transmission System, or to provideTransmission Service to a third party under the NYISO Tariff, except in accordance with thecost allocation procedures in Attachment S of the NYISO Tariff or as approved by theappropriate Governmental Authority.  TrAILCo shall be responsible for the costs of anyadditions, modifications, or replacements to the System Upgrade Facilities owned by TrAILCo,that may be necessary to maintain or upgrade such TrAILCo System Upgrade Facilitiesconsistent with Applicable Laws and Regulations, Applicable Reliability Standards or Good
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SERVICE AGREEMENT NO. 2232Utility Practice except if such additions, modifications, or replacements are required as a resultof modifications made by NYSEG to its System Upgrade Facilities, in which case NYSEG shallbe responsible for such costs.ARTICLE 6.  TESTING AND INSPECTION6.1 Pre‐Commercial Operation Date Testing and Modifications.Prior to the Commercial Operation Date, TrAILCo shall test its System UpgradeFacilities, and NYSEG shall test its System Upgrade Facilities to ensure their safe and reliableoperation.  Similar testing may be required after initial operation.  NYSEG and TrAILCo shalleach make any modifications to its facilities that are found to be necessary as a result of suchtesting.  TrAILCo shall bear the cost of all such testing and modifications to its and NYSEG’sSystem Upgrade Facilities.  NYSEG and TrAILCo shall transmit test energy through the Point(s)of Interconnection only if it has arranged for the transmission of such test energy in accordancewith TrAILCo, PJM, NYSEG and NYISO procedures.6.2 Post‐Commercial Operation Date Testing and Modifications.NYSEG and TrAILCo shall each at its own expense perform routine inspection andtesting of its facilities and equipment in accordance with Good Utility Practice and ApplicableReliability Standards as may be necessary to ensure the continued interconnection of theMainesburg Substation with the New York State Transmission System in a safe and reliablemanner.  NYSEG and TrAILCo shall each have the right, upon advance written notice, to requirereasonable additional testing of the other Party’s facilities, at the requesting Party’s expense, asmay be in accordance with Good Utility Practice.
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SERVICE AGREEMENT NO. 22326.3 Right to Observe Testing.NYSEG and TrAILCo shall each notify the other Party, and the NYISO, in advance of itsperformance of tests of the System Upgrade Facilities.  The other Party, and the NYISO, shallhave the right, at its own expense, to observe such testing.6.4 Right to Inspect.NYSEG and TrAILCo shall each have the right, but shall have no obligation to:  (i)observe the other Party’s tests and/or inspection of any of its System Protection Facilities andother protective equipment; (ii) review the settings of the other Party’s System ProtectionFacilities and other protective equipment; and (iii) review the other Party’s maintenance recordsrelative to the System Upgrade Facilities, the System Protection Facilities and other protectiveequipment.  NYISO shall have the same rights of inspection as to the facilities and equipment ofNYSEG and TrAILCo.  A Party may exercise these rights from time to time as it deemsnecessary upon reasonable notice to the other Party.  The exercise or nonexercise by a Party ofany such rights shall not be construed as an endorsement or confirmation of any element orcondition of the System Upgrade Facilities, or the System Protection Facilities or otherprotective equipment or the operation thereof, or as a warranty as to the fitness, safety,desirability, or reliability of same.  Any information that a Party obtains through the exercise ofany of its rights under this Article 6.4 shall be treated in accordance with Article 22 of thisAgreement.
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SERVICE AGREEMENT NO. 2232ARTICLE 7.  METERING7.1 General.NYSEG and TrAILCo shall each comply with applicable requirements of the NYISOwhen exercising its rights and fulfilling its responsibilities under this Article 7.  Unless otherwiseagreed by TrAILCo and NYSEG, TrAILCo shall install Metering Equipment at the Point(s) ofInterconnection prior to any operation of the Transmission Facility and shall operate, test andmaintain such Metering Equipment.  Net power flows including MW and MVAR, MWHR andloss profile data to and from the Watercure Line shall be measured at the Point(s) ofInterconnection.  TrAILCo shall provide metering quantities, in analog and/or digital form, asrequired, to the other Parties, upon request.  TrAILCo shall bear all reasonable documented costsassociated with the purchase, installation, operation, testing and maintenance of the MeteringEquipment.7.2 Check Meters.NYSEG, at its option and expense, may install and operate, on its premises and on itsside of the Point of Interconnection, one or more check meters to check TrAILCo’s meters.Such check meters shall be for check purposes only and shall not be used for the measurement ofpower flows for purposes of this Agreement, except as provided in Article 7.4 below.  The checkmeters shall be subject at all reasonable times to inspection and examination by TrAILCo or itsdesignee.  The installation, operation and maintenance thereof shall be performed entirely byNYSEG in accordance with Good Utility Practice.
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SERVICE AGREEMENT NO. 22327.3 Standards.TrAILCo shall install, calibrate, and test revenue quality Metering Equipment includingpotential transformers and current transformers in accordance with applicable ANSI andGovernmental Authority standards, including applicable NYISO requirements.7.4 Testing of Metering Equipment.TrAILCo shall inspect and test all of the Metering Equipment upon installation andthereafter in accordance with applicable NYISO requirements.  TrAILCo shall give reasonablenotice of the time when any inspection or test shall take place, and NYSEG may haverepresentatives present at the test or inspection.  If at any time Metering Equipment is found tobe inaccurate or defective, it shall be adjusted, repaired or replaced at the owner’s expense, inorder to provide accurate metering, unless the inaccuracy or defect is due to TrAILCo’s failureto maintain, then TrAILCo shall pay.  If Metering Equipment fails to register, or if themeasurement made by Metering Equipment during a test varies by more than the range set forthin the applicable NYISO or PJM standard, TrAILCo shall adjust the measurements by correctingall measurements for the period during which Metering Equipment was in error by using theother Party’s check meters, if installed.  If no such check meters are installed or if the periodcannot be reasonably ascertained, the adjustment shall be for the period immediately precedingthe test of the Metering Equipment equal to one‐half the time from the date of the last previoustest of the Metering Equipment.  NYISO reserves the right to inspect all Metering Equipmentinstalled on NYSEG’s or TrAILCo’s property at reasonable times and upon reasonable notice toNYSEG or TrAILCo, as applicable.
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SERVICE AGREEMENT NO. 22327.5 Metering Data.Subject to the provisions of Appendix C, and at TrAILCo’s expense, the metered datashall be telemetered to one or more locations designated by TrAILCo and NYSEG.  Suchtelemetered data shall be used, under normal operating conditions, as the official measurement ofthe amount of energy delivered from the Watercure Line to the Point of Interconnection and/orfrom the Transmission Facility to the Point of Interconnection.
ARTICLE 8.  COMMUNICATIONS8.1 TrAILCo Obligations.In accordance with applicable NYISO requirements, and subject to Appendix C,TrAILCo shall install and maintain satisfactory operating communications with NYSEG andNYISO.  TrAILCo shall provide the equipment, labor and contract services and dedicated datacircuit(s) necessary to provide TrAILCo data to NYSEG and NYISO in accordance withapplicable NYISO and NYSEG requirements.  The data circuit(s) shall extend from theTransmission Facility to the location(s) specified by NYSEG.  Any required repair, replacementor maintenance of such communications equipment shall be performed by TrAILCo.Operational communications shall be activated and maintained under, but not limited to, thefollowing events:  system paralleling or separation, scheduled and unscheduled outages,equipment clearances, and hourly and daily load data.  Prior to the Commercial Operation Date,satisfactory communications shall be in place, in accordance with this Article 8.1 and ParagraphB(2) of Appendix C.
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SERVICE AGREEMENT NO. 22328.2 Remote Terminal Unit.A Remote Terminal Unit, or equivalent data collection and transfer equipment acceptableto the Parties, shall be installed by TrAILCo at TrAILCo’s expense, in accordance with SectionB(2) of Appendix C, to gather accumulated and instantaneous data to be telemetered to thelocation(s) designated by TrAILCo.  Each Party will promptly advise the appropriate other Partyif it detects or otherwise learns of any metering, telemetry or communications equipment errorsor malfunctions that require the attention and/or correction by that other Party.  The Partyowning such equipment shall correct such error or malfunction as soon as reasonably feasible.8.3 No Annexation.Any and all equipment placed on the premises of a Party shall be and remain the propertyof the Party providing such equipment regardless of the mode and manner of annexation orattachment to real property, unless otherwise mutually agreed by the Party providing suchequipment and the Party receiving such equipment.
ARTICLE 9.  OPERATIONS9.1 General.Each Party shall comply with Applicable Laws and Regulations and ApplicableReliability Standards.  Each Party shall provide to the other Parties all information that mayreasonably be required by the other Parties to comply with Applicable Laws and Regulations andApplicable Reliability Standards.
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SERVICE AGREEMENT NO. 22329.2 NYSEG Obligations.NYSEG shall, at its own expense, operate, maintain and control the System UpgradeFacilities owned by NYSEG in a safe and reliable manner in accordance with this Agreementand the NYISO Tariff.9.3 TrAILCo Obligations.TrAILCo shall, at its own expense, operate, maintain and control the System UpgradeFacilities owned by TrAILCo, including the Transmission Facility, in a safe and reliable mannerin accordance with this Agreement and the PJM Tariff.9.4 Synchronization.Consistent with the mutually acceptable procedures of NYSEG and TrAILCo and theNYISO and PJM, NYSEG and TrAILCo are responsible for the proper synchronization of theMainesburg Substation to the New York State Transmission System.9.5 [Reserved]9.6 Outages and Interruptions.9.6.1 Outages.9.6.1.1 Outage Authority and Coordination.  NYSEG may, inaccordance with applicable NYISO procedures and Good Utility Practice, and in coordinationwith TrAILCo remove from service any of its respective System Upgrade Facilities that mayimpact TrAILCo’s facilities as necessary to perform maintenance or testing or to install orreplace equipment.  TrAILCo may, in accordance with applicable PJM procedures and GoodUtility Practice, and in coordination with NYSEG, remove from service any of its respective
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SERVICE AGREEMENT NO. 2232System Upgrade Facilities that may impact NYSEG’s facilities as necessary to performmaintenance or testing or to install or replace equipment.  Absent an Emergency, or EmergencyState, the Party scheduling a removal of such facility(ies) from service will use ReasonableEfforts to schedule such removal on a date and time mutually acceptable to both NYSEG andTrAILCo.  In all circumstances either Party planning to remove such facility(ies) from serviceshall use Reasonable Efforts to minimize the effect on the other Party of such removal.9.6.1.2 Outage Schedules.  NYSEG shall post scheduled outages of itstransmission facilities on the NYISO OASIS, and TrAILCo shall post scheduled outages of itstransmission facilities on the PJM OASIS.9.6.1.3 Outage Restoration.  If an outage on the System UpgradeFacilities of TrAILCo or NYSEG adversely affects the other Party’s operations or facilities, theParty that owns the facility that is out of service shall use Reasonable Efforts to promptly restoresuch facility(ies) to a normal operating condition consistent with the nature of the outage.  TheParty that owns the facility that is out of service shall provide the other Party, and to the NYISO,or PJM, as applicable, to the extent such information is known, information on the nature of theEmergency or Emergency State, an estimated time of restoration, and any corrective actionsrequired.  Initial verbal notice shall be followed up as soon as practicable with written noticeexplaining the nature of the outage.
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SERVICE AGREEMENT NO. 22329.6.2 Interruption of Service.  If required by Good Utility Practice orApplicable Reliability Standards to do so, TrAILCo may require NYSEG to interrupt or reducetransmission of electricity over the Watercure Line, and NYSEG may require TrAILCo tointerrupt or reduce transmission of electricity over the Transmission Facility if either TrAILCo,NYSEG or the NYISO deems the interruption of such transmission of electricity to be necessary:(a) for purposes of Good Utility Practice, to protect a Party’s facilities from physical damage orto prevent injury or damage to persons or property; or (b) to comply with Applicable ReliabilityStandards.  The following provisions shall apply to any interruption or reduction permitted underthis Article 9.6.2: 9.6.2.1 The interruption or reduction shall continue only for so long asreasonably necessary to: (a) protect its facilities from physical damage or to prevent injury ordamage to persons or property under Good Utility Practice; or (b) comply with ApplicableReliability Standards;9.6.2.2 Any such interruption or reduction shall be made on an equitable,non-discriminatory basis with respect to all transmission facilities directly connected to that partof the PJM Transmission System and New York State Transmission System owned, respectively,by TrAILCo or NYSEG;9.6.2.3 When the interruption or reduction must be made undercircumstances which do not allow for advance notice, TrAILCo or NYSEG, as applicable, shallnotify the other Party (and the NYISO) by telephone as soon as practicable of the reasons for the
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SERVICE AGREEMENT NO. 2232curtailment, interruption, or reduction, and, if known, its expected duration.  Telephonenotification shall be followed by written notification as soon as practicable;9.6.2.4 Except during the existence of an Emergency or Emergency State,when the interruption or reduction can be scheduled without advance notice, TrAILCo orNYSEG, as applicable, shall notify the other Party (and the NYISO) in advance regarding thetiming of such scheduling and further notify the other Party (and the NYISO) of the expectedduration.  TrAILCo and NYSEG, as applicable, shall coordinate with the other Party (and theNYISO) using Good Utility Practice to schedule the interruption or reduction during periods ofleast impact to both NYSEG and TrAILCo, the New York State Transmission System, and thePJM Transmission System; and9.6.2.5 The Parties shall cooperate and coordinate with each other, and thePJM and NYISO, to the extent necessary in order to restore the Watercure Line, System UpgradeFacilities, the New York State Transmission System, and the PJM Transmission System to theirnormal operating state, consistent with system conditions and Good Utility Practice, and inaccordance with the directives of the NYISO and PJM.
9.6.3 System Protection and Other Control Requirements.9.6.3.1 System Protection Facilities.  TrAILCo shall install, operate andmaintain, at its expense, any System Protection Facilities that may be required on TrAILCo’sfacilities, including its System Upgrade Facilities, as a result of the interconnection of theTransmission Facility to the New York State Transmission System.  NYSEG shall install at
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SERVICE AGREEMENT NO. 2232TrAILCo’s expense any System Protection Facilities that may be required on the NYSEG’sfacilities, including its System Upgrade Facilities or the New York State Transmission System asa result of the interconnection of the Transmission Facility to the New York State TransmissionSystem. 9.6.3.2 The protection facilities of both NYSEG and TrAILCo shall bedesigned and coordinated with other systems in accordance with Good Utility Practice andApplicable Reliability Standards.9.6.3.3 NYSEG and TrAILCo shall each be responsible for protection ofits respective facilities consistent with Good Utility Practice and Applicable ReliabilityStandards. 9.6.3.4 The protective relay design of NYSEG and TrAILCo shall eachincorporate the necessary test switches to perform the tests required in Article 6 of thisAgreement.  The required test switches will be placed such that they allow operation of lockoutrelays while preventing breaker failure schemes from operating and causing unnecessary breakeroperations and/or the tripping of NYSEG’s Watercure Line or the System Upgrade Facilities.9.6.3.5 NYSEG and TrAILCo will each test, operate and maintain SystemProtection Facilities in accordance with Good Utility Practice and applicable ReliabilityFirst andNPCC criteria. 9.6.3.6 Prior to the Commercial Operation Date, NYSEG and TrAILCoshall each perform, or their agents shall perform, a complete calibration test and functional trip
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SERVICE AGREEMENT NO. 2232test of the System Protection Facilities.  At intervals suggested by Good Utility Practice andfollowing any apparent malfunction of the System Protection Facilities, NYSEG and TrAILCoshall each perform both calibration and functional trip tests of the System Protection Facilitiesin a manner and at intervals consistent with TrAILCo’s standard practice for performing suchtests.  These tests do not require the tripping of any in-service generation unit.  These tests do,however, require that all protective relays and lockout contacts be activated.9.6.4 Requirements for Protection.In compliance with applicable ReliabilityFirst and NPCC requirements, and Good UtilityPractice, NYSEG and TrAILCo, as applicable, shall provide, install, own, and maintain relays,circuit breakers and all other devices necessary to remove any fault contribution of theWatercure Line or the Mainesburg Substation to any short circuit occurring on the New YorkState Transmission System or the PJM Transmission System not otherwise isolated by the otherParty’s equipment, such that the removal of the fault contribution shall be coordinated with theprotective requirements of the New York State Transmission System or the PJM TransmissionSystem.  Such protective equipment shall include, without limitation, a disconnecting device orswitch with load‐interrupting capability located between the Transmission Facility and the NewYork State Transmission System at a site selected upon mutual agreement (not to beunreasonably withheld, conditioned or delayed) of NYSEG and TrAILCo.9.6.5 Power Quality.Neither the facilities of NYSEG nor the facilities of TrAILCo shall cause excessivevoltage flicker nor introduce excessive distortion to the sinusoidal voltage or current waves as
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SERVICE AGREEMENT NO. 2232defined by ANSI Standard C84.1‐1989, in accordance with IEEE Standard 519, or anyapplicable superseding electric industry standard.  In the event of a conflict between ANSIStandard C84.1‐1989, or any applicable superseding electric industry standard, ANSI StandardC84.1‐1989, or the applicable superseding electric industry standard, shall control.
9.7 Switching and Tagging Rules.NYSEG and TrAILCo shall each provide the other Party a copy of its switching andtagging rules that are applicable to the other Party’s activities.  Such switching and tagging rulesshall be developed on a nondiscriminatory basis.  The Parties shall comply with applicableswitching and tagging rules, as amended from time to time, in obtaining clearances for work orfor switching operations on equipment.9.8 [Reserved]9.9 Disturbance Analysis Data Exchange.The Parties will cooperate with one another and the NYISO in the analysis ofdisturbances to either the  Mainesburg Substation, the PJM Transmission System, the WatercureLine, or the New York State Transmission System by gathering and providing access to anyinformation relating to any disturbance, including information from disturbance recordingequipment, protective relay targets, breaker operations and sequence of events records, and anydisturbance information required by Good Utility Practice.9.10 Emergency Operations NYSEG shall have the right, including but not limited to after receiving a directive fromthe NYISO, to direct TrAILCo to take action with regard to breakers at the Mainesburg
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SERVICE AGREEMENT NO. 2232Substation necessary to disconnect the MHC Segment in order to respond to an Emergency asset forth in Articles 9.10.1 and 9.10.2 below.9.10.1 NYSEG does not have the right nor the capability to open breakers at theMainesburg Substation, but rather NYSEG will have the unilateral right to direct TrAILCo toundertake that action with regard to necessary breakers at the Mainesburg Substation todisconnect the MHC Segment based on directives from NYISO or based on conditions orcircumstances requiring a response to an Emergency; and9.10.2 TrAILCo agrees that it shall promptly take the actions specified in adirective issued by NYSEG as indicated in Articles 9.10 and 9.10.1 above in a safe and efficientmanner and consistent with Good Utility Practice.
ARTICLE 10.  MAINTENANCE10.1 TrAILCo Obligations.TrAILCo shall maintain the Mainesburg Substation and System Upgrade Facilitiesowned by TrAILCo in a safe and reliable manner and in accordance with this Agreement.10.2 NYSEG Obligations.NYSEG shall maintain the Watercure Line and System Upgrade Facilities owned byNYSEG in a safe and reliable manner and in accordance with this Agreement.10.3 Coordination.NYSEG and TrAILCo shall confer regularly to coordinate the planning, scheduling andperformance of preventive and corrective maintenance on the Mainesburg Substation, Watercure
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SERVICE AGREEMENT NO. 2232Line, and the System Upgrade Facilities.  NYSEG and TrAILCo shall keep NYISO fullyinformed of the preventive and corrective maintenance that is planned, and shall schedule allsuch maintenance in accordance with NYISO procedures.10.4 Secondary Systems.NYSEG and TrAILCo shall each cooperate with the other in the inspection, maintenance,and testing of control or power circuits that operate below 600 volts, AC or DC, including, butnot limited to, any hardware, control or protective devices, cables, conductors, electric raceways,secondary equipment panels, transducers, batteries, chargers, and voltage and currenttransformers that directly affect the operation of NYSEG or TrAILCo’s facilities and equipmentwhich may reasonably be expected to impact the other Party.  NYSEG and TrAILCo shall eachprovide advance notice to the other Party, and to NYISO, before undertaking any work on suchcircuits, especially on electrical circuits involving circuit breaker trip and close contacts, currenttransformers, or potential transformers.10.5 Operating and Maintenance Expenses.Subject to the provisions herein addressing the use of facilities by others, and except foroperations and maintenance expenses associated with modifications made for providinginterconnection or transmission service to a third party and such third party pays for suchexpenses, TrAILCo shall be responsible for all reasonable expenses including overheads,associated with: owning, operating, maintaining, repairing, and replacing its System UpgradeFacilities.  NYSEG shall be entitled to the recovery of incremental operating and maintenanceexpenses that it incurs associated with System Upgrade Facilities, if and to the extent providedfor under Attachment S to the NYISO OATT.
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SERVICE AGREEMENT NO. 2232
ARTICLE 11.  PERFORMANCE OBLIGATION11.1 Compensation for Emergency Services.If, during an Emergency State, NYSEG provides services at the request or direction ofTrAILCo, NYSEG will be compensated for such services. If, during an Emergency State,TrAILCo provides services at the request or direction of NYSEG, TrAILCo will be compensatedfor such services.11.2 Line Outage Costs.Notwithstanding anything in Applicable Laws and Regulations to the contrary, NYSEGmay propose to recover line outage costs associated with the installation of TrAILCo SystemUpgrade Facilities on a case‐by‐case basis; provided, however, NYSEG shall not have the rightto recover line outage costs from TrAILCo if such line outage costs are caused by NYSEG’sDefault under this Agreement.
ARTICLE 12.  INVOICE12.1 General.Each Party shall each submit to another Party, on a monthly basis, invoices of amountsdue for the preceding month, as applicable.  Each invoice shall state the month to which theinvoice applies and fully describe the services and equipment provided.  The Parties maydischarge mutual debts and payment obligations due and owing to each other on the same datethrough netting, in which case all amounts one Party owes to the other Party under thisAgreement, including interest payments or credits, shall be netted so that only the net amount
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SERVICE AGREEMENT NO. 2232remaining due shall be paid by the owing Party.  The allocation of any costs, expenses, orcharges to a Party under this Agreement shall not in any way limit the right of each Party tocollect such costs or charges in rates approved by the appropriate Governmental Authority.12.2 Payment.Invoices shall be rendered to the paying Party at the address specified in Appendix Ehereto.  The Party receiving the invoice shall pay the invoice within thirty (30) Calendar Days ofreceipt.  All payments shall be made in immediately available funds payable to the other Party,or by wire transfer to a bank named and account designated by the invoicing Party.  Payment ofinvoices will not constitute a waiver of any rights or claims the paying Party may have under thisAgreement.12.3 Disputes.In the event of a billing dispute between the Parties, each Party shall continue to performunder this Agreement and such dispute shall be subject to resolution in accordance with Article27.  Within thirty (30) Calendar Days after the resolution of the dispute, the Party that owesmoney to the other Party shall pay the amount due with interest calculated in accord with themethodology set forth in FERC’s Regulations at 18 C.F.R. § 35.19a(a)(2)(iii).
ARTICLE 13.  EMERGENCIES13.1 Obligations.Subject to Article 9.10, NYSEG shall comply with the Emergency State procedures ofNYISO, the Applicable Reliability Councils, and Applicable Laws and Regulations, and (b)TrAILCo shall comply with the Emergency State procedures of PJM, the applicable Reliability
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SERVICE AGREEMENT NO. 2232Councils, and Applicable Laws and Regulations.  TrAILCo and NYSEG agree to coordinatewith NYISO and PJM to develop procedures that will address the operations of the WatercureLine and the Mainesburg Substation during emergency conditions.13.2 Notice.Each Party shall notify the other Parties promptly when it becomes aware of anEmergency or Emergency State that affects, or may reasonably be expected to affect, theTransmission Facility, the Watercure Line, the System Upgrade Facilities, the New York StateTransmission System, or the PJM Transmission System.  To the extent information is known, thenotification shall describe the Emergency or Emergency State, the extent of the damage ordeficiency, the expected effect on the operation of NYSEG’s or TrAILCo’s facilities andoperations, its anticipated duration and the corrective action taken and/or to be taken.  The initialnotice shall be followed as soon as practicable with written notice.13.3 Immediate Action.Subject to Article 9.10, or unless, in NYSEG’s reasonable judgment, immediate action isrequired, NYSEG shall obtain the consent of TrAILCo, such consent to not be unreasonablywithheld, or delayed, prior to performing any manual switching operations at the Watercure Lineor Systems Upgrade Facilities owned by NYSEG in response to an Emergency or EmergencyState either declared by NYISO, TrAILCo or otherwise regarding New York State TransmissionSystem. Unless, in TrAILCo’s reasonable judgment, immediate action is required, TrAILCoshall obtain the consent of NYSEG, such consent not to be unreasonably withheld, prior toperforming any manual switching operations at the TrAILCo System Upgrade Facilities in
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SERVICE AGREEMENT NO. 2232response to an Emergency or Emergency State either declared by PJM, or TrAILCo, orotherwise regarding the PJM Transmission System.13.4 TrAILCo and NYSEGAuthority.Subject to Article 9.10 and consistent with Good Utility Practice, TrAILCo or NYSEG,as the case may be, may take whatever actions with regard to the New York State TransmissionSystem, the PJM Transmission System, and the System Upgrade Facilities owned by that Party,as it deems necessary during an Emergency or Emergency State in order to:  (i) preserve publichealth and safety; (ii) preserve the reliability of the PJM Transmission System and the New YorkState Transmission System, as applicable; (iii) limit or prevent damage; and (iv) expediterestoration of service.  NYSEG and TrAILCo shall use Reasonable Efforts to assist the other insuch actions.13.5 Limited Liability.No Party shall be liable to any other Party for any action it takes in responding to anEmergency or Emergency State so long as such action is made in good faith and is consistentwith Good Utility Practice.
ARTICLE 14.  REGULATORY REQUIREMENTS AND GOVERNING LAW14.1 Regulatory Requirements.Each Party’s obligations under this Agreement shall be subject to its receipt of anyrequired approval or certificate from one or more Governmental Authorities in the form andsubstance satisfactory to the applying Party, or the Party making any required filings with, orproviding notice to, such Governmental Authorities, and the expiration of any time period
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SERVICE AGREEMENT NO. 2232associated therewith.  Each Party shall in good faith seek and use its Reasonable Efforts toobtain such other approvals.  Nothing in this Agreement shall require TrAILCo or NYSEG totake any action that could result in its inability to obtain, or its loss of, status or exemption underthe Federal Power Act, the Public Utility Holding Company Act of 2005 or the Public UtilityRegulatory Policies Act of 1978, as amended.14.2 Governing Law.14.2.1 The validity, interpretation and performance of this Agreement and eachof its provisions shall be governed by the laws of the State of New York, without regard to itsconflicts of law principles.14.2.2 This Agreement is subject to all Applicable Laws and Regulations.14.2.3 Each Party expressly reserves the right to seek changes in, appeal, orotherwise contest any law, orders, rules, or regulations of a Governmental Authority.
ARTICLE 15.  NOTICES15.1 General.Unless otherwise provided in this Agreement, any notice, demand or request required orpermitted to be given by a Party to the other Parties and any instrument required or permitted tobe tendered or delivered by a Party in writing to the other Parties shall be effective whendelivered and may be so given, tendered or delivered, by recognized national courier, or bydepositing the same with the United States Postal Service with postage prepaid, for delivery bycertified or registered mail, addressed to the Party, or personally delivered to the Party, at theaddress set out in Appendix E hereto.
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SERVICE AGREEMENT NO. 2232A Party may change the notice information in this Agreement by giving five (5) BusinessDays written notice prior to the effective date of the change.15.2 Billings and Payments.Billings and payments shall be sent to the addresses set out in Appendix E hereto.15.3 Alternative Forms of Notice.Any notice or request required or permitted to be given by a Party to the other Parties andnot required by this Agreement to be given in writing may be so given by telephone, facsimile oremail to the telephone numbers and email addresses set out in Appendix E hereto.15.4 Operations and Maintenance Notice.NYSEG and TrAILCo shall each notify the other Party, and NYISO, in writing of theidentity of the person(s) that it designates as the point(s) of contact with respect to theimplementation of Articles 9 and 10 of this Agreement.
ARTICLE 16.  FORCE MAJEURE16.1 Force Majeure.16.1.1 Economic hardship is not considered a Force Majeure event.16.1.2 A Party shall not be responsible or liable, or deemed, in Default withrespect to any obligation hereunder, (including obligations under Article 4 of this Agreement) ,other than the obligation to pay money when due, to the extent the Party is prevented fromfulfilling such obligation by Force Majeure.  A Party unable to fulfill any obligation hereunder(other than an obligation to pay money when due) by reason of Force Majeure shall give notice
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SERVICE AGREEMENT NO. 2232and the full particulars of such Force Majeure to the other Parties in writing or by telephone assoon as reasonably possible after the occurrence of the cause relied upon.  Telephone noticesgiven pursuant to this Article shall be confirmed in writing as soon as reasonably possible andshall specifically state full particulars of the Force Majeure, the time and date when the ForceMajeure occurred and when the Force Majeure is reasonably expected to cease.  The Partyaffected shall exercise due diligence to remove such disability with reasonable dispatch, but shallnot be required to accede or agree to any provision not satisfactory to it in order to settle andterminate a strike or other labor disturbance.
ARTICLE 17.  DEFAULT17.1 Default.17.1.1 General.No Breach shall exist where such failure to discharge an obligation (other than thepayment of money) is the result of Force Majeure as defined in this Agreement or the result of anact or omission of the other Parties.  Upon a Breach, the non‐Breaching Parties shall give writtennotice of such to the Breaching Party.  The Breaching Party shall have thirty (30) Calendar Daysfrom receipt of the Breach notice within which to cure such Breach; provided however, if suchBreach is not capable of cure within thirty (30) Calendar Days, the Breaching Party shallcommence such cure within thirty (30) Calendar Days after notice and continuously anddiligently complete such cure within ninety (90) Calendar Days from receipt of the Breachnotice; and, if cured within such time, the Breach specified in such notice shall cease to exist.
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SERVICE AGREEMENT NO. 223217.1.2 Right to Terminate.If a Breach is not cured as provided in this Article 17, or if a Breach is not capable ofbeing cured within the period provided for herein, the non‐Breaching Parties acting togethershall thereafter have the right to declare a Default and terminate this Agreement by writtennotice at any time until cure occurs, and be relieved of any further obligation hereunder and,whether or not those Parties terminate this Agreement, to recover from the defaulting Party allamounts due hereunder, plus all other damages and remedies to which they are entitled at law orin equity.  The provisions of this Article will survive termination of this Agreement.
ARTICLE 18.  INDEMNITY, LIMITATION OF LIABILITY, AND INSURANCE18.1 Indemnity.Except as provided in Appendix C, NYSEG or TrAILCo (the “Indemnifying Party”)shall at all times indemnify, defend, and save harmless, as applicable, the other Parties (each an“Indemnified Party”) from, any and all Losses arising out of or resulting from (i) theIndemnifying’s Party’s Breach, negligence, or intentional wrongdoing  under this Agreement,except in cases where the Indemnifying Party can demonstrate that the Loss of the IndemnifiedParty was caused (in whole or in part) by the gross negligence or intentional wrongdoing of theIndemnified Party or (ii) the violation by the Indemnifying Party of any Environmental Law orthe release by the Indemnifying Party of any Hazardous Substance.  TrAILCo shall provide anadditional, independent indemnity to NYSEG in accordance with the provisions of Section C(10)of Appendix C, and any conflict between that provision of Appendix C and this Article 18 shallbe resolved in favor of Section C(10) of Appendix C.
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SERVICE AGREEMENT NO. 223218.1.1 Indemnified Party.If a Party is entitled to indemnification under this Article 18 as a result of a claim by athird party, and the indemnifying Party fails, after notice and reasonable opportunity to proceedunder Article 18.1.3, to assume the defense of such claim, such Indemnified Party may at theexpense of the Indemnifying Party contest, settle or consent to the entry of any judgment withrespect to, or pay in full, such claim.18.1.2 Indemnifying Party.If an Indemnifying Party is obligated to indemnify and hold any Indemnified Partyharmless under this Article 18, the amount owing to the Indemnified Party shall be the amount ofsuch Indemnified Party’s actual Loss, net of any insurance or other recovery.18.1.3 Indemnity Procedures.Promptly after receipt by an Indemnified Party of any claim or notice of thecommencement of any action or administrative or legal proceeding or investigation as to whichthe indemnity provided for in Article 18.1 may apply, the Indemnified Party shall notify theIndemnifying Party of such fact.  Any failure of or delay in such notification shall not affect aParty’s indemnification obligation unless such failure or delay is materially prejudicial to theIndemnifying Party.Except as stated below, the Indemnifying Party shall have the right to assume the defensethereof with counsel designated by such Indemnifying Party and reasonably satisfactory to theIndemnified Party.  If the defendants in any such action include one or more Indemnified Partiesand the Indemnifying Party and if the Indemnified Party reasonably concludes that there may be
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SERVICE AGREEMENT NO. 2232legal defenses available to it and/or other Indemnified Parties which are different from oradditional to those available to the Indemnifying Party, the Indemnified Party shall have the rightto select separate counsel to assert such legal defenses and to otherwise participate in the defenseof such action on its own behalf.  In such instances, the Indemnifying Party shall only berequired to pay the fees and expenses of one additional attorney to represent an IndemnifiedParty or Indemnified Parties having such differing or additional legal defenses.The Indemnified Party shall be entitled, at its expense, to participate in any such action,suit or proceeding, the defense of which has been assumed by the Indemnifying Party.Notwithstanding the foregoing, the Indemnifying Party (i) shall not be entitled to assume andcontrol the defense of any such action, suit or proceedings if and to the extent that, in the opinionof the Indemnified Party and its counsel, such action, suit or proceeding involves the potentialimposition of criminal liability on the Indemnified Party, or there exists a conflict or adversity ofinterest between the Indemnified Party and the Indemnifying Party, in such event theIndemnifying Party shall pay the reasonable expenses of the Indemnified Party, and (ii) shall notsettle or consent to the entry of any judgment in any action, suit or proceeding without theconsent of the Indemnified Party, which shall not be unreasonably withheld, conditioned ordelayed.18.2 Limitation of Liability.18.2.1 Other than the indemnity obligations set forth in Article 18.1, in no eventshall any Party be liable under any provision of this Agreement for any losses, damages, costs orexpenses for any special, indirect, incidental, consequential, or punitive damages, including butnot limited to loss of profit or revenue, loss of the use of equipment, cost of capital, cost of
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SERVICE AGREEMENT NO. 2232temporary equipment or services, whether based in whole or in part in contract, in tort, includingnegligence, strict liability, or any other theory of liability; provided, however, that damages forwhich a Party may be liable to another Party under separate agreement will not be considered tobe special, indirect, incidental, or consequential damages hereunder.  The Parties expressly agreethe damages that NYSEG may seek to recover pursuant to Appendix C shall not be consideredspecial, indirect, incidental, consequential, or punitive damages whose recovery is limited by thisArticle 18.2.1.

56



SERVICE AGREEMENT NO. 223218.2.2 Nothing in this Agreement shall be construed to create or give rise to anyliability on the part of PJM, and the Parties expressly waive any claims that may arise againstPJM under this Agreement.18.2.3 The Parties acknowledge and understand that the signature of theauthorized  officerrepresentative of PJM on this Agreement is for the limited purpose ofacknowledging that representatives of PJM have read the terms of this Agreement.  The Partiesand PJM further state that they understand that FERC desires that the Parties keep PJM fullyapprised of the matters addressed herein as well as any reliability and planning issues that mayarise under this Agreement, and that the signature of the PJM officerrepresentative shall not inany way be deemed to imply that PJM is taking responsibility for the actions of any Party, thatPJM has any affirmative duties under this Agreement or that PJM is liable in any way under thisAgreement.18.3 Insurance.NYSEG and TrAILCo shall each, at its own expense, maintain in force throughout theperiod of this Agreement, and until released by the other Parties, the following minimuminsurance coverages, with insurers authorized to do business in the state of New York:18.3.1 Employers’ Liability and Workers’ Compensation Insurance providingstatutory benefits in accordance with the laws and regulations of New York State.18.3.2 Commercial General Liability Insurance including premises andoperations, personal injury, broad form property damage, broad form blanket contractual liabilitycoverage (including coverage for the contractual indemnification) products and completedoperations coverage, coverage for explosion, collapse and underground hazards, independent
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SERVICE AGREEMENT NO. 2232contractors coverage, coverage for pollution to the extent normally available and punitivedamages to the extent normally available and a cross liability endorsement, with minimum limitsof One Million Dollars ($1,000,000) per occurrence/One Million Dollars ($1,000,000) aggregatecombined single limit for personal injury, bodily injury, including death and property damage.18.3.3 Comprehensive Automobile Liability Insurance for coverage of ownedand non‐owned and hired vehicles, trailers or semi‐trailers designed for travel on public roads,with a minimum, combined single limit of One Million Dollars ($1,000,000) per occurrence forbodily injury, including death, and property damage.18.3.4 Excess Public Liability Insurance over and above the Employers’ LiabilityCommercial General Liability and Comprehensive Automobile Liability Insurance coverage,with a minimum combined single limit of Twenty Million Dollars ($20,000,000) peroccurrence/Twenty Million Dollars ($20,000,000) aggregate.18.3.5 The Commercial General Liability Insurance, Comprehensive AutomobileInsurance and Excess Public Liability Insurance policies of NYSEG and TrAILCo shall namethe other Party, its parent, associated and Affiliate companies and their respective directors,officers, agents, servants and employees (“Other Party Group”) as additional insured.  Allpolicies shall contain provisions whereby the insurers waive all rights of subrogation inaccordance with the provisions of this Agreement against the Other Party Group and providethirty (30) Calendar days advance written notice to the Other Party Group prior to anniversarydate of cancellation or any material change in coverage or condition.18.3.6 The Commercial General Liability Insurance, Comprehensive AutomobileLiability Insurance and Excess Public Liability Insurance policies shall contain provisions that
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SERVICE AGREEMENT NO. 2232specify that the policies are primary and shall apply to such extent without consideration forother policies separately carried and shall state that each insured is provided coverage as thougha separate policy had been issued to each, except the insurer’s liability shall not be increasedbeyond the amount for which the insurer would have been liable had only one insured beencovered.  NYSEG and TrAILCo shall each be responsible for its respective deductibles orretentions. 18.3.7 The Commercial General Liability Insurance, Comprehensive AutomobileLiability Insurance and Excess Public Liability Insurance policies, if written on a Claims FirstMade Basis, shall be maintained in full force and effect for two (2) years after termination of thisAgreement, which coverage may be in the form of tail coverage or extended reporting periodcoverage if agreed by NYSEG and TrAILCo.18.3.8 The requirements contained herein as to the types and limits of allinsurance to be maintained by NYSEG and TrAILCo are not intended to and shall not in anymanner, limit or qualify the liabilities and obligations assumed by those Parties under thisAgreement.18.3.9 Within ten (10) days following execution of this Agreement, and as soonas practicable after the end of each fiscal year or at the renewal of the insurance policy and inany event within ninety (90) days thereafter, NYSEG and TrAILCo shall provide certification ofall insurance required in this Agreement, executed by each insurer or by an authorizedrepresentative of each insurer.18.3.10 Notwithstanding the foregoing, NYSEG and TrAILCo may eachself‐insure to meet the minimum insurance requirements of Articles 18.3.2 through 18.3.8 to the
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SERVICE AGREEMENT NO. 2232extent it maintains a self‐insurance program; provided that, such Party’s senior debt is rated atinvestment grade, or better, by Standard & Poor’s and that its self‐insurance program meets theminimum insurance requirements of Articles 18.3.2 through 18.3.8.  For any period of time thata Party’s senior debt is unrated by Standard & Poor’s or is rated at less than investment grade byStandard & Poor’s, such Party shall comply with the insurance requirements applicable to itunder Articles 18.3.2 through 18.3.9.  In the event that a Party is permitted to self‐insurepursuant to this Article 18.3.10, it shall notify the other Party that it meets the requirements toself‐insure and that its self‐insurance program meets the minimum insurance requirements in amanner consistent with that specified in Article 18.3.9.18.3.11 NYSEG and TrAILCo agree to report to each other in writing as soon aspractical all accidents or occurrences resulting in injuries to any person, including death, and anyproperty damage arising out of this Agreement.
ARTICLE 19.  ASSIGNMENT19.1 Assignment.This Agreement may be assigned by a Party only with the written consent of the otherParty; provided that a Party may assign this Agreement without the consent of the other Party toany Affiliate of the assigning Party with an equal or greater credit rating and with the legalauthority and operational ability to satisfy the obligations of the assigning Party under thisAgreement; provided further that a Party may assign this Agreement without the consent of theother Party in connection with the sale, merger, restructuring, or transfer of a substantial portion
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SERVICE AGREEMENT NO. 2232or all of its assets so long as the assignee in such a transaction directly assumes in writing allrights, duties and obligations arising under this Agreement.  Any attempted assignment thatviolates this Article is void and ineffective.  Any assignment under this Agreement shall notrelieve a Party of its obligations, nor shall a Party’s obligations be enlarged, in whole or in part,by reason thereof.  Where required, consent to assignment will not be unreasonably withheld,conditioned or delayed.
ARTICLE 20.  SEVERABILITY20.1 Severability.If any provision in this Agreement is finally determined to be invalid, void orunenforceable by any court or other Governmental Authority having jurisdiction, suchdetermination shall not invalidate, void or make unenforceable any other provision, agreement orcovenant of this Agreement.
ARTICLE 21.  COMPARABILITY21.1 Comparability.The Parties will comply with all applicable comparability and code of conduct laws, rulesand regulations, as amended from time to time.
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SERVICE AGREEMENT NO. 2232ARTICLE 22.  CONFIDENTIALITY22.1 Confidentiality.Certain information exchanged by the Parties during the term of this Agreement shallconstitute confidential information (“Confidential Information”) and shall be subject to thisArticle 22.If requested by a Party receiving information, the Party supplying the information shallprovide in writing, the basis for asserting that the information referred to in this Article warrantsconfidential treatment, and the requesting Party may disclose such writing to the appropriateGovernmental Authority.  Each Party shall be responsible for the costs associated with affordingconfidential treatment to its information.22.1.1 Term.During the term of this Agreement, and for a period of three (3) years after the expirationor termination of this Agreement, except as otherwise provided in this Article 22, each Partyshall hold in confidence and shall not disclose to any person Confidential Information.22.1.2 Confidential Information.The following shall constitute Confidential Information:  (a) any non‐public informationthat is treated as confidential by the disclosing Party and which the disclosing Party identifies asConfidential Information in writing at the time, or promptly after the time, of disclosure; or (b)information designated as Confidential Information by the NYISO Code of Conduct contained inAttachment F to the NYISO OATT.
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SERVICE AGREEMENT NO. 223222.1.3 Scope.Confidential Information shall not include information that the receiving Party candemonstrate:  (1) is generally available to the public other than as a result of a disclosure by thereceiving Party; (2) was in the lawful possession of the receiving Party on a non‐confidentialbasis before receiving it from the disclosing Party; (3) was supplied to the receiving Partywithout restriction by a third party, who, to the knowledge of the receiving Party after dueinquiry, was under no obligation to the disclosing Party to keep such information confidential;(4) was independently developed by the receiving Party without reference to ConfidentialInformation of the disclosing Party; (5) is, or becomes, publicly known, through no wrongful actor omission of the receiving Party or Breach of this Agreement; or (6) is required in accordancewith Article 22.1.8 of this Agreement, Order of Disclosure, to be disclosed.  Informationdesignated as Confidential Information will no longer be deemed confidential if the Party thatdesignated the information as confidential notifies the other Party that it no longer isconfidential.22.1.4 Release of Confidential Information.No Party shall release or disclose Confidential Information to any other person, except toits Affiliates (limited by FERC Standards of Conduct requirements), subcontractors, employees,consultants, or to parties who may be considering providing financing to or equity participationwith NYSEG, or to potential purchasers or assignees of a Party, on a need‐to‐know basis inconnection with this Agreement, unless such person has first been advised of the confidentialityprovisions of this Article 22 and has agreed to comply with such provisions.  Notwithstanding
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SERVICE AGREEMENT NO. 2232the foregoing, a Party providing Confidential Information to any person shall remain primarilyresponsible for any release of Confidential Information in contravention of this Article 22.22.1.5 Rights.Each Party retains all rights, title, and interest in the Confidential Information that eachParty discloses to the other Party.  The disclosure by each Party to the other Parties ofConfidential  Information shall not be deemed a waiver by any Party or any other person orentity of the right to protect the Confidential Information from public disclosure.22.1.6 No Warranties.By providing Confidential Information, no Party makes any warranties or representationsas to its accuracy or completeness.  In addition, by supplying Confidential Information, no Partyobligates itself to provide any particular information or Confidential Information to the otherParties nor to enter into any further agreements or proceed with any other relationship or jointventure. 22.1.7 Standard of Care.Each Party shall use at least the same standard of care to protect Confidential Informationit receives as it uses to protect its own Confidential Information from unauthorized disclosure,publication or dissemination.  Each Party may use Confidential Information solely to fulfill itsobligations to the other Party under this Agreement or its regulatory requirements, including theNYISO OATT and NYISO Services Tariff.  The NYISO shall, in all cases, treat the informationit receives in accordance with the requirements of Attachment F to the NYISO OATT.
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SERVICE AGREEMENT NO. 223222.1.8 Order of Disclosure.If a court or a Government Authority or entity with the right, power, and apparentauthority to do so requests or requires any Party, by subpoena, oral deposition, interrogatories,requests for production of documents, administrative order, or otherwise to disclose ConfidentialInformation, that Party shall provide the other Parties with prompt notice of such request(s) orrequirement(s) so that the other Parties may seek an appropriate protective order or waivecompliance with the terms of this Agreement.  Notwithstanding the absence of a protective orderor waiver, the Party may disclose such Confidential Information which, in the opinion of itscounsel, the Party is legally compelled to disclose.  Each Party will use Reasonable Efforts toobtain reliable assurance that confidential treatment will be accorded any ConfidentialInformation so furnished.22.1.9 Termination of Agreement.Upon termination of this Agreement for any reason, each Party shall, within ten (10)Calendar Days of receipt of a written request from the other Parties, use Reasonable Efforts todestroy, erase, or delete (with such destruction, erasure, and deletion certified in writing to theother Parties) or return to the other Parties, without retaining copies thereof, any and all writtenor electronic Confidential Information received from the other Parties pursuant to thisAgreement.22.1.10 Remedies.The Parties agree that monetary damages would be inadequate to compensate a Party foranother Party’s Breach of its obligations under this Article 22.  Each Party accordingly agreesthat the other Parties shall be entitled to equitable relief, by way of injunction or otherwise, if the
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SERVICE AGREEMENT NO. 2232first Party Breaches or threatens to Breach its obligations under this Article 22, which equitablerelief shall be granted without bond or proof of damages, and the receiving Party shall not pleadin defense that there would be an adequate remedy at law.  Such remedy shall not be deemed anexclusive remedy for the Breach of this Article 22, but shall be in addition to all other remediesavailable at law or in equity.  The Parties further acknowledge and agree that the covenantscontained herein are necessary for the protection of legitimate business interests and arereasonable in scope.  No Party, however, shall be liable for indirect, incidental, or consequentialor punitive damages of any nature or kind resulting from or arising in connection with thisArticle 22. 22.1.11 Disclosure to FERC, its Staff, or a State.Notwithstanding anything in this Article 22 to the contrary, and pursuant to 18 C.F.R.section 1b.20, if FERC or its staff, during the course of an investigation or otherwise, requestsinformation from one of the Parties that is otherwise required to be maintained in confidencepursuant to this Agreement, or the NYISO OATT, the Party shall provide the requestedinformation to FERC or its staff, within the time provided for in the request for information.  Inproviding the information to FERC or its staff, the Party must, consistent with 18 C.F.R. section388.112, request that the information be treated as confidential and non‐public by FERC and itsstaff and that the information be withheld from public disclosure.  Parties are prohibited fromnotifying the other Parties to this Agreement prior to the release of the Confidential Informationto the Commission or its staff.  The Party shall notify the other Parties to the Agreement when itis notified by FERC or its staff that a request to release Confidential Information has beenreceived by FERC, at which time the Parties may respond before such information would be
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SERVICE AGREEMENT NO. 2232made public, pursuant to 18 C.F.R. section 388.112.  Requests from a state regulatory bodyconducting a confidential investigation shall be treated in a similar manner if consistent with theapplicable state rules and regulations.  A Party shall not be liable for any losses, consequential orotherwise, resulting from that Party divulging Confidential Information pursuant to a FERC orstate regulatory body request under this paragraph.22.1.12Except as otherwise expressly provided herein, no Party shall disclose ConfidentialInformation to any person not employed or retained by the Party possessing the ConfidentialInformation, except to the extent disclosure is:  (i) required by law; (ii) reasonably deemed bythe disclosing Party to be required to be disclosed in connection with a dispute between oramong the Parties, or the defense of litigation or dispute; (iii) otherwise permitted by consent ofthe other Party, such consent not to be unreasonably withheld; or (iv) necessary to fulfill itsobligations under this Agreement, the NYISO OATT on the NYISO Services Tariff.  Prior toany disclosures of a Party’s Confidential Information under this subparagraph, or if any thirdparty or Governmental Authority makes any request or demand for any of the informationdescribed in this subparagraph, the disclosing Party agrees to promptly notify the other Party inwriting and agrees to assert confidentiality and cooperate with the other Party in seeking toprotect the Confidential Information from public disclosure by confidentiality agreement,protective order or other reasonable measures.
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SERVICE AGREEMENT NO. 2232ARTICLE 23.  ENVIRONMENTAL RELEASES23.1 NYSEG and TrAILCo Notice.Subject to reporting requirements that may be imposed on NYSEG and TrAILCo underApplicable Laws and Regulations, NYSEG and TrAILCo shall each notify the other Party, firstorally and then in writing, of the release of any Hazardous Substances, any asbestos or leadabatement activities, or any type of remediation activities related to the Transmission Facility,each of which may reasonably be expected to affect the other Party.  Subject to reportingrequirements that may be imposed on NYSEG and TrAILCo under Applicable Laws andRegulations, the notifying Party shall:  (i) provide the notice as soon as practicable, providedsuch Party makes a good faith effort to provide the notice no later than twenty‐four hours aftersuch Party becomes aware of the occurrence; and (ii) promptly furnish to the other Party copiesof any publicly available reports filed with any Governmental Authorities addressing suchevents.
ARTICLE 24.  [Reserved]
ARTICLE 25.  INFORMATION ACCESS AND AUDIT RIGHTS25.1 Information Access.Each Party (“Disclosing Party”) shall make available to another Party (“RequestingParty”) information that is in the possession of the Disclosing Party and is necessary in order forthe Requesting Party to:  (i) verify the costs incurred by the Disclosing Party for which the
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SERVICE AGREEMENT NO. 2232Requesting Party is responsible under this Agreement; and (ii) carry out its obligations andresponsibilities under this Agreement.  The Parties shall not use such information for purposesother than those set forth in this Article 25.1 of this Agreement and to enforce their rights underthis Agreement.25.2 Reporting of Non‐Force Majeure Events.Each Party (the “Notifying Party”) shall notify the other Parties when the Notifying Partybecomes aware of its inability to comply with the provisions of this Agreement for a reasonother than a Force Majeure event.  The Parties agree to cooperate with each other and providenecessary information regarding such inability to comply, including the date, duration, reason forthe inability to comply, and corrective actions taken or planned to be taken with respect to suchinability to comply.  Notwithstanding the foregoing, notification, cooperation or informationprovided under this Article shall not entitle the Party receiving such notification to allege a causefor anticipatory breach of this Agreement.25.3 Audit Rights.Subject to the requirements of confidentiality under Article 22 of this Agreement, eachParty shall have the right, during normal business hours, and upon prior reasonable notice to theother Parties, to audit at its own expense the other Party’s accounts and records pertaining to theother Party’s performance or satisfaction of its obligations under this Agreement.  Such auditrights shall include audits of the other Party’s costs, calculation of invoiced amounts, and eachParty’s actions in an Emergency or Emergency State.  Any audit authorized by this Article shallbe performed at the offices where such accounts and records are maintained and shall be limitedto those portions of such accounts and records that relate to the Party’s performance and
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SERVICE AGREEMENT NO. 2232satisfaction of obligations under this Agreement.  Each Party shall keep such accounts andrecords for a period equivalent to the audit rights periods described in Article 25.4 of thisAgreement.25.4 Audit Rights Periods.25.4.1 Audit Rights Period for Construction‐Related Accounts and Records.Accounts and records related to the design, engineering, procurement, and constructionof System Upgrade Facilities shall be subject to audit for a period of twenty‐four monthsfollowing the Commercial Operation Date.25.4.2 Audit Rights Period for All Other Accounts and Records.Accounts and records related to a Party’s performance or satisfaction of its obligationsunder this Agreement other than those described in Article 25.4.1 of this Agreement shall besubject to audit as follows:  (i) for an audit relating to cost obligations, the applicable audit rightsperiod shall be twenty-four months after the auditing Party’s receipt of an invoice giving rise tosuch cost obligations; and (ii) for an audit relating to all other obligations, the applicable auditrights period shall be twenty‐four months after the event for which the audit is sought.
25.5 Audit Results.If an audit by a Party determines that an overpayment or an underpayment has occurred,a notice of such overpayment or underpayment shall be given to the other Party together withthose records from the audit which support such determination.
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SERVICE AGREEMENT NO. 2232ARTICLE 26.  SUBCONTRACTORS26.1 General.Nothing in this Agreement shall prevent a Party from utilizing the services of anysubcontractor as it deems appropriate to perform its obligations under this Agreement; provided,however, that each Party shall require its subcontractors to comply with all applicable terms andconditions of this Agreement in providing such services and each Party shall remain primarilyliable to the other Party for the performance of such subcontractor.26.2 Responsibility of Principal.The creation of any subcontract relationship shall not relieve the hiring Party of any of itsobligations under this Agreement.  The hiring Party shall be fully responsible to the other Partyfor the acts or omissions of any subcontractor the hiring Party hires as if no subcontract had beenmade; provided, however, that in no event shall NYSEG or NYISO be liable for the actions orinactions of TrAILCo or its subcontractors with respect to obligations of TrAILCo under Article5 of this Agreement.  Any applicable obligation imposed by this Agreement upon the hiringParty shall be equally binding upon, and shall be construed as having application to, anysubcontractor of such Party.26.3 No Limitation by Insurance.The obligations under this Article 26 will not be limited in any way by any limitation ofsubcontractor’s insurance.
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SERVICE AGREEMENT NO. 2232ARTICLE 27.  DISPUTES27.1 Submission.In the event any Party has a dispute, or asserts a claim, that arises out of or in connectionwith this Agreement or its performance (a “Dispute”), such Party shall provide the other Partieswith written notice of the Dispute (“Notice of Dispute”).  Such Dispute shall be referred to adesignated senior representative of each Party for resolution on an informal basis as promptly aspracticable after receipt of the Notice of Dispute by the other Party.  In the event the designatedrepresentatives are unable to resolve the Dispute through unassisted or assisted negotiationswithin thirty (30) Calendar Days of the other Parties’ receipt of the Notice of Dispute, suchDispute may, upon mutual agreement of the Parties, be submitted to arbitration and resolved inaccordance with the arbitration procedures set forth below.  In the event the Parties do not agreeto submit such Dispute to arbitration, each Party may exercise whatever rights and remedies itmay have in equity or at law consistent with the terms of this Agreement.27.2 External Arbitration Procedures.Any arbitration initiated under this Agreement shall be conducted before a single neutralarbitrator appointed by the Parties.  If the Parties fail to agree upon a single arbitrator within ten(10) Calendar Days of the submission of the Dispute to arbitration, each Party shall choose onearbitrator who shall sit on a three‐member arbitration panel.  In each case, the arbitrator(s) shallbe knowledgeable in electric utility matters, including electric transmission and bulk powerissues, and shall not have any current or past substantial business or financial relationships withany party to the arbitration (except prior arbitration).  The arbitrator(s) shall provide each of theParties an opportunity to be heard and, except as otherwise provided herein, shall conduct the
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SERVICE AGREEMENT NO. 2232arbitration in accordance with the Commercial Arbitration Rules of the American ArbitrationAssociation (“Arbitration Rules”) and any applicable FERC regulations or RTO rules; provided,however, in the event of a conflict between the Arbitration Rules and the terms of this Article 27,the terms of this Article 27 shall prevail.27.3 Arbitration Decisions.Unless otherwise agreed by the Parties, the arbitrator(s) shall render a decision withinninety (90) Calendar Days of appointment and shall notify the Parties in writing of such decisionand the reasons therefor.  The arbitrator(s) shall be authorized only to interpret and apply theprovisions of this Agreement and shall have no power to modify or change any provision of thisAgreement in any manner.  The decision of the arbitrator(s) shall be final and binding upon theParties, and judgment on the award may be entered in any court having jurisdiction.  Thedecision of the arbitrator(s) may be appealed solely on the grounds that the conduct of thearbitrator(s), or the decision itself, violated the standards set forth in the Federal Arbitration Actor the Administrative Dispute Resolution Act.  The final decision of the arbitrator must also befiled with FERC if it affects jurisdictional rates, terms and conditions of service or SystemUpgrade Facilities.27.4 Costs.Each Party shall be responsible for its own costs incurred during the arbitration processand for the following costs, if applicable:  (1) the cost of the arbitrator chosen by the Party to siton the three member panel; or (2) one‐third the cost of the single arbitrator jointly chosen by theParties.
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SERVICE AGREEMENT NO. 223227.5 Termination.Notwithstanding the provisions of this Article 27, any Party may terminate thisAgreement in accordance with its provisions or pursuant to an action at law or equity.  The issueof whether such a termination is proper shall not be considered a Dispute hereunder.
ARTICLE 28.  REPRESENTATIONS, WARRANTIES AND COVENANTS28.1 General.Each Party makes the following representations, warranties and covenants:28.1.1 Good Standing.Such Party is duly organized, validly existing and in good standing under the laws of thestate in which it is organized, formed, or incorporated, as applicable; that it is qualified to dobusiness in the state or states in which the Transmission Facility and System Upgrade Facilities,owned by such Party, as applicable, are located; and that it has the corporate power and authorityto own its properties, to carry on its business as now being conducted and to enter into thisAgreement and carry out the transactions contemplated hereby and perform and carry out allcovenants and obligations on its part to be performed under and pursuant to this Agreement.28.1.2 Authority.Such Party has the right, power and authority to enter into this Agreement, to become aParty hereto and to perform its obligations hereunder.  This Agreement is a legal, valid andbinding obligation of such Party, enforceable against such Party in accordance with its terms,except as the enforceability thereof may be limited by applicable bankruptcy, insolvency,
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SERVICE AGREEMENT NO. 2232reorganization or other similar laws affecting creditors’ rights generally and by general equitableprinciples (regardless of whether enforceability is sought in a proceeding in equity or at law).28.1.3 No Conflict.The execution, delivery and performance of this Agreement does not violate or conflictwith the organizational or formation documents, or bylaws or operating agreement, of suchParty, or any judgment, license, permit, order, material agreement or instrument applicable to orbinding upon such Party or any of its assets.28.1.4 Consent and Approval.Such Party has sought or obtained, or, in accordance with this Agreement will seek orobtain, each consent, approval, authorization, order, or acceptance by any GovernmentalAuthority in connection with the execution, delivery and performance of this Agreement, and itwill provide to any Governmental Authority notice of any actions under this Agreement that arerequired by Applicable Laws and Regulations.
ARTICLE 29.  MISCELLANEOUS29.1 Binding Effect.This Agreement and the rights and obligations hereof, shall be binding upon and shallinure to the benefit of the successors and permitted assigns of the Parties hereto.29.2 Conflicts.If there is a discrepancy or conflict between or among the terms and conditions of thiscover Agreement and the Appendices hereto, the terms and conditions of this cover Agreement
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SERVICE AGREEMENT NO. 2232shall be given precedence over the Appendices; provided, however that Appendix C shall controlin the event of a conflict with this cover Agreement.  For purposes of this Article 29.2, the term“cover Agreement” shall refer to Articles 1 through 29 of this Agreement.29.3 Rules of Interpretation.This Agreement, unless a clear contrary intention appears, shall be construed andinterpreted as follows:  (1) the singular number includes the plural number and vice versa; (2)reference to any person includes such person’s successors and assigns but, in the case of a Party,only if such successors and assigns are permitted by this Agreement, and reference to a person ina particular capacity excludes such person in any other capacity or individually; (3) reference toany agreement (including this Agreement), document, instrument or tariff means suchagreement, document, instrument, or tariff as amended or modified and in effect from time totime in accordance with the terms thereof and, if applicable, the terms hereof; (4) reference toany Applicable Laws and Regulations means such Applicable Laws and Regulations asamended, modified, codified, or reenacted, in whole or in part, and in effect from time to time,including, if applicable, rules and regulations promulgated thereunder; (5) unless expresslystated otherwise, reference to any Article, Section or Appendix means such Article of thisAgreement or such Appendix to this Agreement, as the case may be; (6) “hereunder”, “hereof’,“herein”, “hereto” and words of similar import shall be deemed references to this Agreement asa whole and not to any particular Article or other provision hereof or thereof; (7) “including”(and with correlative meaning “include”) means including without limiting the generality of anydescription preceding such term; and (8) relative to the determination of any period of time,
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SERVICE AGREEMENT NO. 2232“from” means “from and including”, “to” means “to but excluding” and “through” means“through and including”.29.4 Compliance.Each Party shall perform its obligations under this Agreement in accordance withApplicable Laws and Regulations, Applicable Reliability Standards, the NYISO OATT andGood Utility Practice.  To the extent a Party is required or prevented or limited in taking anyaction by such regulations and standards, such Party shall not be deemed to be in Breach of thisAgreement for its compliance therewith.  When any Party becomes aware of such a situation, itshall notify the other Parties promptly so that the Parties can discuss the amendment to thisAgreement that is appropriate under the circumstances.29.5 Joint and Several Obligations.Except as otherwise stated herein, the obligations of NYSEG and TrAILCo are several,and are neither joint nor joint and several.29.6 Entire Agreement.This Agreement, including all Appendices and Schedules attached hereto, constitutes theentire agreement between the Parties with reference to the subject matter hereof, and supersedesall prior and contemporaneous understandings or agreements, oral or written, between the Partieswith respect to the subject matter of this Agreement.  There are no other agreements,representations, warranties, or covenants which constitute any part of the consideration for, orany condition to, either Party’s compliance with its obligations under this Agreement.
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SERVICE AGREEMENT NO. 223229.7 No Third Party Beneficiaries.This Agreement is not intended to and does not create rights, remedies, or benefits of anycharacter whatsoever in favor of any persons, corporations, associations, or entities other thanthe Parties, and the obligations herein assumed are solely for the use and benefit of the Parties,their successors in interest and permitted their assigns.29.8 Waiver.The failure of a Party to this Agreement to insist, on any occasion, upon strictperformance of any provision of this Agreement will not be considered a waiver of anyobligation, right, or duty of, or imposed upon, such Party.  Any waiver at any time by eitherParty of its rights with respect to this Agreement shall not be deemed a continuing waiver or awaiver with respect to any other failure to comply with any other obligation, right, duty of thisAgreement.  Any waiver of this Agreement shall, if requested, be provided in writing.29.9 Headings.The descriptive headings of the various Articles of this Agreement have been inserted forconvenience of reference only and are of no significance in the interpretation or construction ofthis Agreement.29.10 Multiple Counterparts.This Agreement may be executed in two or more counterparts, each of which is deemedan original but all constitute one and the same instrument.
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SERVICE AGREEMENT NO. 223229.11 Amendment.The Parties may by mutual agreement amend this Agreement, by a written instrumentduly executed by all three of the Parties.29.12 Modification by the Parties.The Parties may by mutual agreement amend the Appendices to this Agreement, by awritten instrument duly executed by all three of the Parties.  Such an amendment shall becomeeffective and a part of this Agreement upon satisfaction of all Applicable Laws and Regulations.29.13 Reservation of Rights.TrAILCo, NYISO and NYSEG each shall have the right to make unilateral filings withFERC to modify this Agreement with respect to any rates, terms and conditions, charges,classifications of service, rule or regulation under section 205 or any other applicable provisionof the Federal Power Act and FERC’s rules and regulations thereunder; provided that each Partyshall have the right to protest any such filing by another Party and to participate fully in anyproceeding before FERC in which such modifications may be considered.  Nothing in thisAgreement shall limit the rights of the Parties or of FERC under sections 205 or 206 of theFederal Power Act and FERC’s rules and regulations thereunder, except to the extent that theParties otherwise mutually agree as provided herein.29.14 No Partnership.This Agreement shall not be interpreted or construed to create an association, jointventure, agency relationship, or partnership among the Parties or to impose any partnershipobligation or partnership liability upon any Party.  No Party shall have any right, power or
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SERVICE AGREEMENT NO. 2232authority to enter into any agreement or undertaking for, or act on behalf of, or to act as or be anagent or representative of, or to otherwise bind, any other Party.29.15 Other Transmission Rights.Notwithstanding any other provision of this Agreement, nothing herein shall beconstrued as relinquishing or foreclosing any rights, including but not limited to firmtransmission rights, capacity rights, or transmission congestion rights that either Party shall beentitled to, now or in the future under any other agreement or tariff as a result of, or otherwiseassociated with, the transmission capacity, if any, created by the System Upgrade Facilities.29.16 Service Agreement.Upon the date this Agreement becomes effective in accordance with Article 2.1 of thisAgreement, the Services Agreement between NYSEG and FirstEnergy Service Company(“FSC”), dated March 18, 2015 (the “Services Agreement”), shall be deemed superseded andNYSEG and FSC shall take all steps necessary to cancel the Services Agreement as a filed rateschedule at FERC.  As a condition to the effectiveness of this Agreement, NYSEG and FSC shallexecute a letter agreement, which shall be dated as of the Effective Date, confirming that theServices Agreement is superseded upon the effectiveness of this Agreement.
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SERVICE AGREEMENT NO. 2232IN WITNESS WHEREOF, the Parties have executed this Agreement in duplicate originals,each of which shall constitute and be an original effective Agreement between the Parties.New York State Electric & GasCorporation Trans-Allegheny Interstate Line CompanyBy:  By:  Title:  Title:  Date:  Date:  NYSEG ControlBy:  
New York Independent System Operator, Inc.By:  Title:  Date:  The signature below of the authorized officerrepresentative of PJM Interconnection, L.L.C. isfor the limited purpose of acknowledging that a representative officer of PJM has read thisAgreement as of the 6ththis ____ day of August, 2015___________ (month), ______ (year).PJM Interconnection, L.L.C.By:                        (Signature)Name:                          (Print)Title:  
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APPENDIX A – ATTACHMENT FACILITIES AND SYSTEM UPGRADE FACILITIES1. Attachment Facilities:None.2. System Upgrade Facilities:(a) Stand Alone System Upgrade FacilitiesA new 345/115 kV substation at the Point of Interconnection (“POI”), namedMainesburg Substation, will be constructed and owned by TrAILCo adjacent toNYSEG’s 345 kV transmission line between Homer City and Watercure Roadsubstations (i.e., the Watercure Line) at a point approximately 25.2 line miles south ofWatercure Road substation. Mainesburg Substation will include the following majorequipment:

 2 – 345 kV dead-end (pull-off) structures;
 2 – 115 kV dead-end (pull-off) structures;
 3 – 345 kV, 3000 A wave traps;
 3 – 115 kV, 1200 A wave traps;
 15 – 345 kV arrestors;
 9 – 115 kV arrestors;
 6 – line tuners;
 1012 – 362 kV, 3000 A, double side break manually operated disconnect switch;
 1 – 362 kV, 3000 A, double side break motor operated disconnect switch;
 7 – 145 kV, 2000A, V-type manually operated disconnect switch;
 1 – 145 kV, 3000 A, V-type motor operated disconnect switch;
 4 – 380 kV, 3000 A, 63 kA SF6 breakers;
 2 – 362 kV, 3000 A, 63 kA SF6 breakers with synchronous switching controller;
 2 – 362 kV, 3000 A, 63 kA SF6 independent pole-operated breakers withsynchronous switching controller;
 3 – 145 kV, 3000 A, 40 kA SF6 breakers;
 1 – 345/115 kV 200/266/333 MVA autotransformer;
 6 – 345 kV coupling capacitor voltage transformers (“CCVT”);
 6 – 345 kV voltage transformers;
 9 – 115 kV CCVTs;
 345 kV bus work;
 115 kV bus work;
 345 kV structures;
 115 kV structures;
 2 – 95.33 MVAR 362 kV nameplate (86.6 MVAR 345 kV effective) shunt capacitorbanks;
 2 – 3 Phase 345 kV 80 MVAR Shunt Reactors;
 Grounding materials;
 Conduit and cable trench; 82
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 Control cabling;
 Control building with panels for control metering, primary and backup protection,power line carrier systems, and communication;
 1 – Station battery (125 V DC) with rack;
 1 – Station battery charger;
 AC Station Service Panels;
 DC panels;
 1 – 66.395 kV-120/240 V station service transformer;
 Back-up station service transformer;
 Fencing;(b) System Upgrade FacilitiesAll work to be performed by Pennsylvania Electric Company (“Penelec”) as describedbelow in this section (b) shall be performed pursuant to an Amended and RestatedEngineering and Construction Services Agreement between Penelec and TrAILCo datedAugust 6, 2015.(1) Line Loop System Upgrade Facilities from the Everts Drive –Mansfield 115 kV LineThe 115 kV transmission line work at Mainesburg Substation shall include thepoles, insulators, and related equipment necessary to route Penelec’s EvertsDrive – Mansfield 115 kV line into the Mainesburg Substation. Penelec willcomplete this work at TrAILCo’s cost and expense.  These System UpgradeFacilities shall be owned, operated and maintained by Penelec.(2) Protection System Upgrade Facilities – Homer City 345 kVRemote EndDue to the segmentation of the Watercure Line with the addition of theMainesburg Substation, dual-primary relaying will be installed at Homer CitySubstation. This work will be accomplished by replacing the existing backuprelay with a new relay, installing a second pilot channel, and by upgrading theexisting power line carrier equipment. Penelec will complete this work atTrAILCo’s cost and expense pursuant to an appropriate agreement betweenNYSEG and Penelec.  These System Upgrade Facilities will be jointly owned,operated and maintained by NYSEG and Penelec.(3) Protection System Upgrade Facilities – Everts Drive 115 kV RemoteEndDue to the segmentation of Penelec’s Everts Drive - Mansfield 115 kVtransmission line with the addition of the Mainesburg Substation, relay settings atEverts Drive Substation will need to be adjusted to accommodate the newMainesburg Substation. Penelec will complete this work at TrAILCo’s cost andexpense, and will own these protection System Upgrade Facilities.
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SERVICE AGREEMENT NO. 2232(4) Protection SUF – Mansfield 115 kV Remote EndDue to the segmentation of Penelec’s Everts Drive - Mansfield 115 kVtransmission line with the addition of the Mainesburg Substation, relay settings atMansfield Substation will need to be adjusted to accommodate the newMainesburg Substation. Penelec will complete this work at TrAILCo’s cost andexpense, and will own these protection SUF.(5) 345 kV Line LoopTrAILCo, on behalf of NYSEG, will engineer, design, procure all materials, andconstruct the Homer City – Watercure Road 345 kV line modifications at theMainesburg Substation POI.  TrAILCo will perform this System UpgradeFacilities work, at TrAILCo’s cost and expense, through its affiliate, Penelec,who will act as TrAILCo’s subcontractor pursuant to Article 26.  This wouldinclude obtaining any rights or way agreements, permits, and/or certificationsrequired to modify the line. This would also include all equipment for the 345 kVline taps (line structures, conductor, insulators, and terminations on dead-endstructures, etc.). All work will be performed using NYSEG standards. The newline loop will be owned and operated by NYSEG. TrAILCo will pay for the costof NYSEG to review and accept the engineering, design, procurement ofmaterials, provide standards, and attend meetings and site visits as needed. Theloop is necessary to support TrAILCo’s construction of the MainesburgSubstation. The scope of work for the line loop is as follows:
 Install two wood H-frames (#B-343-2 and #B-344-2) outside of Mainesburgsubstation.
 Install 8 steel poles (two 3-pole structures #B-343 and #B-344 and two monopoles#B-343-1 and #B-344-1). Install all anchors guys and span guys.
 Transfer existing conductors and shield wires from existing B-343 H-frame to thesouth side of new B-343 3-pole structure. Transfer existing conductor and shieldwires frame existing B-343 H-frame to the north side of new B-344 3-pole structure.Resag and clip wires.
 Remove excess wire from the north side of B-343 and the south side of B-344.
 Remove two existing H-frames (B-343 and B-344).
 Install new conductors (2156 ACSR) and shield wires (7/16” EHS steel) from 3-polestructures to each monopole, through the new wood H-frames, and into Mainesburgsubstation.(6) Watercure Road Relay UpgradesThe following System Upgrade Facilities shall be completed by NYSEG atTrAILCo’s cost and expense, and will be owned by NYSEG.Phase 1

 Remove 100W PLC amplifiers on 30 line
 Attend Siemens 7SA training (3 days)
 Review Proposed Mainesburg settings84
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 Issue new Watercure Road 30 Line Terminal Settings
 Update Aspen and Relay databases
 Update Watercure Road operating instructions
 Install new settings
 Perform PLC level checks
 Perform End to End TestsPhase 2The Phase 2 protection scheme will establish a second pilot channel betweenMainesburg and Watercure Road substations. All costs associated with the Phase2 protection scheme will be the responsibility of TrAILCo. TrAILCo will beresponsible for the engineering, design, and procurement of phase 2 project andconstruction in the TrAILCo facilities. NYSEG will be responsible for theengineering, design review and the construction in NYSEG facilities. NYSEGand TrAILCo will work together to determine the most viable communicationsrequirements. The preliminary scope of work for the Phase 2 protection scheme isas follows:

 Install a SEL-2506 fiber optic transceiver at Watercure Road adjacent to existingSiemens 7SA relay (to convert the 7SA I/O contacts to a MB signal over fiber).
 Watercure Road MB signal to be routed via 2815 transceiver to a new JUMX atWatercure Road then, via a new 6 mile ADSS SM fiber run, to 14th Street substation.
 At 14th Street substation, install a new JUMX to connect to the new T1 circuit fromMainesburg substation (ordered by FE) via a Positron shelf (Positron needs to beconfirmed).The above scope of work for Phase 2 is subject to modification based on anumber of factors, including further engineering review.3. Cost Estimates:a. System Upgrade Facilities(1) Mainesburg SubstationThe estimated cost for engineering, procuring materials, and constructing MainesburgSubstation is $22,283,600.(2) Line Loop System Upgrade Facilities from the Everts Drive – Mansfield 115kV LineThe estimated cost for engineering, procuring materials, and constructing the 115 kVline loop is $541,400.(3) Protection System Upgrade Facilities – Homer City 345 kV Remote EndThe estimated cost for engineering, procuring materials, and constructing the relayupgrades at Homer City substation is $333,200.
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SERVICE AGREEMENT NO. 2232(4) Protection System Upgrade Facilities – Everts Drive 115 kV Remote EndThe estimated cost for engineering and implementing the relay setting changes atEverts Drive Substation is $46,100.(5) Protection System Upgrade Facilities – Mansfield 115 kV Remote EndThe estimated cost for engineering and implementing the relay setting changes atMansfield Substation is $81,300.(6) 345 kV Line LoopThe estimated cost for TrAILCo, on behalf of NYSEG, to engineer, procurematerials, and construct the 345 kV line loop is $3,055,000. The estimated cost forNYSEG work associated with the 345 kV transmission line loop work is $50,000.(7) Watercure Road Relay UpgradesThe estimate cost for engineering, procuring materials, and constructing the Phase 1relay upgrades at Watercure Road substation is $101,200. The estimate cost forengineering, procuring materials, and constructing the Phase 2 relay upgrades atWatercure Road substation is $750,000.5. Design StandardThe System Upgrade Facilities and related facilities to be constructed by TrAILCo (or byPenelec on behalf of TrAILCo), with the exception of the 345 kV Line Loop work, willbe designed to meet the following requirements:
 FirstEnergy Transmission Planning Criteria
 FirstEnergy Requirements for Transmission Connected Facilities
 FirstEnergy Transmission System Protection Practices
 FirstEnergy Substation Design Standards Manual
 Power Circuit Breakers 23 kV through 500 kV (“FE-BKR-1”)
 Open Rack Power Capacitors (“FE-CAP-1”)
 Liquid Immersed Substation Power & GSU Transformers (“FE-TR-1”)
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SERVICE AGREEMENT NO. 2232 Figure 1Simplified One-Line Diagram
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APPENDIX B – MILESTONESIn accordance with Article 5.1 of this Agreement, the following milestone dates shallapply to the designated performance:1. Outage Start Date – the date that the Watercure Line outage commences which shallbe no less than fourteen (14) days from the date TrAILCo’s receives NYSEG’sconstruction authorization pursuant to Section 5.3.3 of this Agreement.2. Initial Energization Date – that date which is thirty (30) days from the Outage StartDate.3. Trial Period – shall be defined as the ten (10) day period from the Initial EnergizationDate needed for commissioning and testing.4. Commercial Operation Date – shall be defined as that date which is ten (10) daysafter the Initial Energization DateAdditionally, the following milestone completion dates shall apply to the designatedStand Alone System Upgrade Facilities described in Appendix A:i. Mainesburg Substation (Appendix A, § 2(a)): Commercial Operation Dateii. Line Loop SUF Everts Drive (Appendix A, § 2(b)(1)): In Service/Completeiii. Protection SUF – Homer City (Appendix A, § 2(b)(2)): Commercial Operation Dateiv. Protection SUF – Everts Drive (Appendix A, § 2(b)(3)): In Service/Completev. Protection SUF – Mansfield (Appendix A, § 2(b)(4)): In Service/Completevi. 345 kV Line Loop (Appendix A, § 2(b)(5)): Commercial Operation Datevii. Watercure Road Relay Upgrades (Appendix A, § 2(b)(6)):Phase 1:  the Commercial Operation Date provided that NYSEG completes the workat the Watercure Road substation in a timely manner.Phase 2:  that date which is no later than three hundred and sixty-five (365) days afterthe Commercial Operation Date.The duration of the Work Period defined in Appendix C, Section C(2), accounts for theperiod from the Outage Start Date to the Commercial Operation Date of the TransmissionFacility (i.e., Mainesburg Substation).
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SERVICE AGREEMENT NO. 2232APPENDIX C – INTERCONNECTION AND CONSTRUCTION PROVISIONSA. Interconnection DescriptionThe Mainesburg 345/115 kV project is a new 345 to 115 kV substation in the northeast region ofthe Penelec service territory. The Project is a mandatory PJM Interconnection, L.L.C. (“PJM”)baseline Regional Transmission Expansion Plan (“RTEP”) upgrade that was presented at theSeptember 7, 2011 PJM Transmission Expansion Advisory Committee (“TEAC”) meeting andwas assigned baseline RTEP upgrade ID b1608. Baseline upgrade ID b1608 includes theconstruction of Mainesburg 345/115 kV substation connecting to the Homer City – WatercureRoad 345 kV and Everts Drive – Mansfield 115 kV line. PJM also identified the need to installtwo (2) 345 kV capacitors at Mainesburg substation at the November 3, 2011 TEAC meeting andassigned baseline RTEP upgrade ID b1802. The Project loops the Homer City – Watercure Road345 kV line and the Everts Drive – Mansfield portion of the East Towanda – Farmers Valley 115kV line into Mainesburg substation which consists of a 345/115 kV transformer and ring bus onthe 115 kV and 345 kV. The project will connect to the NYISO system on the NYSEG HomerCity – Watercure Road 345 kV line approximately 151.8 miles from Homer City substation andapproximately 25.2 miles from NYSEG’s Watercure Road substation. The point of change ofownership and point of interconnection (as set forth in Figure 1 of Appendix A) is where theNYSEG owned transmission line attaches to the TrAILCo owned Mainesburg substation dead-end structure. The project will connect to the Penelec system on the Penelec Everts Drive –Mansfield 115 kV line approximately 8.5 miles from Everts Drive substation and 5.6 miles fromMansfield substation.B. Interconnection ProvisionsThe following are additional interconnection provisions to which the Parties agree to be bound:1. By June 1, 2016, TrAILCo shall install, at TrAILCo’s cost and expense, thefollowing NYISO-approved metering transformers:  revenue quality PTs (.3%accuracy) to replace the current CCVTs.  Said NYISO-approved meteringtransformers shall be owned by TrAILCo;2. TrAILCo, at its cost and expense, shall install a GE D20MX RTU (“FE RTU”) atthe Mainesburg Substation.  TrAILCo shall utilize the FE RTU to send meteringdata (volts, amps, watts, vars and revenue MWh) and breaker status directly to theNYSEG Energy Control Center. The data provided to NYSEG via the FE RTUwill be in a DNP3 protocol stream, through a 4wire audio tone, Bell 202T leasedline equivalent connection to JMUX equipment. The communication median willbe a leased T1 phone circuit from Mainesburg Substation to the NYSEG EnergyControl Center.  The RTU shall be owned and operated by TrAILCo at its costand expense;It is anticipated that the leased T1 phone circuit may not be available at theCommercial Operation Date.  Therefore, at the time of the Commercial Operation90



SERVICE AGREEMENT NO. 2232Date, the data provided to NYSEG via the FE RTU, as described in the paragraphabove, will be through a temporary solution consisting of a combination ofcellular modem and 4 Wire/Telco technologies, the specifics of which are to beagreed upon by NYSEG and TrAILCo;3. Prior to Commercial Operation Date of the Mainesburg Substation, TrAILCoshall, at its own cost and expense, establish dial-up access to all 345 kV revenuemetering at Mainesburg Substation for data collection via NYSEG’s MV-90 datacollection system;4. NYISO shall, at TrAILCo’s cost and expense, provide to TrAILCo a RFL 9800series shelf, 98 TMX cards and telemetry circuits (“NYISO TelemetryEquipment”). The NYISO Telemetry Equipment shall be installed by TrAILCo inexisting racks at the Mainesburg Subtation.  TrAILCo shall utilize the NYISOTelemetry Equipment to provide the NYISO data in accordance with NYISOrequirements. The NYISO Telemetry Equipment will receive values from metersat the Mainesburg Substation and create an analog signal. The NYISO TelemetryEquipment shall be operated and maintained at TrAILCo’s cost and expense.C. Construction ProvisionsThe following are additional construction provisions to which the Parties agree to be bound:1. TrAILCo and NYSEG each have obligations under this Agreement to constructand/or install System Upgrade Facilities.  The Scope of Work for TrAILCo’sconstruction and installation of System Upgrade Facilities is set forth in sections2(a), 2(b)(1), 2(b)(2), 2(b)(3), 2(b)(4) and Phase 2 of 2(b)(6) of Appendix A.  TheScope of Work for NYSEG’s construction and installation of System UpgradeFacilities is set forth in section 2(b)(5) and Phase 1 of section 2(b)(6) ofAppendix A.  NYSEG has delegated to TrAILCo the obligation to undertake andcomplete, at TrAILCo’s cost and expense, the NYSEG Scope of Work describedin section 2(b)(5) of Appendix A. For clarity, the Scope of Work described inPhase 1 of section 2(b)(6) of Appendix A shall be performed at TrAILCo’s costand expense.2. TrAILCo shall use best efforts to complete the scope of work described in section2(b)(5) of Appendix A (the “TrAILCo Scope of Work”) during the period (the“Work Period”) between the commencement of the scheduled outage ofWatercure Line and the Commercial Operation Date of the Transmission Facility,which Work Period shall be forty (40) days in duration.  TrAILCo acknowledgesthat TIME IS OF THE ESSENCE to complete the TrAILCo Scope of Workduring the Work Period.  It is acknowledged that TrAILCo’s inability to completeall of the work set forth in the TrAILCo Scope of Work within the Work Periodmay cause NYSEG to incur economic damages and losses.  If the work requiredby the TrAILCo Scope of Work is not completed by the expiration of the WorkPeriod and NYSEG has suffered economic damages or losses as a result, then91



SERVICE AGREEMENT NO. 2232NYSEG shall provide a written notice and an invoice to TrAILCo that providesreasonable detail as to the cause and extent of the damages and or losses and theamount due from TrAILCo to NYSEG.  Subject to TrAILCo’s rights under thisSection 2, TrAILCo shall pay the amount due within five (5) days of the date ofthe invoice.  TrAILCo’s obligation to pay the amount invoiced pursuant to thisprovision shall be absolute and unconditional and without counterclaim or set-offexcept in the event the TrAILCo Scope of Work is not complete by the expirationof the Work Period because of an act or omission of NYSEG, an act or omissionof a third-party not under contract with or control of TrAILCo or any affiliate ofTrAILCo for purposes of the TrAILCo Scope of Work, an act or omission of thePJM Interconnection, L.L.C. (“PJM”) and/or the New York Independent SystemOperator, Inc. (“NYISO”), or an event beyond the reasonable control of TrAILCo(e.g., force majeure).3. NYSEG, at TrAILCo’s expense, shall provide commercially reasonablecooperation and communication to TrAILCo and shall provide all reasonablyrequested documents, information, consents, and access to facilities and propertyto permit TrAILCo to undertake and complete the TrAILCo Scope of Workduring the Work Period.4. NYSEG’s agreement to permit TrAILCo to undertake the TrAILCo Scope ofWork is conditioned upon TrAILCo delivering to NYSEG, before the initiation ofthe Work Period, of a surety bond (the “Surety Bond”) in the amount of FIVEMILLION DOLLARS ($5,000,000) in favor of NYSEG issued by a providerreasonably acceptable to TrAILCo and NYSEG (the “SB Provider”) and in formand substance reasonably acceptable to NYSEG, pursuant to which SB Providerguarantees the performance and financial obligations of TrAILCo pursuant toSections 2(b)(5) and 2(b)(6) of Appendix A and the performance and financialobligations of TrAILCo pursuant to sections C(2), C(10) and C(11) of thisAppendix C.5. The Parties acknowledge and understand that the compliance dates and timeperiods set forth in Sections B(1), B(2) and B(3) of this Appendix C are subject tomodifications due to:  (a) outage scheduling procedures and restrictions; (b) actsor directives of PJM and/or NYISO; and (c) the finalization of applicable designand engineering specifications for equipment and facilities to be provided orinstalled pursuant to this Agreement.6. TrAILCo shall undertake the TrAILCo Scope of Work at its cost and expense,and consistent with this Agreement and Good Utility Practice.  The ownership ofequipment and facilities installed by TrAILCo in connection with the Scope ofWork shall be set forth in this Agreement.7. NYSEG may monitor and inspect TrAILCo’s performance of the TrAILCo Scopeof Work.  TrAILCo shall maintain adequate communication and coordinationbetween TrAILCo and NYSEG during the Work Period, and TrAILCo shall92



SERVICE AGREEMENT NO. 2232notify NYSEG of the commencement of the TrAILCo Scope of Work and thecompletion of the TrAILCo Scope of Work.  For purposes of the performance ofthe TrAILCo Scope of Work, each Party hereby designates the following point ofcontact for purposes of communication during the Work Period:For TrAILCo: Michael W. Hughesc/o FirstEnergy Service Company2800 Pottsville PikeReading, PA  19612Office:  610-921-6587Cell:  484-269-4903Email:  mhughes@firstenergycorp.comFor NYSEG: Raymond P. KinneyTimothy J. LynchDirector – Transmission, EnergyServicesNew York State Electric & GasCorporation18 Link DriveP.O. Box 5224Binghamton, NY  13902-5224Office:  607585-762484-43216352Cell:  607-725-7166Email:  rpkinneyTJLynch@nyseg.com8. The energization of the Mainesburg Substation shall occur in accordance with thetesting and commissioning plan to be provided by TrAILCo to NYSEG, whichtesting and commissioning plan shall be subject to NYSEG’s reasonablesatisfaction.  The Commercial Operation Date of the Mainesburg Substation shalloccur only after this Agreement is deemed effective by FERC.  TrAILCo shallprocure and maintain insurance coverage, for itself and its subcontractors, inaccordance with the requirements set forth in Article 18 of this Agreement hereto,and incorporated herein by this reference.9. Any Party shall report to the other Party verbally and in writing as soon aspractical all accidents or occurrences resulting in injuries to any person, includingdeath, and any property damage arising out of this Agreement.10. TrAILCo will indemnify, defend at its expense and hold harmless NYSEG and itsAffiliates, and each of their directors, officers, employees, and agents (the“Indemnitee”) from and against any and all liabilities, claims, demands, suits,losses, costs, fees, damages or expenses (together, “Losses”) it may suffer, or forwhich it may be held liable including, without limitation, reasonable expenses andattorneys fees incurred in the connection therewith, by reason of:  (a) anywork-related accident or injury affecting an employee, agent or subcontractor ofTrAILCo, arising in connection with work performed under the TrAILCo Scope93



SERVICE AGREEMENT NO. 2232of Work; (b) any claim by an agency or instrumentality of the federal, state or anylocal government, or by an employee, agent or subcontractor of TrAILCo allegingthat the Indemnitee is liable to any party, for any reason, due to TrAILCo’snegligent performance of the work required by the TrAILCo Scope of Work oromissions by an employee, agent or subcontractor of TrAILCo; (c) bodily injury,including death, to any person or persons due to the actions or omissions ofTrAILCo or its agents or subcontractors; (d) damage to or destruction of anyproperty, including loss of use thereof, due to the actions or omissions ofTrAILCo, or its agents or subcontractors; provided, however,  TrAILCo shall notbe required to indemnify, hold harmless and defend the Indemnitee to the extentLosses related to matters described in sections (a), (b), (c) and (d) above arisefrom the Indemnitee’s negligence or willful misconduct.  Individual employees,agents and subcontractors of TrAILCo who are performing work pursuant to theTrAILCo Scope of Work shall be considered to be employees, agents orsubcontractors of TrAILCo for all purposes under this Agreement,notwithstanding any judicial or administrative determination that such employees,agents or subcontractors of the other party should be regarded as employees underapplicable law.  All actions of the employees, agents and subcontractors ofTrAILCo under this Agreement shall be deemed to be actions of TrAILCo underthis Agreement.  This provision shall continue and survive any expiration ortermination of this Agreement and completion of the TrAILCo Scope of Work.11. Return of NYSEG Facilities to Status Quo Ante.  It is the express intention of theParties that in the absence of the Mainesburg Substation, the Watercure Line andappurtenant facilities should be restored to their prior electrical configuration.Therefore, if the Mainesburg Substation is not in commercial operation by theexpiration of the Work Period, or if after the attempted commercial operation ofthe Mainesburg Substation it becomes evident in the reasonable determination ofNYSEG, upon consultation with the NYISO, TrAILCo and PJM, that theMainesburg Substation will not be successfully placed in commercial operation,then TrAILCo shall take the steps necessary to return, as soon as practicable, allNYSEG facilities to the electrical configuration and status of such facilities priorto the commencement of the TrAILCo Scope of Work by TrAILCo pursuant tothis Agreement; provided, however, that if the Mainesburg Substation can becommissioned and placed in commercial operation within a reasonably shortperiod of time following the expiration of the Work Period, then the Parties shallwork together to accomplish such commercial operation and TrAILCo shall haveno restoration obligations, but TrAILCo shall continue to have the paymentobligations pursuant to Section C(2) above, subject to the provisions of SectionC(2) above. Such work to restore the NYSEG facilities shall be done at the costand expense of TrAILCo and with NYSEG’s cooperation and coordination (andwith the coordination with PJM and NYISO), and shall be completed as soon as ispracticable.
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SERVICE AGREEMENT NO. 2232APPENDIX D – SECURITY ARRANGEMENTS DETAILSInfrastructure security of New York State Transmission System and PJM TransmissionSystem equipment and operations and control hardware and software is essential to ensureday‐to‐day New York State Transmission System and PJM Transmission System reliability andoperational security.  The Commission will expect PJM, the NYISO, all Transmission Owners(including NYSEG and TrAILCo), and all other Market Participants to comply with therecommendations offered by the President’s Critical Infrastructure Protection Board and,eventually, best practice recommendations from the electric reliability authority.  All publicutilities will be expected to meet basic standards for system infrastructure and operationalsecurity, including physical, operational, and cyber‐security practices.
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SERVICE AGREEMENT NO. 2232APPENDIX E – ADDRESSES FOR DELIVERY OF NOTICES AND BILLINGSNotices:
TrAILCo:FirstEnergy Service CompanyAttn:  Manager:  FERC & Wholesale Connection Support76 South Main St.Akron, OH  44308Email:  mthorn@firstenergycorp.com
NYSEG:New York State Electric & Gas CorporationAttn: Transmission Services – Manager Programs/ProjectsPO Box 5224Binghamton, New York 13902-5224Phone: (607585) 762484-80736306Fax:  (607) 762-8666
NYISO:Before commercial operation of the Transmission Facility:New York Independent System Operator, Inc.Attn:  Vice President, System and Resource Planning10 Krey BoulevardRensselaer, NY 12144Phone:  (518) 356-6000Fax:  (518) 356-6118After commercial operation of the Transmission Facility:New York Independent System Operator, Inc.Attn:  Vice President, Operations10 Krey BoulevardRensselaer, NY 12144Phone:  (518) 356-6000Fax:  (518) 356-6118 96
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Billings and Payments:

TrAILCo:FirstEnergy Service CompanyAttn:  Manager:  FERC & Wholesale Connection Support76 South Main St.Akron, OH  44308Email:  mthorn@firstenergycorp.comNYSEG:New York State Electric & Gas CorporationAttn:  Energy Services – Manager, Billing & Risk ManagementPO Box 5224Binghamton, New York  13902-5224
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SERVICE AGREEMENT NO. 2232ALTERNATIVE FORMS OF DELIVERY OF NOTICES (TELEPHONE, FACSIMILEOR EMAIL):
TrAILCo:FirstEnergy Service CompanyAttn:  Manager:  FERC & Wholesale Connection Support76 South Main St.Akron, OH  44308Email:  mthorn@firstenergycorp.comPhone:  (330) 384-3889
FirstEnergy Service CompanyAttn:  Attorney for FERC & Wholesale Connection SupportFERC & Wholesale Connection Support76 South Main St.Akron, OH  44308Email:  pnrao@firstenergycorp.comPhone:  (330) 384-2422
NYSEG:New York State Electric & Gas CorporationAttn: Transmission Services – Manager Programs/ProjectsPO Box 5224Binghamton, New York  13902-5224Phone: (607585) 762484-80736306Fax:  (607) 762-8666NYISO:Before commercial operation of the Transmission Facility:New York Independent System Operator, Inc.Attn:  Vice President, System and Resource Planning10 Krey BoulevardRensselaer, NY 12144Phone:  (518) 356-6000Fax:  (518) 356-6118
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SERVICE AGREEMENT NO. 2232After commercial operation of the Transmission Facility:New York Independent System Operator, Inc.Attn:  Vice President, Operations10 Krey BoulevardRensselaer, NY 12144Phone:  (518) 356-6000Fax:  (518) 356-6118
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