UNI TED STATES OF AMERI CA
FEDERAL ENERGY REGULATORY COWMM SSI ON

Central Hudson Gas & Electric )

Cor por ati on )
Consol i dat ed Edi son Conpany of )

New York, Inc. ) Docket Nos. ER97-1523-
000
Long I sl and Lighting Conpany ) QA97-470- 000, and
New York State Electric & Gas ) ER97-4234- 000

Cor poration ) (not consol i dat ed)
Ni agara Mohawk Power Cor poration )
Orange and Rockland Uilities, Inc.)
Rochester Gas and El ectric )

Cor por ati on )
Power Authority of the State of )

New Yor Kk )

)

New Yor k Power Pool )

JO NT 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 |Independent System Operator, Inc.
("NYI SO') and the Menber Systens of the New York Power Pool*
respectfully respond to the conmments filed in the above-
capti oned proceedi ngs concerning the August 10, 1999 filing
providing details of the Installed Capacity Auction ("August 10
Filing").

The NYI SO and the Menber Systens submt that this response
Wl assist the Conmssion in its analysis of these issues and

will facilitate the Conmi ssion's resol ution of these
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proceedi ngs.? In support hereof, the NYI SO and the Menber
Systens state as foll ows:

In Central Hudson Gas & Electric Co. et al., 88 FERC

61,138 (1999) ("July 29 Order") the Conm ssion ordered the NYI SO
to "file with the Conm ssion a detail ed proposal for an
install ed capacity auction market. Such a detail ed proposal
shoul d i nclude, but not be limted to, bidding rules and
procedures, procedures for determ ning nmarket clearing prices,
and mar ket power mtigation procedures.” July 29 Order at
61, 393. On August 10, 1999 the NYISOfiled the detailed
proposal, including the bidding rules and procedures, and
procedures for determ ning market clearing prices.
I nterventions and protests were due on August 30, 1999. Market
power mtigation procedures were filed on August 23, 1999.
Several parties intervened in the proceeding but only three
of fered substantial coments. The New York Public Service
Comm ssion ("NYPSC') filed conmments in support of the NYISO s
proposal . KeySpan- Ravenswood, I nc. ("KeySpan") and Arthur Kill
Power LLC, Astoria Gas Turbine Power LLC, Huntley Power LLC and
Dunkirk Power LLC (the "NRG Entities") filed comments opposi ng
the NYI SO s proposal which are nore fully discussed bel ow. ?
KeySpan and NRG Entities (collectively, "Opposing Parties")
argue that the August 10 Filing should not be approved in an
expedited manner. In particular, they argue that the request
for waiver of notice should not be granted because there has
been insufficient tinme for market participants to evaluate the
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proposal. They further argue that the interim procedures may
becone permanent and that, therefore, the proposal should be
careful ly revi ened.

The NYISO s installed capacity rules, including the
suppl enental rules addressing the initial auction, were
devel oped in a coll aborative process that was open to
participation by all market participants. This process included
hol di ng open neetings, posting of docunents on the NYI SO web

site (http://ww.nyiso.con) and providing a chance for al

mar ket participants to coment, in advance, on the proposed
rules. Al market participants, including the Opposing Parties,
had an adequate opportunity to participate in these discussions
and provi de comments.

Therefore, an expedited review of the the August 10 Filing
is appropriate. Moreover, during the devel opnment of the
install ed capacity market nost market participants and the New
York Public Service Conmm ssion ("NYPSC') expressed their support
of an early start of the installed capacity market. See NYPSC
Comrents at 2-3.

The Opposing Parties also argue that the August 10 Filing
was i nconpl ete because it did not contain market power
mtigation procedures as required by the Conm ssion. They
further argue that the market power mtigation procedures were
filed on August 23, 1999 ("August 23 Filing"). They request,
therefore, that the August 10 Filing not be considered w thout
additional tinme for review and comment on the August 23 Filing.
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Addi tionally, Opposing Parties argue that there is no need to

i npl ement an interimauction before the commencenent of the

NYI SO operations and that the existing reliable capacity market
should remain in place until permanent procedures are filed,
reviewed and approved. NRG Entities further argues that one of
its nmenbers' bilateral agreenents for Summer Capability and
Wnter Capability seasons denonstrate that there is no
conpelling need for an "interinm measure.

Such argunents nerely serve to delay the start of the
install ed capacity auction and, consequently, the advent of
conpetition in New York State. Installed capacity is needed in
order to ensure a reliable supply of energy for the upcom ng
Wnter Capability Period. Although the start of the NYI SO was
del ayed until COctober 12, it is realistic to assune that the
NYI SO energy market will be in place during the Wnter
Capability Period. Gven that, it is essential that the capacity
mar ket be in place in order to support the energy market. The
proposal contained in the August 10 Filing can be eval uated
separately fromthe proposal contained in the August 23 Filing
and accordingly, there is no need to further delay its approval.

The Opposing Parties also state that the August 10 Filing
| acks sufficient detail and would |ikely confuse market
participants. NRG Entities argue that an auction w thout an
operating market could create so nmuch uncertainty that the
auction would result in a less conpetitive and less reliable
energy market. They claimthat certain sections of the manual
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wi |l have an effect on the supply of and demand for installed
capacity in the market and, therefore, the information needs to
be provided with sufficient lead time for proper price signals
to be given to the market prior to the auction.

Contrary to these assertions, the NYISOfiled a detailed
description of the installed capacity auction and of howit wll
wor k. The actual auction procedures, bidding details, and
procedures relating to the calculation of the clearing prices
are contained in the installed capacity manual which is posted
on the NYI SO web site.*

The OQpposing Parties further request clarification rel ated
to the bases for LSE installed capacity requirements; the timng
within which the LSE nust hold installed capacity to neet the
forecast ed peak; bidding procedures and nethod to determ ne the
clearing price; and the ability of Con Edi son di vested
generators subject to |ocal nmarket mtigation neasures to sel
energy outside of the NYCA if not selected in the day-ahead
mar ket .

As an initial matter, the clarifications requested by the
Qpposing Parties have been addressed at the public neetings and
the information requested is available in the manual s.

Further, the NYI SO and the Menber Systens clarify that the
nmont hl y sub-auctions allow LSEs to adjust their capacity
hol dings to refl ect changes in actual custoner |oad

responsibility. This is responsive to the Comm ssion's concern
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that installed capacity be available for LSEs that acquire
custoners throughout the capability period.

The Opposing Parties also request clarification concerning
how t he $105/ kWyear cap for installed capacity, approved by the
Comm ssion, will be inplenented. The NYI SO needs to establish a
cap to guide the auction for the Wnter Capability Period
because the FERC-approved mtigation neasures were devel oped and
approved prior to finalization of the NYISO installed capacity
rules. The New York City zone winter installed capacity
requi renment was established by the sumer 1999 peak | oad.
Therefore, the Opposing Parties' claimthat a $52.5/kWcap for
the winter capability period is unreasonably biased agai nst
generation owers can al so be viewed by a | arge buyer as
i ncreasing the buyer's winter capacity paynents above what they
shoul d be. KeySpan, for exanple is well aware that this past
summer follow ng the closing, Con Edi son has been paying the
equi val ent of $52.5/ kW for sumer installed capacity, so that,

i f KeySpan receives $52.5/kWfor the winter then they wll
recei ve the equivalent to $105/ kWon an annual basis.

Finally, the Opposing Parties request that the Comm ssion
wait for the establishnment of pernmanent procedures prior to
approvi ng the proposed installed capacity auction. The interim
procedures are necessary to enable the NYI SO to conduct the
installed capacity auction prior to the start of the energy

market. This will facilitate the devel opnment of a robust
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capacity market. Therefore,

t he procedures shoul d be approved

and in place prior to the starting of the NYI SO operations.

CONCLUSI ON

In view of the foregoing,

t he NYI SO and t he Menber Systens

respectfully request that the August 10 Filing be approved as

filed.

Respectful ly submtted,

Paul L. Goia

Andrea J. Chanbers

LeBoeuf, Lanb, G eene &
MacRae, L.L.P.

1875 Connecticut Avenue, N W
Suite 1200

Washi ngton, D.C. 20009-5728
(202) 986-8000

Counsel to the Menber Systens

of the New York Power Pool

Dat ed: Septenber 13, 1999
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! Central Hudson Gas & Electric Corporation ("Central
Hudson"), Consol i dated Edi son Conpany of New York, Inc. ("Con
Edi son"), LIPA, New York State Electric & Gas Corporation
("NYSEG'), Ni agara Mhawk Power Corporation ("N agara Mhawk"),
Orange and Rockland Uilities, Inc. ("O&R'), Rochester Gas and
Electric Corporation ("R&E"), and Power Authority of the State
of New York ("NYPA").

2 Rul e 213 permts the filing of an answer to notions. Two
of the so-called "coments" 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 wai ver of the proscription
set forth in Rules 213(a)(2) regarding the filing of answers to
protests. The Conmm ssion consistently has waived 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 Conm ssion can base its decision. See, e.g.,
East Tennessee Natural Gas Co., 81 FERC f 61,219 at n.4 (1997);
Nat ural Gas Pipeline Co. of America, 81 FERC § 61,216 at n.3
(1997); Pacific Interstate Transm ssion Co., 80 FERC Y 61, 369 at
n.2 (1997); Florida Gas Transm ssion Co., 79 FERC 61, 147 at
n.7 (1997).

8 On Friday, Septenber 10, 1999, NRG Entities nade a
Suppl enmental Filing to which the Menber Systens will respond by
Sept enber 14, 1999.

4 Inits July 29 Order, the Comrission clearly stated that
nei t her the NYI SO nor the Menber Systens had an obligation to
file the NYISO s operating nmanuals ("W are satisfied with the
Menber Systens' statenents that the New York NYISO w il make
the nmanuals available for public inspection and post the
manual s on the internet." July 29 Order at 61, 403).
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