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C~ARUE8 E. ~t4UIMER 
NEW vg~ (  

  natc 
WASHINGTON, DC 20E10 

Au~lust 12, 2008 

~ANI(IN (l 

JU[~C~RY 

Chairman Joseph T. Kellih~ 

Fedmd Eamgy ltelkn~t ~ Cammiuie~ 
888 First Stzcct, NE 
Wuhingtoa, DC 20426 

Dear Cha/rm4m ~ ,  

I am w r i t 8  to requeet tl~t the Fede~  EneqW ]P, egulatozy CommiM/~ C~..RC) 
immediately md pemumeafly doee t loophole throuSb which * 8roup ofbuye~ and 
sellers ofpowe~ in New Y~k State's enersy mm'keU have l~Oflted ~ y .  while 
i ~  on cmtm to comuma"m sad m u n k i ~ t i m .  It ~ criticM thst FERC quiddy take a 
cloee., lu~rd look at tbe~ Irad/n8 pt-mcticam ~o d c t c n a ~  hew t b ~  we~ w.bieved rand 
whether eay u n ~  dece~v©, or even cz'iminmJ mctios was revolved. 

Whil© d~ N ~  York I ~ l q ~ l ~  S ~ m t  ~ (NYISO) l ~  ~ ~o ~ ~ 

"upl i~ fern have eoJt eox~nm~em - .  much m $ ! 25 miIlie~ ia April lad May of this yem- 
alone, and u mm~ u $240-290 milliee overMl, l~ t lnenao~ it appea~ ~Dal this Lx~i~e 
may have p~yed at leut apart in New Ymken apikin8 utility bill & uwel l  u the record 
b~ls ~ccd by mmy muniap~ ¢k~dc u~Li~. Givm ~h~ m~guJmd¢ o~c¢onam~ impw~ 
these lradinlt pncti~m aRpcar to have caumed, it i~ imperafiv© that I~RC detezmix~ ~e  
exie~ to which they ere to blame end if monetary ~ c~n or athould be ~ t e d  
from the pmtim involved. 

A~cenlin8 t ea  I~y  21'* filing with FERC by the NYISO, b e s i n ~ 8  in Jmmary of thi~ 
yetr oee or • 8~oup ofmmzket Im~dpamta b e p n  to w.hedule d x ~ t e m  and i n ~ e e t  
mutes for tranamimion betwe~ mtmtee. Direct ~ betweea two poiata - 
principally from New York to either Pe~nsylvmmia or New Yeney - were *'sent" on a 
rmm~boet ceenc t im purportedly wo,,ld Irmvel trouad Lake ~ trmmpotl~ power 
throegh Ontm~, Middgam mad Ohio and ~ , ,  bark to the intended deatinaxim~ 

practice of  ~uKhdia 8 power cm circuitom route* re'mind Lake Erie w'm not w.cceLy 
decepti~, but also ¢ ~ l y  to Nesv York and in deflmc¢ of  the bn~¢ lawm of  ph3MeJ. The 
ecenemic motive for ~ px'~ti~ , p p e m  to be ev~lin8 fee* m ~ i a t e d  with sendin8 
l~wef  over ~ dim3t lines betwecn New York end New Jersey for which thae is 
a more costly tnmsacdon fee. 

pt.E.~te RII~8~,~ Y~I Tt~e F~.4t,ov~ Ne ~qq4m: 
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However, while ~ ¢l~ming one ailcg~ tad ~ u ~  com~ for ~rammi~on, the 
elev-tr~ty waa a~mlly Uaveltng on the most d i ~  path between two poin~ via the 
abeady eongested porlal that should require the payment of  a t r a~a~on  fee. The 
NYISO o1~m~om dq~na~ ~ ~ B0% oft~ pow~ flow odginat~ in New 
Yodk rout t e n n i n a ~  in the PJM u:rvi~e territory (eomprledng all or po~ioum of 17 States 
iaeludin 8 Penn~vamia mad New Jmmey) Ir~v~led over the direr iala:rfm~ 
coemecfion betwee~ New York and New Jersey, regardlem of how individuals 

Th/s m~ms ~ tl~ ~ m m  m a ~  p a ~ c i p a ~  w,ae sending the/r powea thnmgh d~e 
mo~ expendve ~md ~nge~a~! ~onidom, but not ptyiall the fees Hke evm'yone eJ~. 
mechanism d/d no~jmt a/low ~em m a~oid pa~ ~ fee,, but m/so mmm~ the power 

gremlins a hi lua bectu , u pmicipm  
the vohm~e ofpow~" flow on the ¢~nga~xl inl~'fac~, the ~ for power would ~, 

mdding to the ts~fits of~he sellen. 

p r o f l ~  a few hmd~m~ly, the ummounc~  pow~ f lowi~ owx ~ds portio~ of 
the l r m ~ u ~  8rid i~!  ~x~sRl ~m'iou~ imp~l~ on N~w Yo~k r a ~ p ~ .  

Ua,t~ C ~ r ~ -  The a d ~ h a l ~  ov~ ~ u i t o u s  p*e~ ~ u , e x p e ~  c~Se~mn on 
trtmnnim'm linm the cost of  which is not m~n'butable to s 1~a'dcular m~dket pmicipam. 
Then, hs the Day-Ahead Market, the NY~O ~ fo~:d  ~o increase c c ~ , c ~ m  ~ a ~  to 
all mu~ of the interfit~ "I'hat cre.a~ "uplift" ia pzir~ for all custom~, the burden of  
which is pssuxl m ~  Io r e s i d ~  ou cmnnu~isl m~s.  

C ~  l t ~  S k o ~ . :  The ~tISO ~ ~ammiaion ~ Conu~m 
(TCLD ~+tm ownmz of mu,mai~on that ndy ca fully ufitizing t h ~  eapadty. Thee  
oon1~+Iz ca= provid~ a benefit to ¢onmmumm because, when cqmmity b maximized, tlm 
Iransmimdon owners pay a Ca~it back to tludr m~tomen mzkr ,m ~ t  wilh 
NYISO. However. if  they mmnot colkct rents from all ~ who are using the lines - 
beewm u~ne e~: pilll~Cbac~g for f~ee - a ~ ¢aedit is given. DC En~gY, a 
pauay ~o ~his ca~ with FI~C ~ n a ~  ~n~ con~stion ~mt ~xn~l l s  has cost cm=um~a 
on the ordm' of  $40 million sia~e the beginning of 2008. 

Ceer~ G,e~emat, o..: With oougeJdio~a clouin8 up ~ m a  truer, uttilitiet carmot-sly 
oe buying cheap power and mm,t ramp up ukmP.ly ScherZo-. In ubese inalwmem the 
NYISO pays a prmmium to ~rBJtom to Im~ily mzpply powea wlz:n ~ ~ ~ ~ 
in t]mmgh Iraammmion- This ~tpensivc fix iz. allZin+ prosed on directly Io the ccomzme+. 

The NYISO's ~llin~ w/th FF.~C give a smq~1ot ofju~ how lucar~ve this pram~c~ wu 
to the ~ .  and crafty to ¢onmamerL The NYISO h~ ~ tha~ on ik~y 26, 2008 
ov~ 2000 MegaWmm (MW) w~ sd~luled on'd~ d~u/tu~ Lake Fmc 
rout©: traveling to w~rn New York before ~t~ing Ontario, rhea the 
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Mktwe~ Independent S~ t=n  Operatm- via Mickigan ~ d  Ohio and d~ea back to FJM 
in New Jeney or Pemmylvm~i,- ~ to their malym, on thi, day alooe, $800#00 
in uFlitt and c~q38e~on fern was atm'lmmble ~o this ~adin8 l m ~ c e .  

As mentioned c~q~:, it is my ~ g  that the NYESO is still wm~u8 to de te rm~ 
tim cumulative c ~  of throe trading lxacticm. However, the mq~lmt of  its colt on a 
t ~ , ~  d ~  ~ t ~  m ~ n i t t ~  of  im i m p e l  r=fdm~tm on tim cost 
of decq~ve eL, u~itom ~ ~ov= a wlde n m ~  b~t m all e m ~ e l ~ b l y  l ~ k  ~ 
Energy caleulam~ dmfitoes ~hedulin8 cost New York $240 million. Suez believm the 
m s t w u  S125 million in April msd Msy alon~. Othen~ hsve put the cmt uhish ~S290 
million, If 'thc 'p~cticc exilded before J~tt try 200~, it cotdd be evem high~ ~el~ these 
e~tim~m. 

These co~, hil tm right a/home. In Wmale New YeA, m~ll c~ies like P~b~ 
Rouses Point md ~ Lak= have been hit with exofoitant uplia fees flora NYISO, 
hundreds of thousands of dolls~ in excem of what they mmdly psy. 

Whih the relstion between thee  tradin8 practio~ and the dmm~¢ rise in energy ~ 
has not beqm fully dmnoMUated, whe~ the NYISO sh~ down 8 ctmuitous scheduling 

~! Jldy 21, ~00~ it iS my ~mdmttadia8 ~mt they nomd a pre~ipit0us 
defame in eonseaim corn in the first week alone. 

Sc~edul~ enezgy along circuitoua padre appean to have spiked betwem April and June 
2008, bet it is emin:ly earJetr i f  it ~ em-lier, but on a more limited bmi~ These 
pm~icee raise a hint of qumtiem that FEI~C must am~v~. It iJ absohtdY caiti~! that 
FERC determine exs~ly v, eao has bern m~#n8 in these Pnu:dccs; for how fang hzve 
they have bern o~cunin~ and how much it ires ~ New York omagmnere and 
~ ' ~  ~ in cost o f  living - e ~ d l y  spiking mergy ~ c e *  - u e  
buffeting conmncm on all sides; the bottom linc is that New Yot, ids e~=gy commmers 
need FERC to be the cop on the best ~o make an'e they al'e nol being ril~ped offbY m ~  
e~m'gy u'aden involved in deceptive practice*. 

F ~ h e n ~  FERC tho~ld m t  5mit e z  w.ope of eaei~ inquirY. It must i n v e a q m  
wheth~ echednli~ practic4m m'e the role reamu for m~Mtm~dly incremed Immmis~on 
charge; if it is a partial reame; or ffthere sure ~ pr~ices  coeaib~in& as well. 

In the NYISO'z filing they identified 8 ¢it~cuitom routes that they would have curtailed 
scheduling on mul are addag for FBRC to pemumently abut them down- NYISO hu 
pnsemptivdy taken this step, but needs FBRC to take tction fur final appmvtl. I woald 
u k  t tm yoa not o~y heed their reqeeet but pmaetivcly look to idmdfY othe~ P a ~  that 
traden ~ # t  attempt to use in the feture to ~=ne the marke~ 

Finally, by tome accounts, it eplmars that a balldful ofmalket pafticipalttl fomut s legal 
method to e~ploit the market In response NYISO has soeght to elimimtte 
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meclumitm. Howeve=. it mna/ns u~lear whether th=m ndle~ ~ted within ~b¢ f~u 
~ of the law. Givcm tho n~tude of the imlm~ they lind on New York mtepaye~ I 
believe afall and ~ g h  i~ves~g~a  is eslled for: 

Thm~ ~ u  ~or yoxu comid~a~m c~'this mat~.  I hope ~nat the Comm~sioa ~m quiokly 
on pmmmen~ closins these l ~ b l  and ckceptlve cir~itous pm~ m~d seda to idmti~ 
is any ~ w u  involved in the a-admg pr~tice enat resulted in massive corn 
bon~ by N~w York consum~ and muni©ipxlities. 

SMca~ly, 

~ I¢~  F.. 

U.S. S ~  


