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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

SAN DIEGO GAS & ELECTRIC COMPANY
(U-902-E) for a Certificate that
Present and Future Public Convenience
and Necessity Require or Will Require
SDGEE to Participate in the Construction
and Operation of a 500 kV Transmission
Line from Southern Oregon Along the
Existing Malin-Meridian 500 XV Trans-
mission Line to Central California Neaxr
the Tesla Substation, known as the .
California-Oregon Transmission Project.

™

Application 87~10-016
(Filed October 14, 1987)
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I. Intreduction

A.87=10=-016 is SDG&E’s second COT Project application.
On April 8, 1987 SDG&E filed A.87-04-008, its first COT Project
application.. On May 8, 1987 the Commission’s Executive Director
informed SDG&E by letter that A.87-04-008 was incomplete. In
addition to listing certain deficiencies, the Executive Director’s
letter requested additional information from SDG&E designed to cure
the identified deficiencies. On May 28, 1987 the Commission issued
D.87-05-066, an order administratively closing the A.87-04-008
docket; at the same time the Commission encouraged SDGEE to file a

new and complete COT Project application in timely fashion. SDG&E

did not appeal either the May 8th Executive Director letter or
D.87-05-066. Instead, it submitted additional information to the
Executive Director relative to A.87-04-008, and thereafter it
submitted A.87-10~016, its second COT Project application.

By letter dated November 13, 1987, the Commission’s '
Executive Director informed San Diego GasA&‘Electric'COmpany,
(SDGE) that its October 14, 1987 Application for a Certificate of
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Public Convenience and Necessity (CPC&N) (A.87-10-016) authorizing
participation in the California-Oregon Transmission (COT) Project
was incomplete as submitted, and therefore rejected. (A copy of
the November 13th letter to SDG&E’s counsel is attached as Appendix
A). On December 14, 1587 SDG&E filed a formal appeal challenging
the Executive Director’s determination. This decision xesolves the

ssues raised by SDG&E’s appeal, as requlred by Government Code
Sect;on 65943. : o

XI. Standard of Review

The instant appeal was made by . applicants in reliance on
Government Code §65943 of the Permit Streamlining Act (PSA) and
Rule 85 of the Commission’s Rules of Practice and Procedure.
Government Code §65943(¢) provides as follows, in relevant part:

7(c) If the application together with the

subnitted materials are determined not to be

complete pursuant to subdivision (b), the

public agency shall provide a process for the

applicant to appeal that decision in writing to

the governing body of the agency...”

The Commission has not initiated a separate appellate
process to handle challenges to the determination of incompleteness
by the Executive Director. However, we do have appellate rules
that generally govern our proceedings. Until such time as we may
elect to create a distinct appellate process with regard to the
PSA, Rule 85 of the Commission’s Rules of Practice and Procedure is
the appropriate procedure for such challenges. That rule specifies
that an application for rehearing of a COmmlssion order or decision
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shall be filed within 30 days after the date of issuance. The
appeal herein was filed in compliance with Rule 85:%

In reviewing the Executive Director determination that
the application is incomplete, we must consider both the
requirements and fundamental goals of the PSA (Govt. Code §§65920
| et seq.) and the provisions and purposes of the Public Utilities
Act. (Public Utilities Code §§ 201 et seg.) These statutes must
be examined in conjunction with each other. It is an established
rule of statutory construction that statutes should be interpreted
with reference to the whole system of law, so that all may be
harmonized, (58 Cal Jur. 3d §108). All acts relating to the same
subject should be read together and harmonized if possible, Ebert
V. _State, (1949) 33 C.2d 502, Bovyd v. Huntipngton, (1932) 215 C.
473. Accordingly, the responsibilities of the Commission in the
PSA must be reconciled with the responsibilities of the Commission
pursuant to the Public Utilities Act. Any standard of review we
adopt must comport with these principles.

Of paramount importance in formulation of this standard
is consideration of the consequences of an agency’s determination
of completeness. Under the PSA the Commission has only 180 days to
reach a final decision from the date the applications are
determined to be complete or the project is “deemed approved”.
(Govt. Code §§ 65952, 65956(b)). Thus, once the Commission accepts
an application for filing under the PSA, the opportunity for
additional discovery prior to hearings is minimal. For example, if
the instant application had been determined to be complete, the

1 Government Code § 65943 also provides that if the final written
determination of the appeal is not made within 60 calendar days
after receipt of applicant’s written appeal, the application with
the subnitted materials shall be deemed complete for the purposes
of this chapter. Since this decision is issued within the time
limits mandated by the statutory scheme, the prov;sion for deemed
completeness is not applicable.
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tentative schedule issued by ALY Ruling on September 22, 1987 would
have allowed for only six weeks between acceptance of the
applications and the completion of the draft DRA testimony.

These consegquences must be viewed in conjunction with the
obligations of the Commission under the Public Utilities Act. The
- Commission’s basic respdnsibility is to evaluate whether a proposed
project is, or will be required for the public convenience and
necessity. (PU Code §1001). In reaching this determination, the
comnission is required to make separate findings of fact and
conclusions of law on all material issues. Failure of the
Commission to make such findings and conclusions will result in
annulment of the Commission’s order (Grevhound Lines. Ine. v. PUC,
65 C.2d 811 (1967)). In a project of this scope such findings and
conclusions necessarily will be extensive. All such findings must
be based on substantial evidence in the record. (Yucaipa Water Co.
No, 1 v, PUC (1960) 54 C.2d 823.) PU Code § 1102 specifies ‘that
the Commission shall not issue a certificate of public convenience
and necessity unless it is satisfied that the electrical
corporation has provided all information described in the statute.
In oxrder to fulfill this obligation, the Commission must have
before it a complete record on which to base its decision. In a
case of this complexity, there is no doubt that the necessary
recoxrd to make a reasoned decision must be very comprehensive.

The Commission has an exceedingly tight time frame in
which to discharge these responsibilities, once the application is
accepted as complete and the time limits begin to run under the
PSA. It must obtain and analyze all evidence, hold hearings,
review briefs and issue its decision within 180-days. Since any
possikble extension ¢of this time frame is within the sole discretion
of the applicants, the Commission has no assurance of any extension
of time. Govt. Code §§65950, 65957. Completeness of an y
application at the beginning of the proceeding is therefore,
critical. L o :
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It follows from the time constraints ot the PSA and the
substantial responsibility of the Commission under the Public
Utilities Act, that the critical determination of completeness must
lie within the reasonable discretion of the Commission. The
Legislature has apparently recognized this logic in electing to
leave the determination of completeness to.the agency’s discretion.
The only pertinent requirement of the Act is that each agency
prepare an “Information and Criteria List” to help inform
applicants of information that will be necessary (Gov’t. Codes
§§ 65940-41). The Commission adopted such a list in 1979 (1 CPUC
24 166 (1979)). The Legislature did not elect to prescribe to
agencies what information they must obtain, but was silent on the
‘substantive contents of such lists. The Legislature further did
not elect to dictate to the Commission that the Information and
Criteria List is the exclusive standard to be applied in
determining completeness. We therefore conclude that the
Commission has been left to exercise its discretion in these
matters, sO long as it is exercised reasonably. Our standard of
review must recognize the realities'imposed by the Public Utilities
Act and the PSA and must also reflect the fact that the burden of
proof justifying the issuance of the certiticate is clearly on the
applicant. ‘

- It should be understcod that the !oregoing discussion
concerns our good-faith compliance with the PSA--which we support
fully-—and in no way marks an attempt to circumvent the statute.

We turn now to the specific arguments raised by SDGEE in
conteeting the Executive Director’s determinatlon.

IYX. SDGEE’Ss Grounds for Appeal

Intreduction
‘ SDG4E asserts that its app11cation fully satist;es all
appl;cable legal requmrements and should be accepted as complete.




A.87-10-016 ALJ/LTIC/tecg *

by the non-IOUs to the South of Tesla principles is a deficiency:
again, SDG&E believes DRA is engaging in advocacy on this'point.
SDG&E also believes that attempts to delve into the capacity
exchange agreement between Edison and the Los Angeles Department of
Water and Power are improper preacceptance phase inquiries, more
appropriately pursued “at the appropriate discovery stage.” (SDG&E
Appeal, p- 9.)

SDG&E also disputes the existence of any derlclency due
to incensistency between its baseline benefits evaluation case and
those of PG&E and Edison. SDG&E questions the requirement for
consistent applications among the threelIOUs (SDG&E Appeal, p. 11).
Furthermore, SDG&E denies the existence of any inconsistency,

- asserting that it has not chosen a baseline case for evaluation,
but instead has reported two major alternatives analyzed by the
I0U’s comsultant EMA. While it included strategic benefits for
only one of the two alternatives, it indicates its intention to
address the other alternmative in its prepared direct testimony.
making its evidentiary showing, SDG&E,alsopvishes,to-assignv
probabilities to these two alternatives; thus it objects to any
attempt at the preacceptance stage to restrict 1ts ability to make
this later showing. o :

SDG&E also denies that ~lack of 1n£ormatxon,supportzng
the contention that SDG&E would lose its intertie entitlement after
2007~ is a deficiency. It accuses DRA of engaging in premature
discovery on the 2007 issue as a prelude towavsubsequent motion to
strike. In addition, SDG&E states that the 2007 issue was
specifically noted as a nondeficiency in the Executive Director’s
rejection of A.87-04-008, while it is a desxgnated deficiency in
the second rejection letter. . ~ .

Finally, SDG&E disputes the existence of any statutory
requirement for cons;stency‘among the IOUs’ assumptions about
SDG&E’s post 2007 Pacific Intertie entitlements. It asserts:

#...[Wlhether PG&E and SCE choose to present
such 1n£ormatlon as evidence should .
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Tt follows from the time constraints of the PSA and the
substantial responsibility of the Commission under the Public
Utilities Act, that the critical detexrmination of completeness must
lie within the reasonable discretion of the Commission. The
Legislature has apparently recognized this logic in electing to
leave the determination of completenessrte‘the‘agehcy's discretion.
The only pertinent requirement of the Act is that each agency
prepare an “Information and Criteria List” to help inform
applicants of information that will be necessary (Gov’t. Codes
§§ 65940-41). The Commission adopted such a list in 1979 (1 CPUC
2d 166 (1979)). The Legislature did not elect to prescribe to
agencies what information they must obtain, but was silent on the
substantive contents of such lists. The Legislature further did
not elect to dictate to the Commission that the Information and
Criteria List is the exclusive standard to be applied in
determining completeness. We therefore conclude thet the
Commission has been left to exercise its discretion in these
matters, so long as it is exercised reasonably. Our standard of
review must recognize the realities imposed by the Public Utilities
Act and the PSA and must also reflect the fact that the burden of
proof justifying the issuance of the certificate is clearly on the
applicant. .

’ It should be understood that the foregoing discussion
concexns our good=faith compliance with the PSA-=-which we support
fully--and in no way marks an attehpt to circumvent the statute.

We turn now to the‘specitic arguments raised by SDGLE in
contesting the Executive Director’s determination.

A. In&znﬂnsslgn
SDGLE asserts that its applmcation zully satisfies all
appllcable legal requirements and ‘should. be accepted as’ complete.
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SDG&E also responds to the propriety of specific information
requests contained in the Ekecutive"birector's rejection letter.
Finally, it maintains that affirmation of the rejection process
employed in this instance would subvert the PSA by*creat;ng a
regulatory moving target which no appl;cant could ever hit.
B. The Application Satisfies all

Applicable Legal Requirements

SDG&E believes that continuing requests for morxe data to
support its COT Project application are ~far in excess” of the
Commission’s information and criteria standards, as well as the
statutory requirements of PU Code § 1102. SDG&E posits that § 1102
requires the Commission, net DRA, to assess the sufficiency of the
evidence. The utility believes that the deficiencies noted in the
Executive Director’s rejection letter are an assessment of the
weight to be given to SDG&E’s showing rather than a true test of
the sufficiency of the data accompanying the COT application. The
utility maintains that DRA has misused its delegated authority to
objectively weigh the surtxciency of SDG&E’s application, by
pressing for its own preferred methodology and assumptions prior to
commencement of hearxings. SDG&E surmises that DRA’s motive is to
gain ~improper and premature discovery.” (SDG&E Appeal, p. 7.)

With regard to specific deficiency noted in the Executive
Director’s letter, SDG&E provides specific responses. For example,
it asserts that lack of a current BPA estimate of Pacific Northwest
(PNW) power availability is not a deficiency, but rather argument
as to the weight of the evidence. SDG&E also denies that absence
of information about BPA’s Long-Term Intertie Access Policy (LTIAP)
is a deficiency, disputing the existence of any legal requirement
to address the issue at the application stage, and opzn;ng that the
final LTIAP will be available to the Commission prior to
decisionmaking. SDG&E denies that lack of ready access to the
IOU/Edison PNW computer model is a dermciency under any legally
applicable standard. SDG&E also~disagrees that lack of agreement
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by the non=-IOUs to the South of Tesla principies is a deficiency:
again, SDG&E believes DRA is engaging in advocacy on this point.
SDG&E also believes that attempts to delve into the capacity
exchange . agreement between Edison and the Los Angeles Department of
Water and Power are improper preacceptance phase inquiries, more
appropriately pursued ~“at the appropriate discovery stage.” (SDG&E
Appeal, p- 9.) :

SDG4E also disputes the existence of any deficiency due
to inconsistency between its baseline benefits evaluation case and
those of PG&E and Edison. SDG&E questions the requirement for
consistent applications among the three IOUs (SDG&E Appeal, p. 11).
Furthermore, SDG&E denies the existence of any inconsistency,
asserting that it has not chosen a baseline case for evaluation,
but instead has reported two major alternatives analyzed by the
I0U’s consultant EMA. While it included strategic benefits for
only one of the two alternatives, it indicates its intention to
address the other alternative in its prepared direct testimony.
making its ev;dentlary showing, SDG&E also wishes to assign
probabilities to these two alternatives, thus it objects to any
attempt at the preacceptance stage to restrict its ability to make
this later showing. ‘

‘ SDG&E also denies that #lack of intormatxon support;ng
the contention that SDG&E would lose its intertie entitlement after
2007% is a deficiency. It accuses DRA of engaging in premature
discovery on the 2007 issue as a prelude to a subsequent‘motion to
strike. In addition, SDG&E states that the 2007 issue was
specifically noted as a nondeficiency in the Executive Director’s
rejection of A.87=04-008, while it is a des;gnated def;c;ency in
the second rejection letter.

Finally, SDG&E disputes the existence or any statutory
requirement for consistency among the IOUs’ assumpt;ons about
SDG&E’s post 2007 Pacific’ Intertze entitlements. It asserts:

¥...[W]hether PG&E and SCE choose to present
such ormation as avidence should be
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considered by the ALJ and the Commission during
its consideration of the strengths and
weaknesses of the various parties’
contentions.” (SDG&E Appeal, p. 14.)

C. The Propriety of Speciftic
Information Reeyests

. SDG&E objects to the request that it provide a
transmission agreement, signed by all COTP participants, or
alternatively, statements that the principles signed by the IOUs
satisfy the Memorandum of Understanding (MOU). SDG4E terms this
request ~argumentative” and irrelevant to its application. It also
believes the requested information advocates a particular standard
of proof.

SDG&E objects to the request that it deliver Edison’s PNW
model in a generally used computer language (FORTRAN 77), on the
grounds that this request expresses DRA’s computer language
preference, but not a legal deficiency.

SDGSE objects to the request that it present supplemental
information relative to BPA’s final IOU EIS and LTIAP, asserting
that there is no statutory requirement mandating the filing of such
information prioxr to acceptance of the application. Again, SDG&E
believes this is not a derlciency situation, but, rather a
premature DRA discovery request.

SDG&E further objects to the request that it provide all
available information pertaining to the Edison-LADWP exchange
agreement, on the grounds that the requested information is:
irrelevant to its own application, and the request is premature
(and circuitous) discovery in the quise of a deticiency.

SDG&E believes it has already discussed in its
application the requested intormation about the muni-only baseline
alternative.

_ SDG&E objects to the request that it provide further
in:ormation pertaining to PG&E’s and Edisonrs.w1111ngness to
discuss SDGSE’S post 2007 existing intertie entitlement. It
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believes this matter is not a deficiency, but rather a premature
discovery request. For similar reasons SDG&E objects to the
requirement that it either withdraw its claim of benefits
(associated with allocation of post 2007 intertie entitlements) or
make the three IOU applications consistent on this po;nt.

D. Subversion of the Permit

'~ Stxeamlining Act =

SDGSE claims that new deficiencies were raised for the
first time in the review of its second COT Project application. It
believes this *moving target” subverts the intent of PSA by
preventing the initiation of a proceeding. According to SDG&E,
“this allows DRA to effectively control when all applications are
filed. To the extent that there is any public interest
determ;natxon on timing, it should come from the Comm;ss;on rather
than DRA.¥ (SDG&E Appeal, pp. 20=21.)

A-

On January 2%, 1987, DRA filed lengthy formal comments
responding to the appeals of PG4E, Edison, and SDG&E. As a
prelinminary matter, DRA objects to the notion that SDG&E’s
application has been ~"rejected,” since the Commission has kept the
A.87-10~016 docket open in order to allow the parties the
opportunity to proceed on all issues of the case which arxe not -
dependent on the missing information. DRA submits the only effect
of the Executive Director’s letter is to delay the start of the
clock running under the PSA.

DRA also reports that SDG&E has stopped respond;ng to DRA
deta requests, pending the outcome of this appeal. '

Furthermore, DRA notes that' if the Commission grants _

_ SDG&E's appeal, e::ectmvaly rindinq its application to be complete,
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the clock will start to run under PSA and the Commission will have
only 180 days to reach a decision on the merits.

Finally, DRA argues that the COT Project requires close
scrutiny in view of the sensitivity of applicants’ cost
effectiveness assumptions. It notes that the applicants have
relied on nontraditional benefits (i.e., increased system stability
and reliability) in order to bolster their cost-effectiveness
analysis. Thus, the missing information can be of critical
imporxtance, as it relates to the analysis oz a single benefit which
could tip the scales against cost-ezrectiveness.

B. Ihe Missing Information
1. In General :

DRA asserts that SDG&E’s application suffers from
maltiple deficiencies, over and above the major itenms discussed in
the appeal. It calculates 40 common uncorrected deficiencies from
the initial applications, 20 common deficiencies arising from the
second applications, and 16 deficiencies specific to SDG&E’s
application. ' N '

| 2. PO Code Section 1102 - .

A primary concern is the failure of SDG&E to provide
*sufficient reliable information” of PNW power prices, as required
by Public Utilities Code § 1102. DRA notes a substantial conflict
between applicants’ current estimates of PNW capacity and energy
availability and BPA’s own.mostvreeent lower (by 1,500 Gwh)
estimates of energy export sales. DRA also indicates that BPA is
currently revising its estimates to mitigate certain fishery
impacts. Applicants’ current estimates are also much higher than
available Energy Commission and QF industry forecasts.
| DRA points to certain ongoing litigation which may
require BPA to further mitigate fishery impacts associated with
increased exports of hydroelectric power for COT and other
projects, raising substantial questions that the coT Project is no
longer cost effective (DRA Comments, p. 8). A;cord;ng to DRA:
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#BPA’s revised final EIS which will contain its

final mitigation proposals is scheduled for

release in mid-March. Pending release of that

document, the uncertainty surrounding fishery

mitigation makes it impossible for the

Commission to satisfy the mandate of PU Code

§ 1102.# (DRA Comments, p. 8.)

DRA also maintains that the LTIAP, now scheduled for
release in mid-April 1983, has a major bearing on the COT Project
economi¢c analysis. The magnitude of the potential BPA actions is
so great, in DRA’s view, that they could eliminate nearly all
energy and capacity benefits from the project. DRA states:

#The utilities have arqued that they should not

have to wait for BPA to issue its final LTIAP.

But this is precisely the policy advocated by

PU Code § 1102--that California utilities not

commit themselves to expensive investuments in

transmission lines to the Northwest until BPA

has made some commitment regarding price and

availability of power.” (DRA Comments, p. 9.)
| Finally, DRA believes the Executive Director was correct
to identify as a deficiency the fact that Edison’s PNW computer
model, used by all applicants, is not yet available to DRA in a
readily known computer language. Edison’s conversion of the model
to FORTRAN will not be completed until mid-February, according to
DRA. DRA cites the shoxrt lead time between acceptance of the
applications and the due date for DRA testimony as further
‘ustification for refusing to allow the PSA clock to start.

3. ZThe Project South of Tesla

PG&LE’s first COT Project application contained a request:
to build a new line south of the Tesla substation (Los Banos-Gates
Project). The Los Banos-Gates Project is included in TANC’s EIR at
a cost of approximately $100 million. However, Edison and SDG&E
did not include Los Banos-Gates in their initial applications, and
the Executive Director noted this inconsistency as a deficiency in
those applications. ’ S | o
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In their second applications, all three IOUs sought
consistency by agreeing to a set of principles regarding wheeling
south of Tesla that would, according to DRA, provide a level of
sexrvice somewhat less than ~“firm,” albeit obviating the need for
Los Banos—-Gates.

'DRA believes the Executive Director correctly refused to
accept the applications in the absence of formal agreement by the
non-IOU participants, and solely on the basis of the IOUs’
representations tbat the non-IOU participants would ultimately
agree to these principles. DRA points to PG&E’s $100 million
exposure in the event of litigation over the principles. DRA
believes #this dispute between COTP particlpants as to what the COT
Project is must be settled by all participants before the
applications can be-considered complete.” (DRA Comments, p. 12.)

4. ILack of Supporting Data . '

DRA also believes the IOU applications are deficient for
lack of any baseline studies of system reliability, given the claim
that system reliability is a major project benefit.

5. Failure to Disclose Relevant

Information Re Edison-LADWF

Transmission Capacity Exchange

Agxeement :

Edison and LADWP have agreed to exchange 820 MW of
transmission capacity on lines to the PNW, partially conditioned on
the construction ¢f the DC upgrade. Edison would give LADWP 320 Mw
of Edison’s capacity on the existing AC line and. in exchange LADWP
would give Edison 500 MW of capacity.on the DC upgrade for a
35-year periocd. DRA asserts that Edison would thus gain an
additional 400 MW of firm transmission capacity to the PNW even if
the COT Project were not constructed. SDG&E’S application, like

those of Edison and PGSE, rerlects Bdison's partmcipat;on in this
exchange..

‘ | DRA.believes the Commission needs_to~know‘about feasible
alternatives and why they were rejected by the IOUs, in order to

°
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gauge project cost effectiveness. Consequently, DRA believes the
Executive Director correctly identified as a deficiency SDG&E’s
failure to provide any information demenstrating why it chose not
to participate in the exchange with LADWP. DRA further notes that
thexe have keen recent SDG&E/Edison negotiations keyed to an
exchange of SDG&E capacity on the DC line for Edison capacity on
the existing AC line, but that SDGLE has refused to honor recent
DRA data requests seeking correspondance related to these exchange
negotiations. ,
6. The Muni-only Baseline

PGLE and Edison measure the benefits of the COT Project
against a “muni-only baseline,” which assumes that if these I0OUs do
not participate in the project, the munis will proceed to build the
line by themselves.? As noted earlier, SDG&E’s approach is
different. o

DRA believes PG&E and Edison’s assumptions regarding the
muni’s construction costs are defective in that they have simply
assumed that construction costs for the munis will be the same as
for the IOU-muni combination. In DRA‘s view, this exaggerates the
attractiveness of the muni-only option and consequently exaggerates
the cost effectiveness of the COT Project. DRA believes the
Executive Director correctly noted this as a deficiency and
correctly sought to achieve consistency on this point among the
three IOUs. 4

7. Unrealistic Assumptions
Re Current Operating Dispatch
Procedures

DRA believes that the IOUs’ gbplicationSwcontainedwflawed
assumptipns that all generating plants are dispatched in optimum

2 DRA notes that under the convent;onal no prodect' alternative
baseline, PGE&E’s and Edison’s costs of participation exceed
benefits by over $200 m;llmon (DRA COmments, p. 18).

- 13-
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fashion. Such assumption, which does not jibe with actual practice .
in DRA’s view, greatly exaggerates each IOU’s ability to absord PNW
economy energy. According to DRA, the magnitude of this impact is
$100+ million, in present value terms, over the life of the project
(Affidavit of Robert Weatherwax; DRA Comments, p. 19). DRA
believes the Executive Director acted properly 1n identifying this
defzc;ency.
€. Information Needed for Evalwation Purposes
1. Gepexic Information

DRA believes thbat the Commission measures the issue of
public convenience and necessity by resolving several issues:

© Do projected economic and strategic benefits

outweigh the economic costs?

© Is the project more cost effective and/or
less environmentally harmful than.teaszble
alternatives? -

© Are the risks to ratepayers acceptable that
the benefits won’t be achieved or the costs
will be greater than forecast? (Section

1102) . 6
© Is there an appropriate allocation of costs ‘
and benefits between populations of
ratepayers over time?

In order to decide the issue of public convenience and
necessity, DRA believes the Commission nééds a detailed description
of the proposed prcject accepted by all participants, as well as a
detailed descrxptzon of all projected benefits, in ver;:mable form.
Major benefits must always be described in detail, particularly
where the proponent is relying on nontraditional benefits (e.q.,
increased system reliability, etc.) and nontraditional methods of
benefits quantification.

2. Ihe Statutory and Requlatorxy ¥ramework

DRA’s comments focus on four components ¢f the framework

to be used to review projects such as COT. These are: the Permit

- 14 - S o ‘l'h'”
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Streaml;n;ng Act, the CPUC Information and Crxterza Last, GO 131-C, .
and PU Code § 1102. ' :

In terms of review under PSA, DRA bel;eves that SDG&E's
position is overly legalistic. The real 1ssue, in DRA’s view, is
whether the Commission and its staff have apprised the applicants
of the required information in a timely and appropriate manner,
prior to the filing of the applications. While the applicants
object to the fact that the deficiency letters identified
information requirements not specified in the Commission’s formal
regulations, DRA argues that the real issue is whether the
utilities knew what sort of information the staff needed in oxdex
to review this significant ptoject; 'DRA submits that the answer is
"ves.” , : ﬂ .
1 The Commission’s Information and Criteria list, adopted

pursuant to the PSA, requires cerxtalin definitive information fLxom
these applican 5.° DRA submits that the applicants have failed
s to provide crucial information. For example, there is no agreement
. among project participants about the nature of the project south of
Tesla, although D.89905 requires a full description of the proposed
project, as well as details of its estimated cost.

The Information and Criteria List also requires a showing
of public convenience and necessity, but in DRA’s view the IOU
applicants have failed to address this issue;”instead‘justirying
their participation on the notion that their failure to participate T
will result in the construction of the line by the munis,
ultimately at greatexr cost to ratepayers.

DRA also notes that the Information and Criteria List and
PSA must not be interpreted in a nmanner that would frustrate CEQA,
and the Commission’s independent obligations as a responsible
agency for the COT Project (the CEQA guidelines provide a

-h

3 See App. B to D.89905 (1979) 1 CPUC 24 ;Lec;'

N
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responsible agency with 30 days to review an application for
completeness). (Govt. Code § 65944 (¢).)

Finally, the Commission’s Information and Criteria List
requires submission b? applicants of “Such additional information
and data as may be necessary to a full understanding of the
project.” This provision mirrors the Commission’s generic
requirement for applications, Rule 15(¢).

DRA disputes the applicants’ arguments that compliance
with GO 131~-C largely satisfies their filing requirements for the
COT Project. According to DRA, these filing obligations arise
primarily from the Commission’s Information and Criteria List and
PU Code § 1102, '

‘ DRA submits that the applicants have 1nterpreted their
obligations under Section 1102 very narrowly and unpersuasively.
According to DRA:

#...The duty of the applicant is to have its
application contain ‘sufficient reliable .
information.’ The only indication of what the
Legislature meant by that phrase is contained
in the second sentence. To conclude the
Legislature meant nothing more than that an
applicant must comply with the existing general
£iling requirements of GO 131-C is to conclude
that ‘the Legislature enacted meaningless
legislation, a violation of common rules of
interpreting statutes.” (DRA Comments, p. 29.)

DRA also believes that applicants’ narrow intexpretation
of their § 1102 obligations is inconsistent with the allocation of
the burden of proof in this proceeding.

D. DRA’s Respcnse to Other Arguments
Exesented cn Appedl

DRA denies the assertion that the Commission has created
a requlatory moving target. DRA believes there is an affirmative
obligation undexr PSA to critically evaluate the information
submitted in response to the initial deficiency letters (Govt. Code
§§ 65953(a)=(b)). Indeed PSA provides a 30=-day revigw.period for
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this purpose. Mdditionally, DRA maintains that the deficiencies
noted in the second applications result from substantial changes
nade by applicants themselves. As examples, DRA c¢ites deletion of
the Los Banos Gates Project and substitution of the new South of
Tesla transmission “principles”; the existence of the Edison/LADWP
Exchange agreement, noted for the first time in the revised
application of Edison, and first-time gquantification of cextain
strategic benefits in the revised applications of Edison and SDG&E.

DRA also denies that it is using PSA to obtain |
information which should be obtained during normal discovery. It
believes the applicants bhave failed to assert any legal authority
Zor the proposition that the information requested is a discovery
item, as opposed to required information for purposes of assessing
the completeness of the applications. .

As noted previously, DRA believes that SDG&E’s
application was properly deemed. incomplete, due to its baseline
case incomsistency with the applications‘of the other IOU’s (use of
no project scenpario vs. muni only scenario).  DRA denies that'it is
attempting to impinge on SDG&E!s.evidentiary showing. Acéording to
DRA:

| YSDGSE’s fight is not with Executive—birector

Weisser, but with its fellow IOU applicants.

All Executive Director Weisser said was that

whichever scenario the IOU applicants chose as

their baseline, they had to be consistent among

thenmselves.” (DRA Comments, p. 4l.)

In addition DRA asserts that SDGAE’s application fails to
include crucial information supporting 1ts argunent that the
Commission must order PG&E and Edison to allow SDGSE an allocation
on the existing Pacific Intertie arter expiratzon of the current
agreement in 2007. While SDG&E ¢laims a $15 million benefit from
this reallocation and bases its COT Project partxczpation partxally

onxthxs benerlt), PG&E’s and Edison’s applications are apparently

-
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inconsistent with SDG&E’s application on this point. DRA concludes
the Executive Director acted correctly in requiring consistency.

Generally, DRA contests SDG&E’s argument that the matters
at issue are nothing more than differences of opinion more properly
resolved in the hearing room. DRA believes the deficiency letters
identify information, not opinions, whieh is missing from the
application, and whose omission will prevent the Commission from
resolving the issues in the proceeding.

Finally, DRA contends that there is nothing 1mpermassmble
about DRA staff involvement in reviewing.the applications for
conpleteness. DRA points to the lack of any such prohibition in
PSA, the Commission’s Rules of Practice and Procedure, or general
equitable principles. Furthermore, DRA believes that staffing
constraints dictate DRA’s involvement. Ultimately, however, DRA
contends that its involvement has been fair, in that it has not
taken a position on the COT Project, other than to state that it is
impractical to evaluate the merits based on the information
presented to date. DRA insists that it has no preconceptions that
the project should be denied on its merits. Furthermore, DRA
believes applicants are protected by this appellate process and
that, in any event, they have failed to demonstrate any abuse of
procedural rules or PSA. ' '

E. Applicante’ Replijes to DRA’s Comments

Pursuant to the ALJ’s Ruling of January 26, 1988 PG&E and
Edison filed timely replies to DRA’s Comments. Most of the
argument contained in these replies reiterates applicants’
extensive prior argument:; however, several points deserve further
attention, and are discussed below and/or in Section IV.

Responding to DRA’s concerns about fish kill impacts,
Edison maintains that current available information is sufficient
for the Commission's decisionmaking purposes. In support, Edison
references a January 21, 1988 letter from BPA’s counsel to the DRA
coT Project Manager. Since this letter was unavailable to the
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Executive Director at the time the applications were rejected, its
current availability does not resolve the question whether
rejection of the second COT Project application constituted an
abuse of discretion. Thexefore, we do not f£ind Edison’s arqument
helpful in resolving the dispute before us.

Pointing to the problems posed by these appeals, Edison
also argues that the Commission should develop a more refined
published system of standards for CPC&N applications reflecting the
anticipated diverse and nontraditional nature of resource proposals
likely to come before it in the future. Edison cites Government
Code § 65942 as requiring the Commission to revise its filing
requirements ~as needed so that they [are] current and accurate at
all times.” Edison suggests that the Commission develop, through
its rmulemaking process, such a refined published system (Edison
Reply, p. 18).

It its Reply PG4E suggests that keepinq these matters “on
the docket” is inconsistent with rejection of its application. It
believes the Commission’s Rules of Practice and Procedure do not
provide a mechanism whereby an application is not accepted but
still in the docket (PG&E Reply, p- 7). PG&E contends that Rule 46
should not be interpreted as allowing the Commission to neither
accept nor reject, ”“but instead'hold'an'applicatibn in requlatory
limbo¥; it terms such a reading of the rule to be a "tortured
1nterpretatxon” of the plain language.

IV. Discussion

The preceding discussion of the deficiencies alleged by
the Executive Director points up the 1eve1 o£-controversy to be
expected during the litigation phase of this application, and we
serve notice that we expect the utilities to be forthcoming in
their responses to these issues. We will not hesitate to refuse
the granting of a CPC&N should thevappliéants}not meet their buxden
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under §§ 1001, et seq., and 1102 of the-PU”Code, and undexr our
Rules. _ ‘

Before us today, though, is the difficult problem of
determining the adequacy of the utilities’ applications to begin
our formal consideration of the project. This Commission is fully
aware of the scope of analysis that must be completed during the
very brief time between our acceptance of the application and when
we are required to act on the matter under the Permit Streamlining
Act. We do not believe, however; that we have the authority under
the statutes to delay acceptance of an application in order to give
ourselves and our staff greater time to consider the merits of a
project. We believe instead that the applicants bear the burden of

convinecing us of the merits of their proposal durin§ the 180 days
allowed. '

We do believe that we cannot reasonably accept an
application for a project that is not yet well-defined, for to set
a precedent of doing so would threaten to introduce chaos into our
already'strained review process. The 180-day limit imposed by the

PSA on our deliberations must reasonably assume that we have a
project to deliberate. Otherwise, neither our staff nor interested
parties would have a fair chance to consider the merits of a
proposal that is open torsigniricant revision after the review
process has begqun. This inabxlity or partzes to examine fully a
revised proposed project might well lead us to refuse the granting
of a CPC&N, but only after a great deal of time and effort has been
wasted by our staff and interested parties. The wasting of time
was clearly not the intent of the PSA, nor is it to the benefit of
California ratepayers.

| We come then to the project derlnition xssue that speaks
directly to whether we can reasonably accept this application and
set the 180-day clock ticking--the South-of-resla extension. The
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memorandum of understanding (MOU) requires PGandE to provide 1000
MW of firm bi-directional power between Tesla and Midway. In its.
initial application PG&E proposed to meet this bbiigation by
constructing a new transmission line known as the Los Banos-Gates
project. Neither SDG&E nor Edison proposed in its appllcation to
share in the capital costs of Los Banos-Gates; instead, both
proposed to pay wheeling chgrges to PG&E. The Executive Director
instructed all applicants to address the necessity of the Los
Banos—-Gates project.

In response, the second application included a
substantlally different definition of the COT Project. PG&E
proposed to fullfil its MOU obligations by developxng a set of
principles for South-of-Tesla transmission requ;ring all coT
Project participants to sharae in the cost of certain plant upgrades
by 1991. Edison and SDG&E agreed to these principles, and all
three IOUs included them in their second applications. The other
COT Project participants, however, have not agreed to the
principles, and DRA asserts that the principles do not provide the
level of reliability called for in the MOU. |

The Executive Director determined this lack of agreement
to be a deficiency in the second applicatién.

The question to be decided is whether the uncertainty
surrocunding the South-of-Tesla extension is sutficiently inhibiting
to prevent our beginning the formal review process. We recognize
that uncertainty is a feature of all large projects, and that
uncertainty surrounding benefits of the COT Project will no doubt
be given the lion’s share of attentlon during the l;tiqation ‘phase
of the proceeding.

One exanmple of the many uncertainties linked to the
project is the pricing and availability of power from the
Northwest. We continue to be hahdicapped by the failure of the
Bonneville Power Administration to promulgate<a Long-Term Intertie
Access Pollcy (LTIAP) that provxdes Callrornia with" rair access to
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Northwest power at a reasonable price. We- are deeply concerned
that lack of closure on this issue will complicate greatly our
consideration of the COT Project, and we will look very, very
closely at all the facts pertaining to BPA policy during our
deliberations on the cost-effectiveness of the project.

The South-of-Tesla extension is within the control of the
applicants (together with the other progect partxc;pants), and we
will require the applicants to settle this basic aspect of project
detfinition before we accept their application. We are optinistic
that the strong signal we send today through this order will help
spur all project participants in the direction of a consistent,
well-defined project definition, and we hope to have such a
definition before us within 60 days.

Let us be clear on the signal we intend to send by this
order. We will not require the applicants to settle all possible
areas of uncertainty regarding the COT project before we start the
clock. We will require a consistent and‘well-developed project
definition before we start the 180 days, and we will look during
those six months with a critical eye‘at the'many issues in this
controversial application. We take today’s action reluctantly, and
re~affirm our commitment to rapld consmderation of CPC&N' requests,
as envisioned by the PSA.

By this order, we affirm the Executive D;rector's
rejection of the application.

Given the Executive Directer’s rejection of the
application, and our affirmation of nis action, there is no longer
any matter pending before us, as PG&E’s Reply correctly notes.‘
Therefore, we will close this docket.

Findings of Fact .
1. In the absence of a distinct appellate process under
Government Code § 65943(c), Rule 85 of the Commission’s Rules of

Practice and Procedure is the appropr;ate p:ocedure tor challenges-
under the Permit streamlining Act. ‘
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2. Apﬁlicants' appeals were filed in compliance with Rule

85. : '

3. The responsibility for preapplication review has been
delegated to the Executive Director.

4. Completeness of an application at the beginning of the
proceeding is critical because of the time constraints of the
Permit Streamlining Act, which must be accommodated in conjunction
with the Commission’s statutory cbligations undexr PU Code §§ 1705
and 1102. '

5. As a means of discharging its obligations undexr the COT
Project Memorandum of Understanding (MOU) to provide 1000 MW of
firm bi~directional power between Tesla and_xidway, PG&E included
in its first application a new transmission line south of its
existing Tesla substation (the Los Banos=-Gates lmne), at an
estimated cost exceeding $100 million.

6. Neither SDG&E nor Edison included the Los Banos-Gates
line in their first applications, relying instead on wheeling
arrangements, and this lack of consistency among the three IOUs
regarding the definition of the COT Project was one reason why the
first applications were determined to be incomplete.

7. In the second COT Project applications,'the Los Banos-
Gates line was omitted:; instead, the three IOUs included South of
Tesla principles, which provided that all COTiProject participants
would share in certain system upgrades by 1991.

8. Only the IQUs bhave agreed to the south of Tesla
principles: there is no indication that the non IQU COT Project
participants agree that the south of Tesla principles will provide
a satisfactory level of firm bi-directional ‘transmission service
between Tesla and Midway, and DRA asserts that the principles will
provide a level of service somewhat less than “firm.”~” '

9. Because there is no agreement among all COT Project
participants on the South-of-Tesla extension, which is part of the
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COT Project MOU, there is no agreement on a detzn;t;on of the COT
Project.

10. Applicants have failed to provide‘a clear undisputed
project description as required by GO 131-C.

11. Applicants’ filings for certificates of public
convenxence and necessity were incomplete.

12. - The Executive Director’s determinat;on of incompleteness
was reasonable.
conclusions of Iaw .

1. The critical determination of completeness lies within
the reasonable discretion of the Commission.

2. Once the Permit Streamlining Act clock staxts, the
Commission bas only 180 days to reach a final decision from the
date the applications are determined to be complete, or the project
is “deened approved.¥

3. The responsibilities of the Comnission under the Permit
Streamlining Act must be reconciled with the Commission’s
obligations pursuant to the Public Utilities Act.

4. The appropriate focus of a preapplication review is
adequacy and completeness of the application, and not a critique of
the merits of applicant’s showing. o

5. Given his concerns about a lack of project definition
(moxre specifically the lack of clarity about appllcants' MOU duties
and obligations relative to the South of Tesla issue), the
Executive Director properly determined the applications to be
incomplete and there was no abuse oz the discretzon delegated to
him by this Commission. -

6. The determination of the Executzve Director to reject the
application(s) should be affirmed.

7. This docket should be closed, sxnce there iS»no longexr
anj matter. pendxng before us.

-
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QRDER

IT XS ORDERED that:
1. The Executive Director’s rejection of A.87-10-016 is
hereby affirmed. :
2. The docket in A.87-10-016 is closed.
This order is effective today.
Dated February 16, 1988, at San Francisco, California.

STANLEY W. HULETT
, President
FREDERICK R. DUDA.
G. MITCHELL WILK
JOHN B.. OHANIAN"
Commissionexs

~/s/ JOEN B. OHANIAN
/8/ G. MITCHELL WILK
. c:ommissioners

‘ We will file a written concurrence.

I will file a written concurrence. :
1 /8/ FREDERICK R. DUDA :
Commissioner

N c:mw,mxr«ms DECISION
- WASAPPROVED- BY. THE ABOVE
: 'ccmm.ss‘oueas TODAY.

j/,ﬂ;f

" Vinewr {.UMMO\.-‘-‘W’ D:mc?or
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STATE OF CALIFORNIA

‘BLIC UTILITIES COMMISSION APPENDIX A
N

VAN NESS AVENUE Page 1
FRANCISCO, CA. 941023298 ‘

GEORGE DEUKMENIAN, Governor

Novembexr 13, 1987

C. Edward Gibsoen

Attorney at Law

San Diego Gas and Electric Company.
P.C. Box 1831

San Diego, CA 92112

Re: A.87=-10-016 CaliorniaQOregOn Transmission Project
Dear Mr. Gibson:

We have reviewed the above appliction for a certificate of public
convenience and necessity for the Callfornla-Oregon Transmission

Project (COTP) and concluded that it is incomplete as submitted.

Accordingly, we cannot at this time accept the application for

filing pursuant to Government Code section 65943 and CEQA
Guidlines section 15101.

As you know, Southern California Edison (Edisen) and Pacific Gas
& Electric (PG&E) simultaneously filed separate applications as

co-participants of this project. TFor reasons discussed below, we
are notifying these applicants today that thelr applications are
also lncomplete and cannot be accepted for filing at this time.
Upon submission of the requested materials, staff anticipates
that the Commission will consolidate the review of the three
applications into one proceeding.

In general, the deficiencies in SDG&E‘’s application are:

1) Failure to include enough information to allow the
commission to conclude that estimates of the
availability and price of PNW power upon which this
application relies are of sufficient reliability to
satisfy Public Utilities Code §1102. In particular, we
are concerned about the lack ¢f a current BPA estimate
of PNW power available for export to Cal;fornza, the
absence of an analysis of this project in the context
of BPA’s Long-Term Intertie Access Policy, and
unavailability of the IOU/Edison PNW computer model in

a form that CPUC staff can readily access.

The lack of basis supporting the assumption in the
application that the non-IOU project participants will

agree that the south—ot-resla transnission principles
satisfy the MoU.

The incomplete description of the capacity exchange
agreement between Edison and the Los Angeles Department
of Water and Power, the operating assumptzons-resultxng
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from it, and the reason the other Ioﬁs chose not to
participate in it.

The inconsistency between SDGXE’s application and those
of PG&E and Edison in the cheoice of a baseline case for
evaluation of benefits. As requested by the Commission
staff€, PGLE and Edison use the muni-only alternmative
as the baseline, whereas SDGLE uses the no=-line
alternative. This makes it infeasible for the
Commission to readily understand the overall impacts on
IOUs of their participation in the project.

The lack of information supporting the contention that
SDG&E would lose its intertie entitlements after 2007.

The inconsistency between SDG&E’s application and those
of PGXE and Edison in treatment of allocation of
entitlements on the Pacific Intertie after 2007.
Whereas SDG&E treats the proposed Commission action as’
a laxge benefit of COTP, there is no off~setting
accounting of this proposed Commission allecation in
the benefits claimed by PG&E and Edison, resulting in
double-counting of this capacity.

The specific information that would make your application
complete includes the following major items:

1)

2)

3)

A transmission agreement signed by all COTP
participants, or alternatively, statements that the
principles signed by the IOU’s satisfies the MQU;

Delivery of SCE’s Northwest Model in a generally used
computer langquage (FORTRAN 77)r

Filing of supplemental information containing findings,
estimates, and forecasts made by BPA in their Final IDV
EIS, a reconciliation of the differences between these
BPA’s results and those from the SCE model, and a
discussion of the effect of the LIIAP chosen by BPA:

Provision of all avallable information pertaining to
the entitlements exchange described in Edison’s

application and incorporated in all three IOU
applications. ‘

Provision of a baseline econouic analysis of the
project as it effects SDG&E using the muni-only
alternative as done by PG&E and Edison.

Letters, memoranda, or other written material
indicating that PGLE and Edison intend to deny SDG&E
its intertie entitlements aftexr 2007, showing that
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SDG&E has attempted to initiate negotiations on this
matter, and showintg that PG&E and Edison have not been
willing to discuss the issue.

Either withdrawal of the ¢laim of a benefit associated
with allocation of entitlements on the Pacific Intertie
after 2007, or consistent treatment of this

benefit/cost in SDG&E’s application and those of PGLE
and Edison. ' ~

A list of the specific deficiencies is attached. .
It is our sincere desire to have the CPUC review process for this
project move as quickly as feasible. Accordingly, we will keep
this application on the docket pending submission of the material
requested, allowing the applicant and Commission staff the

opportunity to proceed on all issues of the case not dependent on
the missing information. ‘ :

In oxdexr to discuss either the deficiencies identified in the
attachment, our staff is available to meet with you at your
earliest convenience. If you would like to schedule a meeting,
please contact Mike Burke at (916) 322~-7316. _

'Si cerely,

o

Executive Director

Attachment

¢c: Mary Carlos
ALY Carew
James E. Scarff
Mike Burke
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ATTACHMENTS ~

SDG&E's COTP CPC&N Application deficiency letter has two
- attachments. Each of the two attachments has three sections,
organized according to the following outline: -

Attachment 1 contains deficiencies from the May 8, 1987 letter.
This Attachment has three Sections:

Section 1: Utility-specific deficiencies
Section 2: EMA Tier II deficiencies
Section 3: Engineering deficiencies

Attachment 2 contains deficiencies from the October 1987 CPCAN
Applications. ' :
This Section has three Attachments:
Section 1: Utility specific deficiencies
Section 2: EMA new Tier II deficiencies
Section 3: Engineering deficiencies

' - In some instances, detailed references to specific sections of
the Applicant's documents are shown, using the following coding
conventions: - : '

OA = Original Application
DL = Deficiency Letter
NA = New Applications




A.87-10-016 ALJ/LTC/teg .  + ' =« °
APPENDIX A
Page 5

- 2

. | ATTACHMENT 1 - Section 1

SOG&E - SPECIFIC DEFICIENCIES

The following list of deficiencies refer to the deficiencies
identified in the May 8, 1987 letter that have not been
adequately addressed in SDG&E's October 1987 COTP CPQ&N
Application and associated materials.

Deficiency 5. of the general deficiencies asked for sonme
substantiation that SDGEE's existing entitlements will be
curtailed. Thic question was completely ignored in exhibit F,
with no referaence to 2 rXesponse at all. The only explanation was
found on page 35 of Exhikit B, "For the past several years, there
have been indications that continuation of SDGAZ's proporticnal
entitlenent to the existing Pacific Intertie and upgrades, under
terms equivalent to that of an owner, are threatened after
2007...". There is nothing to backup this statazment again.

Exhibit B: Economic Analysis, Need Statament, and Alternatives

Deficiency 1. Data for five years on the Pacific Intertie
overleading situation was not provided.

Deficiency 2. SDGXE was asked to provide backup on the clain of
"access to low cost PNW enexgy". While a partial response was
made in providing curzent contracts, SDG&Z claims they can nes
discuss prices as they are currently negotiating with 13.
entities in the PNW. This information, if confidential, should
be icdentified as such when submitted.

Deficiency 3. SDG&E was asked to support the assunptions made on
wheeling charges. The response refers to the Revised Principles
of Tesla - Midway and the price agreed to. It is not clear

that this is the price PG&E has agreed to for all wheeling

related to the project. In addition, there is no verifiecation of
SCE's wheeling costs.

The second part of the question asked for support for the
statment that the wheeling rates will be supstantially higher iz
they are not an owner in the project.  No response was provided.

A third part of the question asked for an analysis of how high
wheeling rates would have to go befere it would be unreasonable
to buy the power as a non-owner. NoO response was provided.

Deficiency 9. SDG&E was asked to supply information on the
assunption of unrestricted access teo remarketed PNW economy
- energy. The discussion of this issue on pages 23-25 is very vague
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. and a nunbexr of statements are made without any verification,
such as, "The statewide dispatch would be changed in the

direction of higher overall costs, thereby driving down savings

on economy energy within the state". There is nothing to explain
or support this statement.

Exhibit C: Cost Estimates

Deficiency 4. SDGE&E was asked to reflect the Los Banos-Gates
costs or other altermative in the cost estimates presented in
Exhibit C. There is only one reference in Exhibit B about these
costs which simply refers to Exhibit A. There should have been
some discussion in Exhibit C with estimates of the costs under
the two options currently being considered. '
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ATTACHMENT 1 - Section 2

DEFICIENCIES IN EMA ECONOMIC ANALYSIS

Deficiehcy 1. * P.U. Code Section 1102

The application cites EMA report Sections 3.3 and 3.4 for
complxance. These sections fail to reflect increased cost,

possibility of future increases and teas&bxllty of contracts in
the following ways: :

1.1. The application claims that the price for the mix of
services fronm the PNW will cost about 75% of the cost of a gas
turbine (page 3=46). The application needs to show that the
prices in fact do that compared ¢o the costs of a gas turbine
used in the EMA analysis separately each for PGAE, SCI and SDGSEZ.
Further, some basis for the 75%, is needed (e.g., conparison of
historical prace, to historical costs of €T, statements of PNW
sellexs that their future price linit is 75%).

-

1.2. BPA's SL rate applies to only 1350 MW of capacity and 72¢
aMw of energy. The application needs to explain wivy a schedule
for 1350 MW applies to capacity sales in excess of 5500 MW (or °
whatever will be the r*rm.ca::y-ng capacity of the exzst;ﬂa lines
hefore COT?), ard applies to nonfecderal sellers as wel 1 as BPA.

1.3. . The appllca-mcn mustT explain why existing contract -

capacity/denand prices substantially exceed the projected prlcea
for the COTP analysis. ‘

1.6 ENMA assumes the PNW capacity rate will be BPA's initially
propesed SL-87 for a four month summer rate. This is to
represent the feasibility of negotiating long term contracts
under reasonable charges. To make this a credible clainm, EMA
must show why the current and proposed actual contracts with the

PNW for capacity are substantially greate* tnan the BPA assumed
rate.

1.7 No analysis or data was presented on the effect of the Long
Tern Intertie Access Peolicy (LTIAP) in EMA's analysis. The
‘application should provide analysis and data on the effect of the
LTIAP? on the COTP as regquired by P.U. Code 1102 including the
effects on econonmy energy, firm capacity and energy purchases.

1.8 In Table 3~6, support is needed for the assumption that
dependable hydro capacity in the summer is the same as in the
winter. Support is neceded for why the Canadian surplus will last
in excess of 1500 MW past 2006/07. Support is needed for the
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assumption that the cost of this surplus is less than the
propesed BPA SL-87 rate used in the analysis.

Dez;c;ency 2. 1 Capacity purchases by utillty (OA pages 12 and
« 104; DL page 1 NA EMA 5.2 1 3 and Takles 5-90,
5-91, and 5-92)

The regquest was to provide the estimate of MW purchased by the .
municipal utilities in the EMA study. The answexr refers to RMA
section $.2.1.3 and three tables. These citations do not contain
an answer about the assuned MW‘of municipal utility purchases in
~the EMA analysis.

Deficiency 2.3 Capacity purchase aésumption and the BPA IAP (OA
pages 36 and 37; DL page 27 NA EMA 3.3 and 3.5)

The regues®t was to reconcile the assumed capacity purchases over
the COTP with the terms for capacity sales in the IAP,
specifically Ixhibit B and the way the IAP provides for firm
sales., The answer provides consicerable informaticn on the
absolute physical capacity amounts, along with a statenment that
the IAP should not be considered since the Adninistrator says the
final LTIAP? will not be ant'-compet; ive.

The answer is respcns_ve only in part. 7The physical capabilit:
and the ICUs opinion on how the LIIAP should be considered is
clear. There is no reconciliation, however, between, on the one
hand, the proposed LITAP and Exhibit B, and, on the other hand,
the assumptions in the EMA study on capacity sales.

Deficiency 3.1 Spot Capacity (CA page 23; DL page 2 NA EMA 3.1)

Applicant was asked to support the claim that capacity is a
function of water years (e.g., more capacity is availlable in
noncritical water years, rather than the alternative that the
anount of capacity is not a2 function of water year but that
whether the PNW asks for return of the . energy is a function of
different water Years). The new study makes the sane unsupported
claim (EMA Section 3.1.3.4, page 3-13), and fails to provide any
suppert.

Deficiency 3.2 Capacity from seasconal diversity‘(OA.page 23; DL
page 2; NA EMA 23.1)

Support is needed for the claim that resources in excess of
éemand in the Northwest Power Pool Area of 25882 MW exist in the
summer of 1587. (EMA Section 3.1.8, page 3-17.) This should be
reconczled with Table 3-1 wh;ch shows about 8000 MW of flrn
surplus in July 1986.
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Deficiency 3.3 Duration of éapacity (OA page 65; DL—page 3; NA
EMA 3.1)

Lack of support for the assumption that PNW surplus capacity will
last 30 years was identified as a deficiency. The answer is EMA
Section 3.1. This section develops the applicant's claim of
surplus through 2005-6 for the PNW and 2006~7 for Canada. No
support is given that these levels will not deteriorate over the
life of COTP (now assumed to be 40 years).

Deficiency 4.1 Composite PWW‘capacztj price (OA‘page 63; DL page
4; NA EMA 3. 3)

Apnl;cant was asked to support the bas;s for the capacity price
used, with several specifics and examples identified. The
appl;cant's answexr to this deficiency item is EMA Section 3.3.

The answer does not adéress the deficiency item. The EMA study
does not explain the reason to assunme nonfederal prices will be
the same as federal prices. The study does not show that
nonfederal prices in existing and proposed contracts are egual to
federal prices.

EvA does state that it uses a single composite price to represent

a nix of capacity sexvices, and that composite price will be

on the order or 75% of the cdst of a combustion turbife (EMA pace
3=46). Support is needed for that assunpticn. For exazmpie, is
the initial proposed SL-87 rate used in the EMA sTudy on th
order of 75% of the cost of a combustion turbine for PGYEZ? SCZ?
SDGEE? What is the cost of the surplus capacity to the PNW
sellexrs? Is it less than the assunmed price?, Sinilar to the
energy portion of the study, why is it more reasonable to use a
single composite price for the capacity po:t en of the study and
not so for the energy portion?

Deficiency 5.1 Energy over COTP' (OA pages 16, 39 and 113; DL
page S; NA EMA 3.2.3 and Appendix I)

Applicant was asked to reconcile the estimated sales over COTP
estimated by BPA and those in its own analysis. The answer is
EMA Section 3.2.3 and Appendix IX.

The response provides several clues to the reconciliation, but is
deficient for the following reasons. First, the direction of the
reconciliation varies between items (that is, some explain the
difference, but some would make it worse). Second, the apparent
magnitude of the reconciliation items does not explain the wide
difference between studies. Third, some of the items would nake
for no difference hetween studles.

The following discussion addres es each specmrzc explanat;cn,'c*
a difference between studies and will help explain why the
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reconciliation is deficient. As the conclusion makes clear, if
this is the applicant's best reconciliation and all there is, the
applicant may so indicate. If more information is available,
however, the applicant must make that clear at this time.

A. Differences in Pﬂwjload growth

On the surface this supports the applicant's claim. The effect
on sales to California is unguantified, however, and the effect
may go the other direction. TFor example, higher load in the PNW
probably means that the PNW installs more resources.
Southern California Edison has pointed out in other proceedings
before the CPUC (SCZ's General Rate Case) that if more
resources are built in the PNW (even to mee% PNW load

growth), there will be more (not less) surplus capacity, and
likely more (not less) surplus energy. Thus, the reason

given in Appendix I may actually explain why the EMA study
should show less (not more) energy than does BPA, since

there is less load growth and less resource additions in the
IMA study. C

/v

B. Differences in coal plants
The answer says that 1715 MW of added coal

resources arc used in the EMA study, for extra enexzgy of
1203 aMW. Tue answer fails to address that there is added
load +o be met by tlese resources, and what that capacity
and energy lcad is. The net surplus is less than the gross
anounts listed. The effect supports the direction of the
EMA stuly results, but the magnitude is unclear.

C. Definition of California market
The differences in definition of the California market will

explain why EMA estima%es are 16% greater than 3PA's. However,
EMA's estimates are 153% more in 1995 and 2004 than are BPA's.

D. Gas prices

BPA uses higher gas prices. If California imports
more when gas prices are higher due to greater benefits frox
the transactions, and more transactions being economic

+ (e.g., being able to import even the most expensive PNW coal
that lower gas prices do not support), than this reason
would support EMA results being lower (not higher) than BPA.
This reason does not suppert the difference in results.

E. BPA has higher enercgy prices

BPA has higher energy prices, but assumes that
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they are never more than 75% of California's decremental
costs. There is always sufficient margin for California to

import all that the PNW has to sell under that assumption.
This reason does not explain any difference between studies.

' L J
G. COTP in-service date

EMA assumes that COTP is operational 5 nonths
earlier than does BPA, out of a 40 year project (4380
months). This affects 1991 energy only, but 1991 is the
vear of least difference between EMA and BPA. This reason
does not explain the differences in 1995 oxr 2004.

Deficiency 7.1 Prices for PNW nonfirm eneégy (CA pages 13 and
83: DL page 6)

A. Derivatien (NA EMA 3.4)

The new application abandons the 60% and 82% ratios for prices,
and new uses a 50/50 share the savings as the base case. 'The
applicant nmust suppert why this is a reasonable assunption.

the applicant wishes to assume a 50/50 split, the apglicant =
explain why hyéro variable operating costs are net used for -

b
us=
ileck

Deficiency 7.2 Prices for Southwes: ncﬁf;:: eﬂevay (On paces §i~
3; DL page 7)

A. Derivation (NA EMA 4.5.2)

The deficiencies for the derivation of the Southwest prices ar
very similar to those for the PNW prices. (See 7.1 (a) above)
Support is needed for the very central c¢laim that the prices ave
actually based on a 50/50 split. Support is needed for SDGAZ
forecast that the off-peak przce will be 0.93 of the on-peak
price (page 4-59). Support is needed for SCE's ratio of 0.863.
Yarginal cost estimates in Table 4-45 must be corroborated by
actual recorded marginal costs (e.g., system lambda, Califormia
Power Pool cuotes). Prices in Table 4-45 must be adjusted for
losses to be comparable to the marginal cost. Table 4-45 is
based on 9500 BTU/kWh, while the estimated cff-peak prices are
based on 9000 BIU/kWn. The applicant should support the clain
that the correct estinate of marginal cost in Table 4-45 is based
on 5500, not 5000 (te the extent most of the Southwest energy is
purchased off-peak), or a we;ghted average of 9500 and 9000 based
on actual on- to off-peak imports.

The appllcatlon nmust reconcile the claim that Tier II analys*s is
utility specific, with the calculation of the Southwest price on
a non-utility specific basis. For example, in the on-peak
period, if the PROMOD III runs show the average incremental heat
rate for any utility in any snapshot year is in excess of 9500,

5
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the actual energy benefit is overstated when the price is
corxputed based on 9500. Support should be provided for the
assumption that gas will be the marginal fuel for the 40 year
‘life of the COTP, and that the incremental heat xrate will remain

at 9500 and 9000, not declining over time as utilities reoptimize
and modernize tleir own plant.

Support should be provided for the assumption that the SW‘przce
as a percent of decremental cost for each block declines over the
life of COTP (Table 4-46 and 4-47), vhen the actual data shows it
has been increasing in the 1980's (Table 4-45).

The CEC ER-6 sensitivity scenario should be supported by
‘explaining why the gas price increases, but the coal prices in
the Scuthwest do not (Tables 4-48 and 4=-49).

B. Coal escalation rates (ﬁA EMA 4.3.2)

The gas price escalation is 9.0% annually from 1985 to 2005
(Table 4-14) and 5.5% thereafter (Section 5.1.3). Coal prices
escalate at 5.5% from 1991 to 2031 (Sections 3.4.2 and 4.5.2.2).
The original deficiency asked the applicant to support the
substantially different escalations in gas and coal to 2004,
which by itself results in coal prices being dramatically lower

than gas in 15 years. The new application fails to answer this
deficiency. o e o ‘ -
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ATTACHMENT 1 - Section 3
ENGINEERING DEFICIENCIES

The following Deficiency numbers refexr to the Deficiencies
identified in the original May 8, 1987 letter.

Deficiency 3. 7The Applicants did not provide the following data:

- Individual line ratings:

- Series capacitor ratings (continuous and 30 minute
ratings):
The specific element(s) that linit the transfer rating
in a worst case scenario.

The Applications should provide this information for all 500 XV
line sections between Malin and Midway.

Dericiency S. A detailed discussion and analysis of the
following was not provided: : ‘ -

Under frecuency lcad shedding reguiresents:

Generation dispatch constraints/»ractices which differ
from strict econonic dispatch based on heat rates. .
EZfects of curtailment of Northern Califoyrmia hydro
generation as reqguired by the Pacific Intertie
Agreement on loop flow curtailments.

Deficiency 6. The data provided does neot include any detailed
engineering studies to suppeort the alleged reliability benefits.

Deficiency 7, 8 and 9. The,responses provided refer to five
reports by the PSSC. These reports lack sufficient detail to
verify the results. ‘ :

The Application is still void of substantial systenm engineering
data. Copies of power flow and stability studies performed for
the COTF should be provided including the feollowing:

a. Base case load flow plots or printout for the
California arcas for each of the four base cases used
in the most recent COTP stability studies.

A stability case for loss of Olinda substation (500 XV
line to Tracy and the 500 XV to 230 KV transformer)
without the islanding scheme and with conditions :
gimilar to the credible two line outage cases listed on
page 87 of the Preferred Plan of Service and Power
System Studies, March 1987. ‘
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. : Stability plots for cases Lsp 126 and 127 listed on
page 87 of the Preferred Route Plan of Service, march
1987 report. Include plots of 500 KV voltages such as
Devers and other 500 XV buses, NW and SW system angles,
frequency plots, and series capacitor currents.
[ 4 ! .

Frequency plots for case 1 of the Corridor Separation
Report (loss of three project 500 KV lines).

A description of the NE/SE and NW/SW islanding schemes
listing the ‘circuits tripped.

Details on the various remedial actions schemes should
be provided.

Existing and future transmission service comnmitments
for all 500 KV line sections between Malin and Midway.

h. All studies or analysis performed to determine the
future nomograms with and without COTP. ‘

Deficiency 10 and 1l. The response was inadegquate. The
requested information on outages should be provided on all line
segments and projections of outage probability should ke
performed. . : S :
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ATTACHMENT 2 - Section 1

$DG&E OCTOBER 1987 COTP'CPC&N'APPLICATION

l. The EMA analysis was prepared for all of the participants of
the COT Project as the official economic assessment of the
project. The conclusion of the report is that it does not make
economic sense for SDGSE to be an owner in the line. SDGSE is
best off in the case of the Munir's duilding the line and selling
energy to SDG&E.

SDG&E has chosen to try to discredit hoth of these conclusions
and redefine their own economic analysis with a set of "stirategic
benefits™. SDG&E's own assessment takes their benefits fLrom $4.4
million (EMA's conclusion) to $62 millien.

The analysis is deficient for several reasons:

a. SDGSE assunmes the most likely alternative to the I0U's
part_c;pat;ng in the COT? is that ne project is built at all

while the other utilities are assuming that the. Muni's will bu*’d
the project without them. This inconsistency must be explained
and/or eliminated.

b. IZ the Muni's do build the project, many of the strates
benelits estimated will occur anywdy regardless of SDG&"s
paxticipation. These benefits include reliability, lower prices
for economy energy due to PNW/SW cempetition, many of the
operazing benefits, and reduced air emissicens. Thisrpoi:: is not
discussed. .

Many of the calculations of s*—ateg;c benefits are not

;adcquately explained as to the assumptions made and the source of
nunbers used.

d. One of the major st rategzc beﬁefats occurs if SDG&E loses
their entitlements on the existing PNW AC and DC lines in the
year 2007. There is no evidence t¢o substantiate this clainm.

SDGGE asserts that PG&LE and SCE are unw;llxng to negotiate at

this time, which may be understandable given that the contract is
20 years away :rom renewal.

2. The Applications contain no discussion about whether the Muni
participants, in particular the Resale Cities, will agree to
proceed with the project with the~Transmxssmon Przncxples
proposed in place of Los Banos-Gates.

3. There is no analysxs or discussion of the resale municipal

ctilities' (Ananeim, Riverside and MSR) willingness to absord the
IoU port:.ons of the COTP in the Muni COTP option with only the

Transmission Principles and "Intertie Firm" as opposed to the Los
Bano*-Gates line.
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4. SDG&E claims that its 46 MW share of the COTP will provide
the following:

a. 47 MW of CT peaking capacity:

b. 46 MW of transmission service;

€. 46 MW of Interconnection Support;
d. Other benefits. .

The application should explain how all these benefits will be
derived from the same 46 MW entitlement.

5. Docunmentation was not provided to support the statements
regarding SDG&E nonparticipation in the Pacific Intertie after
2007 (pages B-5 and B-35). The documentation on the analysis of
the net benefit of COTP on the Company's post-2007 Pacific
entitlements is inadequate. The assumptions used should be
listed, methodology explained, and all workpapers provided.
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ATTACHMENT 2 - Sectipn 2.
EMA STUDY Dsrxéxmcxss

1. SCE-LADWP exchange (EMA Section 2.4)

The EMA analysis is based on the SCI-LADWP exchange of
transmission entitlements.

The application must clarify whether PGEE and SDG&E take their
shares of the exchange under the California Power Pool
agreements, and whether the EMA analysis assumes they take theix
shares or not. The application cannot be accepted until the C°UC
taf? is provided full information on the details of this
exchange. SCE claims that their case with the exchange is the
“conservative” case. If that is true, this claim must be
surported. SCE has a posz ive benefit to cost ratio for its
pa:* icipation in COTP given the entitlezents exchange; without
the exchange are we sure the B/¢ dec ines?

-

2. Key Economic Assumptions (EMA Section 4.1, Table 4-1)

Support is needed for the utility discount rates. The assuned
capital structure and cost of funds for each component must be
provided. .

-

3. WAPA Resources -~ (Section 4.2 and 5.1.5)

EMA's analysis lacks sufficient discussion and worikpapers describing
the treatment and meodeling of WAPA/PGAZ/TANC energy and capaC‘*v
azounts. How the mo“elxng treatnent cerrelates to the various
contractual provisions and operating practices including pricing
provisions and curtailment practices should be explained. The
Applications should also explain how the PROMOD outputs were adius=ed
to obtain the figures in Table 5-2 through S-13.

4. Anaiysis (EMA Section 5.0)

The application should justify-the use of a 2 mill minizum saving
level for econony transactions in EMA's analysis (page 5-2) with
considexation given to losses, wheeling charges and the 15%
marxup used in the PNW and SW nodels

5. Provide justification for the assunption in EMA's amalysis
and/or model that a utility will first provide transmission
~ service to another utility to enable a lower cost econony energy
transaction to occur instead of using its own transmission
capacity to maximize profits by selling econorny energy.
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6. Provide justification for the dszerent assumptions and
methodology used to estimate wholesale and retail revenue inmpacts
between PGSE and SCE. Explain why SCE could not reduce its
charges for sales of capacity in order tovcompete with PNW
suppl;ers (pages 5-123 through 5-129).

7. No documentation ot SCE's transmlss:.on rates were provided :.n
the EMA or SCE analysxs.

8. Page 4-33 states "For intermal planning purposes, SCE assumes
that the maximum loop flow, without COTP. is 800 MW, and 1200 MW
with the COTP. As such, there is no such reduction in loop flow
on the two existing AC lines (2/3 of the 1200 MW with the COTP is
800 MW, the same loop flow as without COTP". In quantifying the
Strategic Benefits due to reduced leoop !Icw, however, 900 MW of
loop flow with COTP was assuxzed. ‘

This discrepancy should be ex*la;ned and. substant*atad with
werkpapers.

L

9. Provide a clear explanaticn of the estinmated cost sharing for
South of Tesla reinforcements. Are the annual collections froxm
SCS, SDG&T and SCPA to be preportionate to their shares of
Fﬁdway-resla transmission? Are the annual collections designed
to recover 2all of PGEE's expe:ses’ If not, then what. pcrt_on.

Do these arrangexents change if the Les Banos-Gates pro:ec- is
found to be necessary?

10. Illustration 5-1 of the EMA Cost Effectiveness Report does
not represent correctly the PROMOD multi-area modeling of
California. CVP and S-WAPA a2re not separated out. Provide a
corrected Illustration showiny the modeled interconnections
between the 12 areas. -

11l. Neither the CPCN applications nor the PROMOD user manual
document sufficiently the moxitoring of critical interfaces
between areas. Specifically, docunmentation is lacklng describing
whether, in the case of two or more tie lines passing through an
interface, if each tie separztely, or only the total capacity
through the _interface is not to be exceeded.

Provide just;facatxon to support the claims that the PROMOD
nmulti-area modeling on a state-wide basis captures current
utility practices and econoric effects for each utility.

12. Capital Cost (Section 5.4)

The total capital cost is estimated at $ 465,992, ooo.
This consists of four components: Direct Cost "ro:ecasted"
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by RMI, Indirect Cost, AFUDC/IDC, and Line Outage. The
report does not provide adequate references to specific
workpapers on Direct Cost and Indirect Cost. How did RMI/
I0Us arrive at these figures? Please provide all
necessary docunents. :

L
13; Cost of South of Tesla Reinforcements (Section 5.4.6)

EMA assumes that the costs South of Tesla will be expensed and
not capitalized. The rational for this must be explained. If
- this is not usual ratemaking procedure, the applzcat;on must be
- based on ratebasing the investzment and. show the impact on the

- project.

- 14. Resource Plans (EMA Sections 4.4.2 and 4.4.3)

The resource plans without COTP must be‘prov1ded}‘ Also, energy
- resource plans (or if not plans, at least energy balances which

result. from the adopted rescurce plans) must be-prcvaded with and
- without COTP. _ S

~15. Cost to I0Us (Section 5.4)

From the analysis, the costs to IOUs can be summar¥ized as
follows:

Table 5-122 Table 5-124 Table 5-128
Base Case Replacezent Revenue Pequirexzents
Substation ‘ incl. Sub Replace cost

$129,378,000 $192,300,000 ' $183,878,000
SCE $ 95,600,000 $165,380,0000 = $143,800,000
SDG&E $ 18,233,000 $ 26,920,000 $ 26,330,000

Please demonstrate, using an example, how the :evenue

requirements (including the substation replacement costs)
were derived.

16. TFuel Price Forecasts. (Section 4.3, pp. 4-16 through 4-28.)

Yo explanation is given for the assumpt;on that . the appropriate
marginal gas price forecast is a weighted average of the three
IOU's marginal gas price forecasts. Separate price forecasts are
used for other fuels, such as coal. Since the IOU's differ as gas
buyers (e.g., PG&E and SDG&E are combined gas and electric
utilities; SCE is not), the basis for using a weighted average
marglnal gas price forecast must be supported.
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17. Firm contracts (Table 4-52)

;The application nmust explain why the firm contracts listed in
‘Table 4=-52 cannot be carried over each owner's share of the
existing Pacirlc Interties. :

A further explanation is needed of the forecast price for the
firm eneryy (on what are the forecasts based) and the assumed
‘avoided cost that is avoided by this firm energy (along with an

explanation of the assumptions used to estimate the assumed
avoided cost for firm energy). -

18. Provide the basis for the assunption that the additional
cost of generating the energy not received (due to the 3.5% loss
factor applied to the net flow of California ecouony energy north
to south or south tonorth) was split equally amcng the. buyers
and sellers of the net California economy energy flow; (Section
S.1. 5.2, P-5-61) ~

L g

"
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ATTACHMENT 2 - Section 3

ENGINEERING DEFICIENCIES

1. A description of the reinforcements of the transmission
system south of Tesla to meet the projected COTP transmission
sexvice obligations and the needs of the COTP participants
including SDG&E was not provided. No detailed engineering,
powerflow or stability studies have been provided to determine
the existing transfer capacity after reinforcements, minimum
transfer capacity required for muni acceptance, and the amount of
expected transmission service commitments and their
justification.

2. A detailed description and justification of each of the
interconnection flow limits in EMA's Illustration 5-1 was not
provided. Include a listing of the various transnmission service
conmitments on each path. Explain how EMA models the above
corzectly including the effects of counter scheduling.

-
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JOHN B. omm AND G. MITCHELL wxi.ic, Commissionexs, Concurring:

We join the majority in this decision with-some
reluctance, and do so only because we believe that agreement on
the South-of-Tesla issue is an essential prerequlslte to—start;ng
the clock. We are very concerned that the parties to this case
(both DRA and the applicants) have used the p:ovismons of the
Permit Streamlining Act to front-load this proceeding and begin
litigating the merits of the project before we have even accepted
the application. Were it not for thewSouﬁh—ozéresld'issue, we

would accept this application and let the-process declde the
mexits.

The PSA is one of the few procedural spurs to expediting
the CPC&N process, and we support it fully because we believe that
delay in either granting or~not~g:antiﬁg‘a certificate hurts the
applicants (who may waste time and eirort<in planning a project
that will never be built), the ratepayers (who may lose some of
the benefits of a delayed, cost?eftective'project), and the
Commission (whose staff and support services must handle the extra
workload of lengthy proceedings). We recognize the temptation on
the part of the DRA to use the'pxe-application phase as a lever to
pry more information out of the applicants,.but thisfruns counter
to the spirit of the PSA and we do not support the DRA’s attempt
to use the PSA in this way. The deficiencies noted by the
Executive Director in his rejections, with the sole exception of
South-of—Tesla, seen to us to speak to the merits of the project
rather than to txlxng requxrements.‘ '

The appllcants also bear a portxon o: the blame for the
delays in this case. We see very little evidence that the
utilities have made strenuous efforts to comply with the
deficiencies listed by the Executive Director. Had the utilities
done so, we might have avoided the txme-consumzng necess;ty of
this appeal. If thls lack of cooperatxon contxnues durlng the
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litigation phase of this case, the applicants’ burden of proof
will, it seems to us, be very difficult to meet.

The other project participants (the ”"Munis”), though not
before us as applicants, should nevertheless be aware that we will
oppose this project unless we are convinced that it meets the
requirements for a CPCN, and'cooperﬁtion from the Munis in this

proceeding will likely be essent;al to meetxng the applicants'
burden of proof.

Finally, we join the majority in its concern regarding
the policies of BPA, and if anything we feel even more strongly
that BPA’s proposed pricing policies undermine fair access to
northwest power, and thus are a disservice to Californians and

will weigh heavily in our final opinion regarding the cost-
effectiveness of the COT Project..

issioner

February 16, 1988 '
San Francisco, Cal forn;a
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JOHN B. OHANIAN AND 6. MITCHELL WILK, Commissioners, Concurring:

We join the majority in this decision with some
reluctance, and do so only because we believe that agreement on
the South-of-Tesla issue is an essential prerequisite te starting
the clock. We are very concerned that the parties to this case
(both DRA and the applicants) have used the provisions of the
Permit Streamlining Act to front-load this proceeding and begin
litigating the merits of the project pefore we have even accepted
the application. Were it not for the South-of-Tesla ;ssue, we

would accept this application and let the process decmde the
nerits. ' '

The PSA is one of the few procedural spurs to expediting
the CPCAN process, and we support it fully because we believe that
delay in either granting or not grantingfa certificate hurts. the
applicants (who may waste time and effort in planninq a project
that will never be built), the ratepayers (who nay lose some of
the benefits of a delayed, cost~effective project), and the
Commission (whose staff and support services must handle the extra
workload of lengthy proceedings). .We recognize the temptation on
the part of the DRA to use the pre-application phase as a lever to
pry more information out of the applicants, but this runs counter
to the spirit of the PSA and we do not sdpport the DRA’S attempt
to use the PSA in this way. The deficiencies noted by the
Executive Director in hLS-rejectlons, with the sole exception of
South-~of-Teésla, seem to us to speak to the merits of the. project
rather than to filing requirements.

The applicants alseo bear a portién of the blame for the
‘delays in this case. We see very little evidence that the
utilities have made strenuous efforts to comply with the
dericiencies listed by the Executive Director. Had the utilities
done s©, we nmight have avoided the tlme-consumxng necessity of
this appeal. If this lack of cooperat;on cont;nues durzng the
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litigation phase of this case, the applicants’/ burden of proof
will, it seems to us, be very difficult to meet.

The other project participants (the “Munis”), though not
before us as applicants, should nevertheless be aware that we will
oppose this project unless we are convinced that it meets the
requirements for a CPCN, and cooperation from the Munis in this
proceeding will likély be‘essentiallto‘meeting.the applicants’
burden of proof. ' ‘

Finally, we join the majority in its concern regarding
the policies of BPA, and if anything we feel even more strongly
that BPA’S proposed pricing policies undermine fair access to
noxthwest power, and thus are a disservice to Californians and
will weigh heavily in our final opinion regarding the cost-
effectiveness of the ¢OT Project.

JOEN B. QHANIAN, Commissxoner Commissionar

February 16, 1988
San Francisce, California
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FREDERICK R. DUDA, Commissioner, concurring

This decision resolves SDGAE’s appeal from the Executive
Director’s second rejection of its COTP application. The
Commission’s Division of Ratepayer Advocates (DRA) belicves that
the resubmitted application is incomplete because it does not
contain information sufficient to enable the Commission to
adequately resolve certain issues raised by the project
application. Because the Commission aqtees that the resubmitted
application is incomplete with regard to the issue of project
definition, a deficiency noted in the rejection of the initial
application, it properly rejects the resubmitted application.

Although the majority reaches the correct result in this
case, I believe its decision should have directly addressed
certain issues raised concerning the Permit Streamlining Act
(Government Code Section 65920 g%, _seq.) instead of ducking the
issues by relying solely on the failure of the resubmitted
application to address concerns raised in the initial rejection
letter. I feel that the approach taken by the majority leaves an
unnecessary ambiguity as to our willingness to take full advantage
of the information gathering opportunities provided by the Permit
Strecanlining Act.

In appealing the second rejection of its COTP applicatien,
Edison argues that review of its resubmitted application must be
limited to reviewing materials submitted in résponse to the
Executive Director’s original rejection letter, which included a
list of deficiencies in the first application. In other words, in
Edison’s view the Executive Director may not look beyond the
question whether the original deficiencies have been cured by the
resubmitted application. Similarly, PG&E and SDG&E accuse the
Commission of creating a regulatory moving target.

I believe these arguments unfairly criticize DRA for
secking additional information bhefore making a determination as to
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the completeness of the resubmitted application. DRA’s information
gathering efforts fall squarely within both the letter and the
spirit of the Permit Streanlining Act.

' Government Code Section 65943 (a) expressly provides for a
second determination of the completeness of an applicatioen
resubmitted after initial rejection on grounds of incompleteness.
If this second determination is not made within 30 days, the
resubmitted application is deemed to be complete. If the
resubnitted application is determined pnot to be complete, the
agency’s determination of incompleteness must specify those parts
of the application which are incomplete, and must indicate the
mannex in which they can be made complete, including a list and
thorough description of +the specific information needed to complete
the application. The applicant is required then to ~“submit
materials” to augment its application in response to the list and
description.

Governmment Code Section 65943 (k) provides that, no later
than 30 days after yeceipt of the submitted materials, the agency
must determine in writing whether the submitted materials are
complete. If the written determination is not timely made, the
application together with the submitted matexials is deemed to be
complete. At this juncture, if the agency has determined that the
application, together with the submitted materials, is not
conplete, the agency must provide a process for the applicant to
appeal that decision in writing to the governing bhody of the
agency. (Government Code Section 65943(¢)).

Undexr the Permit Streamlining Act, an agency has two
distinct opportunities to request an applicant to provide
additional information necessary to cure deficiencies in the
application before it must f£inally determine whether the
application is complete. First, if the agency determines that an
initial application is incomplete it must inform the applicant of

-any deficiencies so that the applicant can attempt to cure those
deficiencies in a resubmitted application} Second, if a
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resubmitted application is received, and the agency determines it
is also incomplete, the agency must again inform the applicant of
any deficiencies so the applicant can attempt to cure these
deficiencies with additional submitted material. Once any
additional material is received in response to the second list of
deficiencies, the agency must then stop asking for nore information
and make its determination whether the applmcat;on, as
supplemented is complete.

‘ This several step process is necessary to balance the
interests of applicants in having their applications considered on
their merits and the interests of agencies in having sufficient
information available to enable them to evaluate the merits of the
application. The opportunity for an agency to notify an applicant
that a resubmitted application is deficient is especially inportant
where, as in the present case, the resubmitted application is
substantially different from the'initial application.

‘ In addition to my criticis sm of the majority’s discussion
of the Permit Streamlining Act issue, I feel the need to express my
concexrn with one other deficiency in the majority opinion. Because
the Commission believes that the application is deficient with
regard to the issue of project de:;n;t;on, it properly rejects the
resubmitted application as incomplete. I believe, however, that
the majority should have taken the opportunity presented by this
decision to articulate more clearly its concerns about the
utility’s showing with regard to a number of other critical issues
and to ¢larify certain questions we belxeve~should be addre sed
head-on.:

I would have added the followlng language to«the adopted
decxsmon, just bhefore the Flndmngs of Fact, as :ollows.
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Once the application is accepted, the Commission expects
the project proponents to fully develop the record in this
proceeding. We concur with the basic concerns of our Executive
Director expressed in his letter of November 13. We fully believe
that if the Commission is to make an informed deczsxon on the
mexrits, the proponent utilities must addres' in @etail the
following four questions:

1. What is the agreed upon project description?

2. What quantity of energy is available at what price from the

Noxrthwest, and what unccrtazntles should project ‘proponents.
attach thereto?

How certain can we be that the addition of the COTP will not
reduce the reliability of the western area power grid? (What is
the likelihood that a 3-line failure will compromise the overall
reliability of the overall western electrxcmty syftem’)

. What criteria are project proponents using to evaluate _
rel;ab;lxty (capacity) benefits of the COTP? (Axe these
relzabxllty criteria appropriate or cons;stent with our
generatlon planning reliability crxter;a’)

These are fundamental questions which the Commission
believes must be adequately answered by progect proponents before
an appropriate decision on the merits can be reached. Accordlngly,
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the Commission takes this opportunity to place the proponent
utilities on notice that without an a.aequate showa.ng on these
issues, the Commission will be faced with- the prospect of denylng
the COPT applications for lack of suff;c;ent evzdence.

/ N A et
Frederick R. Duda, Commissioner

February 16, 1988
San Francisco, California




A.87-10-016 ALJ/LTC/tcg.

It follows from the time constraints of the
substantial responsibility of the Commission under
Utilities Act, that the eritical determination of
lie within the reasonable discretion of the ComnjfSsion. The
Legislature has apparently recognized this logi& in electing to
leave the determination of completeness to - agency’s discretion.
The only pertinent requirement of the Act that each agéncy
prepare an *Information and Criteria List/ to help inform
applicants of information that will be xecessary (Gov’t. Codes
§§ 65940-41). The Commission adopted/such a list in 1979 (1 CPUC
2d 166 (1979)). The Legislature di¢/not elect to prescribe to
agencies what information they must obtain, but was silent on the
substantive contents of such lis¥s. The legislature further did
not elect to dictate to the Copmission that the Information and
Criteria List is the exclusiye standard to be applied in
determining completeness. e therefore conclude that the
Commission has been left Lo exercise its discretion in these
matters, so long as it s exercised reasonably.‘ Our standard of
review must recognize /the realities imposed by the Public Utilities
Act and the PSA and smust also reflect the fact that the burden of
proof justizying e issuance of the cér;itidate”is clearly on the
applicant. ‘ \

We ¢ now to the specific arguments raised by SDG&E in
contesting th¢ Executive Director’s determination.

IIX. SDGEETs Grounds foxr Appeal

A. i ‘

Y// SDG&E asserts that its application fully satisfies all
applicable legal requirements and should be accepted as complete.
SDGAE also responds to the propriety of specific information

' ;?quests contained in the Executive Director’s xejection letter.
in

./

ally, it maintains that affirmation of the rejection process
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enployed in this instance would subvert the PSA by creating a
regulatory moving target which no applicant could ever hit.
B. The Application Satisfies all

licoble I LR . \

SDG&E believes that continuing requests for
support its COT Project application are “far in exce
Comnission’s information and criteria standards, ag’well as the
~statutory requirements of PU Code § 11.02. SDG&E posits that § 1102
requires the Commission, not DRA, to assess th¢’/ sufficiency of the
evidence. The utility believes that the defj€iencies noted in the
. Executive Director’s rejection letter are af assessment of the
weight to be given to SDG&E’S showing ratler than a true test of
the sufficiency of the data accompanying the COT application. The
utility maintains that DRA has misused its delegated authority to .
objectively weigh the sufficiency of SDG&E’s application, by
pressing for its own preferred metfodology and assumptions prior to
commencement ¢f hearings. SDG&E/surmises that DRA’s motive is to
gain ”improper and premature djbcovery.” (SDG&E Appeal, pP. 7.)

wWith regard to specffic deficiency noted in the Executive
Director’s letter, SDGLE profrides specific responses. For example,
it asserts that lack of a gurrent BPA estimate of Pacific Northwest
(PNW) power availability As not a deficiency, but rather argument
as to the weight of the/evidence. SDG&E also denies that absence
of information about BPA’s Long-Term Intertie Access Policy  (LTIAP)
is a deficiency, dispguting the existence of any legal requirement
to address the issuyé at the application stagé, and opining that the
final LTIAP will }e available to the Commission prior to
decisionmaking. /SDG&E denies that lack of ready access to the
IOU/Edison PNW £Lomputer model is a deficiency under any legally

dard. SDG&E also disagrees that lack of agreement

by the non-I¢Us to the South of Tesla principles is a deficiency;
again, SDG4E believes DRA is engaging in advocacy on this point.
SDGAE also/believes that attempts to delve into the capacity
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exchange agreement between Edison and the Los Angeles Department of
Water and Power are improper preacceptance phase inquiries, more

appropriately pursued ~at the appropriaté discovery stage.” (SDG&E
Appeal, p. 9.) o _ ‘ , v

SDG&E also disputes the existence of any deficiency due/
to inconsistency between its baseline bgnefits evaluation casg/éad
those of PG&E and Edison. SDG&E questions the requirement
consistent applications among the three IOUs (SDG&E Appeal, p. 11).
Furthexmore, SDG&E denies the existence of any inconsis ency,
asserting that it has not chosen a baseline case for
but instead has reported two major alternatives an yzed by the
IOU’s consultant EMA. While it included strategid benefits for
only one of the two alternatives, it indicates Ats intention to
address the other alternative in its prepareg/direct testimony.
making its evidentiary showing, SDG&E also Aishes to assign
probabilities to these tweo alternatives: .
attempt at the preacceptance stage to réstrict its ability to make
this later showing. ‘ ‘ '

SDG&E also denies that ”14ck of information supporting
the contention that SDG&E would lgse its intertie entitlement after
20077 is a deficiency. It accuges DRA of engaging in premature
discovery on the 2007 issue ag’ a prelude to a subsequent motion to
strike.. In addition, SDG4E gtates that the 2007 issue was
specifically noted as a nopdeficiency in the Executive Director’s
rejection of A.87-04-008/while it is a designated deficiency in
the second rejection lefter. |

Finally, SD@&E disputes the existence of any statutory
requirenent for congistency amoné the IOUs’ assumptions about
SDGEE’s post 2007 Pacific Intertie entitlements. It asserts:

.-« [W]hether PG&E and SCE choose to present
information as evidence should be
consydered by the ALY and the Commission during
its /consideration of the strengths and
esses of the various parties’’
contentions.” (SDG&E Appeal, p. 14.)
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C. The Propriety of Specific
Information Requests

SDG&E objects to the request that it provide a
transmission agreement, signed by all COTP participants/ ox
alternatively, statements that the principles siéned the I0Us
satisfy the Memorandum of Understanding (MOU). SDGHE terms this
request ~argumentative” and irrelevant to its appMication. It also
believes the requested information advocates a pArticular standard
of proef. . :

SDG&E objects to the request that At deliver Edison’s PNW
model in a ¢generally used computer langua (FORTRAN 77), on the
grounds that this recquest expresses DRA’Y computer lanquage
preference, but not a legal deficiency

SDG&E ‘objects to the requesf that it present supplemental
information relative to BPA’s final /IOU EIS and LTIAP, asserting
that there is no statutory requirefient mandating the filing of such
information prior to acceptance ¢f the application. Again, SDGLE
believes this is not a deficie situation, but, rather a
premature DRA discovery requegt.

SDG&E further obj s to the regquest that it provide all
available information pertiining to the Edison-LADWP exchange
agreement, on the groundsy/that the requested information is
irrelevant to its own application, and the-fequest-is premature
(and circuitous) discofery in the guise of a deficiency.

SDG&E beliefes it has already discussed in its
application the reqyested information about the muni-only baseline
alternative. i : -

SDG&E ofjects to the request that it provide further
information pertAining to PG&E’s and Edison’s willingness to
discuss SDG&E’g post 2007 existing intertie entitlement. It
believes this /matter is not a deficiency, but rather a premature
discovery reguest. For similar reasons SDGLE objects to the
requirement/that it either withdraw its claim of benefits
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(associated with allocation of post 2007 intexrtie entitYements) ox
make the three IOU applications consistent on this pojiht.
.~ D. Subversion of the Permit

N W’ - ‘ ‘ .

SDG&E claims that new deficiencies wer¢ raised for the
first time in the review of its second COT Project application. It
believes this “moving target” subverts the infent of PSA by
preventing the initiation of a proceeding. /According to SDG&E,
~this allows DRA to effectively control when all applications are
filed. To the extent that there is any public interest
determination on timing, it should come/ from the Commission rather
than DRA.” (SDG&E Appeal, pp. 20-2l.

IIX. DRA’s Response/to SDGEE’s Appea
A. Introduction and P '.."_|~_1 vbo. X3 %<

Oon January 25, 1987,/DRA filed lengthy formal comments
responding to the appeals of PGLE, Edison, and SDG&E. As a
preliminary mattexr, DRA objgCts to the notion that SDG&E’S
application has been “rejegted,” since the Commission has kept the
A.87-10-016 docket open in order to allow the parties the
opportunity to proceed oh all issues of the case which are not
dependent on the missifgg information. DRA submits the only effect
of the Executive Direftor’s letter is to delay the start of the
clock running undexr £he PSA. .

DRA alsc freports that SDG&E has stopped responding to DRA
data requests, pernding the outcome of this appeal.

Furtheymore, DRA notes that if the Commission grants
SDG&E’s appeal, /effectively finding its application to be complete,
the clock will/start to run under PSA and the Commission will have
only 180 days/to reach a decision on the merits.

' Fipally, DRA argues that the COT Project requires close

scrutiny in/view of the sensitivity of_gpplicants' cost
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’

effectiveness assumptions. It notes that the applicants have
relied on nontraditional benefits (i.e., increased system st

analysis. Thus, the missing information can be of criti
importance, as it relates to the analysis of a single
could tip the scales against cost-effectiveness.
~ B. Ihe Missing Xnformation-

1. IXIn_Genexal .

DRA asserts that SDG&E’s application guffers from
multiple deficiencies, over and above the maj itens discussed in
the appeal. It calculates 40 common uncorrected deficiencies from
the initial applications, 20 common deficigncies arising from the
second applications, and 16 deficiencies /Specific to SDGLE’S
. application. '

2. RU _Code Section 21102

A primary concern is the fdilure of SDG&E to provide
»sufficient reliable information” gf PNW. power prices, as required
by Public Utilities Code § 1102. /DRA notes a substantial conflict
botween applicants’ current estimates of PNW capacity and enexgy
availability and BPA’s own mogt recent lower (by 1,500 Gwh)
estimates of enexrgy export siles. DRA also indicates that BPA is
currently revising its estifmates downward to mitigate certain
fishery impacts. Applicapts’ current estimates axe also much
higher than available rgy Commission and QF industry forecasts.

" DRA points tg certain ongoing litigation which may '
require BPA to furthef mitigate fishery impacts associated with
increased exports of hydroelectric power for COT and other
projects, raising gubstantial questions that the COT Project is no
longer cost effective (DRA Comments, p. 8). According to DRA:

#BPA’s /revised final EIS which will contain its
final/mitigation propeosals is scheduled for
releAse in mid-March. Pending release of that

ent, the uncertainty surrounding fishery
nitigation makes it impossible for the
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Commission to satisfy the mandate of PU Code

§ 1102.” (DRA Comments, p. 8.)

DRA also maintains that the LTIAP, now scheduled for
release in mid-April 1988, has a major bearing on the COT Project
economic analysis. The magnitude of the potential/BPA actions is
s¢ great, in DRA’s view, that they could elimina¥e nearly all
energy and capacity benefits from the project. /DRA states:

~The utilities have arqued that they/should not

have to wait for BPA to issue its final LTIAP.

But this is precisely the policy #dvocated by

PU Code § 1102--that California Mtilities not

commit themselves to expensive ynvestments in

transmission lines to the Nortiwest untzl ‘BPA

has made some commitment regayding price and

availability of power. (DRY Comments, p. S.)

Finally, DRA believes the Fkecutive Director was correct
to identify as a deficiency the fack that Edison’s PNW computer
model, used by all applicants, is Aot yet available to DRA in a
readily known computer language./ Edison’s conversion of the model
to FORTRAN will not be completed until mid-February, according to
. DRA. DRA cites the short lead time between acceptance of the
applications and the due dated for DRA testimony as fuxther
justification for refusing Ao allow the PSA clock to start.

3. The Project Sou¥h of Tesla

PGEE’s first COT Project application contained a request
to build a new line soyth of the Tesla substation (Los Banos-Gates
Project). The Los Bafios-Gates Project is included in TANC’s EIR at
a cost of approximately $100 million. However, Edison and SDG&E
did not include Loy Banos-Gates in their initial applications, and
the Executive Dirgctor noted this inconsistency as a deficiency in
those applicatiofis.
| In their second applications, all three IOUs sought
consistency by/agreeing to a set of principles regarding wheeling
‘south of resl- that would, according to DRA, provide a level of




non=IOU participants, and solely on the basis ¢ the IOUs’
representations that the non-IOU participants Fould ultimately
agree to these principles. DRA points to PGFE’s $100 million
exposure in the event of litigation over - principles. DRA
believes ~this dispute between COTP‘part%pipants as to what the COT
Project is must be settled by all participants before the
applications can be considered completg.” (DRA Comments, p. 12.)

DRA also believes the IOU/applications are deficient for
lack of any baseline studies of system reliability, given the claim
that system reliability is a majegr project benefit.

5. Failure to Disclose Relevant

Information Re Edison~LADWP

Transmission Capacity Excbange

Agreepent L

Edison and LADWg/gaveagreed to exchange 820 MW of
transmission capacity on/lines to the PNW, partially conditioned on

the construction of the/DC upgrade. Edison would give LADWP 320 MW
 of Edison’s capacity on the‘existing AC line and in exchange LADWP
would give Edison 500 MW of capacity on the DC upgrade for a
35=year period. DRA asserts that Edison would thus gain an
- additional 400 of fixm transmission capacity to the PNW even if
- the COT Project/were not constructed. SDG&E’s application, like
: those‘of‘Edison and PG&E, reflects Edison’s participation in this
exchange. |

| DRA. believes the Commission needs to know about feasible

"alternatifés and why they were rejected by the IOUs, in order to
gauge project cost effectiveness. COnsequently; DRA believes the

- Executdve Director correctly identified as a deficiency SDGSE’s

~ failyre to provide any information demonstrating why it chose not
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to participate in the exchange with LADWP. DRA fu gr notes that
there have been recent SDG&E/Edison negotietions keyed to an
exchange of SDG&E capacity on the DC line for Edigon capacity on
the existing AC line, but that SDGSLE has refusegd to honor recent
DRA data requests seeking correspondence relatked to these exchange
negotiations.

6. IThe Muni-Only Baseline

PG&E and Edison measure the beplefits of the COT Project
against a “muni-only baseline,” which 3ésumes that if these IOUs do
not participate in the project, the minis will proceed to build the
line by themselves.2 éslnoted earlyexr, SDG&E’s approach is
different.

DRA believes PG&E and Ydison’s assumptions regarding the
muni‘’s construction costs are gefective in that they have simply
assumed that construction cosfs for the munis will be the same as
for the IOU-muni combinatioy. In DRA’s view, this exaggerates the
attractiveness of the muni only option and consequently exaggerates
the cost effectiveness of the COT Project. DRA believes the
Executive Director corrgctly noted this as a deficiency and
correctly sought to aghieve consiétencyfon fhis point among the
three IOUs. ‘

assunptions that all generating plants are dispatched in optimum

fashion. Sugh assumption, which does not jibe with'actual practice
in DRA’s view, greatly exaggerates each IOU’s ability to absorb PNW
econony energy. According to DRA, the magnitude of this impact is

RA. notes that under the conventional “no project” alternative
baseline, PG&E’s and Edison’s costs of participation exceed
. bengfits by over $200 million (DRA Comments, p. 18).
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. $100+ million, in present value terms, over the life of the projéé:
(Affidavit of Robert Weatherwax; DRA Comments, p. 19). DRA

Do projected economic and strategic benefits
outweigh the economic costs?

Is the project more cost effedtive and/ox
less environmentally harmful/than feasible
alternatives? « _

Are the risks to ratepayefs acceptable that
the benefits won’t be achieved or the costs
will be greater than fofecast? (Section
1102) .

Is there an approprifAte allocation of costs
and benefits betweefi populations of
ratepayers over tifie?

In oxder to decide the issue of public convenience and
necessity, DRA believes the/Commission needs a detailed description
©f the proposed project, cepted by all participants, as well as a
detailed description of All projected benefits, in verifiable form.
Major benefits must alyWays be described in detail, particularly
where the proponent if relying on nontraditional benefits (e.q.,
increased system reXiability, etc.) and nontraditional methods of
benefits quantifigation.

Ny ,

DRA!s/comments focus on four components of the framework
to be used t¢ review projects such as COT. These are: <the Permit
‘Streamlining Act, the CPUC Information and Criteria List, GO 131-C,
and PU code § 1102. o R ' |
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In terms of review under PSA, DRA believed that SDGEE’s
position is overly legalistic. The real issue, iy DRA’s view, is
whether the Commission and its staff have apprir d the applicants
of the required information in a timely and apfropriate manner,
prior to the filing of the applications. Whjle the applicants
object to the fact that the deficiency lettérs identified
information,requirements not specified in/the Commission’s formal
regulatlons, DRA argues that the real isbue is whethex the
utilities knew what sort of informaticf the staff needed in order
to review this significant project. RA submits that the answer is
"ves.” . '

The Commission’s Information and Criteria list, adopted
pursuant to the PSA, requires ce tain definitive information from
these applicants.3 DRA submits/that the applicants have failed
to provxde crucial informatioy. For example, there is no agreement
among project participants afout the nature b: the project south of
Tesla, although D.89905 regiires a full description of the proposed
project, as well as details of its estimated cost.

The Informatior/ and Criteria List also requires a showing
of public convenience ayd necessity, but in DRA’s view the IOU
applicants have failed/to address this issue, instead justifying
their participation the notion that their failure to participate
will result in the gonstruction of the line by the munis,
ultimately at greayer cost to ratepayers.

DRA alsg notes that the Information and Criteria List and
PSA must not be Anterpreted in a manner that would frustrate CEQA,
and the Commission’s independent obligations as a responsible
agency for the/ COT Project (the CEQA guidelines provide a
responsible 3gency with 30 days to review an application for

conpletenesy). (Govt. Code § 65944 (c).)

3 See App. B to D.89905 (1979) 1 CPUC 24 166. )
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Finally, the Commission’s Information and Criteria List
requires submission by applicants of ~"Such additional information
and data as may be necessary to a full understanding of the
project.” This provision mirrors the Commission’s generic
requirement for applications, Rule 15(¢).

DRA disputes the applicants’ arguments that compli
with GO 131-C largely satisfies their filing requirenment
COT Project. According to DRA, these filing obligatig

. primarily from the Commission’s Information and Cri
PU Code § 1102.

According to DRA:

- #...The duty of the applicant
application contain ’sutfici
information.’ The only inddfcation of what the
Legislature meant by that phrase is contained
in the second sentence.
Legislature meant nothjfig more than that an
appllcant must comply/with the exxstlng general
filing requirements Af GO 131-C is to conclude
that the Legislatupe enacted meaningless
1egislation, a viglation of common rules of
interpreting sta tes. (DRA CQmments, p. 29.)

DRA also belieXes that applxcants' narrow interpretation
of their § 1102 obligafions is inconsistent with the allocation of
the burden of proof #n this proceeding.

D. DRA’s Response #gther Arguments.

nies the assertion that the Commission has created
a regulatory Yoving target. DRA believes there.is an affirmative
obligation yhder PSA to critically evaluate the information
submitted An response to the initial deficiency letters (Govt. Code
§§ 65953 )= (b)) . Indeed PSA provides a 30-day reviewfperiod for
this puypose. Additionally, DRA maintains that the defxczenc:es
noted in the second applications result from substantial changes
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‘made by applicants themselves. As examples, DRA cites deletion/of
~the Los Banos Gates Project and substitution of the new Soutlyof
Tesla transmission ”principles”; the existence of the Edisof/LADWP
Exchange agreement, noted for the first time in the revigéd |
~application of Edison, and first-time quantification of/certain
strategic benefits in the revised applications of Edifdon and SDGSE.

DRA also denies that it is using PSA to optain
~information which should be obtained during norma) discovery. It
believes the applicants have failed to assert legal authority
for the proposition that the information requegted is a discovery
item, as opposed to required information for purposes of assessing
the completeness of the applications.

As noted previously, DRA believg¢s that SDGLE’s
application was properly deemed incomplefe, due to its baseline
case inconsistency with the applicatioys of the other IOU’s (use of
no project scenario vs. muni only scohario). DRA denies that it is
attempting to impinge on SDG&E’s evidentiary showing. Accoxrding to

”SDG&E’s fight is not with Executive Director

Weisser, but with its/fellow IOU applicants.

All Executive Directpr Weisser said was that

whichever scenario fhe IOU applicants chose as

their baseline, y had to be consistent among

themselves.” (DRA Comments, p. 41.)

In addition DRA/asserts that SDG&E’s application fails to
include crucial informapion supporting its argqument that the
Commission must order PG&4E and Edison to allow SDG&E an allocation
on the existing Pacific Intertie after expiration of the current
agreement in 2007. /While SDG&E claims a $15 million benefit from
this reallocation And bases its COT Project participation partially
on this benefit)/ PG&E’s and Edison’s applications are apparently
| SDG&E’s application on this point. DRA concludes
' the Executive Director acted correctly in requiring consistency.




resolved in the hearing room.

identify information, neot opinions, which is missing
application, and whose omission will prevent the Comtission from
resolving the issues in the proceeding.

Finally, DRA contends that there is nofhing impermissible
about DRA staff invelvement in reviewing the agplications for
completeness. DRA points to the lack of any/such prohibition in
PSA, the Commission’s Rules of Practice and/ Procedure, or general
equitable principles. Furthermore, DRA Bglieves that staffing
constraints dictate DRA‘’sS involvement. /Ultimately, however, DRA
contends that its involvement has beeyy fair, in that it has not
taken a position on the COT Project,/other than to state that it is
impractical to evaluate the merits/based on the information
presented to date. DRA insists t it has no preconceptions that
the project should be denied og/&ts merits. Furthermore, DRA
believes applicants are protg;tedvby this appellate process and

that, in any event, they havé failed to demonstrate any abuse of
procedural rules or PSA.

ican Replie . DRA pents

Pursuant to the ALY’s Ruling of January 26, 1988 PG&E and
Edison filed timely raélies to DRA’s Comments. Most of the
argument contained in these replies reiterates applicants’
extensive prior ar ent:’ howeVer; several points deserve further
attention, and apé discussed below and/or in Section IV.

Re;papding to DRA’s concerns about fish kill impacts,
Edison maintaims that current available information is sufficient
for the COmmI;sion's decisionmaking purposes. In support, Edison
referenceﬁ/é Januaxy 21, 1988 letter from BPA’s counsel to the DRA
COT Proj Manager. Since this letter was unavailable to the
Executivzc;irector at the time thegappliéations~were rejected, its
current availability does not resolve the question whether

o/
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rejection of the second COT Project application constituted
abuse of discretion. Therefore, we do not find Edison’s
helpful in resolving the dispute before us.

‘ Pointing to the problems posed by these appgals, Edison

also argues that the Commission should develop a moYe refined
published system of standards for CPC&N applicatighs reflecting the
anticipated diverse and nontraditional nature of/ resource proposals
likely to come before it in the future. Edisgh cites Government
Code § 65942 as requiring the Commission to fevise its filing
requirements “as needed so that they [are]/current and accurate at
all times.” Edison suggests that the Cophission develop, through
its rulemaking process, such a refined Yublished system (Edison
Reply, p. 18). -/

It its Reply PG&E suggests/that keeping these matters ”on
the docket” is inconsistent with r¢jection of its application. It
believes the Commission’s Rules gf Practice and Procedure do not
provide a mechanism whereby an gpplication is not accepted bhut

. still in the docket (PG&E Replf’, pP. 7). PG&E contends that Rule 46
should not be interpreted as/allowing the Commission to neither
accept nor reject, “but ingfead hold an application in regulatory
limbo¥; it terms such a r¢ading of the rule to be a ~tortured

intexpretation” of the

We have/previously discussed the importance of
harmonizing the Ararious conflicting statutory demands the
Commission mus¥ satisfy in reaching its ultimate decision. The
preacceptance/review undertaken by our Executive Director is a very

. ixportant fikst step designed to ensure that the Commission will
have a sufficient record at the end of this proceeding to make the

findings jecessary to satisfy §§ 1705 and 1102(b) of the PU Code. -
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‘This task is even more critical in the instant case where we ar
reviewing three separate applications and attempting to harmondze
applicants’ individual recquests for authofity to participate/in a
siemificant transmission line project, which impacts each
applicant’s system ditferently.

- B. Resolution

1. Section 1102 Issue
Section 1102, enacted in 1986, provides As follows:

Notwithstanding any other provisjon of
this article, and in addition t¢/ the
requirements of Axticle 1 (compfencing with
Section 1001), an electrical goxporation
proposzng to construct an elfctrical
transnission line to the n western
United States shall provigé the Commission
with sufficient reliable/information to
enable the Commission t¢ deternmine that
the proposed line, at Yhe electric rates
expected to prevail g¥er the useful life
of the line, will cost effective. The
Commission, in its Analysis of the
forecast cost of olectricity, shall take
into consideratigh the recent increases in
the charges for purchasing surplus
electricity fgyépthenorthwestern United
States, the pgssibility of future

) i ose charges, the
feasibility/of negotiating long-term
contracts Mnder reasonable charges, and
the feasil)ility of purchasing electricity
directly/from Canada rather than through
the Bonpeville Power Administration.

rical corporation has provzded the
ormation descrlbed in subdivision (a).”
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preapplication stage absent amendment of GO 131-C to specifically
include the requirxements of § 1102. We disagree, although in
retrospect we recognize that ideally, we should have adopted/such
an amendment, in the interests of avoiding contuéion.4
Nonetheless, we agree with DRA that it makes no sense to/conclude
that the Legislature enacted meaningless legislation, which would
be the logical conclusion of the applicants’ argumeny. If the
legislature intended that the applicants comply on}){ with the
existing generai filing requirements of GO 131-C,/there would have

been no need to highlight the issue of Northwesf power purchases by
enacting § 1102.

Furthernmore, even in the absence incorporating § 1102
into GO 131-C, the Commission’s existing xhles and procedures,
referenced in Rule 17.3 (Review and Apprgval of Development
Projects) were sufficient to put appligants on notice that they
would be required to address “such additional information as may be
regquired by the Commission in a par¥icular proceeding.” (Rule

15(¢)). This was a concrete requjrement. In addition, there is no
question that the reviewing staff placed each of the applicants on
notice that they were expected/to address the statutory
requirements of § 1102 at the¢/ preapplication stage. Thus,
applicants cannot complain Xhat they were kept in the dark about
their preapplication obligations to address § 1102.

2. The Procedure Used To Reject

Applicants Also object to DRA’s participation in the
preapplication revi¢lr process. In an ideal situation, we agree
that it would be pfeferable not to have to rely on our advocacy

4.We find m¢rit in Edison’s suggestion, made in its February 3rd
e Commission develop a more refined published system

7 this is a matter involving updating GO 131—c which
should be p rsued at the earlxest feasible time..
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staff to provide technical assistance to the Executive Directé://
during the preapplication review stage. Nonetheless, DRA {
explained the reasons why its involvement was required ip/this
instance, and the real question is whether any abuse of/discretion
resulted from this involvement.

We have delegated the responsibility for Yreapplication
review to the Executive Director. In assessing wiether the review
process was fair, we rely principally on the critical judgment of
our Executive Director in guiding the staff. ARA has described the
approach it took in pursuing its own obligatdons to assist the
Executive Director. Based on the informatfon presented, we have no
basis to believe that DRA’s input resulted from any preconceived
notion that the applications should be fejected on the merits.
Indeed, there is every indication thaf DRA pursued its task
objectively, with reference to obtajyning the information the
Commission would need in order to Anitiate proceedings and make
findings of fact and conclusions/of law on all contested issues
within the tight timeframes m

3. The Deficiencies

with that backgrdund, we now review the principal
deficiencies highlighted/in the appeals and comments of the
parties, to analyze whefher there has been an abuse of discretion.
At the outset, we recggnize that some of these deficiencies
arguably may be more/appropriately addressed in the hearing room. '’
For example, two i¥ems (the muni-only baseline argument and staff’s
assertion that applicants have made unrealistic assumptions
regarding current operating dispatch procedures) border on disputes
over the meritg of the applications and the weight to be given the
various showifigs. For the future, we expect the Executive Director
in assessing/ any resubmitted applications from the IOUs, to be
sensitive those issues which go more to the weight to be
accorded the IOUs’ evidentiary presentations. However, this is a




necessarily unfair to resolve such difficult cuestions
applicants.

A ey issue raised in the appeals is the
applications on the basis of the failure of the ng
participants to formally agree to the South of T¢sla principles.
The applicants have accused the Commission of efiploying a “moving
regulatory target” because this issue was raiged for the first tinme
in rejecting the second application. We digagree, given the fact
that the South of Tesla principles were inCluded in the second
applications to replace the Los Banos—Gaj¥es System Upgrade
(included only in PG&E’s initial applicAtion).

The dispute over the rejectyon based on the South of
Tesla issue is crucial in highlighting the dilemma faced by the
Commission as it struggles to reso}e the issues raised by the
CPC&N applications within the tiglit timeframes mandated by PSA.
The lack of agreement among the LOT Project participants
illustrates graphically that re is no clear definition of what
this project encompasses. Without the agreement of the non-I0U
participants, this Commissiop is in no position to begin hearing
the merits:; to do so would put ratepayers at risk that future
uncertainty about the scopé of the project may result in the need
for furthexr proceedings ahd/or an unacceptable level of ratepayer
exposure should a further system upgrade prove unavoidable. In its
reply, PGSE indicates fhat if it is subsequently forced to proceed
with Los Banes~Gates, /or a similar project, it will seek
certification at a lyter appropriate time, and will also deal with
any contractual ramifications of providing transmission service to
other participants/ This is precisely the problem. The issue
needs to be definitively addressed at the outset, because it
involves questions of project-definition; as well as the scope of
the IOUs’ obligitions, under the COT Project MOU. We conclude that
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the lack of a clear definition of this project is a fatal flaw ax(//
the preapplication stage. While we agree with PG&E that applmégnts
need not subnit the entirety of the information this agency eeds
to take final action (Govt. Code § 65944 (b)), we also bel Yeve
project definition is vital to a decision to start the

Thus, the applications were properly rejected on this asis alone.

Similarly, SDG&E’s 2007 issue, which also faises
fundamental questions about the definition and sceope of the COT
Project, was a deficiency justifying rejection. /We believe it was
a deticiency in SDG&E’s first application'as 1l, regardless of
the terminology used in the first rejection detter.

In resolving the deficiencies redated to Northwest Power
issues, we rely heavily on our previocus discussion which affirms
the propriety of considering § 1102 isgues at the preapplication
stage. Thus we conclude that the Exgtutive Director properly
rejected the applications due to - applicants’ inability to
address the BPA’s Revised Final ELS and long-term intertie access
policy (LTIAP),S and the inscruyability of Edison’s PNW computer
model used by all applicants yh their affirmative showings.

Another series of ASerious deficiencies relate to the
alleged failure to quantify nontraditional benefits of proceeding
with the project, and fajlure to assess feasible alternatives.

This was the reason for/rejecting the applications on the basis of

deficiency for lack of baseline studies of system reliability, and

failure to disclose fLelevant information regarding the Edison-LADWP
Transmission Capacity Exchange Agreement. The meaningful analysis

of benefits and féasible alternatives is a cruc;al step in the

5 PG&E complains that it cannot remedy the deficiencies keyed to
these BPA’s/activities, since these matters are outside its
control. e do not find that argument persuasive. The
applicatiohs should not be filed until such basic deficiencies
(keyed to/§ 1102) gan be remedied.

s
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process of granting a CPC&N. Because these issues go o th

of any CPC&N determination, we believe the Executive Diregfor
correctly identified them as appropriate preapplication Anquiries
given the facts of these particular applications, and fe do not
believe there was any abuse of discretion in specifydng that this

preapplication stage. This information is /An the nature of a prima
facie showing in support of the issuance Af the CPC&N, and thus we
expect that it will be included at the gltset in any event in
accordance with established procedurey.

In sum, all of the above jifems provide sufficient bases
to support the rejection of these Applications. In conclusion, for
all of the reasons above stated, Ae affirm the Executive Director’s
determination that the applicatfons were incomplete and therefore
rejected.

Given the Executivé Director’s rejection of the
application, and our arffirplation of his.actidn, there is no longer
any matter pending before¢/us, as PG&E’s Reply corxrrectly notes.
Therefore, we will clos¢ this docket.

1. In the absghce of a distinct appellate process under
Government Code § 65943(¢c), Rule 85 of the Commission’s Rules of

Practice and Procetiure is the appropriate procedure for challenges
under the Permit/Streamlining Act.

proceeding is eritical because of the tlmejconstraintsro: the
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Permit Streamlining Act, which must be accommodated in conjunction
with the Commission’s statutory obllgations ‘under Public Utilities
Code §§ 1705 and 1102.

5. Applicants had actual notice that § 1102 wodld be
required to be addressed at the preapplication stade.

6. The Executive Director correctly dete

- required analysis of benefits and feasible alpérnatives was
inadequate. |

7. Applicants have failed to provige a clear undisputed
project description as required by GO 13-C (D.89905, App. B).

8. Among the issues to be addreésed in satisfaction of
§ 1102 is BPA’s final LTIAP and the XIS/EIR; these issues were not
addressed. ‘

9. Information found defi¢ient in the'second‘applications
and not in the first applicatiofis was keyed to new information
provided.

10. Applicants’ filings for certificates of public
convenience and necessity mere incomplete.

1l. The Executive Lrector's determlnatlon of incompleteness
‘was reasonable. |
conclusions of Iaw

1. The eritical determination of completeness lies within
the reasonable discretion of the Commission.

2. Once sﬁé Permit Streamlining Act clock starts, the
Commission has only 180 days to reach a final decision from the
date the appl¥cations are determ;ned to be complete, oxr the project
is “deemed approved”. .

3. 7The responsxbzlities of the Comnission under the Pexrmit

- Streamlining Act must be reconciled with the Commission’s
obligatidns pursuant to the Public Utilities Act.
The Commission’s existlng rules and procedures rererenced
17.3 were sufficient to put appllcants on notice that they
would be required to address “such additional information as may be
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required by the Commission in a particular procegding”
(Rule 15(C)). | | - | |

5. The appropriate focus of a preappldcation review is
adequacy and completeness and not‘a critigde of the merits of
applicant’s showing.

6. Applicants have failed to prgvide suff;cxent 1n£ormat1on
to allow the staff and other parties Ao know what assumptions
applicants have made and how those $sumptions compare with
applicants’ actual operating histgry.

7. Applicants are requir to provide sufficient reliable
information of PNW power priceg pursuant to PU Code § 1102, which
tkey failed to do.

8. The issue of revigion of the Comnission’s Information and
Criteria List, including the question of 1ntegratlon of § 1102
should be addressed at thle earliest feasible time.

9. Given his congcerns about a lack of project definition
(including lack of clgrity about the applicants’ MOU duties and
obligations relative /o the south of Tesla principles), as well as
applicants’ failure/to provide sufficient reliable data as required
by PU Code § 1102, /the Executive Director properly determined the
application to be/incomplete and there was no abuse of the
discretion delegated to him by this Commission.

10. The détermxnatlon of the Executive Director to reject the
applxcat;on(sy/should be affirmed.

1l1l. Thi% docket should be closed, s;nce there is no longer -
any matter pendlng before us. '

/
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I'rxsonnmmthat- | ‘
' 1. .The Executive Director’s rejectlo of A.87-10~016 is’
heréby a:t;rmed. -
2. The docket in A.87-10-016 is c'osed.
This order is effective toda . :
Datea - FEB 16 1988 ,/2t San E‘rancz.sco, Ca.ln.rorn:.a.

o

We will file a written concurri g
opinion.

John B. Ohanian and G. Mitchedl Wilk
Commxssmoners. :
I will file a written con urr;ng

opxnlon.

Frederlck R. Duda




