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Motion to approve as part of the Financial Assurance Requirements the following methodologies
to allocate any remaining loss or fund any working capital collection.

WHEREAS, the Financial Assurance Requirements address the credit exposure and set credit
requirements for customers based on that customer’ sindividual credit risk.

WHEREAS. There is aneed to develop a methodology to allocate any remaining losses to all
other customers and fund any working capital collection in a manner that does not favor bilateral
transactions over LBMP transactions.

WHEREAS, members of the Scheduling and Pricing Working Group and NY SO Staff have
acknowledged that a dollar volume approach to allocating remaining losses and working capital
collection provides an incentive that may cause market participants to alter their behavior in the
LBMP market to solely avoid credit risk while lessening market efficiency;

NOW, THEREFORE, IT ISMOVED that the modified energy weighted approach as described
below be approved and the Business I ssues Committee recommend the proposal to the
Management Committee for its approval with the further recommendation that the Management
Committee also request the Board to concur and direct the NY I SO staff to file any necessary
tariff amendments with FERC.



Working Capital and Credit L oss Allocations

After discussion at the 2/6/02 Scheduling and Pricing Working Group meeting, including
discussion of a straw proposal from the NY1SO, the following allocation methodologies are
proposed for approval at BIC:

Working Capita

Since working capital is a customer deposit used as a cash flow management tool by the NY SO,
working capital assessments would be allocated on prospective calls made by the NY1SO to
augment the level of the working capital fund according to the formulasused for recovering

NY SO fixed budget costs as allocated under Rate Schedule 1 (i.e. 85/15%).

Remaining Credit Loss Allocation

The remaining credit loss allocation would be allocated in total to loads and generators based on
afixed allocation of 50% to total energy withdrawals and 50% to total energy injections.
Individual customers would be allocated their portion of these costs based on the following
allocation methodologies:

Energy Withdrawal Allocation

50% of the remaining credit loss would be allocated to total energy withdrawals based on the
following formula:

% paid by customer = CAW/NY AW
Where:

CAW = Price adjusted Withdrawals = The sum of the Customers Actual Energy Withdrawals for
all Transactions to supply Load n the NY CA and hourly energy schedules for all Wheel Through
and Exports in MWHSs times the average DAM zonal LBMP of the applicable withdrawal
zone(s) or proxy bus(es) during the month of loss.

NYAW = Price adjusted statewide Actual Withdrawals = The total of the NY1SOs Actual

Energy Withdrawals and hourly Energy schedules for all Wheel Throughs and Exportsin MWHSs
times the average DAM zona LBMP of the applicable withdrawal zone(s) or proxy bus(es)
during the month of loss.

Energy Injection Allocation

50% of the remaining credit loss would be allocated to total energy injections based on the
following formula:



% paid by customer = CI/NY|
Where:

Cl = The sum of the Customers Actual Energy Injections for all Transactions to supply load n
the NY CA and hourly energy schedulesfor al Importsin MWHSs during the month of loss.

NYI = Thetotal of the NY1SOs Actual Energy Injections for al Transactionsto supply load n
the NY CA and hourly energy schedulesfor al Importsin MWHSs during the month of loss.



