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TO THE COMMISS ON:
CASE SUMMARY

On January 31, 1997, the "Member Systems™ of the New Y ork Power Podl filed a conditiond
proposa with the Commisson to establish an Indegpendent System Operator (*1S0'") and rdlated
entitiesin New York State. On December 19, 1997, the Member Systems submitted a supplementa
filing following extendve discussons with the New Y ork Public Sarvice Commisson and the market

1 The"Member Systems' of the New Y ork Power Pool originaly comprised of 7 public utilities and
one non-utility. Theorigina seven public utilities are as follows. Central Hudson Gas & Electric
Corporation ("Centrd Hudson"), Consolidated Edison of New Y ork, Inc. ("ConEd"), Long Idand
Lighting Company ("LILCQO") (which has subsequently sold its transmission facilities to the Long Idand
Power Authority ("LIPA"), which is not a public utility), Niagra Mohawk Power Corporation ("Niagra
Mohawk™), New Y ork State Gas and Electric Company ("NY SEG"), Orange and Rockland Utilities
("O&R") (which has subsequently merged with ConEd), and Rochester Gas and Electric Corporation
("Rochester G & E"). Thefind origind Member System, the New Y ork Power Authority ("NYPA™),
isnot apublic utility.
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participants.

On January 27, 1999, the Commission issued an order acoepting certain tariff and market rules,
goproving certain rates, and ordering gpedific issuesto ahearing judge. The
Issues set before the hearing judge concerned the justness and reasonableness of: 1.) the divisor used to
develop the hourly charge for the New Y ork 1S0 Tariff; 2.) the formulas used to compute the service
transmisson charge; 3.) the methodology used to compute marging losses and the informeation mede
avallable to cusomersto dlow informed decison making; and 4.) the criteria used to accredit
generdtion as medting the indaled capacity requirement. On July 29, 1999, the Commisson issued a
supplementd order gpproving the 1SO Open Access Tranamisson Taiff ("OATT"), goproving the ISO
Savices Taiff, goproving each of the 1SO Agreements submitted by the Member Sysems, and
granting and denying certain rehearing requests of its January 27, 1999 Order.

A procedurd schedule was adopted on February 18, 1999, amended severd times, and later
completdy sugpended on November 30, 1999, in order to promote settlement. Sattlement discussons
between the partiesled to the filing of the Joint Offer of Settlement of the Member Sysems of the New
Y ork Power Pool and the Interested Parties (" Joint Offer”), filed on November 17, 1999. Initid
Comments on the Joint Offer were filed on December 7, 1999 by Commission Staff, Municipal Electric
Utilities Association of New York State, and by 15 Rochdae Cooperative Group, Ltd. together with
Coordinated Housing Sarvices, Inc. Reply comments were received on December 17, 1999 from
Member Sysems and Staff. On December 20, 1999, Municipal Electric Utilities Assodation of New
Yok State filed an amendment to therr initid comments that removed their condiitiond protest. The
Joint Offer condtitutes a settlement of dl issues set by the Commission exoept for the margind losses
issue. A procedurd schedule was adopted on that remaining issue on December 6, 1999, but was
suspended without date on December 15, 1999. A conference regarding the margind lossissueis st
for January 6, 2000.

THE PROPOSED PARTIAL SETTLEMENT

The parties date that the Settlement isto be considered a comprehensive whole and each
party’'s support of the Settlement is conditioned on the Commisson's gpprovd of dl the terms as egreed
to by the Interested Parties. The parties further Sate that the Settlement should be consdered a
resolution of the issues st for hearing by the Commission, and is a negotiated consensus of termsto
promote a Sdttlement Agreement.

Termsand Conditions
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1 The 130 will make an informationd filing describing the operation of the Trangmisson Savice
Charge ("TSC") formulaas s#t forth in Attachment H of the ISO OATT dfter it has been operationd
for 15 months  Thefiling shal not condiitute a Section 205 filing under the Federd Power Act. The
ISO will request that the Commission issue apublic natice of thefiling. All participants will have the
opportunity to request the Commission to establish a sgparate proceading under Section 206 of the
Federd Power Act based on theinformationd filing.

Theinformationd filing will indude dl input data.and workpgpers showing the derivation of
transmisson charges under the TSC formula for the firgt twelve months of operation. For each of the
three months fallowing the tweve month period, the mogt recent actud monthly detawill be mede
avalabdeto the New York Public Service Commisson ("PSC"). To the extent necessary, the
Trangmission Owners and the PSC will enter into protective agreements to govern the submisson of
confidentia data

2. In order to sttle theissue of accreditation of generators, the Member Sysems have committed
to file and support a proposd with the SO that will require the SO to review the accreditetion criteria
for ingaled capacity suppliers and to meke afiling with the Commisson by January 7, 2000. If the
IO isunable to meke thefiling & thet timeit will inform the Commisson and dl parties of the reason
for such dday and the expected time-frame for filing, which time-frame shdl not excesd March 31,
2000. ThelSO's process of reviewing accreditation criteriawill be open so thet dl interested parties
can be heard on the issue of developing an accreditation Sandard or methodology. It istheintent of the
parties that the accreditation process not ddlay the conduct of the Ingtdled Capacity Auction to be held
in the Soring of 2000.

If adecigon on the issue of accreditation is gpproved by the ISO Board and the 1ISO
Management Committeg, the 1SO will make a Section 205 filing requedting that the filing be mede
effective in time to accredit generators for the Summer 2000 Capahility Period. I the proposed
resolution is not gpproved by the 1SO Board and the | SO Management Commiittee, the SO will il
meke an informetiond filing providing that any change in the existing sandard will be progpective from
the date of the Commisson'sfind order.

The Member Sysems have revised the current tariff language to ddete the specific references
to accreditation of generators by dass.

3. In order to darify the TSC formula, the Member Systems have revisad the Attachment H tariff
sheets to gpecify, asto each component of the TSC formula, how often the components are adjusted
and which entity will be repongble for parforming the cdculaion.
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a On Attachment H-1 to the ISO OATT, the Member Sysems separatdy list each
pre-OATT grandfathered agreement shown on Attachment L where the revenues

asodaed with eech agreement are induded as arevenue credit to the revenue requirement ("RR™)
component of the respective company's TSC rate.

b. All cusomers under grandfethered OATT sarvice agreaments that currently pay an
individua company OATT Schedule 1 charge continue to pay the charge. The Member Systems
daify in Attachment H thet the revenues received by grandfathered OATT cudomersfor OATT
Schedule 1 charges will be tregted as revenue credits in the Wheding Revenues ("WR'") component as
part of the wheding revenue assodated with OATT resarvations extending beyond the gart-up of the
1SO.

C. The Member Systems revised Attachment H to darify how the WR component will be
cdculaed. The WR component equias the sum of: (1) TSC revenues recaived from new externd
transactions (Wheds Through and Export Transactions); (2) tranamisson revenues recaived from
grandfathered OATT agreements and actud revenues under Schedule 1 to the grandfathered OATT
agreaments, and (3) any revenues rdated to preOATT grandfathered arangementsiif the Tranamisson
Owner increasad its OATT revenue requirement component to reflect the fact thet revenuesrdated to
such transactions are d risk due to options available to the customers resullting from the current
resructuring.

4. The Member Systems and the Interested Parties agree that the Commisson's January 27 and
July 29 Orders goproved the establishing of Billing Units ("Bus') based on aMWh besis

5. The Sattlement Agreement sets forth the fallowing TSCsfor each individud company.? Table 1
of Attachment H, atached to the Joint Settlement, references the nomina rates which represent the unit
rate prior to crediting. However, the actud charge will be determined pursuant to the gpplicable TSC
formula, induding dl credits which are now spedified in detall in the TSC formula

a Central Hudson

Centrd Hudson will recover $1,309,980 as the Control Center Cogt ("CCC") component of its
TSC. Centra Hudson's TSC will beincreased to reflect the New Y ork State gross receipt tax
("GRT™), which is nat pedificaly provided for in the tranamisson rate, to the extant it isimposed on the
company. Centrd Hudson agrees to make a Section 205 filing to implement any change to the
specified tax rate. Centrd Hudson's BU shdl be 4,723,659 Mwh.

b. Con Edison

2 And merdly summarized here.
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The revenue reguirement for Con Edison will be $385.9 million. The CCC terminthe TSC
formulawill be $21 million. The Billing Unitsterm in the TSC formulawill be a alevd of 49,984,628
MWh.

C. NYSEG

NY SEG will caculate its TSC in accordance with Attachment H of the ISO OATT, withan
effective date of thefirg day of 1SO operations  The Sattlement Agreement pecifies the procedure
pursuant to which NY SEG's TSC will be collected subject to refund based on the Commission's
Decisoninthe NY SEG'srate case, Docket No. ER97-2353-000 ("NY SEG Order™).

NY SEG's revenue reguirement as reflected in Attachment H of the ISO OATT is
$111,718,757, subject to refund and subject to the outcome of the NY SEG Order.

Inits Compliance Fling, NY SEG will reverse dl intermediate wheding revenue credits and dll
NY PP T-Fund revenue credits that the Commisson finds were gopropriaidy induded or should have
been induded in Statement AU filed in Docket No. ER97-2353-000, except for the credits associated
with the Marcy South Agreament ($4,226,003), the Centrdl Hudson Vinegar Hill Agreement
($12,316) and Allegheny Hydro ($4,699).

Inits Compliance FHling, NY SEG will reduce the Commisson-gpproved revenue requirements
by the revenues assodiated with the Gilboa Transmission Agreement ($432,000) and the Mohansc
Trangmisson Agreement ($659,443) and pursuant to the NY SEG Order. The Settlement RR dso
reflects areduction associated with the NY PP Assessment Charge of $1,973,956 for the 1997 test
yedr.

NYSEG's CCC shdl be $1,633,000. ItsBU will be 13,741,901 (MWh).
d. O&R

The Member Systlems and the Interested Parties agree that O& R's revenue requirement will be
$32,820,759. Therewill be no changesto O& R's CCC of $1,288,426 as <t forth in the Member
Sysems April 30, 1999 compliancefiling. O&R's BU will be 4,915,358 MWh.

e RG&&E
The RR component in the TSC for RG& E is$25,795,509. RG& E's CCC Componernt is

$583577. TheBU for RG&E isst & 6,967,556 MWh. RG& E will dso collect the goplicable GRT
as Yoedified in Section 5.0 of Attachment H.
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f. NiagraMohawk

NiagraMohawk has apending settlement initsindividua OATT procesding (Docket No.
OA9%6-194-000). Partiesthat are not subject to that sattlement will be subject to the "filed” TSC rate
Set out in subpart (A) of the Sattlement. Parties subject to thet settlement will be subject to the "settled”
TSC rate st out in subpart (B) of the Sattlement.

In order to detlermineits “filed" RR for purposes of the TSC formula, the Member Sysems and
the Interested Parties agree that Niagra Mohawk will adjust its OATT revenue requirement from
$244,059,243 to $187,551,978. Thefiled TSC rate shdl be subject to review and modification by the
Commisson conggent with the Commisson's review and modification and any refunds of the filed rates
in Docket No. OA96-194-000 as well asdl tipulaions and agreements with the filed ratesin Docket
No.

OA96-194-000.

The Member Sysems and the Interested Parties agree that Niagra Mohawk's WR component
aso will indude as arevenue credit the actud revenues recaived by NiagraMohawk associated with
the Oswego 6 plant under FERC Rate Schedule No. 176, or its successor. The Member Systems and
the Interested Parties agree that Niagra Mohawk's CCC will be $4,539,625. The Member Systems
and the Interested Parties agree that Niagra Mohawk's BU will be 34,448,060 MWh, which indludes
0436 losses.

In order to determineits "sitled” RR for purposes of the TSC formula, the Member Systems
and the Interested Parties agree that Niagra Mohawk will adjust its settled OATT revenue requirement
from $201,100,320 to $153,619,348. Again, the Member Systems and the Interested Parties agree
that NiagraMohawk's CCC will be $4,539,625, and that Niagra Mohawk's BU will be 34,448,060
MWh, which indudes .0436 losses.

INITIAL COMMENTSON THE SETTLEMENT AGREEMENT

Initid Comments on the Joint Offer were filed on December 7, 1999 by Commission Staff
(Commission Trid Saf's Initid Comments Supporting the Joint Offer of Settlement (*Staff's Initid
Comments")), Municdipd Electric Utilities Assodation of New Y ork State (Comments and Condiitiond
Protes of the Municipa Electric Utilities Assodation of New York State ("MEUA's Initid
Comments')), and by 14 Rochdale Cooperative Group, Ltd. and Coordinated Housng Services, Inc.
(Comments of 1¢t Rochdde Cooperative Group, Ltd. and Coordinated Housing Services, Inc. onthe
Joint Offer of Settlement ("1t Rochdde and Coordinated Housng's Initid Comments')).

Staff
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Saf findsthe Joint Offer to be afar and reasonable resolution of the mgority of theissues
aidnginthis procesding. Saff'sinitid Commentsa 8. Staff notes that the Joint Offer isthe product of
numerous negotiation sessons and will bring the partiesinvolved doser to cartainty on settled issues
and therefore bring about amore efficent market-based regime. |d. a 8-9. Staff then goesonto
comment on particular pointsto the Joint Offer.

Saff points out thet the Commisson accepted the Member Sysems proposd to adopt their
current revenue requirements from thar individud tariffs 1d. at 9. Staff commentsthat the revenue
requirements have ether dreedy been found by the Commisson to bein the public interegt, or will be
reviewed by the Commission in ssparate proceedings. |d. Saff's view isthat the revenue requirement
adjusments made by Member Sysems are reasonable and necessary to meat the condiitions of the new
pricdng regime. 1d. at 9-10.

Saf next comments on the Pre-OATT Grandfathered Agreaments thet are revenue credited to
theRR. Id. & 10. Saff datesthat Member Sysems are willing to list separatdy on Attachment H-1
eech Pre OATT Grandfathered Agreement shown on Attachment L where the revenues associated
with eech agreement are induded as arevenue credit to the RR component of the gpplicable company’s
TSCrate. 1d. Saf notesthat this diminates the confuson of where the particular agresments are
reflected in the TSC formula. Id.

The next section of the Joint Offer discussed by Staff isthe trestment the settlement gives
individud Member Systems Schedule 1 charges 1d. at 10-11. Staff explainsthat Schedule 1 charges
concern scheduling, system control, and load digpatch service. 1d. a 10. The Member Sysems have
agread to explan, in Attachment H to the 1ISO OATT, how the revenues recaived from the individud
Member Sysem's OATT Schedule 1 charges paid by grandfathered OATT customerswill be tregted
asrevenue areditsin the WR component as part of the wheding revenue associated with OATT
reservations extending beyond the sart-up of the 1SO. Id. & 11. Saff notesthet previous formulas
were unclear asto whether these revenues would be credited. |d. Staff condudes this section by
discussing the advantages of dimineting the confusion crested and by o doing, preventing
over-recovery. Id.

FHndly, Staff addresses the section of the Joint Offer concerning the sub- componentsin the
WR component. 1d. Staff notesthat "new” externd transactions are those ongoing externd
transactions that are not the result of a grandfathered agreement. 1d. S next comments on the
datement in the Joint Offer which reads " any revenues rdaed to preOATT grandfathered
agreaments” 1d. Staff comments that some Member Systems have expressad concerns regarding thair
future ability under the New Y ork 1SO pricing regime to recover revenues from certain contrects. Id.
a 11-12. Saf commentsfindly thet if these revenues are captured in the WR component, it will result
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in more accuraerates. Id. at 12.
MEUA

MEUA datsits comments on the Joint Offer by dating the four basc dementsto the
sdtlement agresment thet reflect the four issues st for hearing by the Commisson. MEUA's Initid
Commentsa 2. Usng thexeissues asaguide, MEUA dates that the parties with the hdp of FERC's
trid gaff, engaged in numerous sattlement discussons resuiting in the Joint Offer. 1d. MEUA daimsit
isan interested party and was an active participant in the settlement negatidions. I1d. a 3. MEUA
further gatesthat it has no oppasgition to the "literd terms and condiitions' of the Joint Offer asit was
submitted on November 17, 1999. 1d. However, MEUA damsits support of the Joint Offer depends
on the reading of severd key provisons Id.

Frs, MEUA requeststhat if the Commission chooses to gpprove the Joint Offer of Settlement,
it must acknowledge that MEUA hasthe right to pursue renearing and its Petition for Review. 1d.
MEUA points to specific language in the Joint Offer thet Sates that the Joint Offer does not prgjudice
the parties rightsto seek rehearing on issues not addressed in the settlement. 1d. Therefore, because
MEUA seeksrehegring on cartain

Isues, it comments that the Commission should gpprove the settlement while noting MEUA'srights to
pursue rehearing. 1d.

Second, MEUA comments thet the intent of the settling parties, in the form of the Joint Offer,
wasto darify that the right to chalenge the use of energy (MWh) as the divisor was not st for heering.
Id. & 4. Ingead, MEUA insgtsthat the parties bdieve the issue st for hearing was "assuming the use
of energy rather than demand asthe divisor, what is the proper numerica vaueto usefor the Billing
Unitsthat comprisethedivisor.” Id.

FHndly, MEUA notesthet the Joint Offer reflects the sttling parties view that the energy
(MWh) was esablished as the Billing Unitsin the January 27 and July 29 Orders. 1d. Because of this
rdiance, MEUA requests that any Commission gpprovd of the Joint Offer should indude an
acknowledgment that the January and July Orders established

energy asthe divisor, and that the issue of whether energy or demand isthe proper Billing Unit was not
st for hearing. Id.

Following the section of MEUA's reeding of certain key provisonsin MEUA's Initid
Comments, isasection entitled "Conditiond Protest.” 1d.  However, by amendment on December 20,
1999, MEUA amendsitsinitid commentsto diminate its conditiond protest and, therefore, the protest
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will not be addressed here,

Conduding, MEUA requests that the Presding Judge certify the Joint Offer to the Commisson
as an uncontested offer of settlement. Id. at 7.

14 Rochdale & Coordinated Housng

14 Rochdde and Coordinated Housing's Initid Comments begin by gaing thet 19 Rochdde
and Coordinated Housng do not oppose the settlement as expressed by the Joint Offer. 1¢ Rochdde
and Coordinated Housng's Initid Commentsa 1. 1¢ Rochdde and Coordinated Housing next point
out thet the Joint Offer providesrates for use asthe New Y ork 1SO commences operations. Id. at
1-2. They condder it gppropriate thet the Joint Offer does not establish any principles or precedents.
Id. a 2.

Next, 1¢ Rochdde and Coordinated Housng Sate thet they strongly support the requirement
thet after 15 months of the New Y ork 1SO'sinception, an informetiond filing isrequired. 1d. They
bdieve that thisis gppropriate because the filing will represent the necessary meansfor re-examination
of the ratesthet result from the settlement. 1d.  When thefiling does occur, 1¢ Rochdde and
Coordinated Housng will dosdy examine the TSC's Billing Units and whether they should continue to
exdude grandfathered contracts. 1d. Quating from the Joint Offer, 18 Rochdde and Coordinated
Housng discuss the cog alocation versus the revenue credit gpproach regarding individud companies
TSCrate. Id. & 2-3. They dam tha, under cartain drcumgtances, the Commission finds the cost
alocation gpproach preferable to the revenue credit gpproach. Id. a 2-3. They daethat if therates
of the grandfathered contracts are lower than the New Y ork 1SO's proposed rate, then arevenue
credit goproach would create ashortfal certain cusomers would have to aisorb. 1d. at 3.

Fndly, 1¢ Rochdde and Coordineted Housng reiterate that Sncethe New York ISOisjust
beginning, and the informetion regarding the billing determinant isnot available, 18 Rochdde and
Coordinated Housng do not oppose the settlement. 1d. They condude by gating the importance of
the 150 meking its required filing within the 15 months required by the joint offer. 1d.

REPLY COMMENTS
Reply comments were received on December 17 from Member Systems (Reply Commentsin
Support of the Joint Offer of Sattlement of the Member Sysems of the New Y ork Power Pool and the
Interested Parties ("Member Sysems Reply Comments')) and Staff (Commission Trid Saff's Reply
Comments Reeffirming Support for the Joint Offer of Sattlement ("Siaff's Reply Comments?)).

Member Sysems
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Member Sysems dat ther reply comments on the Joint Offer by discusang the Billing Unit
issue addressed by MEUA initsinitid comments Member Systems Reply Commentsat 4. Member
Sysems date that they agree with MEUA thet the scope of the Billing Unit issue does nat indude the
concept of whether energy or demand should be used asthe divisor. 1d. Member Sysems note thet
theissue sat for hearing, and resolved by the Joint Offer, ded's with the proper numericd vaueto be
used asthe divisor, only after assuming thet MWh, or energy, isthedivisor. Id. Claming thet the
Commission's previous orders gpproved energy-basad Billing Units Member Systems date thet the
Commission made an overd| goprovd of Locationd Based Margind Pricing ("LBMP"). Id. Fndly,
Member Systems condude thair section on Billing Units by nating that the Joint Offer, supported by dl
active parties, recognizes the Commission's support of the energy-based divisor, and reeches a
stlement of the issue concarning Billing Units. 1d.

The next issue addressed by Member Systemsin thar reply commentsistheindividua
Trangmisson Service Charge ("TSC") section of the Joint Offer. Id. & 4-5. Member Sysems Sate
thet they agree with the comments submitted by Steff thet the TSC isasditled formularate. 1d. a 4.
They dam that the company specific section of the Joint Offer settles the Sysem Control and Digpatch
Codts, but thet the Revenue Requirement and Billing Unit dements of the TSC caculation will depend
on the variable nature of the Wheding Revenue ("WR") component as reflected in the |SO taiff. 1d.
Member Sysems d 0 note that other agpects of the TSC formula are spedificaly defined in the ISO
taiff itsdf. 1d.

Findly, Member Sysems respond to 18t Rochddésinitid comments regarding the TSC's
revenue creditsto the WR. Id. a 4-5. Member Sysems gate thet the WR credit mechanism was
goedficaly detaled inthe 1ISO OATT Tariff, with input from active participants, to ensure that dl
gopropriate credits were made to the TSC. 1d. & 4. Member Systems dso note that 19 Rochdde will
have the opportunity to evauate the results of the formularate when the informetiond filing oocurs after
15months. 1d. & 5. Therefore, Member Sysems dam thet the Joint Offer settles dl aspects of the
TSC on acompany spedific bads, with implementation of eech Member Systemns formularate as per
the Joint Offer and the tariff sheets attached to the Joint Offer. 1d. Conduding, Member Systems
request thet the Joint Offer be certified to the Commission for gpprova asafar and reesonable
resolution of the mgority of the issues st for hearing. 1d.

Staff

Saf's reply comments concentrate on the issue rased by MEUA in their initid comments
regarding Billing Units. Saff's Reply Commentsa 1-3. S datesthat it agreeswith MEUA thet the
Billing Unit issue that was set for hearing in this proceading was not the propassd methodology, but if
the proposed methodology was applied correctly. Id. a 2. In other words, Staff continues, theissueis
not whether demand (MWh) should be used asthe divisor, but, rather, what isthe proper numericd
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vaueto usefor Billing Unitsthat comprisethe divisor. Id. a 2-3. In conduson, Saff datesthet it
agress with MEUA's interpretation of the issue st for hearing on the Billing Unit component of the TSC
and regifirmsits support of the Joint Offer. 1d. at 3.
DISCUSSION AND CONCLUSON

The Joint Offer resolves dl issuesin this proceeding st for hearing by the Commisson except
the margind lossesdispute. While the " conditiond protest” of MEUA would make me uncble to cartify
the Joint Offer to the Commisson, that protest was withdrawn by amendment on December 20, 1999.
Accordingly, the Joint Offer is now complete and is avallable for cetification.

CERTIFICATION
Pursuant to 18 C.F.R. § 385.602(g), | hereby certify for the Commisson's congderation:

(1) The Joint Offer of Settlement of the Member Systems of the New Y ork Power Pool and
the Interested Parties, filed on November 17, 1999;

(2) The Explanatory Statement in support of the Joint Offer, filed November 19, 1999;

(3) Commisson Trid Stf's Initid Comments Supporting the Joint Offer of Settlement, filed on
December 7, 1999;

(4) Comments and Conditiond Protest of the Munidpa Electric Utilities Assodation of New

Y ork State, filed on December 7, 1999;

(5) Amendment to Comments and Condiitiond Protet of the Municipa Electric Utilities
Asociaion of New York Sae, filed on December 20, 1999;

(6) Comments of 19 Rochdde Cooperative Group, Ltd. and Coordinated Housng Services,
Inc. on the Joint Offer of Settlement filed, on December 7, 1999;

(7) Reply Commentsin Support of the Joint Offer of Settlement of the Member Sysems of the
New Y ork Power Pool and the Interested Parties, filed on December 17, 1999;

(8) Commisson Trid Saff's Reply Comments Resffirming Support for the Joint Offer of
Settlement, filed on December 17, 1999,
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(9) All pleadings, orders, and other documents of record in this procesding.

Jacaob L eventhal
Presding Adminigrative Law Judge
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

DRAFT
In Reply Refer To:
ER97-1523-023, OA97-470-021
and ER97-4234-019
(not consolidated)
LeBoeuf, Lamb, Greene & MacRae, L.L.P.
ATTN: AndreaJ. Chambers, Esquire
Attorney for the Member Systems
of the New Y ork Power Pool
Suite 1200

1875 Connecticut Avenue, N.W.
Washington, D.C. 20009-5278

Dear Ms. Chambers:

On November 17, 1999, you filed in the above-referenced dockets, on behalf of Centra
Hudson Gas & Electric Corporation, Consolidated Edison Company of New Y ork, Inc., LIPA, New
York State Electric & Gas Corporation, Niagara Mohawk Power Corporation, Orange and Rockland
Utilities, Inc., New Y ork Power Authority, and Rochester Gas and Electric Corporation (collectively,
the Member Systems), a settlement agreement between the Member Systems and Interested Parties
(AES Enterprises, Inc., AES NY, L.L.C., Cogen Technologies Linden Venture L.P.,
Constellation Power Source, Inc., Electric Clearinghouse, Inc., Energy Marketers Coalition,
Engage Energy US, LP, Enron Corporation, Enron Power Marketing, Inc., Hydro Quebec,
Independent Power Producers of New York, Inc., Keyspan-Ravenswood, Inc., Long Island
Power Authority, Multiple Intervenors, Municipal Electric Utilities Association of New York
State, National Energy Marketers Association, PECO Energy Company, Public Interest
Intervenors, Public Service Electric and Gas Company, San Diego Gas & Electric
Company, Select Energy, Inc., Northeast Utilities Service Company, Sithe/Independence
Power Partners, L.P., Southern Energy Bowline, L.L.C., Southern Energy Lovett, L.L.C.,
Southern Energy NY-Gen, L.L.C., Southern Energy New York, Inc., Southern Energy New
York G.P., Inc., State of New York Public Service Commission, State of New York, The E
Cubed Company, LLC, PG&E Generating (formerly U.S. Generating Company), PG&E
Energy Trading-Power, L.P. (formerly U.S. Gen Power Services, L.P.), Athens Generating
Company, L.P., and Selkirk Cogen Partners, L.P.).

On December 7, 1999, FERC Staff submitted comments in support of the settlement.
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Comments aso were submitted by 1st Rochdale Cooperative Group, Ltd. and Coordinated Housing
Services Inc., which did not oppose the settlement. The Municipa Electric Utilities Association of New
York State filed comments and conditiona protest of the settlement; however, it requested that the
Settlement be certified to the Commission as an uncontested offer

of settlement. On December 17, 1999, FERC Staff filed reply comments reaffirming support of the
settlement. Reply comments were dso received from you on December 17, 1999 that supported the
settlement. Findly, Municipa Electric Utilities Association of New Y ork State submitted an
amendment that withdrew their conditiona protest on December 20, 1999. On January 5, 2000, the
presding adminidrative law judge certified the uncontested settlement to the Commission.

The subject settlement isin the public interest and is hereby approved. Member Systems shall
file the tariff sheets reflecting the settlement rates within thirty (30) days after the date of gpprovd of this
settlement. The Commission's approva of the settlement does not congtitute approval of, or precedent
regarding, any principle or issue in this proceeding. The Commission retains the right to investigete the
rates, terms, and conditions under the just and reasonable and not unduly discriminatory or preferentia
standard of Section 206 of the Federal Power Act, 16 U.S.C. 8824e.

Within ninety (90) days from the date of this | etter, any amounts collected in excess of the
settlement rates shall be refunded together with interest computed under Section 35.19a of the
Commission's Regulations. Within thirty (30) days after making such refunds, Member Systems shall
file with this Commission a compliance report showing monthly billing determinants, revenue receipt
dates, revenues under the prior, present, and settlement rates, the monthly revenue refund, and the
monthly interest computed, together with a summary of such information for the tota refund period.
Member Systems shdll furnish copies of the report to the affected wholesale customers and to each
gtate commission within whose jurisdiction the wholesde customers distribute and sdll eectric energy at
retall.

This letter terminates Docket Nos. ER97-1523-023, OA97-470-021, and
ER97-4234-0109.

By direction of the Commission.
David P. Boergers
Secretary

CC: All Parties



