UNI TED STATES OF AMERI CA
FEDERAL ENERGY REGULATORY COWMM SSI ON

KeySpan- Ravenswood, | nc. ) Docket No. ELO1-50-000

NOTI CE OF | NTERVENTI ON AND
PROTEST OF THE NEW YORK STATE
PUBLI C SERVI CE COW SSI ON
Pursuant to Rule 214 of the Conmi ssion’s Rul es of
Practi ce and Procedure, the Public Service Conm ssion of the
State of New York (NYPSC) hereby submts its Notice of

Intervention and Protest in the captioned proceeding.

Copi es of all docunents and correspondence shoul d be

sent to:
Law ence G Ml one, Ronal d Li berty, Director
CGeneral Counsel Federal Energy Intervention
Publ i c Service Conm ssion Ofice of Electricity
of the State of New York and the Environnent
Three Enpire State Pl aza New York State Departnent

Al bany, New York 12223-1350 of Public Service
Three Enpire State Pl aza
Al bany, New York 12223-1350
KeySpan- Ravenswood, Inc. (KeySpan), in a Conplaint
filed on March 8, 2001, asks that the Comm ssion accept pro
forma tariff sheets for the New York |ndependent System Qperator
that woul d all ow nerchant generators to net station power

consuned at generation facilities against their generation

out put, even when a facility is not operating. The Comm ssion,
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however, recently addressed the netting issue when it considered
tariffs filed by the PIM Interconnection, LLC (PIM.?

In the PIM Order, the Comm ssion rejected KeySpan's
theory — that “negative generation” consunmed to supply station
use when a generation facility is not operating nmay be netted
agai nst generation produced when the facility is operating. The
Comm ssion found that service supplied by a state-regul ated
utility to a generator is a retail service subject to State
jurisdiction.?

Because the relief KeySpan requests in its Conplaint
conflicts with the Comm ssion’s decision in the PIM Order on the
PIMtariffs, the Conplaint should be rejected. In any event,
there are distinctions between PJM and NYI SO operati ons t hat
woul d require additional revisions to KeySpan’s proposed tariffs
before they coul d be accepted.

ARGUMENT

KeySpan'’ s Proposed Tariff Revisions
Conflict Wth the Commission’s PIJM O der.

According to KeySpan, its proposed tariffs would
enabl e a merchant generator to net the station power it uses to

operate its generation facility agai nst generation actually

! Docket No. ER00-3513-000, 94 FERC 161, 251 (March 14, 2001)(PJM
Order).

2 94 FERC 961, 251, Slip Opinion, pp. 27-32.
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supplied in the NYlI SO whol esal e market, even at tinmes when the
generation facility is not operating. KeySpan characterizes the
el ectricity consunmed when a facility is out of service as
“negative generation” that nay be subtracted from generation
produced by a facility when it is operating. KeySpan enphasizes
that its proposed tariffs, providing for the netting of
"negative generation," are "patterned after those adopted in
PIM "3

In the PIM Order, however, the Comm ssion required PIJM
to file revised tariffs. Accordingly, KeySpan' s proposed
tariffs should not be accepted at this tine.

1. Even if Revised, the PUIMTariffs Are
| nappropriate for Use in the NYI SO

In the PIM Order, the Conm ssion also rul ed that
mer chant generators could net station use at an out-of-service
generation facility agai nst generation produced at other
facilities a nmerchant generator owns.? The Conmi ssion reasoned
that when a generator netted station use at one facility agai nst
production from another generating resource it owed at a renote
| ocation, it was self-supplying station power and there was no

ener gy sal e.

® Conpl aint, p. 4.
4 94 FERC 961, 251, Slip Opinion, pp. 19-21.
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The Comm ssion justified this analysis on the grounds
that it was:

consistent with the FPA, will better ensure conparabl e

treatnment, and will address the concerns of the

mer chant generators that some vertically-integrated

utilities are favoring their owm or affiliated

generating facilities to the conpetitive disadvant age

of merchant generators.®
The Comm ssion was concerned that integrated utilities may
reduce costs for their affiliated generation by netting station
use for them while denying netting to merchant generators.® The
potential for this formof anti-conpetitive behavior is absent
fromthe state-w de NYI SO whol esal e mar ket .

In contrast the the PJM whol esal e market, where nost
PIMutilities are vertically integrated, alnost all of the
formerly-integrated NYISO utilities have already sold nost of

their generating assets. The process for selling nost of the

few remai ning significantly-sized generation assets conti nues.

5 94 FERC 161,251, Slip Opinion, p. 25.

¢ Rehearing or clarification of this determ nation may be needed,
because it m ght be inconsistent with the FPA or the

Comm ssion’s Order in Pronoting Whol esal e Conpetition Through
Open Access Non-Discrimnatory Transm ssion Services By Public
Utilities, Docket No. RW5-8-000, Order No. 888, 97 FERC 931, 781
(1997). The United States Suprene Court has agreed to hear
NYPSC s appeal of the Conmi ssion’s assertion of jurisdiction in
Order No. 888 over retail transmssion. By this filing, NYPSC
is not waiving its appeal of any jurisdictional issue in any

pr oceedi ng.

-4-



Docket No. ELO1-50-000

Unli ke the PIM narket, it does not appear that there is the
potential in the overall NYISO market for anti-conpetitive
behavior fromintegrated utilities that reduce costs for their
own generation through netting while denying that mechanismto
mer chant gener at ors.

Mor eover, the Comm ssion declined to decide one issue
in the PIM Order that affects KeySpan and nany ot her New Yor k
mer chant generators. As the Conm ssion analyzed it, sone
generating stations may be incapable of self-supplying station
power because of their particular interconnection
configurations, and so would be ineligible for the option of
sel f-supply through netting agai nst other renote generators
bel onging to the sanme entity. The Conmmi ssion found it coul d not
decide this factual issue on the pleadings before it.’

KeySpan’ s proposed tariffs do not address this issue.
Those tariffs should not be accepted until KeySpan denonstrates
it is eligible for the self-supply option, if such an option is
deenmed warranted for NYI SO s circunstances.

CONCLUSI ON

KeySpan' s Conpl aint, proposing tariffs that provide
for the netting of “negative generation” against generation

facility output, should be rejected, because the relief

7 94 FERC 161,251, Slip Opinion, p. 26.
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requested conflicts with the Conm ssion’s decision in the PIM
Order. Moreover, because there are distinctions between PIJM and
NYI SO KeySpan's proposed NYISO tariff would require further

revi sions beyond those directed in the PJM O der.

Respectful ly submtted,

Law ence G WMal one
General Counse

Leonard Van Ryn

Assi st ant Counsel

Publ i c Service Comm ssion of
the State of New York

Three Enpire State Pl aza

Al bany, New York 12223-1350

Dat ed: March 28, 2001



