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Deur Acting Chair LaFleur:

T am writing to request that tie Commission rule on two related petitions pending hefore
the Commission that are of significam importance to the New York Independent System
Operator, Inc.’s (* N‘fib{]‘s"l capacily markets, The first petition is the NYISO's Request far
Partial Reconsideration' of the Lummlssmn s Order” rejecting & proposed phase-in of the pnct
impacts for the new G-J L-:n.aht} The second is the NYISO'S Requesi for Limited Refiearing”
af the Commission’s Order” rejecting the NYISQ's proposed phase-in of the priee impacts of the
ICAP Demand Curve for the G-I Tocality.

A prampt Commission ruling on the phase-in requests is important to provide the NY IS0
und its stakeholders’ confidence that New York's ICATP markets will function equitably and free
from umeerlinty over the next three years to ensure that adequare resources are available to
protect reliability.

While the NYISO continues to believe that implementing the G-J Locality will send
efficient price signals, enhance reliability, and serve the host interests of New Yorkers, we
remiin coneerned about the short-term retail price impacis on consumers. A numher ol affecled
parties, notably the New York State Public Service Commission (PSC) and Central Hudson Gas
& Electric Corp. ("Central [ludsen™), have previously described and quantified their concerns
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ahout the retail rate impacts ol lmplementing the G-I Locality.” Both the PSC and Central
Hudson have cautioned against causing “rate shock™ for retail customers who will vlumately
bear the cost of zapacity price increases. Numerous public officials have also registered their
concerns that the price impucts of implementing New York's new capacity zone will adversely
affeet retail customers over the short tlerm,

As reeently as April 21st, Central Hudson, which serves a mujority of the retail
customers in New York's Luwer Hudson Valley, estimated that residential retail bills would
incrense by about 6 percent this summer as a result of the immediate implementation of the new
G-1 Locality. For industrial customers, Central Hudson estimates the increase would be about 10
percent © These increases come on the heels of unusually high energy prices caused this past
winter due to extreme westher and nutural 2as shortages in the northeast United States, which the
Commission is actively investigating. While the NYISO is commitied to administering efficient
wholesale electricity markers, it cannol simply ignore retail rate impacits that flow from the
wholesale markets,

As noted in prior pleadings, the NYISO believes that phasing m (he G-l Locality price
increases over thice years can be accomplished in a bulanced and equiable manner that will not
interfere with long term price signals needed (o aitrael new investment 1n capacity and retain
exisling resources required to maintain reliability. A properly structurcd phase-in would not
discourage the invesimant in and entry of new resources, hecause, as the NYISO has previously
explained, there is a relatively long lead time for comstruction of new generation.”
Notwithstanding a phase-in, the proper market signal would be in pluce when new units are
expected to come on line.” Moreaver, the NYISO does not believe that the phase-in would
prompt existing resources needed for relinhility 1w exit the market.'"" Dven wilh a phase-in,
generator capacity revenues would still increase beginning o the summer of 2014 and rise
turther 1 the summer of 2(115.

The NYISO's request for a phuse-in is not novel - the Comunssion sceepted a similar
phase-in of the original ICAP Demand Curves in 2003 10 ameliorale mlepayer impacts.'’
Further, the Commission has traditionally aceepled rate treatments designed o preserve rate
stability and avoid abrupt rate increases.
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¥ Thers are several projects i Lower Hudson Valley, novad m the NYISO's Inerconnaction Cueue
Qi fw ww.nviso.comipablic/inurkets_operationsfsersicesiplinmngfidogumentyfindes.jsp), that are expecied 0
enler the market as.carly ay 201718

¥ Public informarion indicates that au least wwo faciliies i the | ower Hudson Villey, the Dauskammer
plunt und Bowlire, are planning to re-enter the market over the next several years,
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As the Commission recently acknowledged:

The Commission’s statutory mandale under the FPA entails protecting consumer
interests, which includes protecting consumers and the marker from excessive
capacity prices, sudden, significant capacity price increases, and the impacts of rate
shock. Thus, the Commission must consider these somewhat competing principles in
its approach here. Indeed, it has long been established that “the fixing of “just and
reasonable’ ralcs. involves a balancing of the investor and consumer infirests.™' >

It is difficult to reconcile the abnve principles with the Commission’s previous rejection of
NYISO's proposed phase-in to protect consumer inlervsis.  After the unprecedented energy
prices New Yorkers experienced this winter, the need to ameliorate abrupt capacity rale increases
seemns even more imperative.

Finally, | note that the NYISO markels require regulatory cerainty to funiction optinully,
Markel cerlainty cannot be achieved while the NYISO's pending requests tor a phase-in remain
unresalved. Therefore, 1 respectfully request that the Commmission act promptly 1o achieve an
equitable result for consumers and 0 resolve any uncertainty hat may adversely affect
reliability.

Very tuly yours,. -
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Stephen G. Whitley ™0
President & CLO

[ Commissioner Philip D, Mocller
Commissioner John R, Norris
Commissioner Tony Clurk
Michscl Budee
Cregory Berson
A Coclirane
Fignasa Gadani
Merris Margolis
Michuel MeLuugalin
David Moceacff
D] Mowak

" New England Pover Generators Assoctatinn, Tae. v. INO-New England, lov. 196 FERC 1 61,039 (2014)
8t P32, quoting FPC v Hope Natural Gos Co,, 320 115, 591, 603 (1944)



CERTIFICATE OF SERVICE
I hereby certify that I have this day served the foregoing document upon each person
designated on the official service list compiled by the Secretary in this proceeding in accordance
with the requirements of Rule 2010 of the Rules of Practice and Procedure, 18 C.F.R. §385.2010.

Dated at Rensselaer, NY this 23 day of April, 2014.

/s/ Joy A. Zimberlin

Joy A. Zimberlin

New York Independent System Operator, Inc.
10 Krey Blvd.

Rensselaer, NY 12144

(518) 356-6207



