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Direct Dial: (516) 545-5586
April 15, 1999

BY FEDEX

Honorable Debra Renner

Acting Secretary

New York State Public Service Commission
Three Empire State Plaza

Albany, NY 12223-1350

Re:  Case 98-G-0122 - Proceeding on-Motion of the Commission
to Review the Bypass Policy Relating to the Pricing of Gas
Transportation for Electric Generation

Dear Acting Secretary Renner:

Enclosed for filing are 25 copies of a petition of the Brooklyn Union Gas Companies for
rehearing of one provision of the Commission’s March 17, 1999 Order in the above-referenced
proceeding.

All parties on the attached service list have been served with copies of the enclosed
petition.

. - Verytruly yours,

oLt O, Ui

Richard A. Visconti

Attorney For

The Brooklyn Union Gas Company

and KeySpan Gas East Corporation d/b/a
Brooklyn Union of Long Island

RAV:jc
Enclosures
[L-G0122.RAV]

cc: All Parties



SERVICE LIST - CASE 98-G-0122

John Howe Northern Research & Engineering Corp.
American Superconductor Corp. Attn: Jay Johnson

.

2 Technology Drive
Westborough, MA 01581

S. Peter Baldwin
President

Northern Research & Engineering Corp.

39 Olympia Avenue
Woburn, MA 01801-207

Shailendra Suman

~ Director, Micro-Turbine Project

PSEG Marketing
499 Thorral Street, 9th Floor
Edison, NJ 08837-223

Richard Logue

Group Lender, Key Accounts
Boston Gas Company

201 Rivermoor Street
Boston, MA 02132

Marc Richter, Esq.

Consolidated Edison Company
of New York, Inc.

4 Irving Place, Room 1815-S

New York, NY 10003

Robert Shaw, President
Arete Corp.

P.O. Box 1299

Center Harbor, NH 03226

Robert J. Glasser, Esq.
Gould & Wilkie, Attys. for

Central Hudson Gas & Electric Corp.
One Chase Manhattan Plaza - 58th Floor

New York, NY 10005-1401

32 Exeter Street
Portsmouth, NH 03801

Gregory A. Banhazl
Sithe Energies, Inc.
37th Floor

450 Lexington Avenue
New York, NY 10017

Frederick Whitaker
International Fuel Cells
195 Governors Highway
P.O. Box 739

South Windsor, CT 06074

Jerry Montrose

NYC Energy Group, L.P. &
SEF Cogen Corp.

1041 Third Avenue, 2nd Floor
New York, NY 10021

Rich Rathe

Manager

Caterpillar, Inc.

Southworth Regional Office
175 Powder Forrest Drive
Weatogue, CT 06089

William F. Henze II, Esq.

Jones, Day, Reavis & Pogue

599 Lexington Avenue, 33rd Floor
New York, NY 10022

Susan T. Covino, Esq.
Enron Corp.

P.O. Box 453

Belle Mead, NJ 08502



David S. Langer

Beveridge & Diamond, P.C.

477 Madison Avenue - 15th Floor
New York, NY 10022-7380

Wendy B. Warren, Esq.

King & Spaulding

1185 Avenue of the Americas
New York, NY 10036-4003

Amy Davis, Esq.

Huber, Lawrence & Abell, Attorneys
605 Third Avenue -27th Floor

New York, NY 10158

Skip Moss

Energy Performance Services, Inc.
292 Main Street

Cold Spring, NY 10516

F. Frank Lyman, Esq.

Cogen Energy Technology, L.P.
1902 River Road

Castleton on Hudson, NY 12033

Thomas R. Casten
President

Trigen Energy Corp.

1 Water Street

White Plains, NY 10601

Plug Power, L.L.C.
968 Albany Shaker Road
Latham, NY 12110

John L. Carley, Esq.

Senior Counsel

Orange & Rockland Utilities, Inc.
One Blue Hill Plaza

Pearl River, NY 10965

Robert M. Loughney, Esq.

Couch, White, Brenner, Howard &
Feigenbaum, LLP

540 Broadway - P.O. Box 22222
Albany, NY 12201-2222

Peter R. Smith, Program Director
Energy Analysis

NYS Energy Research & Dev. Authority

Corp. Plaza West
286 Washington Avenue Extension
Albany, NY 12203-6399

Barbara M. Tillman

Senior Vice President
Grenadier Realty Corp.
1230 Pennsylvania Avenue
Brooklyn, NY 11239

John W. Dax, Esq.
Cohen, Dax & Koenig, P.C.
90 State Street - Suite 1030
Albany, NY 12207

Salim Qureshi, P.E.

Director of Technical Services
Starrett at Spring Creek

155 Elmira Loop

Brooklyn, NY 11239

J. Robert Daggett, Esq.
Coppola Ryan McHugh
Capital Center Building
99 Pine Street

Albany, NY 12207

Richard B. Miller, Esq.
Cohen, Dax & Koenig, P.C.
90 State Street - Suite 1030
Albany, NY 12207



R. Douglas Frazier

Energy Policy Analyst

NYS Dept. of Economic Development
One Commerce Plaza

Albany, NY 12245

Craig M. Indyke, Esq.

Read and Laniado, LLP

25 Eagle Street

Albany, New York 12207-1998

GE Power Systems Global Communications
Attn: Frank Skubello

One River Road, Bldg 36, Rm 3W
Schenectady, NY 12345

Carol E. Murphy

Executive Director

Independent Power Producers of NY, Inc.
291 Hudson Avenue

Albany, NY 12210

Michael J. Fogarty

Town of Newburgh

20-26 Union Avenue Extension
Newburgh, NY 12550

Howard A. Fromer
Director, Regulatory Affairs
Enron Corp.

130 Washington Avenue
Albany, NY 12210

Arthur R. Upright

Assistant Vice President

Cost & Rate and Financial Planning
Central Hudson Gas & Electric Corp.
284 South Avenue

Poughkeepsie, NY 12601-4879

Noelle M. Kinsch

LeBoeuf Lamb Green & Macrae
One Commerce Plaza, Suite 2020
Albany, NY 12210

Marcia Collier

Manager, Revenue & Cost Eval. dept.

Niagara Mohawk Power Corp.
300 Erie Blvd West
Syracuse, NY 13202

Brian T. Fitzgerald, Esq.

LeBoeuf, Lamb, Green & Macrae
One Commerce Plaza - Suite 2020
99 Washington Ave

Albany, NY 12210-2820

David L. Prestemon, Esq.
Naec, Inc.

126 N. Salina St, Suite 400
Syracuse, NY 13202

Stephen A. Berger

Principal Economist

State Consumer Protection Board
5 Empire State Plaza

Suite 2101

Albany, NY 12223-1556

M. Margaret Fabic, Esq.

Chief Counsel & Energy Delivery
Niagara Mohawk Power Corp.
300 Erie Boulevard West A-3Law
Syracuse, NY 13202-4250

Jeffrey Schnur

Director of Energy Policy

NYS Dept. of Economic Develop.
One Commerce Plaza - Rm 910
Albany, NY 12245

Sharon A. Gaines
Treasurer

St. Lawrence Gas

P.O. Box 270

33 Sterns St.

Massena, NY 13662-0270



Dan Desmond

President

Sustainable Systems Research
1303 Whearland Avenue
Lancaster, PA 17603

Steven R. Adams

Manager - Gas Pricing

New York State Electric & Gas Corp.
4500 Vestal Parkway East

P.O. Box 3607

Binghamton, NY 13902-3607

Michael W. Reville, Esq.

National Fuel Gas Distribution Corp.
10 Larayette Square 17th Floor
Buffalo, NY 14203

R. Skip Horvath

Executive Vice President
INGAA

10 G Street, NE - Suite 700
Washington, DC 20002

Stanley W. Widger, Jr., Esq.
Nixon, Hargrave, Devans & Doyle
Clinton Square, Suite 1300

P.O. Box 1051

Rochester, NY 14603-1051

Randall S. Rich

Bracewell & Patterson, L.L.P.
2000 K Street, NW - Suite 500
Washington, DC 20002-1872

Westinghouse Science & Technology Center
1030 Beulah Rd.
Pittsburgh, PA 15235

Kevin J. Lipson

Hogan & Hartson, LLP

555 13th Street, NW
Washington, DC 20004-1109

Allan Casanova

Director - Strategic Marketing
Westinghouse Electric Company
1310 Beulah Road

Pittsburgh, PA 15235

Richard Brent

Solar Turbines Inc.

818 Connecticut Avenue, N.W. #600
Washington, DC 20006

Timothy Merrill, Jr., President
Competitive Energy Strategies Company
Penn Center West

Building 4, Suite 200

Pittsburgh, PA 15276-0104

Stephen L. Teichler

Duane, Morris & Heckscher LLP
1667 K Street, NW, Suite 700
Washington, DC 20006-1608

Craig G. Goodman, Esq.

The National Energy Marketers Assn.
3220 N. Street, NW - Suite 338
Washington, DC 20007

Hagler Bailly

Attn: Jean-Louise Poirier

1530 Wilson Boulevard - Suite 900
Arlington, VA 22209

Bruce A. Hedman

Vice President, Consulting Onsite Energy
1010 Wisconsin Avenue - NW

Suite 340

Washington, DC 20007

Daniel A. Weekley, Mgr.
Government Affairs

CNG Transmission Corp.
445 W. Main Street
Clarksburg, WV 26301-0405



Donald Glenn David Ball, Director

President Energy Utilization Programs

Fuel Cell Engineering Corp. Battelle

1634 Eye Street, NW - Suite 900 505 King Avenue

Washington, DC 20008 Columbus, OH 43201

Lee Willis Brian White

ABB Systems Controls Columbia Gas Transmission Corp.
1021 Main Campus Drive 12801 Fair Lakes Parkway
Raleigh, NC 27606 P. O.Box 10146

Fairfax, VA 22030-0146
J. Gordon Pennington, Esq.

ANR Pipeline Company Sya A. Ali, Director
2000 M Street, NW - Suite 300 Advanced Industrial Program
Washington, DC 20036 Allison Engine Company

P. O. Box 420 U05
Elliot Energy Systems Indianapolis, IN 46206
Attn: John Holbrook
2901 SE Monroe Street. Dennis Achgill
Stuart, FL 34997 Program Manager

Allison Engine Company
Bruce Mckay P. O. Box 420 0-08
Consolidated Natural Gas Indianapolis, IN 46206
1819 L Street NW, Suite 900
Washington, DC 20036 Ron Malloy

Commercial Business Manager
Sheri Cook Rockwell Automation
Manager of Business Development 1201 S. 2nd Street
Sonat Power Systems Milwaukee, WI 53204
1900 Fifth Avenue North
Birmingham, AL 35203 Norbert Osborn

Allison Mobil Power Systems
Ed Varno 2925 W. Minnesota Street
Sales Manager Indianapolis, IN 46241
Elliott Magnetek Power Systems, Inc.
669 Natchez Trace Drive Gerald Denotto, Esq.
Lexington, TN 38351 Indeck Energy Services, Inc.

’ 600 North Buffalo Grove Road - Suite 300

H. Bertraum Wilson Buffalo Grove, IL 60089
Senior Project Developer
Constellation Energy Source Robert A. Kramer T
111 Market Place, Suite 530 Manager - Technical Support «
Baltimore, MD 21202 Northern Indiana Public Servic:

801 East 86th Avenue
Merrilville, IN 46410



Thomas Augspurger, Esq.
MC2

701 East 22nd Street
Lombard, IL 60148

Gordon Gerber

New Product & Strategic Planning Manager

Caterpillar, Inc.
3701 State Road - 26 East A24E
Lafayette, IN 47905

Emmitt House

MC2

701 East 22nd Street
Lombard, IL 60148-3287

Michael J. Armiak

ANR Pipeline Company
500 Renaissance Center
Detroit, MI 48243-1902

Mark Siira

Director of Business Development
Kohler Power Systems

Generation Division MS 072

444 Highland Drive

Kohler, WI 53044-154

Paul Cannestra

Waukesha Engines

1000 West St. Paul Avenue
Waukesha, WI 53188

Henry R. Linden

Max McGraw Professor

Ilinois Institute of Technology
MC PH-135, 10 West 33rd Street
Chicago, IL 60616-379

Luc Piessens

General Manager
Wisconsin Gas

626 E. Wisconsin Avenue
Milwaukee, WI 53202

Caterpillar, Inc.
Attn: John Swanson
P. O.Box 610
Peoria, IL 61615

Lonny E. Townsend, Esq.

The Williams Companies, Inc.
One Williams Center, 40th Floor
Tulsa, OK 74101-9567

Joseph Wyzik

Manager - Business Development
El Paso Energy

P. O. Box 2511

Houston, TX 77252-251

Jay Hopper

Director - Energy Services
KN Services

370 Van Gordon Street

P. O. Box 281304

Denver, CO 80228-830

W. Colin Harper

Cogen Technologies, Inc.
711 Louisiana - 33rd Floor
Houston, TX 77002-2716

Gary Nakarado

Director of Utility Strategies
National Renewable Energy
1617 Cole Boulevard
Golden, CO 80401-924

Tstewart & Stevenson

Attn: Thomas Richardson
4101 Harrisburgh Boulevard
Houston, TX 77003

Jeff Whitham, P. E.
President

Encorp

P. O. Box 269
Windsor, CO 80550



Kiris Errickson, Regulatory

Duke Energy Trading & Marketing LLC
10777 Westheimer, Suite 650

Houston, TX 77042

Frank Spasaro

Southern California Gas Company
Box 3249

Los Angeles, CA 90051

Randy M. Holstlaw

Panenergy Power Services, Inc.
10777 Westheimer - Suite 975
Houston, TX 77042

Mark Skowronski

Product Marketing Manager
Alliedsignal Power Systems, Inc.
2525 West 190th Street
Torrance, CA 90504

Carmon Andrioli, Vice President
Columbia Energy Group

1330 Post Road Boulevard, 20th Floor
Houston, TX 77056

Melissa Robinson, Director of Strategic
Marketing

Capstone Turbine Corp.

18700 Oxnard Street

Tarzana, CA 91356

Joseph E. Ramsey
Senior Vice President

Stone & Webster Management Consultants

1430 Enclave Parkway
Houston, TX 77077

Dave McShane
Capstone Turbine Corp.
18700 Oxnard Street
Tarzana, CA 91356

[TACARR\98G0122.5L]

Tod O’Connor

Corporate Representative
Edison Technology Solutions
6040 N. Irwindale Avenue
Azusa, CA 91702

Keith Davidson

Vice President

Onsite Energy Corp.

701 Polmar Airport Road - Suite 200
Carlsbad, CA 92009

George Hay, President

Collaborative Advanced Gas Turbine
42 Sunrise Lane

Lafayette, CA 94549

Joseph Iannucci, Principal
Distributed Utility Associates
1062 Concannon Boulevard
Livermore, CA 94550

Mark Tinkler

Program Manager

Ontario Hydro Technologies

800 Kipling Avenue - KR273
Toronto, Ontario Canada M8Z5S4



STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

X
Proceeding on Motion of the Commission

to Review the Bypass Policy Relating to : Case 98-G-0122
the Pricing of Gas Transportation for
Electric Generation

REQUEST FOR REHEARING
OF
THE BROOKLYN UNION GAS COMPANIES

Richard A. Visconti

Attorney for

The Brooklyn Union Gas Company and
KeySpan Gas East Corporation

d/b/a Brooklyn Union of Long Island
175 East Old Country Road

Hicksville, New York 11801

Dated: April 15, 1999



Westinghouse Science & Technology Ctr.

1030 Beulah Rd.
Pittsburgh, PA 15235

Steven R. Adams
Manager-Gas Pricing

NYS Electric & Gas Corp.
4500 Vestal Parkway East
PO Box 3607

Binghamton, NY 13902-3607

Carmon Andrioli

Vice President

Columbia Energy Group
1330 Post Oad Boulevard
20th Floor

Houston, TX 77056

Thomas Augspurger, Esq.
MC2

701 East 22nd St.
Lombard, IL 60148

David Ball, Director

Energy Utilization Programs
Battelle

505 King Ave.

Columbus, OH 43201

Stephen A. Berger

Principal Economist

State Consumer Protection Board
5 Empire State Plaza

Suite 2101

Albany, NY 12223-1556

Paul Cannestra
Waukesha Engines

1000 West St. Paul Ave.
Waukesha, W1 53188

Dennis Achgill

Program Manager
Allison Engine Company
PO Box 420 0-08
Indianapolis, IN 46206

Sya A. Ali, Director
Advanced Industrial Program
Allison Engine Company

PO Box 420 UOS
Indianapolis, IN 46206

Michael J. Armiak

ANR Pipeline Company
500 Rennaissance Center
Detroit, MI 48243-1902

S. Peter Baldwin

President

Northern Research & Engineering Corp.
39 Olympia Ave.

Woburn, MA 01801-207

Gregory A. Banhazl
Sithe Energies, Inc.
450 Lexington Ave.
37th Floor

New York, NY 10017

Richard Brent

Solar Turbines Incorporated

818 Connecticut Ave., NW #600
Washington, DC 20006

John L. Carley, Esq.

Senior Counsel

Orange & Rockland Utilities, Inc.
One Blue Hill Plaza

Pearl River, NY 10965



Allan Casanova

Director - Strategic Marketing
Westinghouse Electric Company
1310 Beulah Rd.

Pittsburgh, PA 15235

Marcia Collier

Manager, Revenue & Cost Eval. Dept.

Niagara Mohawk Power Corp.
300 Erie Blvd. West.
Syracuse, NY 13202

Susan T. Covino, Esq.
ENRON Corp.

PO Box 453

Belle Mead, NJ 08502

Charles A. Daverio, VP
Energy Exchange Group
d/b/a Brooklyn Union
175 East Old Country Rd.
Hicksville, NY 11801

Amy Davis, Esq.

Huber, Lawrence & Abell
605 Third Ave.

27th Floor

New York, NY 10158

Dan Desmond

President

Sustainable Systems Research
1303 Wheatland Ave.
Lancaster, PA 17603

M. Margaret Fabic, Esq.

Chief Counsel & Energy Delivery
Niagara Mohawk Power Corporation
300 Erie Boulevard West A-3 LAW
Syracuse, NY 13202-4250

Thomas R. Casten
President

Trigen Energy Corporation
1 Water St.

White Plains, NY 10601

Sheri Cook

Manager of Business Development
SONAT Power Systems

1900 Fifth Ave. North
Birmingham, AL 35203

J. Robert Daggert, Esq.
Coppola Ryan McHugh
Capital Centerl Building
99 Pine St.

Albany, NY 12207

Keith Davidson

Vice President

Onsite Energy Corporation
701 Polmar Airport Rd.
Suite 200

Carlsbad, CA 92009

Gerald Denotto, Esq.

Indeck Energy Services, Inc.
600 North Buffalo Grove Rd.
Suite 300

Buffalo Grove, IL 60089

Kris Erickson

Duke Energy Trading & Marketing, LLC

10777 Westheimer
Suite 650
Houston, TX 77042

Lynn Ferry

The Williams Companies, Inc.
One Williams Center

20th Floor

Tulsa, OK 74101-9567



Brian T. Fitzgerald, Esq.

LeBoeuf, Lamb, Greene & MacRae
One Commerce Plaza

99 Washington Ave., Ste. 2020
Albany, NY 12210

R. Douglas Frazier

Energy Policy Analyst

NYS Department of Economic Development
One Commerce Plaza

Albany, NY 12245

Sharon A. Gaines, Treasurer
St. Lawrence Gas

PO Box 270

33 Sterns St.

Massena, NY 13662-0270

Gordon Gerber

New Product & Strategic Planning Manager
Caterpillar, Inc.

3701 State Rd.

26 East A24E

Lafayette, IN 47905

Robert J. Glasser, Esq.
Gould & Wilkie

One Chase Manhattan Plaza
56th Floor

New York, NY 10005-1401

Craig G. Goodman, Esq.

The National Energy Marketers Assoc.
3220 N. St, NW

Suite 338

Washington, DC 20007

W. Colin Harper

Cogen Technologies, Inc.
711 Louisiana

33rd Floor

Houston, TX 77002-2716

Michael J. Fogarty

Town of Newburgh

20-26 Union Ave. Extension
Newburgh, NY 12550

Howard A. Fromer, Director
Regulatory Affairs

ENRON Corp.

130 Washington Ave.
Albany, NY 12210

Wayne Gardner

PECO Energy Co.
61-A2

965 Chesterbrook Blvd.
Wilmington, DE 19807

Jill Girard
Administrative Assistant
Distributed Energy
Unicom Resources, Inc.
1919 Swift Drive
Chicago, IL 60523

Donald Glenn, President
Fuel Cell Engineering Corp.
1634 Eye St., NW

Suite 900 :
Washington, DC 20008

Steven Hall

Waukesha Engine Division
7310 Ritchie Hwy. 316
Glen Burnie, MD 21061

George Hay, President

Collaborative Advanced Gas Turbine

42 Sunrise Lane
Lafayette, CA 74549



Bruce A. Hedman

Vice President, Consulting
Onsite Energy

1010 Wisconsin Ave., NW
Suite 340

Washington, DC 20007

John Hotbrook

Elliot Energy Systems
2901 SE Monroe St.
Stuart, FL 34997

Jay Hopper

Director - Energy Services
KN Services

370 Van Gordon St.

P.O. Box 281304

Denver, CO 80228-830

Emmitt House

MC2

701 East 22nd St.
Lombard, IL 60148-3287

Joseph [annucci, Principal
Distributed Utility Associates
1062 Concannon Blvd.
Livermore, CA 94550

Mr. Jay Johnson

Northern Research & Engineering Corp.

32 Exeter St.
Portsmouth, NJ 03801

Robert A. Kramer

Manager - Technical Support
Northern Indiana Public Service Com.
801 East 86th Ave.

Merrilville, IN 46410

William F. Henze, 11, Esq.
Jones, Day, Reavis & Pogue
599 Lexington Ave.

331d Floor

New York, NY 10022

Randy M. Holstlaw
Panenergy Power Srvices, Inc.
10777 Westheimer

Suite 975

Houston, TX 77042

R. Skip Horvath
Executive Vice President
INGAA

10 G St., NE

Suite 700

Washington, DC 20002

Mr. John Howe

American Superconductor Corporation
2 Technology Drive

Westborough, MA 01581

Craig M. Indyke, Esq.
Read & Laniado, LLP
25 Eagle St.

Albany, NY 12207-1998

Noelle M. Kinsch, Esq.

LeBoeuf, Lamb, Green & MacRae
One Commerce Plaza

99 Washington Ave., Ste. 2020
Albany, NY 12210

Mark Kuntz

Vice President

Unicom Distributed Energy
1919 Swift Drive

Chicago, IL 60523



David S. Langer

Beveridge & Diamond, PC
477 Madison Ave.

15th Floor

New York, NY 10022-7380

Kevin J. Lipson, Esq.

Hogan & Hartson, LLP

555 13th St., NW
Washington, DC 20004-1109

Robert M. Loughney, Esq.
Couch, White, Brenner, Howard
& Feigenbaum, LLP

540 Broadway, POB 2222
Albany, NY 12201-2222

Ron Malloy

Commercial Business Manager
Rockwell Automation

1201 S. 2nd St.

Milwaukee, W1 53204

Dave McShane

Capstone Turbine Corporation
18700 Oxnard St.

Tarzana, CA 91356

Jerry Montrose

NYC Energy Group, LP &
SEF Cogen Corporation
1041 Third Ave.

2nd Floor

New York, NY 10021

Carol E. Murphy
Executive Director

Independent Power Producers of NY, Inc.

291 Hudson Ave.
Albany, NY 12210

Henry R. Linden ‘

Max McGraw Professor
Ilinois Institute of Technology
MC PH-135

10 West 33rd St.

Chicago, IL 60616-379

Mr. Richard Logue

Group Lender, Key Accounts
Boston Gas Company

201 Rivermoor St.

Boston, MA 02132

F. Frank Lyman, Esq.

Cogen Energy Technology, L.P.
1902 River Rd.

Castleton on Hudson, NY 12033

Bruce McKay
Consolidated Natural Gas
1819 L St., NW

Suite 900

Washington, DC 20036

Timothy Merrill, Jr., President
Competitive Energy Strategies Co.
Penn Center West :
Building 4, Suite 200

Pittsburgh, PA 15276-0104

Skip Moss

Energy Performance Service, Inc.
292 Main St.

Cold Spring, NY 10516

Gary Nakarado

Director of Utility Strategies
National Renewable Energy
1617 Cole Blvd.

Golden, CO 80401-924



Tod O'Connor

Corporate Representative
Edison Technology Solutions
6040 N. Irwindale Ave.
Azusa, CA 91702

J. Gordon Pennington, Esq.
ANR Pipeline Co.

2000 M St., NW

Suite 300

Washington, DC 20036

Jean-Louise Poirier
Hagler Bailly

1530 Wilson Blvd.
Suite 900

Arlington, VA 22209

David L. Prestemon, Esq.
NAEC, Inc.

126 N. Salina St.

Suite 400

Syracuse, NY 13202

Joseph E. Ramsey

Senior Vice President

Stone & Webster Management Consultants
1430 Enclave Parkway

Houston, TX 77077

Michael W. Reville, Esq.

National Fuel Gas Distribution Corp.
10 Lafayette Square

17th Floor

Buffalo, NY 14202

Thomas Richardson
Tstewart & Stevenson
4104 Harrisburgh Blvd.
Houston, TX 77003

Norbert Osborn

Allison Mobil Power Systems
2925 W. Minnesota St.
Indianapolis, IN 46241

Luc Piessens

General Manager
Wisconsin Gas

626 E. Wisconsin Ave.
Milwaukee, W1 53202

Plug Power, LLC
968 Albany Shaker Rd.
Latham, NY 12110

Salim Qureshi, P.E.
Director

Starrett At Spring Creek
155 Elmira Loop
Brooklyn, NY 11239

Mr. Richard Rathe

Manager

Caterpillar, Inc.

Southworth Regional Office
175 Powder Forrest Drive
Weatogue, CT 06089

Randall S. Rich, Esq.
Bracewell & Patterson, LLP
2000 K St., NW

Suite 500

Washington, DC 20002-1872

Marc Richter, Esq.

Consolidated Edison Company of NY, Inc.
4 Irving Place

Room 1815-S

New York, NY 10003



Melissa Robinson

Director of Strategic Marketing
Capstone Turbine Corporation
18700 Oxnard St.

Tarzana, CA 91356

Suman Shailendra

Allied Signal Distributed by
Energis Resources, Inc.

80 Park Plaza

Edison, NJ 08512

Robert Shaw, President
ARETE Corp.

P.O. Box 1299

Cener Harbor, NH 03226

Scott G. Silverstein, Esq.
Hogan & Hartson, LLP

555 13th St., NW
Washington, NY 20004-1109

Frank Skuvello

GE Power Systems Global Communications
One River Rd.

Bldg. 36, Rm. 3W

Schenectady, NY 12345

Frank Spasaro

Southern California Gas Company
Box 3249

Los Angeles, CA 90051

Stephen L. Teichler, Esq.

Duane, Morris & Heckscher, LLP
1667 K St., NW

Suite 700

Washington, DC 20006-1608

Jeffrey Schnur

Director of Energy Policy

NYS Department of Economic Development
One Commerce Plaza

Room 910

Albany, NY 12245

Suman Shailendra
Director
Micro-Turbine Project
PSEG Marketing

499 Thorrall St., 9th FI1.
Edison, NJ 08837-233

Mark Siira

Director of Business Development
Kohler Power Systems

Generation Division MS 072

444 Highland Dr.

Kohler, WI 53044-154

Mark Skowronski

Product Marketing Manager
Alliedsignal Power Systems, Inc.
2525 Wet 190th St.

Torrance, CA 90504

Peter R. Smith

Program Director

NYS Energy Research and Dev. Authority
Corporate Plaza West

286 Washington Ave. Ext.

Albany, NY 12203-6399

John Swanson
Caterpillar, Inc.
PO Box 610
Peoria, IL 61615

Barbara M. Tillman

Senior Vice President
Grenadier Realty Corporation
1230 Pennsylvania Ave,
Brooklyn, NY 11239



Mark Tinkler

Program Manager

Ontario Hydro Technologies

800 Kipling Ave. - KR273
Toronto, Ontario Canada M8Z5S4

Arthur R. Upright
Assistant Vice President
Cost & Rate & Financial Planning

Central Hudson Gas & Electric Corp.

284 South Ave.
Poughkeepsie, NY 12601-4879

Richard A. Visconti, Esq.
Assistant General Counsel
Long Island Lighting Company
175 East Old Country Rd.
Hicksville, NY 11801

Daniel A. Weekley, Manager
Government Affairs

CNG Transmission Corp.
445 W. Main St.

Clarksburg, WV 26301-0405

Brian White

Columbia Gas Transmission Corp.
12801 Fair Lakesk Pky.

PO Box 10146

Fairfax, VA 22030-0146

Stanley W. Widger, Jr., Esq.
Nixon, Hargrave, Devans & Doyle
Clinton Square, Suite 1300

PO Box 1051

Rochester, NY 14603-1051

H. Bertraum Wilson

Senior Project Developer
Constellation Energy Source
111 Market Place

Suite 530

Baltimore, MD 21202

Lonny E. Townsend, Esq.

The Williams Companies, Inc.
One Williams Center, 40th Floor
Tulsa, OK 74101-9567

Ed Vamo

Sales Manager

Elliott Magnetek Power Systems, Inc.
669 Natchez Trace Drive

Lexington, TN 38351

Wendy B. Warren, Esq.

King & Spaulding

1185 Avenue of the Americas
New York, NY 10036-4003

Mr. Frederick Whitaker
International Fuel Cells
195 Governors Highway
PO Box 739

South Windsor, CT 06074

Jeff Whitham, P.E.
President

ENCORP

PO Box 269
Windsor, CO 80550

Lee Willis

ABB Systems Controls
1021 Main Campus Drive
Raleigh, NC 27606

Joseph Wyzik

Manager - Business Development
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

X
Proceeding on Motion of the Commission

to Review the Bypass Policy Relating to : Case 98-G-0122
the Pricing of Gas Transportation for

Electric Generation

REQUEST FOR REHEARING
OF
THE BROOKLYN UNION GAS COMPANIES

Pursuant to Section 3.7 of the Commission’s regulations, 16 N.Y.C.R.R. Section 3.7, The
Brooklyn Union Gas Company and KeySpan Gas East Corporation (together the “Brooklyn
Union Gas Companies”) request the Commission to reconsider one aspect of its March 17, 1999
Order in this proceeding (the “March 17 Order”)--the prohibition on individually negotiated gas
transportation contracts with affiliated electric generators.

In addition to the standard gas transportation tariff, the March 17 Order provides that
“generators would be free to negotiate terms and prices that would differ to reflect bypass
opportunities as well as operational flexibilities.” (March 17 Order, p. 4.) However, the Order
also concludes, “neither the rate nor any related matters (including, but not limited to, rate
structure modifications and levels of interruptions) will be the subject of negotiation with any
affiliated entity.” (Id., Appendix 2, p. 5.) Therefore, the Local Distribution Company (“LDC”)
and its generating affiliate are denied the economic benefits that may be available through

individually negotiated gas transportation agreements.



The Commission’s new prohibition is unnecessarily draconian in that it needlessly
(1) denies the LDC opportunities, (ii) diminishes competition, and (iii) deprives LDC-affiliated
electric generators of their economic value in spite of the fact that sufficient statutory and

regulatory protections exist already to preclude competitive harm from such affiliate contracts.

I Denying LDC-affiliated Generators the Ability to Negotiate Individualized
Contracts Will Deny Them the Ability to Compete; Thereby, Harming the
Generation Affiliate, the LDC, and Consumers.

The availability of individually negotiated gas transportation contracts to certain electric
generators but not to LDC affiliates could present those affiliates with a significant competitive
disadvantage. Today, gas transportation agreements with electric generators vary because of
differences in operating characteristics of each generator, the needs of each generator’s customers
and\or steam host (if a cogenerator), and the system characteristics of each LDC. Some
generators may be able to accept a higher level of interruptibility because of their emission
efficiency, accessability of environmental credits, or storage capability. These characteristics are
driven by several factors beyond a generator’s control that may differ from site to site, such as
environmental or zoning restrictions. For the same reasons, other generators may need a lower
level of interruptibility than 30 days. Whereas 30 days is a reasonable standard, it would be
merely coincidental that this level would be ideal for any individual generator. The ability to
negotiate interruptibility other than the standard 30 days is an important option to enable
generators to optimize the economics of their units.

Similarly, a generator may be in a position to provide an LDC with peaking service

(either or both upstream or on the LDC’s system) for which a rate discount would be



appropriate.' The offering of on-system peaking service at appropriate rates and charges
provides the LDC and its firm customers with a valuable gas supply asset used to further ensure
system reliability. And, based on the particular characteristics of the generator and the abilities
of the LDC, value added services such as balancing, meter reading, maintenance, or others would
be in the economic interests of both the generator and the LDC. The inability to negotiate such
value-added service denies the LDC, its customers, and the affiliate important business options.

Flexibility in the term of the contract also has been an important factor to generators. Ifa
generator is limited to a five-year gas transportation term, the project becomes less attractive to
financiers, fuel suppliers, and customers who may require a greater assurance of long-term
commitment (such as cogeneration hosts).

There are numerous examples where both the LDC and the generator can benefit through
contract flexibility. Denying that flexibility will impose an economic burden on both the LDC
and the generator. Moreover, where only the LDC’s affiliate has this burden, a competitive
market will ensure that the burden makes the affiliate generator uncompetitive.

In addition to the importance of flexibility to the operational requirements of generators,
it is also important to avoid bypass by new generating units of LDC affiliates. Knowing that
they are at a competitive disadvantage within an LDC’s service territory, LDC-affiliated
generators are likely to locate new projects elsewhere--to the disadvantage of the LDC, its
customers, and the State and local municipalities within the service territory. Consumers

generally will also be hurt because competition is diminished by the elimination of a competitor,

'Although it is the Commission’s policy for gas utilities to exit the merchant function,
until that is accomplished peaking service will be required for sales service and, afterwards,
peaking service may continue to be required for reliability purposes.
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particularly one that is highly experienced and skilled in providing safe and reliable service. It
has generally been the Commission’s policy to allow utility affiliates to compete--as with energy
commodity marketing and appliance repair. To deny negotiated agreements will essentially
reverse that policy here. The result will be that the ultimate Commission goal of a robust free
gas marketplace will be set back by the elimination of a viable competitor.

In sum, the Commission’s prohibition on negotiated gas transportation agreements for
affiliated generators will strip those generators of their existiné economic value and deny LDC
affiliates the ability to offer generation within the LDC’s service territory. Such a Draconian
measure should only be resorted to where otherwise unavoidable--here alternative protections of

the competitive market make this policy unnecessary.

IL. There Already Exist Sufficient Protections to Preclude an LDC From Favoring its

Generation Affiliate.

First, the March 17 Order itself provides sufficient protection against the prospect of an
LDC favoring any generator, including an affiliate, by requiring that each negotiated contract “be
filed with the Commission along with a full justification for the negotiated rates and terms.”
(March 17 Order, Appendix 2, p. 5.) The Commission insists on making such information
publicly available via tariff addenda: “Otherwise, parties attempting to negotiate contracts can
never be sure that they are offered similar rates, terms, and conditions as other similarly situated
customers.” (Id.) The Order provides no explanation as to why such protection against
discrimination among generators does not offer sufficient protection against discrimination when
the contracted-with generator is an LDC affiliate. Although the economic incentive to
discriminate in a favor of an affiliate is clear, the Commission’s disclosure policy recognizes that

4



this is not uniquely an affiliate concern--there may be incentives for the utility to provide
preferential terms and conditions to non-affiliates as well and, therefore, the terms and conditions
of all negotiated contracts must be made public. Such public disclosure is sufficient to reveal
any discrimination and afford the opportunity of a remedy whether the transportation contract is
with a non-affiliate or an affiliate. In fact, the affiliate disclosure is certain to attract more
scrutiny and be a more certain deterrent to unjust discrimination.

Second, the major New York utilities have adopted Commission-approved codes of
conduct that specifically address affiliate transactions. The prospect of gas transportation to
affiliated electric generators was clearly before the Commission and all interested parties when
those codes of conduct were adopted. The protections in the codes were considered then to be
adequate; it is unjustified to now reopen this issue merely to place unilaterally an additional,
unnecessary, and burdensome restriction on utilities and their affiliates.

For the Brooklyn Union Gas Companies, in particular, the code of conduct adopted in the
Settlement Agreement of their merger proceeding expressly requires that, in offering
Commission-regulated gas service, they must “offer the same prices, terms and conditions of
service within the service territories of LILCO and Brooklyn Union to all similarly situated non-
affiliated customers that they offer to their Affiliates....”? Furthermore, the Settlement

Agreement stipulates:

*Opinion and Order Adopting Terms of Settlement Subject to Conditions and Changes,

* Opinion No. 98-9, Issued April 14, 1998 in Case 97-M-0567, Joint Petition of Long Island
Lighting Company and The Brooklyn Union Gas Company for Authorization under Section 70 of
the Public Service Law to Transfer Ownership to an Unregulated Holding Company and Other
Related Approvals, Appendix A, (the Settlement Agreement”) p. 32.
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In the event either LILCO or Brooklyn Union enters into an
agreement to provide such services at individually negotiated
prices, terms or conditions, for any such Affiliate or any customer
of one of such Affiliates within the service territories of LILCO or
Brooklyn Union, it shall post expeditiously and conspicuously on
its electronic bulletin board or World Wide Web site a detailed
summary of the prices, terms and conditions of service under such

agreement.” (Id.)

That Settlement Agreement was reached among several parties that included a developer
of electric generation and provider of various energy-related services on Long Island--Trigen
Nassau Energy Corporation (“Trigen™). Trigen intervened in the proceeding because of its
concerns as a competitor of the affiliates of the Brooklyn Union Gas Companies. (See,
“Supporting Position Statement of Trigen-Nassau Energy Corporation” submitted in that
proceeding (“Trigen Statement” p. 2)). Trigen explained that it supports the Settlement
Agreement because of the affiliate transaction disclosure rules contained in the Settlement
Agreement and that, in particular, the posting requirement addresses Trigen’s concems. (Id., p.
3.) Trigen went on to explain that such posting has been adopted by several jurisdictions in their
affiliate transaction rules. (Id., p. 4.)

There is no reason for now finding inadequate those measure the parties to the Settlement
Agreement adopted and the Commission approved one year ago. In fact, the new bypass policy
adopted by the Commission, setting aside the affiliate restriction addressed herein, provides
greater protection for generators than had existed previously.

Third, Section 65 of the Public Service Law (“PSL”) prohibits undue discrimination, and
violations of the law can result in fines up to $100,000 a day per violation under PSL Section 25-

-providing a significant remedy and deterrent.



Fourth, the Federal Energy Regulatory Commission (“FERC”), which has jurisdiction
over wholesale sales of electricity, has recognized as adequate protection against affiliate
exercise of vertical market power (such as for gas transportation to electric generators) its ability
to deny market based rates. If a generator subject to FERC’s jurisdiction or any of its affiliate
deny, delay, or require unreasonable terms, conditions, or rates for natural gas service to a
potential electric competitor in bulk power markets, the competitor may file a complaint with the
FERC challenging the generator’s authority to sell power at market-based rates. Evidence of
discrimination in favor of an affiliate certainly would be evidence of unreasonable treatment of a
potential competitor of that affiliate. This opportunity to challenge market-based rates is
considered by the FERC to be sufficient protection against the imposition of barriers to market
entry.” The Commission should recognize that not only does FERC provide an adequate remedy,
in the wholesale electric marketplace, against the affiliate abuse that concerns the Commission,
but that such disciplinary measures are sufficiently available to the Commission as well and are
preferable to the Commission’s absolute prohibition.

Finally, if the Commission does not find existing protections adequate, it should allow
the LDC and its affiliates to propose additional mitigation measures. The number of new gas
transportation contracts with LDC-affiliated generators will not be so numerous as to be unduly
burdensome for the Commission to address each on its own merits rather than imposing a blanket
prohibition that will cause severe and unnecessary economic harm to LDC-affiliated generators

and be injurious to the LDC, its customers, and consumers in general.

3See, e.g., Duke Power, 84 FERC Para. 61,235 (1998), p. 62,200.
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CONCLUSION
The Commission’s prohibition on individually negotiated contracts for LDC affiliates is
unduly punitive to the affiliate and unnecessarily harmful to the LDC and its customers. There
has been no showing that the potential harm of affiliate transactions warrants so severe and
absolute a prohibition. The imposition of the prohibition is without basis, unduly discriminatory,
confiscatory, and arbitrary and capricious. Instead, sufficient measures are available to ensure
that LDCs cannot unfairly advantage their generation affiliates through an individually

negotiated contract that complies with the Commission’s new policy.

Respectfully submitted,

2 0 VW‘
Richard A. Visconti
Attorney for
The Brooklyn Union Gas Company and
KeySpan Gas East Corporation
d/b/a Brooklyn Union of Long Island
175 East Old Country Road
Hicksville, New York 11801

. Dated: April 15, 1999



