UNITED STATESOF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Regional Transmission Organizations ) Docket No. RM 99-2-
000

REPLY COMMENTSOF THE
NEW YORK INDEPENDENT SYSTEM OPERATOR, INC.

The New Y ork Independent System Operator, Inc. (“NYI1SO”) hereby submits these Reply
Comments in response to comments filed by the New Y ork Energy Buyers Forum (“NY EBF’) and the
City of New York (the “City”), collectively, the “NY C Commenters.” The NY C Commenters
gpeculate that the NY 1SO will not adequately promote competition or rdigbility in New York City.
Accordingly, they cdl for the mandatory formation of alarger “Northeastern RTO,” believing that such
an entity would be better able to remove “ingtitutiona impediments’ to the construction of new
transmission lines serving New Y ork City. Given that the NY1SO has not yet even commenced
operations, there is no factua bass for the NY C Commenters vague clams. Moreover, the remedy
they seek isill-conceived and premature.

The NY C Commenters offer no evidence, or any other reason to believe, that the NY 1SO will
fail to provide non-discriminatory open-access transmission service, administer efficient markets or
facilitate the construction of new transmission and generation facilitiesin New York City. For example,
the NY EBF implies that the NY SO should be changed because “ dectric deregulation has provided

limited choice and savings to consumers’™ in New Y ork City. Retail competition is only now being
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phasedkin in Consolidated Edison’s service territory and will not be fully implemented until 20012 The
pace of retail competition is not part of the NYISO’'s mandate. Smilarly, the NY C Commenters
dismissthe Northeastern 1ISOs  plans to eliminate “inditutiona impediments’ to inter-regiond
coordination that they blame for New Y ork City’ s transmisson problems because it is uncertain that
they will succeed, ignoring the possibility that voluntary coordination might be a cost-effective dterndive
to an 1SO merger. Findly, the NY C Commenters argue that alack of transmission coordination
between New Y ork City and its neighboring regions has contributed to load pocket conditions,® without
recognizing that New Y ork City’s high load density, coupled with the difficulty of Sting new transmisson
within it, will makeit apotentid load pocket, no matter how large an RTO encompassesit. In short, the
NY C Commenters have not shown how the evils they perceive would be dleviated by the establishment
of a“Northeastern RTO.”

Moreover, the NY C Commenters entirely disregard the dramatic costs that their proposal
would create. Indeed, they have faled to even clearly specify the RTO borders they would have the
Commission prescribe; the City appearsto prefer aNew Y ork-New Jersey-Connecti cut-Pennsylvania
modd that would undo dl three Northeastern 1SOs while leaving most of New England, aswell as
Maryland and the Didtrict of Columbia, to fend for themsdves. More generdly, any effort to radicdly
reconfigure the existing Northeastern 1ISOs will be very expensive and time-consuming. Such a
requirement would surely push back the redization of the competitive and religbility benefits that the

NY SO will provide and thus perpetuate the problems that the NY C Commenters identify. A forced

2 Citing NYPSC web-site.
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combination would aso deprive the industry of the opportunity to learn from the three separate
transmission experiments presently underway in the Northeast.

Consequently, the NY 1SO continues to believe that athough 1SOs are new ingditutions, they
have aready done, and will continue to do, agreet ded to strengthen rdiability, foster competition,
atract new capita, promote technologica innovation, and unleash competitive and creetive forces. The
Commission should continue its commitment to repect the investment of time and resources that have
been madein previoudy approved, voluntarily-created | SOs and avoid forcing changes in the midst of
ther critical implementation periods. Thisis no time for the sort of abrupt, radicd revisonsthat the
NY C Commenters recommend.

Respectfully submitted,
NEW YORK INDEPENDENT SY STEM

OPERATOR, INC.
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