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JOINT RESPONSE OF THE MEMBER SYSTEM S
OF THE NEW YORK POWER POOL AND
THE NEW YORK INDEPENDENT SYSTEM OPERATOR
In accordance with the Commission's Rules of Practice and Procedure, the Member Systems

of the New Y ork Power Pool* (“Member Systems’) and the New Y ork Independent System

Operator, Inc. ("NY1S0") respectfully respond to the protests, comments and requests for hearing

1 Central Hudson Gas & Electric Corporation ("Central Hudson™), Consolidated Edison Company of New

York, Inc. ("Con Edison"), LIPA, New Y ork State Electric & Gas Corporation (“NY SEG"), Niagara M ohawk Power
Corporation (“NiagaraMohawk™), Orange and Rockland Utilities, Inc. ("O&R"), Power Authority of the State of New
York (“NYPA”), and Rochester Gas and Electric Corporation (“RG&E").

C:\MyFiles\schedul eoneresponse.wpd 1
1/5/00 11:30 AM -4



submitted on September 14, 1999 to the joint proposa of the NY1SO and the Member Systems to
recover the costs associated with the start-up and the formation of the NY 1SO.3

The few protests and comments filed do not raise any factua issues which warrant delaying the
Commission's acceptance of the August 25 Filing. Conggtent with its practice in other 1ISO
proceedings, the Commission has dready approved in principle the Member Systems proposal to
recover such cogts. The August 25 Filing smply identifies the specific start-up costs which have been,
and will beincurred. The Commission should accept the Joint Proposal subject to refund.

To respond to the requests for hearing, to assst the Commission in its analys's of the issues

raised in the protests, and to facilitate the expeditious gpprova of the August 25 Filing,® the Member

2 See, e.g., Motion to Intervene of Sithe/lndependence Power Partners, L.P. ("Sithe Motion"), Motion to
Intervene, Protest and Request for Hearing of the Municipal Electric Utilities Association of New Y ork State
("MEUA Protest"), Motion to Intervene and Protest of 1st Rochdale Cooperative Group, Ltd. and Coordinated
Housing Services, Inc. ("Rochdale Protest”), Intervention and Comments of the Public Service Commission of the
State of New York ("NYPSC Comments"), Motion to Intervene and Protest of Enron Power Marketing, Inc. and Coral
Power, L.L.C. ("EPMI/Coral Protest").

3 ("August 25 Filing" or "Joint Proposal"). Asdescribed in the Transmittal Letter to the August 25 Filing,
these costsinclude “locational based marginal pricing (“LBMP”) software development, transitional staff and
administration, organizational development and regulatory costs, set-up of the Reliability Council, training, the
purchase of land and building aswell astheinitial funding of the pension fund.” 1d. at 2.

4 Any amounts the Commission might order to be refunded should be used to reduce the aggregate start-up
amounts to be collected over the then remaining term of the collection period. All referencesto “refund” inthe
instant filing refer to thistype of remedy.

5 At least two of the protests (MEUA and EPMI/Coral) include requests for ahearing. In addition, the
Commission has consistently waived the requirements of Rule 213(a)(2) where, as here, aresponsive pleading will
assist the Commission’ s analysis, provide useful and relevant information, or otherwise facilitate afull and complete
record upon which the Commission can base its decision. Seeg, e.q., Williams Natural Gas Co., 70 FERC 161,306 at
61,923 n.6 (1995); Tennessee Gas Pipeline Co., 55 FERC 61,437 at 62,306 n.7 (1991); Michigan Consolidated Gas Co.,
55 FERC 161,001 a 61,006 (1991).
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Systems and the NY 1SO respectfully submit this response:

l. THE COMMISSION SHOULD APPROVE THE JOINT PROPOSAL WITHOUT
RESORTING TO AN EVIDENTIARY HEARING

The few protests filed do not establish any basisto delay the recovery of the NY ISO's Sart-up
and formation costs or to require aforma evidentiary hearing.® They smply raise policy concerns, or
questions which can be addressed by the Commission without an evidentiary hearing. For instance,
MEUA takesissue with the NY 1SO's attempt to recover legal and regulatory expenses on behdf of the
Member Systems.” Rochdale raises concerns with regard to the proper alocation of the NY1S0 start-
up and development costs. It seeksto have al customers (grandfathered customers as well as new
entrants) share in the cost responsibility.® In addition to objecting to what it views as procedura
deficiencies, EPMI/Cord chalenges the recovery of the costs associated with the establishment of the
NY SO Governance structure, as well asthe alocation of costs related to the development of the
LBMP software to the 1ISO OATT customers.’ These are policy issues as to whether certain

categories of costs are recoverable and how start-up costs should be recovered. Theseissues can be

6 Althoughiit only files an intervention, Sithe "fully reservesits rights to address the reasonabl eness of the
Schedule 1 charge if and when the NY SO ever attempts to impose the charge on Sithe..." See Sithe Motion at 3.

7 MEUA Protest at 4-5.

8 Rochdale Protest at 5-7. Rochdal e also questions the fluctuating nature of the monthly usage charge, the
source of NY1SO's projected usage levels of 14,300,000 Mwh per month, and the inadequate clarification of these
costs as defined in the Joint Proposal. 1d. at 7-9. In response to the second query, the 14,300,000 Mwh figure was
derived from the 1997 FERC Form 714 Report.

9 EPMI/Coral Protest at 5-10.
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squarely addressed either on the basis of the written record, or the Commission's prior orders.

The Commission has dready gpproved the specific provison of Schedule 1 of the SO Open
Access Transmission Tariff ("OATT") dlowing for the recovery of the NY1SO's start-up costs through
an amortization charge.® Paragraph 4B, Origina Sheet No. 145, expresdy provides for the recovery
of the "[c]ogts associated with the start-up and formation of the 1SO, including....items such as
computer software development and licensing costs and computer hardware costs; and. ..costs related
to regulaory filings™'* The August 25 Filing implements the Commission’s prior gpprova of the
recovery of start-up costs by identifying and quantifying the types and amounts of coststo be collected
and seeking authority to implement the specific recovery charge.2

Asthe NYPSC emphasizes, conditiond approva of the Joint Proposal ensures that al

interested parties can review the NY SO development cogts prior to any find approva without further

10 Central Hudson Gas & Electric Corp., et al., 87 FERC 161,135 at 61,543 (“April 30 Order”), reh'q denied, 83
FERC 161,229 (1999)(" September 15 Governance Order").

11 Thistariff language, originally included in the Member Systems' December, 1997 Filing, was incorporated
amost verbatim into the Member Systems' April 30 Compliance Filing. The April 30 Compliance Filing provided for
both the ISO OATT and the New Y ork Independent System Operator Market Administration and Control Area
Services Tariff ("1SO Services Tariff"). OnJuly 29, 1999, the Commission approved the April 30 Compliance Filing to
be effective upon the commencement of NY I SO operations. Central Hudson Gas & Electric Corp., et a., 88 FERC
61,138 (1999) ("July 29 Order").

12 Asthe Transmittal Letter to the August 25 Filing explains, the NY SO is seeking Commission "authorization
subject to later verification of the actual expendituresin order to expedite the Commission's review and approval
whichisapre-requisite for the NY1SO to secure the financing necessary to repay the Member Systems." See
Transmittal Letter, at 2 n. 2.
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delaying the commencement of the amortization charge.®* The Member Systems do not seek to
prevent any party from reviewing the start-up costs. Indeed, the Member Systems and the NY SO will
provide interested parties with further information to address their pecific concerns ether in the form of
written responses or, if necessary, within the context of atechnical conference. However, thereis no
reason to convene evidentiary hearings unless and until alegitimate question is raised which cannot be
addressed by the Commission through less burdensome means.

In sum, the Member Systems and the NY 1SO respectfully urge the Commission to follow the
sensible procedure outlined by the NY PSC in its comments, and to alow the charges to go into effect
subject to refund. For its part, the NY PSC has reviewed over two-thirds of the estimated start-up
cogts ($ 35 million out of the $ 52 million) that are the subject of the Joint Proposd. It has not identified
any concerns, and does not object to any of the specific categories of the start-up costs.** The
Commission should aso summarily reject the efforts to exclude categories of cogsthat fall squarely
within its prior approval of the ISO OATT and other pre-existing precedent.

. RECOVERY OF START-UP COSTSIS SUPPORTED BY PRIOR COMMISSION
ORDERSINVOLVING THE NYI1SO

As noted above, the ISO OATT dready provides for the recovery of the NY1SO start-up and

development costs subject to afurther review of specific expenditures. The Commission, in the April 30

13 NYPSC Comments at 2-3. The NY PSC notesthat "[a]llowing the rates to be recovered subject to refund will
permit the PSCNY the opportunity to review and confirm the reasonabl eness of the costs contained in the [Joint
Proposal]." Id.at 3.

14 NY PSC Commentsat 3.
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Order, expressy acknowledged its conditional acceptance of the Schedule 1 charge (Scheduling,
System Control and Digpatch Service) including the proposed recovery of NY1SO start-up costs:

[A]s noted by Member Systems, the 1SO Tariff (Rate Schedule 1 -
Scheduling, System Control and Dispatch Service) dready provides as
agenera matter for the recovery by the 1SO of costs associated with
the start-up and formation of the ISO. Furthermore, the 1SO Tariff
provides for an amortized amount to be included in Schedule 1 of the
|SO Tariff. '

The Commission has followed this approach in other ISO proceedings aswell. For example, in

Midwest Independent Transmission System Operator, Inc.,*® the Commission also approved over

parties objections an amendment to the Midwest 1SO Agreement establishing specific categories of
start-up costs (such as outside legal and consulting costs, and necessary equipment and software) for
which the Midwest SO Participants were to be reimbursed. However, the Commission aso sated
that parties could challenge the recovery of specific cost expenditures when the Midwest 1SO filed for
recovery.

The Commission's policy appropriately balances the interests of al parties. It recognizes that
start-up codts are recoverable as legitimate costs incurred to establish 1SOs pursuant to clearly
aticulated federd and state policy initiatives. It dso dlows parties to question specific expenditures.

Indeed, any other approach would have a chilling effect on future industry efforts to establish ISO/RTO

15 The Commission also recognized that the recovery of start-up costs would require afurther filing to
identify the specific expenditures. April 30 Order, 87 FERC at 61,543 (footnotes omitted).

16 85 FERC 1 61,376 (1998)(" Midwest [SO").
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arrangements.

The August 25 Filing is consstent with the Commission's gpproach to recovery of 1SO start-up
costs by recognizing that interested parties must have the opportunity to review and comment upon
specific expenditures. As stated above, the Member Systems and the NY1SO are not proposing to
deny parties the opportunity to contest actud expenditures. Instead, they respectfully request that the
August 25 Filing be approved now, subject to refund, so that dl parties interests are preserved. In this
regard, the Member Systems and the NY ISO are in complete agreement with the NY PSC that the
August 25 Filing should be accepted “subject to the actua and find costs being audited...”'’ As stated
previoudly, the NY PSC has reviewed over two/thirds of the costs proposed to be recovered, and the
eight cost categories without identifying any concerns. Efforts by partiesto delay the acceptance of the

Joint Proposal should be rejected.

[11.  THE CHALLENGESTO THE MEMBER SYSTEMS LEGAL AND REGULATORY
COSTSAREWITHOUT MERIT

MEUA and EPMI/Cora complain that certain regulatory costs (lega and consulting) should not
be recoverable as part of the NY1SO's start-up costs.®® The Commission should summarily dismiss

these claims on the basis of its prior orders. These chalenges are untimely collaterd attacks on both

17 NY PSC Commentsat 2.

18 MEUA Protest at 4-5; EPMI/Coral Protest at 7-12.
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the January 27 and the July 29 Orders. As previoudy noted, the Commission specifically approved the
tariff language providing for the recovery of tart-up codts, including the “codts related to regulatory
filings” Asthe Commisson isaware, the Member Systems expedited NY SO start-up by incurring
many of these cogts in the years and months between the first FERC filing in January, 1997 and the
scheduled start-up date of October 12, 1999.

Moreover, the Commission’s ordersin the NY SO proceedings are consstent with actions
taken in proceedings involving other 1ISOs. For ingtance, in Midwest 1S0, the Commisson explicitly
approved the proposed start-up cost categories (including outside lega and consulting costs). These
orders are dso consgtent with longstanding Commission precedent involving such costs.  The costs
associated with regulatory filings are routingly recovered as line-item cogts in dectric utility and natura
gas pipdine rate proceedings.’® Moreover, recovery of such expendituresis even more appropriate,
where, as here, the parties have undertaken athree-year effort to effect a smooth trangition from the
New York Power Pool ("NYPP") to the NYISO. The magnitude of this comprehensive statewide
endeavor, involving eight individud Member Systems, iswedl known to the Commisson. Dozens of

regulatory filings have been made in this and other related proceedings including tariff filings, rate filings,

19 See City of College Station, Texas, 86 FERC 161,165 at 61,582 (1999) ("public utilities are permitted to seek
recovery of reasonable regulatory expenses from their customers when the expenses are attributable to the service
provided to those customers"); Houlton Water Co., et al., 62 FERC {63,023 at 65,096 (1993) ("[i]t is beyond dispute
that utilities are permitted to recover legitimate and reasonably necessary regulatory expenses from their
customers"); Central lllinois Public Service Co., 8 FERC 163,022 at 65,196 (1979) ("[i]t isawell established principle
of utility regulation that reasonabl e regulatory expenses are an appropriate item to be included in the cost of
service").
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compliance filings, erratafilings, settlement offers, discovery responses, witness testimonies, to name
just afew. Theeffort involved in this endeavor was essentid to the establishment of the NY1SO and
the competitive dectricity market in New York State.°

MEUA's attempt to equate its own legal and consulting expensesin these proceedings with
those incurred by the Member Systemsis miplaced. The legd and consulting costs which the Joint
Proposa seeksto recover are related only to work performed on behalf of the Member Systems
collectively, not on their behdf asindividua entities. Those costs incurred on behalf of Member
Systems as awhole are proper itemsfor NY 1SO recovery.

Finally, the recovery sought is clearly reasonable when compared to smilar efforts by other
1SOs. 2 Again, the Commission should reject the challenges to the Member Systems legal and
regulatory expenses as untimely collaterd attacks on the Commission’s orders approving the ISO
OATT, and asincong stent with Commission precedent.

V.  THE COSTSASSOCIATED WITH ISO GOVERNANCE ARE PROPERLY
RECOVERABLE

20 The effort to implement the NY SO wasin direct response to federal and state policy initiatives. In Order
No. 888, the Commission directed that existing tight power pools such asthe NY PP should operate under asingle
system wide transmission tariff on an open access non-discriminatory basis. In New Y ork, the NY PSC approved a
restructuring plan that included the creation of an 1SO mechanism in its Competitive Opportunities Proceeding.
Opinion and Order Regarding Competitive Opportunities for Electric Service, Opinion No. 96-12, issued May 20,
1996 ("Opinion No. 96-12") (Case 94-E--952).

21 See, e.q., California Independent System Operator Corp., 81 FERC 161,321 at 62,479 (1997) (approximately
$200 million); See also New England Power Pool, 86 FERC /61,262 at 61,966 (1999) (accepting amendment continuing
avoting share formulafor the remaining costs relating to 1 SO restructuring efforts, including legal and consultant
costs). These costs have been estimated to be approximately $56 million.
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EPMI/Cord dso clamsthat the Commission should disallow, or set for hearing, "al codts of
the Start-up Cost Filing related to the development of the governance structures that were
included in the December 1997 filing and the October 23, 1998 settlement."?

In challenging the recovery of this portion of the Member Systems start-up costs, EPMI/Cord
has ignored wdll-settled Commission and judicid precedent. Utility expenditures are presumed to be
prudent unless a party has created a "serious doubt" as to their reasonableness? Rather than creating
any serious doubts, EPMI/Cord has smply recited the history of the Member Systems efforts to create
an acceptable governance arrangement. This hardly qudlifies asraising a serious doubt, and
EPMI/Cord has dearly falled to satify its burden of demongtrating imprudence on the part of the
Member Systems.

The Commission has never set a tandard whereby regulatory costs are only recoverableif a
proposd is adopted without modification. Not only would this lower the bar for prudency chalenges,
but it would aso set a dangerous precedent for regulated utilities, and would serve to discourage any

innovative proposas which any utility might seek to implement—such as the development of an I1SO.

2 EPMI/Coral Protest at 10.

23 See Anaheim, et a. v. FERC, 669 F. 2d 799, 809 (D.C. Cir. 1981)(acknowledging "Supreme Court precedent
for the proposition that a utility's costs are presumed to be prudently incurred"); See also Minnesota Power and
Light Co., Opinion No. 86, 11 FERC 1 61,312 at 61,645, order on reh'g, Opinion No. 86-A, 12 FERC 161,264 (1980)(only
when the party has raised a " serious doubt” that the utility acted prudently, or if thereis an independent showing of
inefficiency or improvidence, does the burden then shift to the utility to dispel those doubts); Midwestern Gas
Transmission Co., 30 FERC 161,260 at 61,543 (1985)(in the absence of evidence to the contrary, a utility's costs enjoy
the presumption that they have been prudently incurred, i.e. that they "reflect good faith and prudent management
decisions").
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Contrary to the premise underlying these protests, the Commission has aso not established a
“cookie cutter” approach with respect to 1SO governance structures.?* Indeed, Commission policy in
this area has been evolving during the entire course of the NY 1SO restructuring proceedings. While the
Member Systems had to amend certain aspects of their governance proposa before it was fully
accepted by the Commission, their revisons were dl good faith efforts to resolve difficult issues, and to
comply with developing Commission |SO-governance palicy. Initidly, the Member Systems adopted
the mode filed by the CalifornialSO. The second, filed in December 1997, was based, in part, on a
Commission-gpproved NEPOOL proposdl; the third, athough not fully approved in the April 30
Order, wasfiled as part of an October 23, 1998 settlement in response to subsequent Commission
orders with respect to both NEPOOL and the NY1SO. This settlement represented the consensus of a
wide range of interested parties. The efforts of the Member Systems ultimately resulted in a
governance structure accepted by the vast mgority of affected market participants. The find
governance proposa, which the Commission accepted on September 15, 1999,% represented a

collective achievement on an important issue critical to the timely establishment of the NY1SO.

24 In her dissent to the April 30 Order rejecting the October 23, 1998 governance settlement, Commissioner
Bailey stated that "[t]he question of independence of an I SO or other form of regional structure does not lend itself
to easy or categorical rules or formulations." See April 30 Order, 87 FERC at 61,546. The Commission echoed this
theme less than amonth later in the RTO NOPR when it stated that it was not "proposing a 'cookie cutter'
organizational format for regional transmission institutions or the establishment of fixed or specific regional
boundaries under section 202(a) of the FPA." Regional Transmission Organizations, IV FERC Stats. & Regs.
[Proposed Regulations] 132,541 at 33,686 (1999)("RTO NOPR").

25 September 15 Governance Order, 88 FERC 1 61,229.
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In sum, there is absolutdly no judtification for disdlowing the regulatory expenses incurred by
the Member Sysemsin developing its governance structure during a time when the Commisson's own
position was unsettled.

V. THE START-UP COSTS SHOULD BE RECOVERED FROM ALL CUSTOMER
LOAD WHICH BENEFITSFROM THE NYISO SYSTEM

Severd parties question the proper alocation of the NY1SO start-up costs among different
groups of customers. Rochdae asserts that its reading of Schedule 1 suggeststhat only new
transmission customers will be responsible for such costs?® Thisis not correct. The Schedule 1 charge
will be paid by al transactions that serve load (as well as exports and whedls-through).?”  Accordingly,
Rochda€'s concern regarding the aleged discriminatory way in which the NY1SO will recover its start-
up costs under Schedule 1 is unfounded.?®

EPMI/Cord dso raises acogt dlocation argument. EPMI/Cord contends that the August 25

Filing improperly imposes the NY SO sart-up costs only on those customers taking transmission

26 Rochdale Protest at 5-7.

27 See 1SO OATT, Paragraph 7B.3, Original Sheet Nos. 44-45.
28 On August 3, 1999, certain of the Member Systems filed amendments to approximately forty grandfathered
Third Party Transmission Wheeling Agreements ("TWAS") between and among the individual Members and
various third party transmission customers. One of the purposes of the August 3 Filing wasto reflect the uniform
application of several charges, including those for ancillary services such as Schedule 1. The Commission issued its
draft order accepting thisfiling subject to refund, and establishing a hearing after its September 29, 1999 Public
Meeting.
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sarvice under the OATT.? Iniits view, costs associated with the establishment of the new energy
market, such as the development of LBMP software, should also be borne by customers under the
Services Tariff. It usesthe example of a“tranamission-only” customer to demondtrate the dleged
unfairness of the Joint Proposa.

EPMI/Cord isincorrect. Fird, every customer under the Services Tariff will aso pay the
OATT Schedule 1 charge for the related transmission, unless the customer generates and consumes the
energy a its own generation bus bar. EPMI/Cord's attempt to segregate these costs among different
market participants is misguided, administratively unnecessary, and economically inefficient.® Al
transmission load benefits from al of the costs incurred with respect to the formation and the operation
of the NY1S0.3! The start-up costs were jointly incurred to create the ISO OATT and the Services
Taiff. Together, the two Tariffs are required for the operation of the NY1SO. Neither one could have

been designed independently, or could be used independently, of the other.®?> Separating costs

29 EPMI/Coral Protest at 12-14.

30 Unlikein California, herethe NY SO is solely responsible for overseeing both the transmission and services
markets. In Caifornia, there are two entities, the California | SO and the California Power Exchange Corporation
("PX"), which respectively administer the two markets. The PX isalso acompetitor of many of the participantsin the
energy markets. The need for separate cost structures in the Californiawholesale electric market isnot present inits
New Y ork counterpart.

31 Indeed, transmission customers wheeling in, out, or through New Y ork benefit substantially from the
elimination of rate pancaking for new transactions.

32 Inthisregard, EPMI/Coral's claim that the LBMP software devel opment costs should not be allocated to
OATT customers should berejected. All costsrelated to the NY SO start-up are inextricably linked, and those
relating to devel oping the LBMP market are no exception, as LBMP is the basis for the entire NY I SO transmission
pricing scheme, including the Transmission Usage Charge applicableto all OATT customers.

C:\MyFiles\schedul eoneresponse.wpd 13
1/5/00 11:30 AM - a



between the two Tariffsis not possible necessary. Indeed, it could result in an uneven distribution of
these costs across end-use customers. Hence, the proposal by the Member Systems and the NY1SO
to recover start-up and formation costs under Schedule 1 of the OATT will ensure that dl transmisson
load on the system shares equally in these costs.

By subjecting dl energy which is transmitted under the ISO OATT to the Schedule 1 charge,
the proposa guarantees that these costs will only be collected once through a modest charge which is
uniformly gpplied to every Mwh of transmisson load. Placing this charge on transmisson load in the
OATT dso avoids the possbility of cresting uneconomic incentivesto avoid the charge. Since these
are sunk cogts, it is gopropriate to recover them in a manner which minimizes effects on day-to-day
decisonsin the competitive market. Since dl load will benefit from the NY ISO-administered
transmission grid, and since dl of the start-up costs will have been incurred in developing the NY SO
gructure, it isonly fair that al load should therefore be responsible for defraying such costs®

VI.  ROCHDALE GROSSLY OVERSTATESTHE IMPACT OF POTENTIAL
FLUCTUATIONSIN MONTHLY CHARGESFOR ISO START-UP COSTS

Rochdae expresses concern regarding the fact that the NY 1SO charges for start-up costs will

3 To the extent that the Commission disagrees with the Member Systems' and the NY 1SO's position, the
question of splitting the costs between the ISO OATT and the Services Tariff can berevisited later. Whilethe
Commission directed the NY SO "to revise its funding mechanism to allocate costs for non-transmission services" in
the January 27 Order, it did not require that such arevision be made prior to the commencement of start-up cost
recovery. January 27 Order, 86 FERC at 61,215.
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“likely vary every month for those customers who pay the charges.”** Such fluctuations, it asserts, will
discourage new suppliers from entering the NY 1SO markets.

Rochdd e exaggerates the potential impact of any monthly swingsin start-up charges. As
explained in the supporting testimony of Mr. Michae M. Mackles, Controller of the New Y ork Power
Pooal, in the August 25 Filing, “the Schedule 1 charge attributable to start-up costs would be $.04/Mwh
averaged over the first year of operations.”®® The principa amount to be collected each month will, in
fact, not vary from month to month. Any potentia impact of such variation will be negligible a bes,
and should certainly not provide a disincentive for new participants to enter the N 1S0 market.*

VII. THERE ISNO NEED FOR AN EVIDENTIARY HEARING AT THISTIME

Given the Commission's prior gpprova of Schedule 1, aswell asthe Member Systems and the
NY1SO's acknowledgment that the start-up and devel opment cogts are subject to later verification, the
protests and comments do not provide a sufficient factud basis upon which the Commission should
ddlay its acceptance of the August 25 Filing. The only issuesraised at this juncture are either policy

issues, or those which can be easily resolved without the necessity of ahearing. While the individud

A Rochdale Protest at 7.
35 August 25 Filing, Testimony of Michael M. Macklesat 5.

36 Rochdale also seeks clarification regarding the NY SO’ s $2 million “ contingency” fund. Rochdale Protest at
9. First, such amountswill not be included inthe NY 1SO’ sfinal recovery, as only those costs actually incurred are
proposed to be collected. Second, this cost category is necessary given the non-profit nature of the NY SO and its
inability to tap equity capital to ease cash-flow shortfalls. Finally, the Commission routinely permits other start-up
entities, such as pipeline and hydroel ectric projects, to allow for unforeseen budget contingencies. See Northern
Border Pipeline Co., 80 FERC 61,150 at 61,610 (1997); Rivers Electric Company, Inc., 62 FERC 161,232 at 62,568
(1993).
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gart-up expenditures will be subject to further review by dl interested parties, the Commission should
not convene aforma evidentiary hearing unless and until an gppropriate factud issue israised that
cannot be resolved ether on the basis of the existing record, or in atechnica conference.
CONCLUSION
WHEREFORE, for the foregoing reasons, the Member Systems and the NY 1SO respectfully
request that the Commisson gpprove the August 25 Filing in its entirety, without modification, as
expeditioudy as possible.

Respectfully submitted,

Paul L. Giola

Elias G. Farrah

Joseph H. Fagan

LeBoeuf, Lamb, Greene and
MacRae, L.L.P.

1875 Connecticut Avenue, N.W.
Washington, DC 20009

(202) 986-8000

Of Counsd to the Member Systems
of the New Y ork Power Pool

Arnold H. Quint

Ted J. Murphy
Hunton & Williams
1900 K Street, N.W.
Suite 1200
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Washington, DC 20006
Of Counsd to the New York
| ndependent System Operator, Inc.

Dated: September 29, 1999
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CERTIFICATE OF SERVICE

| hereby certify that | have this day served by first class mail the foregoing document upon each
person who is designated on the service list compiled by the Secretary in these proceedingsin
accordance with the requirements of Rule 2010 of the Rules of Practice and Procedure.

Dated at Washington, D.C., this 29th day of September, 1999.

Joseph H. Fagan

LeBoeuf, Lamb, Greene & MacRag,
L.L.P.

1875 Connecticut Ave., N.W.

Washington, D.C. 20009

(202) 986-8000

Of Counsdl to the Member Systems
of the New Y ork Power Pool
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