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Regi onal Transm ssion Organi zations ) Docket Nos. RT01-99-000,
) et al.

NEW YORK STATE PUBLI C SERVI CE COW SSI ON' S
COMMVENTS ON SEAMS RESCLUTI ON

Pursuant to the “Notice of Request for Comments on Tineline
and Report by the Northeast |Independent System Operators on
Seans Resol ution,” issued June 18, 2002, the New York State
Publ ic Service Comm ssion (NYPSC) hereby submts its coments.

| NTRODUCTI ON_AND SUMVARY

Wi |l e pursuing the standardi zation of rules and the design
of regional markets through its Standard Market Design (SMD)
initiative, the Federal Energy Regul atory Comm ssion (FERC or
Commi ssion) has wi sely placed renewed enphasis on the resol ution
of seams issues. The New York |Independent System Operator, Inc.
(NYI SO, PIJMInterconnection, L.L.C. (PJM, and | SO New Engl and,
Inc. (ISO-NE) (collectively “Northeast |1SGCs”) hopefully will do
the sane, with a long-term goal of incorporating the best
practices fromeach region into a single energy market that,
above all else, maintains systemreliability.

Until there is a single energy market, seans issues wll

continue to exist to sone degree. Although there may be



inefficiencies that fall outside the definition of seans issues,
t he Northeast |1SGs should coordinate efforts to resolve them

The Northeast |1SOCs’ report on seans resol ution evidences
the need for coordination. Although it is a good starting
point, the report m sses several seans issues, such as through-
and-out charges, and their tinme frame for resolution. More
importantly, new seans issues may arise if each of the three
| SOs makes changes to its own market design, rules or software
wi t hout consulting the other | SGCs.

As the Northeast |SOs nove ahead with resol ution of seans
i ssues, the Conmi ssion’s involvenent with these issues is
necessary to both encourage and gui de the process and to resol ve
di sputes if and when necessary. The Comm ssion’s upcom ng
rul emaki ng on SMD coul d provide a ready opportunity to begin
such coordi nati on, address market inconsistencies, and advance
the ultimte goal of a single energy market.

DI SCUSSI ON

The Tineline and Report on Seans Resol ution
Are | nconpl ete

The tineline and report on seans resol ution, which were
presented at the June 12, 2002 FERC Session, provide an
excel l ent summary of the seans projects that have been conpl et ed
and those that are in progress. However, they do not include
all of the projects that are necessary to resolve the seans

i ssues anong the Northeast markets. W are neeting with the



NYI SO and mar ket participants to identify additional high
priority seans issues, which will be presented to FERC on
July 17. Although the final work product fromthat Market
Structures Workgroup is not yet available, we offer two
prelimnary observations.

First, one of the nost significant barriers to
interregional transaction scheduling (i.e., “through-and-out
charges,” “export” or “wheel -through charges”) does not appear
on the list of seans issues. Elimnating through-and-out
charges on individual transactions (i.e., “pancaking”) wll
allow for nore efficient trading, conmtnent and di spatch. The
Nort heast |1SQGs, however, lack the authority to unilaterally
elimnate these charges. VWhile SMD will |ikely address this
i ssue, a large anount of tine and noney nay be lost in the
interim W urge the Commssion to initiate a process to
elimnate these charges as soon as practicable, rather than
await inplenmentation of SMD.

Second, as the Northeast |SGCs pursue inprovenents and nmake
changes to their own market designs and rul es, new seans issues
may arise. The Comm ssion should ensure that any such changes

do not create new barriers or needless inefficiencies.



1. The Northeast | SOs Should Address O her
Mar ket | nefficiencies

Seans issues, as defined in the Northeast |SGCs’
presentation, are “barriers and inefficiencies that inhibit or
precl ude capacity and energy transactions across control area
boundaries.”EI This definition of seans issues, and hence
the report of the workgroup that will be presented to the
Comm ssion on July 17, focuses specifically on the renoval of
exi sting obstacles that inhibit interregional transaction
scheduling. This definition, however, does not enconpass the
br oader spectrum of market inefficiencies that result fromthe
exi stence of different markets, rules, and designs in
nei ghboring control areas. For exanple, energy pricing
practices at control area boundaries, such as the NYI SO s
nmodel i ng of each nei ghboring control area as a single proxy bus,
i ntroduce inefficiencies that inhibit econom c trading.

We believe that the first step in addressing such market
inefficiencies is to standardi ze market rules to the greatest
extent possible. 1In the process of doing so, those differences
that represent barriers to trade need to be renedied.

Simlarly, those that should be allowed to coexist, because they
represent legitimte market differences, should be identified.

Thi s anal ysis can be acconplished in the context of the

! Northeast |SOs Seans |ssue Resol ution Report, FERC Conmi ssion
nmeeti ng on June 12, 2002.



Commi ssion’s SMD initiative. Once this initiative is conplete,
a nore rational process for nmerging markets and elimnating
i nefficient boundary pricing regi nens can proceed. W encourage
the Comm ssion to expeditiously elimnate current differences
to the extent practicable and to oversee the Northeast |SGCs’
successful resolution of the remai ning market inefficiencies.
CONCLUSI ON

An updated tineline and conprehensive report on seans
resolution will be provided to the Comm ssion at its July 17
session. In the long-term the Conmm ssion’s efforts to
standardi ze markets will assist resolution of other outstanding
issues and ultimately the devel opnent of |arger markets that
i ncorporate best practices and preserve local reliability rules.
The Conmmi ssion’s gui dance and oversight with respect to both
seans issues and market design are an integral part of achieving
this goal.

Respectful ly submtted,

Lawrence G Mal one
CGeneral Counse

By: David G Drexler
Assi st ant Counsel

Publ i c Service Conm ssion
of the State of New York
3 Enpire State Pl aza
Al bany, NY 12223-1305
(518) 473-8178
Dated: July 3, 2002
Al bany, New Yor k



CERTI FI CATE OF SERVI CE

|, Naom Tague, do hereby certify that | will serve on
July 3, 2002 the foregoing Coorments 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 nail,
properly addressed to each of the parties of record, indicated
on the official service list conpiled by the Secretary in this

pr oceedi ng.

Date: July 3, 2002
Al bany, New Yor k

Naom Tague
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