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On November 16, 2000, Arizona Public Service Company (“APS”) filed with the Federal Energy Regulatory Commission (“FERC” or “Commission”) proposed Interconnection Procedures (the “Interconnection Procedures”) and a pro forma Interconnection and Operating Agreement (the “Interconnection Agreement” or “IA”). On January 12, 2001, the Commission issued an order accepting the Interconnection Procedures and Interconnection Agreement for filing, with modification.
  On February 13, 2001, APS filed revised Interconnection Procedures and a revised Interconnection Agreement in compliance with the January 12 Order.  Duke Energy North America, LLC and Enron Power Marketing, Inc. (collectively, “New Generators”) respectfully submit the following comments on APS’ compliance filing.

· Transmission Credits
In the January 12, Order, the Commission directed APS to provide transmission credits for “all transmission service.”
  Under Section 9.4.1 of APS’ revised IA, APS will provide transmission credits for firm and non-firm transmission service against any payments made by a generator for “system upgrade facilities that provide a system benefit, other than for those facilities needed to remedy short-circuit or stability problems.”
  APS also proposes to automatically provide the credits to the transmission customer who has secured the transmission service necessary to deliver the power from the generator’s generating facility.
  Frequently, though, the generator is not the party securing the transmission service.  Instead, the transmission customer is often the generator’s power purchaser.  By automatically providing the credits to the transmission customer, APS has, therefore, made the decision to assign the credit to the generator’s power purchaser where the purchaser, and not the generator, is the transmission customer.

The Commission has recognized, however, that the purpose of transmission credits is to compensate the generator for the costs of network upgrades for which it has paid in order to interconnect to the transmission system and that, accordingly, it is the generator who is the party rightfully entitled to the transmission credits.
  Thus, it is the generator, not APS, that should have the right to determine whether to assign the credit.  Indeed, under all the crediting proposals accepted by the Commission to date, credits are transferable and the decision whether to transfer them placed solely in the hands of the generator.
  A generator should not be divested of its right to receive transmission credits and be prohibited from enjoying the benefits associated with such credits simply because its power purchaser ultimately is the transmission customer.

Accordingly, APS should be directed to modify Section 9.4.1 of the IA to make clear that it is the generator who is entitled to receive transmission credits and to assign such credits if the generator so chooses.  APS should also clarify Section 9.4.1 to make clear that the credits will be applied on a dollar-for-dollar basis.

· Milestones in Appendix A of the IA

In the January 12 Order, the Commission also directed APS to “modify Appendix A [to the IA] to specify the general standards Arizona Public Service will use to determine whether a generator interconnection applicant retains its place in the queue,” noting that specific milestones may be negotiated by APS and the interconnecting generator on a case-by-case basis.
  In response, APS has included in Appendix A a number of milestones.  

As an initial matter, New Generators question the inclusion of certain of these milestones.  In New Generator’s view, certain of the milestones identified in Appendix A appear to require a generator to provide information for which APS should have no need or which fails to demonstrate that progress is being made on the project.  For example, APS proposes to require a generator to provide documentation of the estimated cost of any interconnection facilities to be built by the generator as well as the estimated cost of the generating facility.
  New Generators cannot discern any reason why APS would require or should even have such information.  Such information appears to be completely unrelated to the primary goal of a milestone – i.e., to provide an indication of the progress made to date by the generator and the likelihood that the project will be developed.  APS also proposes to require a generator to provide “appropriate proof that it has secured the necessary capital to finance construction of its proposed facility.”
  Again, New Generators do not see any reason why such information should be provided to APS, particularly since under the Interconnection Procedures, a generator must provide APS with a letter of credit or other reasonable form of security equal to the generator’s total estimated cost responsibility in order to protect APS against non-payment.
  Thus, if a generator provides APS the appropriate security, APS will be assured of full compensation by the generator for any work performed and will not be subject to any financial risk if the generator experiences any financing problems.  Accordingly, APS should have no need for proof that the generator has secured the necessary capital to finance construction of its proposed generating facility.  The Commission should direct APS to modify Appendix A to delete those milestones that require information that is not necessary for APS to obtain or that do not clearly indicate whether a project is going forward. 

In addition, as revised, APS’ milestones appear to be mandatory in nature.
  Consistent with the January 12 Order as well as prior Commission orders, however, the Commission should require APS to clarify that specific milestones may be negotiated between APS and a generator on a case-by-case basis.
  Alternatively, APS should modify the Interconnection Procedures and IA to allow for the extension of milestone deadlines in appropriate circumstances (e.g., where delays in meeting a particular milestone is the result of delays not caused by the generator).

I. CONCLUSION
WHEREFORE, New Generators respectfully request that the Commission direct APS to clarify and/or modify the Interconnection Procedures and the Interconnection Agreement consistent with New Generators’ comments.
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� Arizona Public Service Co., 94 FERC ¶ 61,027 (2001) (“January 12 Order”).  On February 12, 2001, Duke Energy North America, LLC and Enron Power Marketing, Inc. filed a request for clarification or, in the alternative, rehearing of certain aspects of the January 12 Order.


� January 12 Order, 94 FERC at ______, mimeo at 15.


� Interconnection Agreement, § 9.4.1.


� Section 9.4.1 states that “upon either the Customer or a third party ultimately securing transmission service . . . a transmission credit shall be allowed” and “the transmission customer using the Transmission System for purposes of delivering Power from the Customer’s Facility shall receive a credit against its transmission rates for its payments for such facilities.”  (Emphasis added).


� See Duke Energy Corp., 94 FERC ¶ 61,187 (2001) (stating that “the purpose of the credit is to compensate the generator for the costs of network upgrades once it begins to take transmission service.  While the credit may be transferred to a customer taking network service, the credit is nonetheless appropriately tied to the specific generator”); Southern Co. Services, Inc., 94 FERC ¶ 61,131 (2001) (noting that the interconnection customer receives the credit – “[t]hus, it may be necessary for the utility to credit the interconnection customer for the costs of the upgrades once it begins taking transmission service”); and American Elec. Power Serv. Corp., 91 FERC ¶ 61,308 (2000) (citing Entergy, 91 FERC at 61,560 and noting that the generator is the entity entitled to the credit – “[i]n Entergy, the Commission held that payment for these types of upgrades entitles the generator to credits against future transmission charges”).  


� E.g., Entergy Services Inc., 91 FERC ¶ 61,149, at 61,560 (2000); American Elec. Power Serv. Corp., 91 FERC at 62,051-52; Carolina Power & Light Co., 93 FERC ¶ 61,032, at 61,073-74 (2000); Virginia Elec. Power Co., 93 FERC ¶ 61,307, at 62,052 (2000); Duke Energy Corp., 94 FERC at ______, mimeo at 8-9.  


� January 12 Order, 94 FERC at _____, mimeo at 8.


� See Interconnection Agreement, Appendix A, Milestone Nos. 3 and 10.


� See id. Milestone No. 4.  


� Interconnection Procedures § 5.


� Both the Interconnection Procedures and the IA indicate that a generator’s failure to meet the milestones set forth in the IA will result in the loss of its queue position.  See Interconnection Procedures § 4; Interconnection Agreement, Appendix A.


� See Carolina Power & Light Co., 93 FERC at 61,071 (stating that “we expect that CP&L and its customers will negotiate the details [of milestones] and file the interconnection agreements with the Commission”); Commonwealth Edison Co., et al., 92 FERC ¶ 61,018, at 61,036 (2000) (noting that “we continue to believe that open and timely communications in the form of prior negotiation and agreement concerning the milestones will alleviate the risk of misunderstanding and disputes”); and Commonwealth Edison Co., et al., 91 FERC ¶ 61,083, at 61,299 (2000) (stating that “Commonwealth Edison should adjust the milestones, where applicable, through negotiation”).  


� See, e.g., PJM Interconnection Procedures § 36.8.5 (vesting PJM with the authority to reasonably extend any milestone dates set forth in an interconnection service agreement in the event of delays not caused by the interconnection customer).
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