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COMMENTS OF THE

ELECTRIC POWER SUPPLY ASSOCIATION

The Electric Power Supply Association
 herein files its comments on the 

New York Independent System Operator, Inc.’s (NYISO) request for an extension of its Temporary Extraordinary Procedures for Correcting Market Design Flaws and Addressing Transitional Abnormalities (Docket No. ER01-1489-000, comments due March 30, 2001); the NYISO’s Notice of Withdrawal of its October 20, 2000 filing in ER01-181-000, and requested withdrawal of all filings in ER01-181-001 (comments due March 30, 2001); and the NYISO’s proposed amendment to the Market Administration and Control Area Services Tariff that would extend the duration of bid caps in certain NYISO markets until October 31, 2002 (Docket No. ER01-1517-000, comments due April 2, 2001).

I. Approving the NYISO’s TEP and Bid Cap Extensions Will Not Mitigate New York Market Imperfections

In separate filings, the NYISO requested again to extend its Temporary Extraordinary Procedures (TEP), 
 in addition to the current bid caps in certain NYISO markets.  EPSA strongly urges the Commission to reject these additional 18-month requests.  The extensions would, in fact, delay the development of robust competitive markets and continue to allow the NYISO and other market participants to impose adverse corrections on the developing market.  Moreover, such an approval would contribute to the Commission’s mixed signals that are being sent to the consumers of New York.

EPSA supports Chairman Hébert’s dissent to the Commission’s November 21, 2000 Order extending the TEP to April 31, 2001,
 in which he noted that such retroactive price changes indeed create market uncertainty, that in turn forces suppliers from the market – an action that ultimately undermines competition and harms consumers.  In a similar vein, Commissioner Massey has expressed his awareness “that any sort of cap or intervention risks a watering down of the price signals we need for bringing about new supply and for hedging.”
  The Commission should therefore not perpetuate the TEPs, bid caps, or further encourage adverse price corrections.

While such measures may provide short-term comfort, market interventions such as bid caps have profoundly more serious consequences.  As EPSA has said in previous filings, the use of price caps or bid caps may adversely affect the market by limiting market entry, slowing the development of risk mitigation tools, and undermining demand-side response.  These are not trivial considerations; each is critical to the successful development of competitive markets.  At a time when capital is needed to attract new generation and to expand and improve the electric system infrastructure, the NYISO’s proposed actions would create uncertainty that will discourage and delay this much-needed investment.  The NYISO’s independent market advisor has also reported that the New York markets employ “the most theoretically efficient market design, and are indeed working.”
  While endorsing much of the report, EPSA remains concerned that New York’s markets are not working as well as possible.  The lack of financial trading, needed to ensure liquidity, as well as ongoing software problems, continue to limit the benefits a more competitive market could produce.  New York consumers would be better served if the Commission would allow market forces to work freely.

II. NYISO’s Notice of Its Circuit Breaker Mechanism is Inappropriate, and Should be Made in a §205 or §206 Filing

In its notice to withdrawal the October 20, 2000 filing in ER01-181-000 (in which the NYISO originally requested that its current bid cap of $1000 be indefinitely extended until such time as the NYISO was able to successfully develop, test, and implement a “superior market protective mechanism”), NYISO introduced a new automated market mitigation mechanism – or a “circuit breaker”—that would automatically default bid mitigation measures under the NYISO’s market mitigation plan.  NYISO maintains that such market mitigation measures were “previously approved by the Commission and are currently in effect,” and therefore dismisses the need to file the circuit breaker with the Commission because it allegedly falls within the NYISO’s existing market mitigation authority.  

EPSA believes the NYISO is misguided.  NYISO should not expect that its simple mention of the circuit breaker in a notice to withdrawal a bid cap proposal would be acceptable to market participants.  Moreover, NYISO should not consider the Commission’s prior approval of the ISO’s Market Mitigation Plan a green light to implement the proposed circuit breaker.  The circuit breaker, to the extent that it is an appropriate market mitigation measure and does not hinder the development of competitive markets in New York, should be filed under §205 or §206 of the Federal Power Act for review and comment.

NYISO intends to implement the circuit breaker before the summer 2001 capability period.  Given this short time period and serious nature of the circuit breaker’s consequences, it is unquestionable that such a mechanism would have significant impacts on the greater regional markets, including PJM, ISONE and IMO control areas. The Commission has long held the goals of achieving regional competitive markets.  EPSA therefore strongly recommends that the Commission require NYISO to take the appropriate steps to consider the viewpoints of all market participants in those control areas – those appropriate steps being an official §205 or §206 filing.  Failure to do so could result in serious unfavorable effects on regional markets, including potential reliability concerns.

III.
CONCLUSION

For these reasons, EPSA respectfully recommends that the Commission reject NYISO’s TEP and bid cap extension requests, as well as the proposed circuit breaker.  Such mechanisms are counterproductive in establishing competitive and efficient wholesale electric markets, and should not be encouraged.  
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� EPSA is the national trade association representing competitive power suppliers active in U.S. and global power markets.  EPSA’s members, which include power generators, power marketers and suppliers of goods and services to the electric power supply industry, share a commitment to bringing the benefits of competition to all electric customers. The comments contained in this filing represent the position of EPSA as an organization, but not necessarily the views of any particular member with respect to any issue. 


� The first NYISO TEP extension request was made in November of 1999.  The Commission has since approved extensions four additional times.


� New York Independent System Operator, Inc., 93 FERC ¶ 61,187 (2000).


� Remarks by William L. Massey, Commissioner of the Federal Regulatory Energy Commission. “Ensuring RTO Formation an Well Functioning Markets.”  Board of Directors Meeting, Edison Electric Institute. Chicago, Illinois.  September 7, 2000.


�  David B. Patton, Ph.D., New York ISO Market Advisor.  Preliminary Market Assessment of the New York Electric Markets.  Presented to NYISO Board and Management Committee.  October 17, 2000. 
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