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JO NT SUPPLEMENTAL RESPONSE OF THE
MEMBER SYSTEMS OF THE NEW YORK PONER POOL AND THE
NEW YORK | NDEPENDENT SYSTEM OPERATOR, | NC.

Pursuant to the Comm ssion's Rules of Practice and
Procedure, the New York | ndependent System Operator, Inc.
("NYI SO') and the Menber Systens of the New York Power Pool!?
respectfully respond to the Mdtion to Submt Suppl enental
Comrents filed in the above-capti oned proceedi ngs on Septenber
10, 1999 by the NRG Entities? concerning the August 10, 1999
filing providing details of the Installed Capacity Auction

("August 10 Filing").

! Central Hudson Gas & Electric Corporation ("Central
Hudson"), Consolidated Edi son Conpany of New York, Inc. ("Con
Edi son"), LIPA, New York State Electric & Gas Corporation
("NYSEG'), N agara Mhawk Power Corporation ("N agara Mhawk"),
Orange and Rockland Uilities, Inc. ("O&R'), Rochester Gas and
El ectric Corporation ("R&E"), and Power Authority of the State
of New York ("NYPA").

2 Arthur Kill Power LLC, Astoria Gas Turbine Power LLC,
Hunt |l ey Power LLC and Dunkirk Power LLC.



The NYI SO and the Menber Systens submt that this response
Wl assist the Conmission in its analysis of these issues and
will facilitate the Conm ssion's resolution of these
proceedi ngs.® In support hereof, the NYISO and t he Menber
Systens state as foll ows:

On Septenber 10, 1999 the NRG Entities filed a Motion to
Subm t Suppl enental Comments and Suppl enental Comments
(" Suppl enmental Filing") opposing the NYI SO s August 10 Filing
which are nore fully discussed below. The NRG Entities claim
t hat, subsequent to the August 10 Filing, the NYI SO posted
revised rules ("Rules") for the installed capacity auction on
Septenber 3, 1999. According to the NRG Entities, the revised
Rul es denonstrate that the August 10 Filing | acks a reason for
expedited review, |lacks detail to allow market participants the
opportunity to coment neaningfully and does not satisfy the July
29 Oder. The NRG Entities further argue that the revision to

the Rules interjected nore uncertainty into the preparation of

3 Rul e 213 permts the filing of an answer to notions.
Addi tional ly, the Suppl enental Conments request substantive
relief and constitute notions to which the Menber Systens are
entitled to answer. In any event, the Menber Systens submt that
good cause exists for the Comm ssion to grant waiver of the
proscription set forth in Rules 213(a)(2) regarding the filing of
answers to protests. The Comm ssion consistently has wai ved the
requi renents of these Rules where a responsive pleading wll
assist in the Conm ssion’s analysis, provide useful and rel evant
information, or otherwise facilitate a full and conplete record
upon whi ch the Comm ssion can base its decision. See, e.qg., East
Tennessee Natural Gas Co., 81 FERC 61,219 at n.4 (1997);
Natural Gas Pipeline Co. of America, 81 FERC Y 61,216 at n.3
(1997); Pacific Interstate Transm ssion Co., 80 FERC Y 61, 369 at
n.2 (1997); Florida Gas Transmi ssion Co., 79 FERC 61,147 at n.7
(1997).
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the NRG Entities and rai sed additional concerns regarding the

| egitimacy of the proposed auction. Supplenental Filing at 3.
Contrary to the assertions of the NRG Entities, the auction

rul es posted on Septenber 3, 1999 are detail ed auction procedures

devel oped during the coll aborative process, and were revised to

refl ect cooments received to date. The Conm ssi on does not

require the ISOto file its procedures.* The |1SO has al so issued

Suppl emental Rules. Such rules have al so been posted for comment

and they will be filed with the Conm ssion on Septenber 17, 1999,

prior to the reschedul ed | CAP auction which is to occur on

Septenber 22, 1999. Unfortunately, the NRG Entities do not

di stinguish the detailed Rules fromthe Supplenental Rules in

t heir Suppl enmental Comments. G ven the opportunities to

participate in the devel opnent of these procedures and rules, it

i s disingenuous, at this juncture, for NRG Entities to file these

protests in opposition to the Rules or the Suppl enental Rules.

The issues raised in the Supplenental Filing have
al ready been clarified by the NYI SO

The 1 SO and the Menber Systens have conducted an open
col | aborative process to determ ne the appropriate structure and
rules for the Installed Capacity Auction for the Wnter 1999-2000

Capability Period. The Menber Systens presented an initial

4 Inits July 29 Order, the Commi ssion clearly stated
that neither the NYI SO nor the Menber Systens had an obligation
to file the NYISO s operating manuals ("W are satisfied with
the Menber Systens' statenents that the New York NYISO wll
make the manuals available for public inspection and post the
manual s on the internet." July 29 Order at 61, 403).
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proposal for an Installed Capacity auction for discussion at an
open neeting of the Generation Issues Resolution Team ("G RT"),
whi ch deals with such matters. That description was further
refined in subsequent G RT neetings. Al parties were free to
submt comments to reflect their views. The description that was
devel oped in these neetings forned the basis of the | SO s August
10 Filing.*®

Despite nunmerous opportunities to discuss their concerns
during the open neetings, NRG Entities did not raise any issues
in the collaborative process. On Septenber 8, the | SO conducted
a neeting to discuss the process that would be used to sel ect
w nning bids and offers in the Installed Capacity Auction, and
t he neans through which these bids and offers would be chosen.
The questions that NRG Entities cite in their Suppl enental
Comments were sent via e-mail the night follow ng that neeting.
Two days |later, on Septenber 10, NRG Entities filed their
Suppl enmrental Comments with the Conmm ssion.

NRG Entities make nmany msstatenments in their Supplenenta
Comrents that nust be addressed before noving on to responding to
NRG Entities' specific questions. First, the Rules posted by the
| SO on Septenber 3 were not final, and were never filed with the

Commi ssion, contrary to NRG s Suppl enental Comments. It was a

5 The August 10 Filing provides a set of interim
procedures to govern auctions during the Wnter 1999-2000
Capability Period. Permanent procedures will be devel oped by the
| SO prior to the Sumer 2000 Capability Peri od.
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draft docunent that was circulated for market participant
coment .

Second, with two exceptions noted bel ow, the Rules were not
intended to nodify any of the details that were filed on August
10. Rather, that docunent nerely suppl emented the August 10
Filing, including additional description of a nunber of
procedures such as procedures to be used to submt bids and
offers, the timng of the auction, and procedures that wll be
used to i nplement the market power mtigation procedures that
apply to generators in New York City either currently or fornmerly
owned by Con Edison. Therefore, NRG Entities’ statenent that the
publication of these rules denonstrates that the August 10 Filing
is “inconplete” is baseless. Two changes to the August 10 Filing
will be made in a filing to be submtted on Septenber 17 to
reflect the followng: The August 10 Filing did not refer to the
approved market mtigation procedures® which place a cap on the
anount that may be paid for installed capacity sold by the owners
of nost generators located in New York Cty. In addition, only
LSEs will be permtted to purchase installed capacity in the
auction and the amount of | CAP an LSE may purchase has been
[imted.

In Section IV of their Supplenental Comments, NRG Entities

state that the 1 SO has not answered the |isted questions, and

6 These procedures were approved by the Conmm ssion. See
Consol i dat ed Edi son Conpany of New York, Inc., 84 FERC f 61, 287
(1998).
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inply that these questions were raised at the Septenber 8
meeting. In fact, many of the questions were raised for the
first time in e-mails sent out the evening of Septenber 8. As
di scussed above, NRG Entities filed their Supplenental Comments
before giving the I SO the chance to respond to these questions.
O the questions that were raised at the neeting, nost were
answered. Therefore, NRG Entities' statenment that the |SO “coul d
not answer” these questions at the neeting is m sl eading at
best -because nost of the "unanswered questions” were not raised
at the neeting.

Specific responses to the questions NRG Entities raise in
Section IV of their Supplenental Coments are as foll ows:

1. NRG Entities claimthat only permtting LSEs to buy
capacity in the auction wll depress market-clearing
prices. Limting purchases to LSEs is necessary in the
New York City market to avoid an end-run around the
Comm ssi on-inposed price limts.

2. NRG Entities ask whether installed capacity providers
| ocat ed outside the NYCA nust purchase firm
transm ssion. Firmtransm ssion is not required, so
long as the energy is deliverable to the NYCA. This
i ssue was discussed at the Septenber 13 G RT neeting.

3. NRG Entities note that KeySpan has asked whet her LSEs
are required to arrange for installed capacity before
t he begi nning of the capability period. The
requirenent to do so is stated clearly in Section 5.10,
et seq., in the 1SO Services Tariff, as was stated at
the Septenber 8 neeting. As was also stated at that
meeting, the penalties for failure to do so are under
devel opnent by | SO counsel

4. NRG Entities note that KeySpan has asked whet her w nter
installed capacity requirenments will be based on the
precedi ng summer’s peak | oad. The |SO Services Tariff
states that each LSE s | oad forecasting nethodol ogy
must be approved by the 1SO. To the extent that a
“forecast” of peak |oad for the preceding sumer was
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not equal to the peak | oad actually experienced, such a
met hodol ogy woul d be rejected by the I SO as was stated
at the Septenber 8 neeting. At the Septenber 13 G RT
meeting, it was clarified that winter installed
capacity requirenents for summer-peaki ng Transm ssion
Districts wll be based on peak |oad during the
precedi ng sunmer.

NRG Entities note that, in cases in which

nei ther the buyer nor the seller is on the
mar gi n, KeySpan asked that the price of the
next highest offer to sell be used to set the
mar ket-cl earing price. The procedure that
Wl be used to determ ne market-clearing
prices is described in detail in Section 9 of
the August 10 Filing. It was discussed at

G RT neetings that preceded that filing.

Addi tionally, the procedure was revi ewed at
the Septenber 8 neeting, yet no objection was
received until the e-mail sent by KeySpan the
eveni ng of Septenber 8. In the situation

t hat KeySpan descri bes, the market-clearing
price wll be set equal to the offer price
specified in the | owest unaccepted offer to
sell, or the bid price stated in the | owest
accepted bid to buy, whichever is lower. 1In
cases in which the bid price stated in the

| owest accepted bid is less than the offer
price specified in the | owest unaccepted

of fer, the procedure proposed by KeySpan
woul d cause sonme buyers of installed capacity
to be charged nore than their bid price.

NRG Entities note that KeySpan has clained that the
maxi mum price allowed for its capacity is $105/ kWyear,
pursuant to market power mtigation procedures filed
with the Comm ssion. This issue was addressed in a
joint filing of the Menber Systens and the NYI SO on
Sept enber 13, 1999.

NRG Entities note that KeySpan asked whet her the
generators subject to these market power mtigation
procedures would be permtted to sell their installed

capacity bilaterally, should they fail to sell it into
the first auction conducted. These generators nust
offer their installed capacity in the auction. |If

their installed capacity is not sold in the auction, it
may be sold bilaterally.

NRG Entities note that KeySpan asked whet her generators
woul d be permtted to offer capacity in increments of
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one-tenth of a MW The bidding rules that are part of
the 1 SO Procedures have been anmended to permt offers
in increments of one-tenth of a MVN

9. NRG Entities note that KeySpan has asked how t he
Install ed Capacity market would function, in the case
that the 1SO s energy and ancillary services markets
have not started as of Novenber 1. The Suppl enent al
Rul es now circulating would apply in this circunstance.
These rul es have been discussed at the last two G RT
meetings and will be submtted to the Conm ssion no
| ater than Septenber 17, 1999.

10. NRG Entities repeat conplaints made by Oion regarding
the nonthly structure of the auction. As indicated
above, installed capacity obligations for the
forthcom ng capability period nust be satisfied in
advance. The nonthly auction addresses situations
where either load is shifting or capacity is not
available for the entire Capability Peri od.

11. NRG Entities note several objections by Oion, one of
whi ch repeats KeySpan's conplaint initem6. As for
the other conplaints, neither of which were raised at
the Septenber 8 neeting, the | SO auction procedures
have been nodified to correct a typographical error
noted by Orion.

12. NRG Entities also note that Orion nade a nunber of
ot her coments on the docunents. These comments were
sent out the evening of Septenber 8, shortly before NRG
Entities filed their Supplenmental Comments regarding
the 1SO s alleged failure to act on these comments.

The 1SOwill nmake revisions to these docunents if
appropri ate.

CONCLUSI ON

In view of the foregoing, the NYI SO and the Menber Systens
respectfully request that the Mdtion to Submt Suppl enental
Comrents be denied and that the August 10 Filing be approved as
filed.

Respectful ly submtted,
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