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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

ELECTRI CTI Y MARKET DESI GN AND ) Docket No. RMD1-12- 000
STRUCTURE )

NOTICE OF INTERVENTION AND COMMENTS OF THE
PUBLIC SERVICE COMMISSION OF THE
STATE OF NEW YORK

Pursuant to the Notice of Wrkshop Organi zati on and Agenda
i ssued Cctober 5, 2001, and Rule 214 of the Federal Energy
Regul at ory Comm ssion’s (FERC or Commi ssion) rules of practice
and procedure, the New York Public Service Comm ssion (NYPSC)
hereby submits its comments. Although we regret being unable to
attend the Wbrkshop, the NYPSC remai ns supportive of FERC s
initiative to forma single northeast energy market. The NYPSC
is conmmtted to working with FERC, the state comm ssions, the
three existing I ndependent System Qperators (1SO in the
nort heast and the stakeholders to create a NERTO t hat serves the
public interest.

A Nort heast Regional Transm ssion Organi zati on (NERTO can
maxi m ze the potential efficiencies associated with |arger
mar kets. A NERTO may al so nmake nore efficient use of existing
generation and transm ssion facilities, while encouraging

devel opnment of new generation and transm ssion to best serve the



interests of the region. Utimately, a properly designed NERTO
can benefit consuners by expanding the market for conpetitively
priced generation. However, the Comm ssion should utilize
certain principles as the foundation for its efforts to maxim ze
t he advantages of a regional electricity market. Continued
local reliability rules, effective market nonitoring, an

i ndependent unbi ased governi ng body, and the best practices of

each of the three |1SGCs nust guide the Conm ssion’s actions.

I. The NERTO Must Incorporate Local Reliability Requirements
Systemreliability is of paranpbunt concern to the States.
Uninterrupted service is vital to the State econony and health
and safety of its residents. Qur experience during the blackout
of 1977 and the nost recent Wirld Trade Center disaster
reinforce the inportance of tailoring the new RTO systemto
i ncorporate both systemw de and | ocal requirenents. FERC nust
ensure that econom c pressures do not conprom se the reliable
operation of the system Thus, the states nmust have a role in
devel oping and nonitoring the electric systemto ensure the
existing high level of reliability. Mreover, until a nore
opti mal systemis devel oped, the current system for ensuring

reliability should be maintained.



II. Effective Market Monitoring Must Be In Place

It is inperative that effective market nonitoring be in
pl ace to ensure, and justify, confidence in the market. The
shared goal of expediting the inplenentation of a regional
mar ket shoul d not overshadow the need to protect consuners
during the transition. For exanple, there are | oad pockets in
New York, which require vigilant nonitoring and mtigation until
mar kets are workably conpetitive. New York has worked
diligently to develop effective mtigation neasures reflecting
t hese | ocal market conditions, which should be in place prior to
start-up of the NERTO. The NYPSC has substantial resources to
assist the Commission in this effort and wel cones the

opportunity to do so.

III. An Independent and Unbiased Governing
Body Must Lead the NERTO

There should be a single, independent governing body that
receives effective input fromall stakehol ders, while
mai nt ai ni ng the i ndependence to act in the public interest. The
NERTO Board of Directors (Board) nust have the independence to
file additions or revisions to the NERTO s governi ng docunents,
such as tariffs and market rules, pursuant to Federal Power Act
8205. These filings should be an unfettered right of the Board,

not predi cated on stakehol der approval. |In addition, the Board



must be represented by an equal nunber of nenbers fromthe
existing 1SCs to prevent bias toward the practices of one | SO
at the potential expense of the other 1S0Cs. A Board conprised
of i ndependent nenbers unassociated with the existing |SCs wll

achi eve the necessary inpartiality and i ndependence required.

IV. The Essential Best Practices Must Be
In Place Prior To Start-Up

A Board fully enpowered to act by the three northeast
regions nust identify the “best practices” fromeach market so
that uniform regional rules can be in place as expeditiously as
possi bl e, consistent with the needs to maintain reliability and
account for |ocal market conditions. W believe that the
essential best practices of each of the three 1SGs nust be in
pl ace prior to NERTO start-up. The NERTO nust incorporate such

best practices in inplenenting a regional market.

V. There Must Be Substantial Coordination Between
RTOs And The States

Bui | ding a NERTO based on the above principles will instill
confidence in a regional whol esale market. State regulators
have a long history in overseeing that the public interest is
mai nt ai ned. Consequently, state regulators nmust be able to
provi de i ndependent input to the RTO, which reflects their

responsibilities in siting of generation and transm ssion,



ensuring local reliability and effective market nonitoring, and
protecting the interests of consuners. To that end, the
Nor t heast Conmmi ssioners will be neeting in Philadel phia during
t he NARUC neetings to devel op a proposal for the State role in
i npl enmenting the NERTO

Respectful ly submtted,

Lawrence G Mal one
CGeneral Counse
By: David G Drexler
Assi st ant Counsel
Publ i c Service Comm ssion
O the State of New York
3 Enpire State Pl aza
Al bany, NY 12223-1305
(518) 473-8178
Dat ed: Novenber 1, 2001
Al bany, New York



CERTI FI CATE OF SERVI CE

|, Naom Tague, do hereby certify that | will serve on
Novenber 1, 2001, the foregoing Notice of Intervention and
Comments of the Public Service Comm ssion of the State of New
York by depositing a copy thereof, first class postage prepaid,
in the United States mail, properly addressed to each of the
parties of record, indicated on the official service |list

conpiled by the Secretary in this proceedi ng.

Dat e: Novenber 1, 2001
Al bany, New York

Naom Tague



