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 Thank you, ______.  It's an honor to serve on this panel with such distinguished 
and respected colleagues, as well as Chairman Afonso. 
 
 There is obviously no more important topic of discussion for electric utility 
regulators than reliability.  The uninterrupted supply of electricity is critical to the 
economic vitality of the states and, ultimately the nation; and it is equally critical to the 
health and safety of the public.  As critical of a topic as it is, one of the hardest parts of 
the job of regulator is to remind customers, and even policy makers, not to take the 
reliability of the electric system for granted.   
 
 I would have thought that following the 2003 blackout, we would have been 
focusing our efforts on trying to dissuade policy makers from implementing legislation 
that did not directly address the causes of the blackout.  To a large extent, that did not 
happen.  In fact, it was not until the passage of the energy bill this year that we received 
mandatory national reliability standards, which I think had a great deal of support from 
regulators and industry experts prior to the blackout and became a mantra following the 
blackout.  There is no guarantee that mandatory reliability standards would have 
prevented the 2003 blackout or that they will prevent future blackouts, but it is a step in 
the right direction to impose minimum standards for reliability on all utilities given the 
interconnection of the grid from state to state and the reliance of the nation's economy on 
electricity. 
 
 But, if there is any silver lining to the occasional blackout it is that each one 
teaches us a lesson and generally results in improvements to the way we regulate, operate 
and plan for the expansion of the grid.  As a result of the investigation after the 1977 
outage, New York developed a set of reliability criteria unique among the 50 states and 
these standards are critical to the reliability of New York City.  These reliability criteria 
take into account the importance of maintaining service to a population in New York City 
that is reliant on electric power for everything from safe transportation to lighting and air 
conditioning, and elevators to name just a few.  The criteria also recognize how 
dependent the state's economy is on a continuous, uninterrupted supply of power.  These 
criteria were preserved and maintained throughout the transition to a restructured industry 
with the establishment of the New York State Reliability Council, a board made up of 
transmission owners, market participants and unaffiliated members to set reserve 



requirements, establish and refine reliability rules, and monitor compliance with those 
rules.   
 
 As a result of these efforts, the New York State electric system is the most reliable 
system in the country, and we work to maintain the highest standards of reliability.  
However, while New York reliability criteria are mandatory for New York electric 
corporations and the NYISO, that is not necessarily the case for all other parts of the 
country.  As evidenced by the 2003 blackout, the interdependence of regional power 
grids leaves us susceptible to disruptions and problems emanating from events outside of 
our jurisdiction.  To minimize this susceptibility, the Public Service Commission has 
supported mandatory national reliability standards provided that we can retain the right to 
implement higher standards than might be required by the federal government, largely 
out of recognition of the unique needs and circumstances of New York City.  As I 
mentioned earlier, the recently passed federal energy includes provisions for mandatory 
reliability requirements and, much to our satisfaction, allows for New York to retain 
standards that are higher than those required of other states.  We look forward to working 
with interested stakeholders to implement these requirements. 
 

{pause} 
 
 The blackouts of 1965 and 1977 prompted New York State to develop and 
implement reliability standards for New York City and New York State that generally 
exceed those found anywhere else in the nation.  We have continued to build upon these 
standards over time to respond to changes in the industry and ensure continued reliability.  
Some of the rules unique to New York State include: 
 

 Requirements for the Con Edison transmission system to operate as if the first 
contingency has already occurred when thunderstorms are within one hour of the 
system or are actually being experienced.  This is known as the “Thunderstorm 
Watch” procedure; and  

 Requirements for certain duel-fuel generators to switch from gas to fuel oil when 
electric load levels exceed specified thresholds. 

 
 Of course, the 1965 outage was also the impetus for the formation of the North 
American Electric Reliability Council, or NERC.  While New York maintains its own 
mandatory reliability standards, NERC coordinates voluntary reliability standards on a 
regional basis, through regional reliability councils, and enables the reliable operation of 
interconnected bulk electric systems by facilitating information exchange and 
coordination among reliability service organizations.  This system has worked fairly well 
but was only as good as the weakest link in the system.  I think the 2003 blackout 
reinforced the need to impose some minimum reliability threshold to ensure there is no 
longer a weakest link.  
 
 The 2003 blackout has yet to result in any wholesale changes in the way the 
industry is regulated, although we are eager to see how the mandatory reliability 
requirements evolve.  Since that blackout, however, "deregulation" has become a 



common topic of discussion in reports assessing the reasons behind the outage.  It is 
claimed that in New York State and elsewhere, "deregulation" left utilities and market 
participants with no incentives to invest in new transmission facilities, resulting in 
transmission lines that are overloaded, congested, and strained.  The facts as we know 
them today do not support that conclusion as it fails to recognize that the transmission 
and distribution systems continue to be regulated and that declines in transmission 
investment, in New York State anyway, are largely the result of locating generation 
facilities closer to end users.   
 
 In many respects, generation and transmission are interdependent and, to some 
degree, interchangeable.  By that I mean, carefully sited generation facilities or 
investments in demand reduction can offset the need for transmission investments.   So, 
while there may be congestion on some of the transmission lines, mitigating that 
congestion does not necessarily require investments in transmission, but may also include 
investments in generation or demand reduction.   
 
 As an example of how this is happening in New York, the state has certified the 
construction of several generation facilities in downstate areas to locate generation 
sources closer to demand.  We have also established conditions that encourage the use of 
distributed generation and developed demand side management programs for reducing 
on-peak usage.  The State has a strong interest and record in investing in energy 
efficiency, distributed generation, and demand reduction.  These investments can 
represent an effective and efficient substitute for investments in transmission upgrades or 
new transmission facilities. 
 
 It should also be noted that the term "congestion" itself is often misunderstood.  
Transmission congestion does not mean that transmission lines are overloaded or that the 
system is operating beyond its design capability.  Congestion simply means that the lines 
transporting electricity from one region to another are effectively operating at full 
capacity.  It is an economic issue, not a reliability issue, and congestion could be relieved 
through more generation in load pockets or through more transmission capacity into load 
pockets.  Congestion serves to send pricing signals to developers and market participants 
who respond to those signals with investments in new generation, new transmission, or 
demand reduction.  The generation and transmission projects either approved or proposed 
in New York State to date have effectively responded to those pricing signals. 
 
 Following the 2003 blackout, many critics pointed to statements from the New 
York Independent System Operator that there is congestion on the transmission grid in 
New York and investments and upgrades to the grid would alleviate that congestion.  
While there is transmission congestion in New York State, that congestion leads to higher 
energy costs, not power supply interruptions.  Investments to alleviate congestion would 
help to reduce energy prices, but not without increased costs for transmission delivery.  
The fact that congestion exists on New York's grid does not mean the grid is unreliable.  
It simply means that lines in congested areas are effectively operating at full capacity 
during peak periods.  It is evidence only of the fact that there may not be enough 
transmission to take advantage of the lowest cost generation capacity.   



 

 Something that many people fail to recognize is that congestion also has the 
ability to move around on the grid.  In 1992, the Central East interface in New York State 
was congested only about 4 percent of the time.  By 1996, due largely to changes in 
purchasing patterns, that same interface was congested about 70 percent of the time.  By 
2000, with no new investment or reinforcement of the transmission system, congestion on 
this interface had dropped down to about 40 percent of the time.  While there may still be 
economic reasons to upgrade this area of the system, clearly the economics have changed 
over time.  Solutions for a "70 percent congestion" problem could be quite different from 
a solution for a "40 percent congestion" problem.  A lot of transmission investment could 
have potentially been thrown at this "congestion problem" in 1996, but by allowing the 
market to address the congestion issue first, we can make a more responsible analysis of 
the need for an upgrade.   
 

 There is clearly a need to identify any weaknesses in the transmission system and 
develop solutions to reinforce the system and we have taken significant steps toward that 
end in New York State.  But, that needs to be done in a systematic and coordinated way.  
Working with the NYISO and its numerous market participants, we have developed a 
reliability planning process that attempts to take advantage of market forces to implement 
solutions to economic and/or reliability concerns on the system.  The plan calls on the 
NYISO to identify long-term reliability needs for the system – looking out five to ten 
years at a time.  Should the NYISO identify any reliability concerns, the plan encourages 
market participants to step in with solutions, shifting the risk for these types of 
investments from the ratepayer to the market.  Staff at the PSC would be responsible for 
reviewing the merits of these proposals to help ensure that any projects moving forward 
will adequately address the problem it is designed to address.  If, however, no market-
based solutions materialize, the affected utility would be responsible for issuing an RFP 
that is open to all solutions – transmission, generation or demand side management.  The 
best project or projects that come in would be implemented with a level of assurance to 
the utility that it will be capable of recovering costs. 
 
 Finally, I expect that we will soon be issuing a report on the restoration of power 
following the August 2003 blackout.  Our staff has worked closely with the 
U.S./Canadian task force that was assembled to report on the causes of the blackout 
immediately afterwards.  We also issued our own report that indicated that New York's 
power grid performed as it was designed; confirmed that New York did nothing to 
contribute to either the cause of the blackout or its impact throughout the region; and 
even examined the performance of the telecommunications network in New York State 
throughout the event – resulting in recommendations for increased backup power to 
telecommunications facilities and improved call completion by the wireless industry 
during periods of higher call volume that inevitably occurs following emergency 
situations.  Most notably, our inquiry concluded that there was no warning to New York 
utilities or the NYISO as to the magnitude of the problems occurring in Ohio that might 
have allowed them to take steps to prevent New York's grid from being affected.  Despite 
everything we do know about the blackout, we continue examine the restoration of power 



in New York State and will soon issue a report on that effort, which was spearheaded by 
the NYISO with a great deal of coordination and cooperation from the New York market 
participants as well as our neighbors in PJM and the NPCC. 
 
 Again, I want to thank you for inviting me to participate in this meeting.  I would 
be happy to answer any questions you may have. 




