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CASE 09-E-0428 - PJM OATT PETITION
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC,

STAFF OF THE DEPARTMENT OF PUBLIC SERVICE
INTERROGATORY / DOCUMENT REQUEST

Request No.: DPpS-2

Requested By: Marco Padula and Johannz Miiler
Date of Request: August 2, 2012

Reply Date: Auvgust 24, 2012

Subject: BIM OATT

12. The Company states on page 9 of its filing thai the PJM OATT service is providing
sienificant economic benefit to Con Edison: customers. Provide all analysis and
supporting work papers that demonstrate and guantify the sigrificans cconomic benefit
and the specific beneficiaries of those benefits. If those bengficiaries include customers
taking service under the company’s PASNY delivery raies, explain how recovery of the
PN GATT costs through the MAC provides a fair and reasonable cost allocation.

RESPONSE

As noted in the Company’s fling (. 5), the PiM OATT service provides 1060 MW of
transmission capacity at ail times for imperting 2nergy intc Con Edison’s service arca and is
used by the NYISC to schedule energy deliveries to customers in the Con Edison service area.
Thus, the availebility of the 1000 MW transmnission service not only increases reliability, but
will, during many hours, reduce energy prices, thereby further bensfitting conrsemess. In faci, in
approving the new OATT service, FERC ifound thati the service would resuli “in substantially
lower prices to customers in New York in 88 percent of the hours” and that price differentials
during the remaining hours are lzss significant and are offsst by competitive coasiderations. PJA
Interconmection, L.L.C., 135 FERC 961,018, P 35 (2011); 132 FERC § 61,221, T 71 (2019).
While quantification of the extent to which market prices are lower is difficult, if at all possible
with a degree of ceriainty, because it would require an analysis of what market prices and
dispatch would have been absent the 1000 MW wheel, merket prices arc clearly lower with the
availability of the 1600 MW wheel because of the addiiional vnergy supplies made available in
the downstste area and the sconomic principle of supply and demand.
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However, the fact that customers taking service under the Company’s NYPA delivery
rates might benefit from the reduced markei prices does not cenipel an allocation of some
poriion of the Pivi OATT charges to MYPA. As explained in the Company’s filing (p. 7), the
Company’s current rate siructura does not cmploy a generally-applicable atlocation methedology
for transmission-related chargss and credits, In fact, the Company’s filing notes several
examples where the MAC is currently used as the vehicle to reconcile variations between actual
and sstimated revenues even though the WYFPA delivery rates csiablished by the 2010 Electiic
Rate Orcer reflect an allocation of & portion of these rsvenuss. Nor dees the allocation of the
PSE&G wheeling costs between Con Edison and NYPA customers in developing base delivery
rates compel a similar allocation of the FJM OATT charges. The deterinination to allocats to
NYPA. a portion of the PSE&G costs was made prior io the inception of the NYISOC, under fucts
and circumsiances materially different thas those that exist In today’s open access, market-
orieiied industry siructure. Accordingly, cost recovery through MAC item (14) fairly and
reasonably spreads these costs among 2!l Con Edison full service and retail ancess custoraess.

The Company acknowledges that an argument could be reasonably made that some
portion of these costs should be recoverable from NYPA beeause NYTA cvstomers benefit from
this service. However, the Company does not believe ihat such a result is corrently required in
light of the disparate ellocations of other similar costs and absest 2 cousideraiion of these cosis in
the context of 21l similar transmission-related costs and sevvices, incinding NYPA trensmission-
related costs and services to the Company’s service territory. Moreover, should ithe Commission
determine thai some allocation of these costs to MYPA is appropiiste, recovery of the poriion of
costs allocable to the Company’s cusicmers through the MAC remsins both appropriaie and
consistent with the current tariff. As the Commission has concluded in procesdings like the
Cempany’s demand response case the aporopriate result of such 2 determinstion would bs the
imnplemeniation of a prospective surchargs to MYFA with a comraensurate reduction of the
amount recoverable from Con Edison customers ithrough the MAC, See Case 09-E-0115
Procezding on Motion of the Cormission to Consider Demand Response Initiatives, Janvary 20,
2011, p.18.
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