16.3.4 Bilateral Transaction Adjustments, Curtailments and Settlements

The DNI between the NYCA and adjoining Control Areas will be adjusted as necessary
to reflect the effects of any Curtailments of Import or Export Transactions.

To the extent possible, Curtailments of External Transactions at the Proxy Generator Bus
associated with the Cross-Sound Scheduled Line, the Neptune Scheduled Line, the Linden VFT
Scheduled Line, and the HTP Scheduled Line shall be based on the transmission priority of the
associated Advance Reservation for use of the Cross-Sound Scheduled Line, the Neptune
Scheduled Line, the Linden VFT Scheduled Line, and the HTP Scheduled Line (as appropriate).

If a Transmission Customer's Firm Point-to-Point Transmission Service or Network
Integration Transmission Service is supporting an Internal Bilateral Transaction, or an Import
Bilateral Transaction, the ISO shall not reduce the Transmission Service. If a Transmission
Customer's Firm Point-to-Point Transmission Service or Network Integration Transmission
Service is supporting an Export Bilateral Transaction or a Wheel Through, the ISO shall reduce
Transmission Service to the extent the amount of Energy scheduled to be exported or wheeled is

reduced.

16.3.4.1 Import Bilateral Transactions

If the amount of Energy scheduled to be imported in an Import Bilateral Transaction in
the Day-Ahead Market is less than the amount of Transmission Service requested and scheduled
Day-Ahead in association with that Import Bilateral Transaction, the Transmission Customer
shall pay the Energy Imbalance Service Charge pursuant to Rate Schedule 4 of this OATT. The
Transmission Customer shall continue to pay the Day-Ahead TUC for the amount of

Transmission Service scheduled.



If the Import Bilateral Transaction was scheduled following the Day-Ahead Market, or
the schedule for the Import Bilateral Transaction was revised following the Day-Ahead Market,
and the amount of Energy scheduled to be imported in real-time (modified for within-hour
changes in DNI, if any) is less than the amount of Transmission Service requested in real-time in
association with that Transaction, then the Transmission Customer shall pay an Energy
Imbalance Service Charge pursuant to Rate Schedule 4 of this OATT. If the Import Bilateral
Transaction was scheduled following the Day-Ahead Market, or the schedule for the Import
Bilateral Transaction was revised following the Day-Ahead Market, the Transmission Customer
shall pay or be paid the Real-Time TUC for the amount of Transmission Service requested in
real-time in association with that Transaction minus the amount of Transmission Service

requested Day-Ahead in association with that Transaction.

16.3.4.2 Export Bilateral Transactions, Internal Bilateral Transactions and Wheel
Through Transactions

If the internal Generator designated to supply the Export Bilateral Transaction or internal
Bilateral Transaction has been scheduled Day-Ahead to produce Energy in an amount that is less
than the amount of Transmission Service scheduled Day-Ahead in association with that internal
or Export Bilateral Transaction, the internal Generator shall pay an Energy Imbalance Service
Charge pursuant to Rate Schedule 4 of this OATT.

If the internal Generator designated to supply the Export Bilateral Transaction or internal
Bilateral Transaction has been dispatched in real-time to produce Energy in an amount that is
less than the amount of Transmission Service scheduled in real-time in association with that
internal or Export Bilateral Transaction, the internal Generator shall pay an Energy Imbalance

Service Charge pursuant to Rate Schedule 4 of this OATT.



If the Export Bilateral Transaction or internal Bilateral Transaction was scheduled
following the Day-Ahead Market, or the schedule for the Export Bilateral Transaction or internal
Transaction was revised following the Day-Ahead Market, the Transmission Customer shall pay
or be paid the Real-Time TUC for the amount of Transmission Service scheduled in real time in
association with that Transaction minus the amount of Transmission Service scheduled Day-
Ahead in association with that Transaction.

If a Wheel-Through Transaction was scheduled following the Day-Ahead Market, or the
schedule for the Wheel-Through transaction was revised following the Day-Ahead Market, the
Transmission Customer shall pay or be paid the Real-Time TUC for the amount of Transmission
Service scheduled in real time in association with that Transaction minus the amount of

Transmission Service scheduled Day-Ahead in association with that Transaction.

16.3.4.2.1 Generators

Notwithstanding the foregoing, the amount of Transmission Service scheduled in real-
time for internal Bilateral Transactions supplied by one of the following Generators shall
retroactively be set equal to that Generator's actual output in each RTD interval:

16.3.4.2.1.1 Generators providing Energy under contracts executed and effective on or

before November 18, 1999 (including PURPA contracts) in which the power
purchaser does not control the operation of the supply source but would be
responsible for penalties for being off-schedule;

16.3.4.2.1.2 Existing topping turbine Generators and extraction turbine Generators

producing electric Energy resulting from the supply of steam to the district steam

system located in New York City (LBMP Zone J) in operation on or before

November 18, 1999 and/or teppingoerextractionturbine-Generators utilized in



replacing or repowering existing steam supplies from such units (in accordance
with good engineering and economic design) that cannot follow schedules, up to a
maximum total of 523-533 MW of such units; and

16.3.4.2.3 Intermittent Power Resources that depend on landfill gas or solar for their
fuel, existing Intermittent Power Resources that depend on wind as their fuel,
other than those for which the NYISO has imposed a Wind Output Limit, and
Limited Control Run of River Hydro Resources in operation on or before
November 18, 1999 within the NYCA, plus up to an additional 3300 MW of such
Generators.

This procedure shall not apply for those hours the Generator supplying that Transaction

has bid in a manner that indicates it is available to provide Regulation Service or Operating

Reserves.



