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INTRODUCTION

E stablished as a public benefit, non-profit corporation, the ISO is responsible to
ensure that the Settlements process achieves an accounting trial balance of zero
(revenue neutrality). Charge Type 4999 is the adjustment account used by the ISO

to clear balances as set forth in the five lettered sub-sections of the ISO Tariff
section11.2.9.

CT 4999 or the Neutrality Adjustments charge represents the amount of over or under collections
that are allocated to SCs by the 1SO.
= IS0 credits SCs pro-rata any excess revenue to ensure neutrality

= SO charges SCs pro-rata for under-collected costs

At the end of this training you will be able to:

M Describe why a Neutrality Mismatch exists
M cCalculate the Neutrality Charge Type
M Vvalidate & Verify the Charge
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THE BASICS

4
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Neutrality Adjustment Rationale

The five lettered sub-sections listed below describe settlements processes or other factors that
may lead to a revenue mismatch:

a) Amounts required to round-up any invoice amount expressed in dollars and cents to the
nearest whole dollar amount in order to clear the 1SO Clearing Account.

v" Note: while the Tariff provides for this, the ISO does not round invoice amounts
to the nearest whole dollar. Invoices are settled to the penny.

b) Amounts in regard to penalties which may be levied by the ISO in accordance with the
ISO Tariff.

v" Note: while the Tariff provides for this, the only penalties anticipated at this time
are related with Oversight and Investigation (Amendment No. 55). Penalties
assessed under the provisions of Amendment No. 55 will be allocated first to
Oversight and Investigation program costs with the remaining funds allocated
through a new charge type for Oversight and Investigation offsets.

c) Amounts required to reach an accounting trial balance of zero in the course of the
Settlement process in the event that the charges calculated as due from ISO Debtors are
lower than payments calculated as due to the ISO Creditors for the same Trading Day,
(or vise-versa).

v' The primary source of this difference is attributed to the ISO’s settlements
system that is designed to calculate charges based on five significant figures.
Rounding adjustment balances may result when rounding to two significant
figures. In addition, rounding adjustment balances may occur during the
allocation of each charge type among patrticipating SCs.

v" Prior to August 1, 2003, rounding balances were settled in CT 1999.

d) Amounts required with respect to payment adjustments for regulating Energy as
calculated in accordance with Section 2.5.27.1 of the ISO Tariff. Specifically, the
Regulation Energy Payment Adjustment (REPA) was implemented as an incentive to
encourage the supply of Regulation energy.

v' REPA is not currently being paid or charged and has not been in use since 1999.

e) Awards payable by or to the ISO pursuant to good faith negotiations or ISO ADR
procedures that the ISO is not able to allocate to or to collect from a Market Participant(s)
in accordance with Section 13.5.3.

v/ Section 13.5.3.1 requires the ISO to use best efforts to determine which Market
Participant(s) is or are responsible for and/or benefit from payment of an award
by or to the ISO and to allocate receipt of or payment for the award equitably to
such Market Participant(s).

Only mismatches attributed to subsection (c) currently included in the neutrality
adjustment. Subsection (c) describes balances attributed to rounding errors. In rare
cases, the ISO may need collect funds as noted in susection (e).
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