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(U=338=E) for a Certificate That the
Present and Future Public Convenience
and Necessity Require or Will Require
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Applicant’s Share of a 500 kV AC
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San Joaquin, Shasta, Siskiyou, Solano,
Tehama, and Yolo Counties in
California, Xnown as the California-
Oregon Transmirsion Project. \
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OPINION DENYING APEEAL
X. Xntreduction

A.87-10-023 is Edison’s second COT Project appliéation.
On April 8, 1987 Edison filed A.87-04-012, its first COT Project
application. On May 8,.1987 the Commission’s Executive Director
informed Edison by letter that A.87-04-012 was incomplete. In
addition to listing certain deficiencies, the Executive Director’s
lettexr requested additional information from Edison designed to
cure the identified deficiencies. On May 28, 1987 the Commission
issued D.87-05-068, 'an order administratively closing the
A.87-04-012 docket; at the same time the Commission encouraged
Edison to file a new and complete COT Project application in
timely fashion. Edison did not appeal either the May 8th Executive
Director letter or D.87-05-068. Instead} it submitted additional
information %o the Executive Director relative to A.87-04-012, and
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thereafter it submitted A.87-10-023, its second COT Project
application.

By letter dated November 13, 1987, the Commission’s
Executive Director informed Scuthern California Edison Company
(Edison) that its October 14, 1987 Application for a Certificate of
Public cOnvenlence and Necessity (CPC&N) (A.87-10-023) authorizing
part1c1patlon in the California-Oregon Transmission (COT) Project
was incomplete as submitted, and therefore rejected. (A copy of
the November 13th letter to Edison’s counsel is attached as
Appendix A). On December 14, 1987 Edison filed a formal appeal
challenging the Executive Director’s determination. This decision
resolves the issues raised'byxndison*s_appéal,*as required by
‘Government Code Section 65943. -

IX. Standand of Review

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

#(¢) XL 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 Commission oxrder or decision

T
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~ shall be filed within 30 days after the date of issuance. The

appeal herein was filed in compliance with Rule 5.t

In reviewing the Executive Director determination that
the application is incomplete, we must censider_bpth 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 seqg.) 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, Bovd v. Huntington, (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.

0f 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. Cocle §§ 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 submitted materiuls 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;smon for deened

1 completeness is not appllcable.

. }
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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 consequences nust be viewed in conjunction with the
obligations of the Commission under the Public Utilities Act. The
Commission’s basic responsibility is to evaluate whether a proposed
project is, or will be required for the public convenience and
necessity. (PU Code §1001). 1In réaching*this deternination, the
Commission is required to make separate findings of fact and
conclusions of law on all material issues. TFailure of the
Commission to make such findings and conclusions will result in
~annulment of the Commission’s order (Grevhound Lines, Inc. v, PUC,
65 C.2d 81 (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. (Yugaipa Waker 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 descridbed in the statute.
In order to fulfill this obligation, the Commission must have
before it a complete record on which to base its decision. In 2
case of this complexity, there is no doubt that the necessary
record teo 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
possible 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. Conmpleteness of an
application at the beginning of the proceeding is therefore,
critical. ' o B .
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It follows from the time constraints of 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 recquirement 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 that the
Commission has been left to exercise its discretion in these
matters, so long as it is exercised reasonably. Ouxr 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
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 Edison
in contest;ng the Executxve Director’s determinatlon.

IXX. Ediagniz_ﬁzgnnﬂg_zg:_anngal.

A. Introduction :
Edison makes two arguments in support of its contention
.that the Commission should accept its second COT Project
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support of a CPC&N application. According to Edison, EMA’s study
provides sufficient reliable information for the Commission to
assess the four specific statutory ¢riteria of § 1102. TFor
exanmple, the EMA study addresses increased cost of PNW surplus
enexrgy and the possbility of future increases in charges for that
surplus energy, by focusing on availability, historical prices,
projected future prices, and benefits of PNW surplus capacity and
energy. Similarly, it believes it has addressed two other specific
statutory criteria in the reconciliation table attached in its
appeal (Appendix E). These refer to the feasibality of negotxatxng
long term contracts under reasonable charges, and the feasidbility
of purchasing electricity directly trom-Canada'rather.than from
BPA. : | .

Edison also maintains that its second COT application.
complies fully with GO 131-C. It maintains that such compliance is
demonstrated either in its refiled COT application, or in the
Tank/Western Draft EIS/EIR issued November 26, 1987 and
incorporated by reference in its second COT application. Edison
also believes that it has provided additional information by
responding in good faith to DRA‘’s data requests, “many of which
went well beyond the scope of GO 131-C.” (Edison appeal, p. 1ll.)

Edison believes the purpose of PSA is *to eliminate
unreasonable delay in the processing of permit applications by
government agencies.” (Edison appeal, p. 11). Edison contends
that DRA.is misusing its position as the reviewing staff, has
gained an unfair advantage by being able to delay the acceptance of
Edison’s application until it obtains as many discovery concessions
as possible or until the application is permanently withdrawn, and

is otherwise creating a regulatory moving target by fmnding new
deficiencies in the second application. : :
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‘It follows from the time constraints of 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
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 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 certificate is clearly on the
applicant. o _ ,

It should be understood that the foregoing 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 Edison
in contesting the Executive Director’s determination.

A. Introduction | .

Edison makes two arguments in support of its contention
.that the Commission should accept its second COT Project
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application as complete. First, it maintains that its second
application satisfies all pertinent statutory and regulatory
requirements. Second, it contends that the rejection of its.
application was premised on unfounded deficiencies.

B. the Application Satisfies
1 Pertinent Statutory and

Edison notes that Public Utilities (PU) Code § 1001
provides generally that certificates must be sought before “the
construction of a line, plant or system or any extension thereof.”
(PU Code § 1102). By filing an application for a CPC&N that meets
the requirements of GO 131-C, Edison maintains that it has
satisfied the requirements of § 1001.

Edisoi also believes that it has complied with the
provisions of PU Code § 1003 requiring provision of preliminary
engineering and design information, a project implementation plan,
cost estimates, a cost analysis comparing the project with any
feasible alternatives sources of power, and a design and
construction mahagement cost control plan. In support of this
contention it cites certain volumes of the Tank/Western Area Power
Adnministration Draft Environmental Impact Statement/Environmental
Impact Report (EIS/EIR), adopted by reference in its application.
It also cites Exhibits J, F, X, and € to A.87-10-021.

Edison also believes it has ccmpl;ed with § 1004, which
covers technical f£iling requirements.

Edison maintains that nothing jin PU Code § 1102
specifically, the Public Utilities genexally, or GO 131-C, requires
2 utility to file all the detailed information rxelevant to § 1102
in its CPC&N application. Edison asserts that it bas included in
its second COT application sufficient reliable information and
pricing sensitivities to enable the Commission to determine the
cost efractiveness issue. It cites the EMA study, which it
believes is the most detailed study it has everipresehted\in :
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support of a CPCALN application. According to Edison, EMA’s study
provides sufficient reliable information for the Commission to
assess the four specific statatory criteria of § 1l102. For
exanple, the EMA study addresses inqreased cost of PNW surplus
enexgy and the possbility of future increases in charges for that
surplus energy, by focusing on availability, bistorical prices,
projected future prices, and benefits of PNW surplus capacity and
energy. Similarly, it believes it has addressed two other specific
statutory criteria in the reconciliation table attached in its
appeal (Appendix E). These refer to the feasibility of negotiating
long term contracts under reasonable charges, and the feasibility
of purchasing electricity directly from Canada rather than from
BPA. : |

Edison also maintzins that its second COT application .
complies fully with GO 131-C. It maintains that such compliance is
demonstrated either in its refiled COT application, or in the
Tank/Western Draft EIS/EIR issued November 26, 1987 and
incorporated by reference in its second COT application. Ediseon
also believes that it has provided additional information by
responding in good faith to DRA’s data requests, "many of which
went well beyond the scope of GO 131-C.~ (Edison appeal, p. 1il.)

Edison believes the puxrpose of PSA is “to eliminate
unreasonable delay in the processing of permit,applications by
government agencies.” (Edison appeal, p- 11). Edison contends
that DRA is misusing its position as the reviewing staff, has
gained an unfair advantage by being able to delay the acceptance of
Edison’s application until it obtains as many discovery concessions
as possible or until the application is permanently withdrxawn, and

is otherwise creating a regulatory mov;ng target by rindlng new
deticzenc;es in the second application-
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C. The Alleged Genexal and Specific
B :- - L4 l n : I !

Edison maintains that the materials‘satis:ying the
alleged deficiencies in its second application are either already
in that application or are not required for acceptance of the
application as complete for filing. Edison does not believe that
all of the items identified in the first COT rejection letter were
fairly characterized as deficiencies; however, it asserts that it
made a good faith attempt to provide in its second application all
such requested information. It objects that the second rejection
lettexr creates six entirely new general deficiencies and 17 pages
of additional specific deficiencies, some of which were
characterized as unanswered specific deficiencies from the first
rejection letter. Edison maintains that the purpose of the review
of a refiled application is to ascertain that information has been
provided to respond to deficiencies identified in the application,
not to identify further deficiencies and thereby delay initiation
of the proceeding. ’

Edison maintains that the general deficiencies alleged in
the second rejection letter are unrelated to those alleged in the
first rejection letter. The only possible general deficiency in
the second application which Edison is prepared to recognize is
that related to failure to remedy an alleged general deficiency in
the first application. It asserts that it has addressed each of
the alleged general deficiencies identified in that first letter,
and consequently the second application should have been accepted
as complete under GO 131~C.

Edison maintains that it adequately responded to the
first general deficiency identified in A.87-04-012 (the
inconsistent project description associated with Los Banos Gates),
when it joined with PG&E and SDG&E in executing the principles for
South Tesla transmission swrvice. In response to the second
alleged general deficiency entipled=”Lack.or”systeﬁiengineering
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data” (keyed to issues of system rellablllty and stability), Edison
asserts that it included in its refiled ‘application as Exhibits S,
T, U, V, and W, all the engineering studies performed by the COTP
Power System’s Study Committee on systems reliability and stability
at that time. In response to a third general deficiency entitled
~#Enerqgy Commission Forecast,” Edison indicates that the IOUs
directed EMA to prepare an economic scenario based on the CEC
forecast assumptions. According to Edison, “this scenario
demonstrated more favorable results for the COTP than did Edison’s
base case scenario.” (Edison appeal, p. 17.) In response to the
fourth genexal deficiency entitled “Public Utilities Code § 11027,
Edison asserts that it included in its second application copies of
two long-ternm firm power agreements recently executed with PNW
utilities as well as additional information explaining EMA’s
assumptions about the availability of PNW capacity. Thus, in
A.87-20-023, Edison maintains that it filed detailed information in
response to each of the general deficiencies listed in the first
rejection letter. It maintains that the second rejection violates
GO 131-C and PSA, since both of those authorities provide that once
an applicant has cured the deficiencies identified in the
application, the application must he accepted as complete.

With regard to the second rejection letter, Edison
contests the fact that the identified general deficiencies are
actually deficiencies. ,

Edison maintains that alleged general deficiencies
associated with current BPA estimates of available PNW power, the
#inal BPA LTIAP, «nd the dispute over the IOU/Edison PNW computer
model, were not identified in the first rejection letter. Moreover
it disputes the notion that any of these items are truly
deficiencies in cornjunction with either application. Edison
maintains that a current BPA estimate of PNW power is available and
has been provided in its applicatidn. Whatever uncertainty there
may be about the assumptions due to increased fish-kill issues,
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raised by a thiid party over which Edison has no control, is not an
appropriate basis for rejecting the second application in Edison’s
view. In regard t¢e the BPA LYTIAP, Edison,points out that no
quarantee exists that BPA will on a particular date (or indeed
ever) adopt an LTIAP. Making its application dependent upon the
act of a third party is ~unconscionable”, in Edison’s wview. In
connection with the dispute over the Edison computer model .
language, Edison asserts that it has already gone far bheyond the
requirements of DRA’s own proposed rule order implementing § §
585(a)~(d) and 1821-1824. It has licensed DRA t¢ use its PNW model
and to modify it, and provided DRA with equipment and technical
assistance to install its models on the DRA’s computer. Edison
maintains that neither the PU Code nor GO 131~-C make the provision
of access to computer models a prerequisite for acceptance of
applications. _ '

With regard to the South of Tesla deficiency, Edison
asserts that the circumstance that certain COT participants beyond
the Commission’s jurisdiction have not agreed to the principles,
is not a valid reason for rejection of Edison’s second application.
It believes that DRA is still able to initiate a review of the
costs and benefits of service provided to the IOUs and offered to
remaining participants pursuant to the principles.

Edison asserts that it included all relevant elements of
the proposed LADWP/Edison transmission capacity exchange and
litigation settlement agreement in its second application.' Its
objection to a data request for the unexecuted contract provides no
basis for rejecting the second application, in Edison’s view. It
maintains that it has given the DRA all information about the
proposed agreement necessary to analyze this project. It regaxds
the alleged deficiency (that the proposed agreement was
“incompletely described) as totally unfounded. Edison promises that
it will give the DRA a copy oz'the-proposed'agreement if and when
it is approved and executed by LADWP. . In‘the'meantime, it believes'
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that its objection to producing an unexecuted proposed agreement is
an inappropriate ground for rejection.

On the issue of the municipal-only base case, Edison
believes staff has mistakenly assumed that Edison used different
base line alternatives. Edison affirms that the base line
alternative it used was that the municipal utilities would build
the COT project without IOU participation.

Edison disputes the assertion that it provided no
quantitative analysis of the strategic benefits associated with its
participation in the COT project. It refers to discussion in the
second application of this issue as well as workpapers in support
of its quantitative analysis. (Appendix B~l to Exhibit B, appeal).
It believes the rejection based on the existence of any deficiency
in this area is simply incorrect.

With regard to specific deficiencies identified in the
attachments to the second rejection letter, Edison believes these
items have either been satisfied, are argﬁmentative, or are in the
nature of data requests.

Edison charges that the second rejection letter augments
and redefines many of the specific deficiencies from the first
rejection letter. (Edison appeal, p. 30.) In several instances,
according to Edison, new additional material not requested in the ‘
first rejection letter, was requested in the second. (See, Example
of 12 deficiencies identified in the initial rejection letter, and
Edison’s response, Appendix O to its appeal, referenced at pages 31
to 32 of Edison’s appeal). Edison maintains that it was '
responsive, and that the second rejection letter listed items as
deficiencies which were not previously so identified. Edison
believes that its second application is not deficient if
information which was not spec;!ied in the first rejectzon letter
was not provided in the second applicatmon.

Edison also charges that the reviowing staff is using the‘
des;gnatxon of specific derzclenczes as a- means of argulng its own
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assumptions and methodologies. Edison believes this is
inagpropriate. It states:

#The DRA’s responsibility here is to review

Edisen’s application for compliance with

statutory and regulatory requirements, not to

attempt to leverage applicants to change their

base case analysis assumptions. (Edison

appeal, p. 34.) '

Edison asserts that the California Environmental Quality
Act (CEQA) provides some guidance by analogy in its specification
that disagreement among experts does not make an EIR inadequate.
Edison concludes that differing assumptions do not make an
application deficient.

Furthermore, Edison contends that the DRA is us;nq
identification of specific deficiencies as a discovery tool.
Edison does not dispute DRA’s right to conduct discovery, and avers
that it has been answering data requests :ollowing the initial.
rejection of its application.

IXI. DRA‘s Response to Edison’s Appeal

I! : !i ,2 ]- - ll!! "

On Januaxry 25, 1987, DRA filed lengthy formal comments
responding to the appeals of PG&E, Edison, and SDG&E. As a
preliminary matter, DRA objects to the notion that Edison’s
application has been ”rejected,” since the Commission has kept the
A.87-10-023 docket open in order to allow the parties the
opportunity to proceed on all issues of the case which are not
dependent on the missing information. DRA submits the only effect
of the Executive Director’s letter is-to delay the start of the
c¢lock running under the PSA.

DRA also reports that Edison has stopped respond;ng to
DRA data requests, pending the outcome of this appeal although
Ed;son disputes this report (Ed;son Reply, pp. 6-8).




A.87=-10=-023 ALJ/LIC/tcg *

Furthermore, DRA notes that if the Commission grants
Edison’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.

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
importance, as it relates to the analysis of a single bene';t wh;ch
could tip—the scales against cost—e:fectiveness.

B. The Missing Information '
1. In Genexal 3 .

DRA asserts that Edison’s application suffers from
multiple deficiencies, over and above the major items discussed in
the appeal. It calculates 40 common uncorrected deficiencies from
the initial applications, 20 common deficiencies arising #rom-the -
second applications, and 30 deficiencies specific to Edison’s
application.

2. FU Code Sectijon 1102

A primary concern is the failure of Edison to provide
*sufficient reliable information” of PNW power pricés, as required
by Public Utilities Code § 1102. DRA notes a substantial conflict
between applicants’ current estimates of PNW capacity and enerqy
availability and BPA’s own most recent lowexr (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‘Lndustry forecasts.

DRA°points to certain ongoing lit;gat;on which may
require 'BPA to further nitigate rishery xmpacts associated with
increased exports of hydroelectric pcwer zor COT and other ‘
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projects, raising substantial 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 proposals is scheduled for

release in mid-March. Pending release of that

document, the uncertainty surrounding fishery

nitigation makes it impossible for the

Commission to satisfy the mandate of PU Code

§ 1102.~7 (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
50 great, in DRA’s view, that they could eliminate nearly all
enexqgy and capacity benefits from the project. DRA states:

#The utilities have argued that they should not

have to wait foxr BPA to issue its final LTIAP.

But this is precisely the policy advocated by

PU Code § 1l02-~that California utilities not

commit themselves to expensive investments 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
modiel, used by all applicants, is not yet available to DRA in a
readily known computer language. Edison’s conversion of the model
£o 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 date for DRA testimony as further
justification for refusing to allow the PSA clock to start.

3. The Project South of Tesla '

PGLE’Ss 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. Howéve:, Edison and SDG&E
-did not include Los Banos-Gates in their initial applications, and
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’

the Executive Director noted this inconsistency as a deficiency in
those applications. | .

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
service somewhat less than ~firm,~ albeit obviating the need for
Ios Banos-Gates.

DRA kelieves the Executive Dixector correctly refused to
accept the applications in the absence of formal agreement by the
non=I0U participants, and solely on the basis of the IOUs’
representations that 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 participants as to what the ¢OT
Project is must be settled by all participants before the
applications can be considered complete.” (DRA Comments, p. 12.)

4. Lack of Supporting Data

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

5. Failuxe to Disclose Relevant

Information Re Edison-LADWP

Transmission Capacity Exchange

Agreenent

Edison and LADWP have agreed 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 MW of firm transmission capacity to the PNW even if:
the COT'Project were not constructed. Edison’s second
application, like those of PG&E and SDG&E, reflects Ed;son’s
part;cxpation in this exchange.
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DRA believes the Commission needs to know about feasible
alternatives and why they were rejected by the IOUs, in order to
gauge project cost effectiveness. DRA contests Edison’s
assertions, made in its appeal, that all elements of this agreement
relevant to the Commission’s evaluation of the COT Project, have
been described in A.87=-10-023. Nonetheless, subsequent to issuance
of the November 13th deficiency letter, Edison has provided '
background information, which DRA believes is adequate to evaluate
the effect of this agreement on Edison’s participation in the COT
Project. However, it has provided this information only to DRA
(pursuant to PU Code § 583); until Edison makes a complete public
explanation of the terms of its agreement, DRA believes the
application is properly termed incomplete.

6. The Muni-Oply Baseline

PG4E and Edison measure the benefits of the COT Project
against a ”muni-only baseline,~ which assumes that if. these IOUs do
not participate in the project, the munis will proceed to build the,
line by themselves. .

DRA believes PG&E and Edison’s assumptlons.regardlng the
muni’s construction costs are.detectmve 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 cons;stency on this poxnt anong. the
three IOUs.

2 DRA notes that under the conventional ”no project” alternative
baseline, PG&E‘’s and Edison’s costs of participation exceed
benefits by over $200 million (DRA COmments, r. 18).

- 16 -
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7. Unrealistic Assunpt;ons
Re Current Operating Dispatch
Proceduxes

DRA believes that the IOUs” applications contained flawed
assunptions that all generating plants are dispatched in optimum
fashion. Such assumption, which does not jibe with actual practice
in DRA’s view, greatly exaggerates each IOU’s ability to absork 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 Dlrector acted properly in identifying this
deficiency. ) , «

C. Information Needed for Pvaluation Purposes
1. Generic Information

DRA believes that 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 env;ronmentally-harmtul than feasible
alternatives?

Are the risks to-ratepayersvacceptable that
the benefits won’t be achieved or the costs
will be greater than forecast? - (Section
1102) .

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 needs a detailed description
of the proposed project, accepted by all particip;nts, as well as a
detailed description of all projected benefits, in verifiable form.
Major benefits must always be described in detail, particularly
where the proponent is‘relying on nontraditional benefits (e.g.,
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increased system reliability, etc.) and nontradltional methods of
benefits quantification.
2. Ihe Statutory and Regulatory Framework ,

DRA’s comments focus on four components of the framework
to be used to review projects such as COT. These are: the Pernmit
Streamlining Act, the CPUC Intormat;on and Criter;a List, GO 131-C,
and PU Code § ll02.

In terms of review under PSA, DRA believes that Edison’s
position is overly legalistic. The real issue, 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 f£iling of the applications. While the applicants
object to the fact that the deficiency letters identified
information requirements not speciried 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 s;gnificant project. DRA submits that the answer. is
yes.” '

The Commission’s Information and Criteria list, adepted
pursuant to the PSA, requires certain definitive information from
these applicants.3 DRA submits that the applicants have failed
to provide crucial information. For example, there is no agreement
ameng project participants abhout the nature of the project south of
Tesla, although D.89905 requires a full desc¢ription 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 bave failed to address this issue, instead justifying
their participation on the notion that ;heir !#ilure to participate

3 See App. B to D.89905 (1979) 1 CPUC 2d 166.
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will result in the construction of the line by the munis,
ultimately at greater cost to ratepayers.

DRA also notes that the Information and Criteria List and
PSA must not ke interpreted in a manner that would frustrate CEQA,
and the Commission’s independent okligations as a responsible
agency for the COT Project (the CEQA guidelines provide a
responsible agency with 30 days to review an application for
completeness). (Govt. Code § 65944 (¢c).)

" 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 compliance
with GO 131=C largely satisfies their filing requirements for the
COT Project. According to DRA, these riling-obligations arise

_ primarily from the Comazission’s Iprormation and Criteria List and
PU Code § 1l02.

' DRA submits that the applicants have interprated their
obligations under Section 1102 very narrowly and unpersuas;vely.
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 con¢lude the
Legislature meant nothing more than that an
applicant must comply with the existing general
£filing 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 interpretation
of their § 1102 obligations is inconsistent w1th.the allocatmon of
the burden of proof in this proceeding.

[
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D. DRA’s Response to Other Arguments
- Rxesented on Appeal

DRA denies the assertion that the Commission has created
a regulatory moving target. DRA believes there is an affirmative
obligation under 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 review period for
this purpose. Additionally, DRA maintains that the deficiencies
noted in the second applicationg result from substantial changes
made by applicants themselves. As examples, DRA cites 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 quantification of certain
strategic benefits in the revised applicatzons of Edison and SDGSE.

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

DRA disputes Edison’s contention that the Executlve
Director has illegally redefined the initial deficiencies to find
Edison’s second COT Project application incomplete. For example,
DRA states the initial rejection letter noted as a deficiency
Edison’s failure to include engineerihg analyéis on some subjects
impacting Edison’s claim of increased reliability, and the letter
‘'suggested that Edison correct this detiéiency by providing copies
of engineering reports measuring COT Project effects on certain
system constraints and requirements. According to DRA:

~Edison provided what studies it had done, and
argues that it thereby met the requirement of
the deficiency. Meanwhile, Edison had also
chosen for the first time in its second
application to (1) quantify the value of the
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increased reliability ($40 million), and

(2) reveal the presence of a major transmission
line exchange agreement with LADWP to the
Northwest. Even though the information
requested in the first deficiency letter was
even more critical due to the appl;cants'
increased reliance on it, the studies and
information submitted with Edison’s second
application still do not provide supportlng
evidence or analysis for the utility’s now
greater claims regarding increased
reliability.” (DRA Comments, p. 37.)

Specifically DRA points to Edison’s failure to address the system
constraints and requirements (e.g., effects of curtailment of
Northern California hydro generation, etc.) detailed in the
Executive Director’s letter.

DRA disagrees that it has used this process to argue its
own case. It agrees with Edison that an applicant should not be
forced in its application to adopt assumptions with which it
disagrees. However, it also believes this is not what is at issue.
wWhat is at issue, in DRA’s view, ”is Edison’s failure to provide
any useful description of the methodology which it used. (DRA

Comments, p. 38; Emphasis in original). The focus, according to
DRA, is as follows:

“Whatever quantitative logic and methodology the
applicant chooses, an application must contain
enough information to allow the staff (and
other parties) to know what assumptions the
applicant bas made and how those assumptions
compare with the applicant’s actual operating
history. To the extent that an applicant
attributes a significant economic benefit to
some feature of the project, the applicant must
make its best effort to explain logically and
quantitatively how it derived the estimate of
the benefit. It is not sufficient that the
applicant merely declare -its ”“judgment” that
the project will have so many tens of millions
of dollars of benefits for one reasoen or
another. Such a “black kox” approach makes2it
impossible for the Commission to independently
evaluate the merits of the applicant’s c¢laim.
DRA is not seeking to impose gts own
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quantitative methodologies on the applzcant
but it insists that the applicants log;cally
and quantitatively explain their claims. (DRA

Comments, p. 38.)

DRA also disputes the notion that it is improperly using the
Executive Director’s rejection letter as a discovery tool. (DRA
Comments, pp. 38-39.)

Finally, DRA contends that there is noth;ng impermissible
about DRA staff involvement in reviewing the applications for
completeness. DRA points to the lack of any such prohibitien in
PSA, the Commission’s Rules of Practice and Procedure, or genexal
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. Furthexmore, DRA
believes applicants are protected by this appellate process and

that, in any event, they have failed to demonstrate any abuse of
procedural rxrules or PSA.

E. 2pplicants’ Replies to DRA’s Comments

Pursuant to the ALY’s Ruling of January 26, 1988 PG&E and
Edison filed timely replies to DRA’s Comments. Most of the
arqument 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
Executive Director at the time the appl;catxons were rejected, its
current availability does not resolve the quest;on whether
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rejection of the second COT Project application constituted an
abuse of discretion. Therefore, we do not find Edison’s argument
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&4N 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 rulemaking process, such a refined published system (Edison
Reply, p- 18)- |

It its Reply PG&E suggests that keeping these matters ~on
the docket” is inconsistent with rejection of its application. It
bel;eves the Comnission’s Rules of Practice and Procedure do not
provxde a mechanism whereby an applzcation 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 application‘in-regulatory
limbo”; it terms such a reading of the rule to be a ~"tortured
interpretation” of the plain language.

-

The preceding discussion of the deficiencies alleged by
the Executive Director points up the level of 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 the’ applicants not meet their burden

under §§ 1001, et seq., and 1102 of the PU COde, and under ouxr
Rules. S .
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| Before us today, though, is the difficult problem of |
determining the adequacy of the utilities’ applications to begin
osur 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 acceptaﬁce 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 ordexr 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
convincing us of the merits of their proposal during the 180 days
allowed. | |

We do believe that we cannot reasonably accept an
applxcatxon 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 to significant revision aftexr the review
process bas bequn. This inability of parties 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 definition issue that speaks
dxrectly to whether we can reasonably 'accept this application and
set the 180-day clock ticking--the South-of-Tesla extension. The
nemorandum or'understanding (MOU) requires FGandE to provide 1000
MW of firm bi-directional power between Tesla and Midway. In its
initial application PG&E proposed to meet this obligation by
construct;ng a new transmission line known as the Los Banos-Gates
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project. Neither SDG&E nor Edison proposed in its application to
share in the capital costs of Los“Bands-Gates,'instead both
proposed'to pay wheeling chargeS-toﬂPG&E. The Execut;ve Director
instructed all appllcant5~to‘address-the necess;ty ¢f the lLos
Bancs=Gates project.

‘ In response, the second application included a
substantially different definition of the COT Project. PGLE
proposed to fullfil its MOU obligations by developing a set of
principles for South-of-Tesla transmission requiring all coT
Project participants to share in the cost of certain plant upgrades
by 1991. Edison and SDGLE 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 application.

The question to be decided is whether the uncertainty
surrounding the South-of-Tesla extension is sufficiently 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 Proiect will no doubt
‘be given the lion’s share of attentlon durlng the litmgatlon phase
of tkhe proceeding.

One example of the many uncertainties linked to the
project is the pricing and availability of power from the
Northwest. We continue to be handicapped by the failure of the
Bonneville Power Administration to promulgate a Long=-Term Intertie
Access Policy (LTIAP) that provides California with fair access to
Northwest power at a redsonable price. We'are‘deeply'cbncerned*
that lack of closure on this issue will complicate greatly oux
consideration of the COT Project, and we will look very, very
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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 project participants), and we
will require the applicants to settle this basic aspect of project
definition before we accept their appiication. We are optimistic
that the strong signal we send today thxough,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 recquire 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 rapid consideration of CPC&N requests,
as envisioned by the PSA.

By this orxder, we affirm the Executive Dlrector s
rejection of the application. ‘

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

1. In the absence of a distinct appeliate process under
Government Code § 65943(¢c), Rule 85 of the Commission’s Rules of
Practice and Procedure is the appropriate procedure for challenges
under the Permit Streamlining Act.

2. Applmcants' appeals were' fxled in’ complxance w1th Rule
85. ‘ ‘
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3. The responsibility for preapplication review has been
delegated to the Executive Director. _

4. Conmpleteness 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 obligatxons undex PU Code §§ 1705
and 1102.

5. As a means of discharging its obligatmons undexr the coT
Project Memorandum of ‘Understanding (MOU) to provide 1000 MW of
firm bi-directional power between Tesla and Midway, PG&E included
in its first application a new transmission line south of its
existing Tesla substation (the lLos Banos-Gates line), at an
estimated cost exceeding $100 million.

6. Neither SDGLE 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 COYT Project participants
would share in certain system upgrades by 1991.

8. Only the YOUs have agreed‘to'the south of Tesla
principles; there is no indication that the non IOU 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

coT Project. MOU ‘there is no agreement on a definxt;on of the COT
Progect.

"'“. !
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10. Applicants have failed to prov1de a ¢lear undisputed
project description as required by G& 131-C.

11. Applicants’ filings for certificates of public
cenvenience and necessity were incemplete. ‘

12. The Executive Director’s determination of lncompleteneas
was reascnable.
conclugions of Iaw ,

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

2. Once the Permit Streamlining Act c¢lock starts, 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.” '

3. The responsibilities of the Commission 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 xeview is
adequacy and completeness of the application, and not a crxtzque of
the merits ¢of applicant’s showing..

5. Given his concerns about a lack of project definition
(more specifically the lack of clarity about applicants’ 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 of ‘the dlscretmon delegated to
him by thzs Commission. ,

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

7. This docket should be closed, since there 15 no-longer any
matter pending before us. -

. |
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QRDER

IT IS ORDERED that: :
1. The Executive Director’s rejection of A.87-10-023 is
hereby affirmed. :
2. The docket in A.87-10-023 is closed.
This order is effective today. .
Dated February 16, 1988, at San Francisco, Calitornla.

STANLBY W. HULETT.
- President
DON.‘ALD VIAL )
FREDERICK R. DUDA .
- Ge MITCHELL WILK
. JOHN B. OHANIAN
Lo -+ Commissioners

We will file a written concurrence.
' /s/ JOHN B. OHANIAN A
. /8/ G. MITCHELL WILX
Commissioners

‘I will file a written concurrence.‘
'/s/ FREDERICK R. DUDA
Commissioner

3 CERTIFY THA.T THIS D..C‘S‘O\l
WA.S:”APPQOVED “BY-THE ABOVC
COMM[SSIONERS TODAY.. .

-t -'-.w'.
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Vicior Wv..xsscr. Lxucur.ve .m-ecror .
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IT IS ORDERED that:

1. The Executive Director’s reject;on of A.87=10~023 is
hereby affirmed.

2. The docket in A.87-10-023 is closed.
This order is effective today.
Dated February 16, 1988, at San Francisco, California.

STANLEY W. HULETT
. President
DONALD VIAL :
FREDERICK ‘R. DUDA
G. MITCHELL WILK
. JOHN: B. OHANIAN
_ - Commissioners

We will file a written concurrence.
. | /8/ JOHN B. OHANTIAN .

/s/ G. MITCHELL WILK
Commissioners

T will file a written concurrence.

' /s/ FREDERICK R. DUDA
Commissioner

| CERTIFY THAT THIS DECISION -
WASSAPPROVED e,mz;qs ABOVE

Vicior Waizser, Exucutive Director

e
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10. Applicants have failed to provide a clear undisputed
project description as required by GO 13l-C.

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

12. The Executive D;rector's determination of 1ncomp1eteness
was reasonable. ‘
conclusions of Law ,

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

2. Once the Permit Streamlining Act clock starts, 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.” , '

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

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

5. Given his concerns about a lack of project definition
(more specifically the lack of clarity about applicants’ 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 of the discretion delegated to
hin by this Commission. |

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

7. This docket should be closed since there is no»longer any
matter pending before us. - '
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3. fThe responsikility for preapplication review has .been
delegated to the Executive Director.

4. Conmpleteness 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
witk the Commission’s statutory obligations under PU Code §§ 1705
and 1102. _ ,

5. As a means of discharging its obligations under the COT
Project Memorandum of Understanding (MOU) to provide 1000 MW of
firm bi-directional power between Tesla and Midway, PG&E included
in its first application a new transmission line south of its
existing Tesla substation (the Los Banos-Gates line), 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
Lirst 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 COT Project participants
would share in certain system upgrades by 1l991.

8. Only the IOUs have agreed to the south of Tesla
principles; there is no indication that the non IOU COT Project

participants agree that the south of Tesla principles will provide

2 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—agreemgnt,ambng all COT Project
participants on the South-of-Tesla extension, which is part of the
COT Project MOU, 'there is no agreement on a definition of the coT
Project. o o S |
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- TATE OF CALURCRNIA . : ‘ ' GLORGE DEUXMENIAN, Governor
Q)BL!C UTILUTIES COMMISSION : _ g

Iy
3 VAN NISS AVENUE _ ' - : ooy
SAN FRANCISCO, CA 941023298 : o ) : :

Novenbexr 13, 1987

Carol A. Schnid-Frazee, Attorney
Scuthern California Edison Company
P.0. Box 800 :
Rosemead, CA 91770

Re: A. 87-10-023 California-Oregon Transmission Project

Dear Ms. Schnid~Frazee:

We have reviewed the above appliction for a certificate of publ_c
convenience and necessity for the Cal;:orﬁxa-Oregon Transmission

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

Acccrd;nglj, we cannet at this time accept the anpl;catzon for

iling pur.uant to Gevernment Cede section 65943 and /CEQA
Guidlines section 15101.

As you kaow, Pacific Gas & Elect:;c (PGEE) and San Diego Gas &
Electric (SDG&Z) simult tanecusly filed separate aprlications as
cs-participants of this nvajec For reascns discussed below, we
re notilying these applicants today that their applications are
also incomplete and cannot be acecepted for filing at this time.
Upen submiss ion 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 Edison’s application are:

1) Failure to include encugh information to allow the
Commission to concl ude that estimates of the
availability and price of PNW power upon which this
apnllcat*on relies are of sufficient reliability to

Tisfy Public Utilities Code §1102. In par*;cula , we
are concerned about the lack of a current BPA estimate
of PNW powexr available for export to California, the
absence of an analysis of this project in the contex:
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-~IQU project part;c;pants wil
agree that the south-of-Tesla transmission pr;nclples
satisfy the MoU.

The 1ncomplete descrlptlon or the capacity exchange
agrecment between Edison and the Los Angeles Department
o Water and Power, the operat;ng assumptions result*ng
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APPENDIX A -
Page .2

rrom’it, and the reason the other IOUs chose not to
participate in it.

The inconsistency in the baseline altermative used for
measuring benefits (the muni-only alternative for
enexrgy and capacity benefits, but the no-line
alternative for ”strateg;c benefits” such as
reliability)

The absence of quant-tat.ve analysis supportlng the
alleged benefits for additional interconnecti
support, increased power pooll ng, increased 1nter-

regional competition, and the value of increased
reliability.

The specilic information that would make your appl_cat-cn
conmplet2 includes the following major items:

L)

4)

5)

A transnission agreement signed by al’ coTP
pars ;c_pants, or alternmatively, statements that the
principles signed by the IOU’s satisfies the MOU:

Delivery of SCE’s Northwest Mcdel in a generally usesd
computer langquage (FORTRAN 77):

Filing of supplemental information containing findines,
estimates, and fnrecas.s made by BRPA in theis Finmal Inv
EZS, a reconciliazien of the difserences between these
BPA’s results and those fxon the SCE model, and a
discussion of the effect of the LIIAP chosen by BPA;

Provision of all available information: per*azn;ng to

the entitlements exchange with LADWP described in SCE’s
appllcnuzon.

Analysis of strategic benefits using the same muni-onl \'s
alternative that was employed as a baseline in the
econonic analysis for the project.

Quantitative analysis supporting the alleged benefits for
additional interconnection support, increased power
pooling, increased intexr~regional competition, and the
value of increased reliability.

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 feasidble. Accordlngly, 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 tne case not dependent on
the missing information.
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In order 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. C ‘

// HI
~/ / I}
. Weisser

Bxe¢utive Director)

Attachment

cC: Mary Carlos
ALJ Lynn Carew
James E. Scarf?
Mike Buxke -
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SCE's COTP CPC&N Application deficiency letter has two
attachnents. Each of the two attachments has three sections,
organized according to the folloewing outline: ‘

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

Section 1l: Utility=~specific deficiencies
Section 2: EMA Tiexr II deficiencies
Section 3: Engineering deficiencies

Attachment 2 contains deficiencies from the October 1987 CPCEN
i Applications. :
This Section has three Attachments:

Section 1: Utility specific deficiencies
Section 2: EMA new Tier IX deficiencies
Section 3: Engineering deticiencie;

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 lLetter
NA = New Applications
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ATTACHMENT 1 - Section 1
SCE = SPECIFIC DEFICIENCIES

The following list refers to those deficiencies identified in the
May 8, 1987 letter that were not adequately addressed in SCE's
specific responses or in the October 1987 COTP CPC&N Applicatien.

Deficiency 3. Short-term capacity transactions

The response to this deficiency remains incomplete in that it
only analyzed the range of the number of transactions. There is
no analysis of prices relative to SCE's avoided cost to determine
if this is a cost-effective use of the line. :

The capacity prices for the short-term capacity transactions
should be provided.

Deficiency 7. SCE's Cost for COTP
This deficiency has not been fulfilled with regard to:

2) The basis for right-of-way, land acquistidn, labor and
purchase costs; ‘

b) The formulas used in deriving Edison's indireect and overhead

cosTs;

€) Justification of TANC's escalation and contingency rates.

Deficiency 8. Annual Revenue Requirement

Exhibit G is not an adequate response to the delineation of the
annual revenue requirement o fixed and operating cos=s. d

G divides the revenue requirement between transmission lines and
substations, but does not specify the,fixed and operating
conponents for substations and transmission lines.
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ATTACHMENT 1- Sect;on 4

DEFICIENCIES IN m ECONOMIC ANALYSIS

The application cites EMA report Sections 3.3 and 3.4 for
compliance. These sections fail to reflect increased cost
possibility of future increases and :eas;b;l;ty of cont*acts in
the follow:.ng ways:

1.1. The application claims that the price for the mix of
se:'vr'.ces fronm the PNW will cost about 75% of the cost of a gas
urbine (page 3-46). The application needs to show that the
pr-ces in fact do that compared to the costs of 2 gas turbine
ed in the EMA analysis separately each for PG&E, SCT and SDGaZ.
»<her, some basis for the 75%, is needed (e.s., comparxisen of
hist rical prices to historical costs of CT, st “ements of ENW
sellers that their future price limit is 75%).

ar

Cl.2. BPA's SL rate applies to only 1350 MW ¢f capacity and 725
a¥wW of energy. The application needs to exzlain why a sshedul
for 1350 W applies to capacity sales in excess o0f SSQ0 MW (o
whatever will be the firm carrying capacity of tng‘ex;s:i !
before COT2), and applies to nenfederal sellers as well

1.3. The applicat 'on'must explain why existing coatracs .
capacl ty/demand prices substantially exceed the projected prices’
rfor the COTP analysis. :

1.6 EMA assunmes the PNW capacity rate will be BPA's dnitially
proposed SL-87 for a four month summer rate. This is teo
represent the feasibility of negotiating leong term contracts
under reasonable charges. To make this a credible clalz, EXA
must show why the current and proposed actual contracts with the

PNW for capacity are substantially greater than the BPA assuned
rate.

1.7 No analys;s or data was presented on the effect of the Long
Term Intertie Access Policy (LTIAP) in EMA's apalysis. The
application should provide analysis and data on the effect of the
LTIAP on the COTP as required by P.U. Code 1102 including the
effects on economy energy, firm capacity and energy purxchases.

1.8 In Table 3-6, support is needed for the assunmption that
dependablé hydro capacity in the summer is the same as in the '
winter. Support is neecded for why the Canadian surplus will last
ln excess of 1500 MW past 2006/07. Support is needed for the
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assunption that the cost of this surplus is less than the
proposed BPA SL-87 rate used in the analysis.

Defzc ency 2.1 Capacity purchases by ut;lzty (OA pages 12 and
. 104; DL page 1; NA EMA 5.2.1.3 and Tables 5-90,
5-9), and 5-92)

The request was to provide the estimate of MW purchased by the
municipal utilities in the EMA study. The answer refers to EMA
section 5.2.1.3 and three tables. These citations do not contaln
an answer about the assumed MW of municipal utility purchases in’
the EMA.analysis.

Deficiency 2.3 Capacity purchase assumption and the BPA IAP (CA
paces 36 and 37; DL page 2; NA EMA 3.3 and 3.5)

The recquest was to reconcile the ass_ned capacz ty purchases over
the COTP with the terms for capdeity sales in the IAP,
spec;f;ca’ly Exhibit B and the way the IAP provides for firm
sa-es, The answer provzdes considerable information on the
bsolute phvsical capacity amount s, along with a statezent thaz
the IAP should not be consicered since the Adninistrator says the
f£inal LTIAP will not be anti-competitive.

+

- -

and the IOUs opinion on how the LTIAZ? should be consicered is
clear. There is no reconciliation, however, beiween, on the one
hasd, the proprsed LTIAP and Exhibit 3, and, on the other hang,
the assumpesions in the EMA study on capacity sales.

The answer is respensive only in pars. The physical capab*"*v

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

Appl;can. was asked to support the claim that capacity is a
function of water years (e.g., more carpacity is availakle in
nongritical water years, rather than the alternative txat the
azount of capacity is not 2 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 saze unsupported

clain (EMA Section 3.1.3.4, page 3-13), and fails to provide any
- support.

Deficiency 3.2 Capacity from sezsonal diversity (OA page 23; DL
page 2; NA EMA 3.1)

Support is needed for the claim that resources in excess: of
denand in the Northwest Power Pool Area of 25882 MW exist in the
summer of 1987. (EMA Section 3.1.8, page 3-17.) This should be
reconciled with Table 3~1 which shows about 8000 MW of firxm
surplus in July 1986.-
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Deficiency 3.3 Duration of capacity (OA page €5; 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 clain of

surplus through 2005-6 for the PNW and 2006-7 for Canada. No

support is given that these levels will not deterzorate over the
"~ life of COTP (now assumed to be 40 years).

Detlczency 4.1 Conposite PNW capacity przce (OA page 64; DL page
47 NA EMA 3.3)

Applicant was asked to support the basis for the capacity price
used, with several spec;f;cs and examples identified. The
‘applzcant' answer to this, deficiency item is EMA Section 3.3.

The answer does not address the deficiency iten. The EMA study
does not explain the reason to assume nonfederal prices will be
the sane as federal prices. The study does not show that

‘nonfederal prices in existing and proposed contracts are equal to
federal prices.

EMA does state that it uses a single composite price to represent
a nix of capacity services, and that composite price will be
on the order or 75% of the cost of a combustion turbine (EMA page
3-46). Support is needed for that assumption. For exazple, is
the initial proposed SL-87 rate used in the EMA study on the
order of 75% of the cost of a combustion turbine for PGLE? SCZ?
SDG&E? What is the cost of the surplus capacity to the PNW
sellers? Is it less than the assumed price?, = Similar to the
enexrgy portion of the study, why is it more reasonable to use a

single composite price for the capacity poxtion of the study and
not so for the energy portion?

Deficiency 5.1 Energy over COTP (CA pages 16, 39 and 1137 DL
page 5; NA EMA 3.2.2 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 I.

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 reconciliatien 1tems does not explain the wide
difference between studies. Third, some of the 1tems-wou1d make
for no difference between studies.

The following discussion addresses each specific explanation for
a difference between stud;es and will help explain why the

3
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. reconc:xl:.ation iz derficient. As the conclusion” makes cleax, 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 ¢lear at thxs tine.

A. Differences in PNW load growth

On the surface this supports the applicant's claim. The effect
on sales to California is unguantified, however, and the effecs
may go the other direction. For example, higher locad in the PNK
probably means that the PNW installs moxe resources.
Southern California Edison has pointed out in other proceedings
before the CPUC (SCE's General Rate Case) that if nmore
resources are built in the PNW (even to meet 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, sznce _
there is less load growth and less resou*ce additions in the
EMA study.

"

B. DifZerences in cocal plants
The answer'says that 1719 MW of acdded coal

resources are used in the SMA study, for extra enexcy o
1203 aMwW. The answex fails to address that the:c ~5 added
load to be met by these rescurces, and what that capacit
and enexrgy leoad is. The net surplus is less t¢A“ the gross
azcunts listed. The effect suppor:s the direction of the
vy study results, but the magnitude is unclear.

C. Definition of California market

The differences in definition of the Czlifornia markes will

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

D. Gas prices

BPA uses higher gas prices. JZ California inmports
more when gas prices are higher due to greater benefits fro=
the transactions, and more transactions being econozic
(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 support the difference in results.

E. BPA has higher energy prices

BPA has higher energy prices, but assumes that
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they are naever 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.

[ 4
G. COTP in-service date

EMA assumes that COTP is operational S months
earlier than does BPA, out of a 40 year project (480
months). This affects 19591 energy only, but 1991 is the
yvear of least difference between EMA and BPA. This reason
does not explain the differences in 1995 or 2004.

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

A. Derivation (NA EMA 3.4)

The new application abandons the 60% and 82% ratios for prices,
and now uses a 50/50 share the savings as the base case. The
applicant must support why this is a reasonable assunption. If
the applicant wishes to assunme a 50/50 split, the applicant nust
explain why bydro variable operating costs are not used for hlock

L

Deficiency 7.2 Prices for Scuthwest nonfirm energy (CA pages 82-
3; DL page 7)

A. Derivation (NA EMA 4.5.2)

The deficiencies for the derivation of the Southwest prices are
very similar to those for the PNW prices. (See 7.1 (a) above).
Support is needed for the very central claim that the prices are
actually based on a 50/50 split. Support is needed for SDGLI's
forecast that the off=-peak price will be 0.93 of the on-peak
price (page 4-59). Support is needed for SCE's ratio of 0.863.
Marginal cost estimates in Table 4~45 must be corroberated by
actual recorded marginal costs (e.g., systenm lambda, California
Power Pool quotes). 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 off-peak prices are
based on 9000 BTU/XWh. The applicant should support the clain
that the correct estimate of marginal cost in Table 4~45 is based
on 9500, not S000 (to the extent most of the Southwest energy is
purchased off-peak), or a weighted average of 9500 and 5000 based
on actual on- to off-peak inmports.

The applicaticon must reconcile the claim that Tier II analysis 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 IIX runs show the average incremental heat
rate for any xwtility in any snapshot year is in excess of 9500,

5
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the actual energy benefit 1s- overstated when the price is
conputed based on 9500. Support should be provided for the
assunption that gas will be the marginal fuel for the 40 year
life of the COTP, and that the incremental heat rate will remain
at 9500 and 9000, not declining over time as utilities reoptinmize
and modernize tieir own plant. ‘

Support should be provided for the assumption that the SW price
as a percent of decremental cost for each dblock declines over the
life of COTP (Table 4-46 and 4-47), when 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 Southwest do not (Tables 4-48 and 4-49).

B. Coal escalation rates (NA EMA 4.3.2)

The gas price escalation is 9.0% annually from 1589 to 2005
(Table 4-14) and 5.5% thereafter (Section 5.1.3). <¢Coal prices
escalxte at 5.5% from 1991 to 2031 (Sectioms 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 ccal prices being dramatically lower
than gas in 15 years. The new application fails to answer this
deficiency. Sl : L

' -
v
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. ATTACHMENT 1 - Section 3

ENGINEERING DEFICIENCIES

The following Meficiency numbers refer to the Deficiencies
identified in the original May 8, 1987 letter.

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

- Individual line ratings;

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

frhe Appllcatzons should provide this information for all 500 KV
' line sections between Malin and Midway.

Deficiency 5. A detazled discussion and analysis of the
~ following was not provided: -

a. Tnder frequency 1oad shedding requirenents;

b. Generation dispatch constraints/practices which differ
from strict economic dispatch based on heat rates.

Effects of curtailment of.Northern California hydro
generation as required by the Pacific Intertie
Acreement on loop flow curtailments.

Deficiency 6. The data provided does not include any detailed
engineering studies to support the alleged reliability benefits.

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

The Application is still void of substantial'system.engineering
data. Copies of power flow and stability studies performed for
the COTP should be provided including the following:

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

A stability case for loss of Olinda substation (500 XKV
line to Tracy and the 500 KV to 230 KV transformer)
without the islanding scheme and with conditions
sizilar to the credible two line outage cases listed on
page 87 of the Preferred Plan of Servuce 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 xeport. Include plots of 500 KV voltages such as
Devers and other 500 KV buses, NW and SW system angles,
frecquency plots, and series capacitor currents.

Frecquency plots for case )l 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 ‘cirecuits tripped.

Details on .the various remedial actions schemes should
be provided.

Existing and future transmission service comzmitments
for all 500 XV line sections between Malin and Midway.

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

Deficiency 10 and 1l. The response was inadequate. The
requested information on outages should be provided on all line
segnents and projections of ocutage probability should be

performed.
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. f ATTACHMENT 2 - Section 1

SCE OCTOBER 1987 COTP APPLICATION

1. 7The application should demonstrate explicitly how the recent
increase and potential future increases in the charges for
purchasing electricity from the Pacific Nerthwest, and the
feasibility of negotiating long~term contracts under reasonable
charges were used in deriving the benefits shown in Table B.2 in
Exhibit B. In presenting the derivation of the benefitsz shown in
Tabkle B.2, include all foraulas and 1nput assunptions. If the
above fac*crs were also used or taken.into consideration

elsewhere in the cost-effectiveness analysms, please specify
where and how.

2. Thers is no analysis or discussion of the resale municipal
utilities'(Anaheim, Riverzide and MSR) willingness to absord the
IOU portions of the COTP in the Muni COTP option with only the

ransmission Principles and "Intert-e ‘Fira" as oprosed to the Los
Banos-ca es line. ,

3. PGIZ and SCT base their benefit/cost analysis on the MUNI
COT? as the only eopticn to IOU participation. The SDG&T
applicatian bases its analysis on the WITHOUT COTP copticn. The
Applicants nust clarily this apparent inconsistency in
altermatives to IOU participation. If both options are possible,
and since strategic benefits are different in the two options,
the strategic benazits must be discussed and/or analyzed for each
option separately.

4. The follewing deficiencies pertain to SCE's econonic
analysis, as presented in Exhibit B.

The discussion of strategic benefits does not provide sufficient
information to determine their validity. Workpapers, studies an
analyses should be provided. .In addition, the quantification of
strategic benefits appears to be logically inconsistent with the
quantification of direct benefits.. Direct benefits are
calculated as the difference between the Muni COTP and the IOU
Participatien.

Many of the strategic benefits identified by SCE to be
attribdbutable to their participation in the COTP also exist in the
Muni Only COTP. SCE fails t¢ recognize these benefits in Muni-
COTP alternative and suggests that the value of strategic
benefits results solely from their participation. .

5. No data was provided to substantiate the various statements
(B=S. through B-7) regarding xeliability benefits due to COTP
including the following:
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a. Engineering studies to demonstrate the NE/SE separation
scheme will not be neceded including those studies referenced in
the Engineering reports Veol. 3.

b. WSCC outage reports and detailed descriptions on the
operation of the separations scheme and the events surrounding
the three outages used in determining the strategic benefits..

¢. A detailed description of all work on the existing systenm
that has been performed to prevent similar outages from
reoccurr;ng.

d. Engineering studies to demonstrate COTP would have prevented
the outages. _ _ o

e. Engineering analysis or studies to verify the QF's inability
to stay on line during a disturbance.

£. Justification and correspondence to support SCE's belief that
the munis will build COTP without su::;c;ent separation unless
the IOUs are involved.

g. Detalled customer outage reports on the re:erenced outages

1ncludznq listing customer load by outage time block and listing
. punping load separately. .

6. Reliability Benefits. (Exh. B, pp. 5~7, App. B=l, w.p.)

A $40 million, NPV benefit of increased reliability is estimated
using an average outage of 533 MW, a value of $10/kWh (1986%),

and a 50% avoidance of the average one-hour outage as a benefit
of the COTP.

a) Provide historical data or calculations to support the 533 MW
estimate.

b) Provide analysis to support the 50% avoidance of the average
one-hour cutage as a benefit of the COTP.

¢) Provide analysis that the value of an outage is $10/kwh
(1986%). The CPUC has never adopted an outage value for
reliability benefits. There are no references to support the

"general cbservation" that this is an appropriate value for
unsexved exergy.

7. Intercomnection Support. ([Exh. B, pp. 7-9, App. B=1, w.p.]

a) There is no support for the assumption that SCE needs 100 MW
of additicemal interconnection support from the COTP. -

b) There is no support for the assumption that 1,400 MW of
interconnection support will be available from othexr utilities.
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¢) There is no support for the assumptlon that interconnection
support, if needed, should be valued at the rull combustion
‘turblne pProxy.

8. Increased Power Pooling - Wheeling Benefits [Exh. B, pp.9,
AppP. B=1, w.p.]

There is no support for the assumption that transmission
service sales would be made five percent of the time. [line 51)
In other words, there is no backup for the assumption that 123
GWh/yr would be wheeled.

9. Increased Competition - Price Benefits. [Exk. B, pp. 10,
App. B-1, w.p.]

a) There is no suppoxrt for the assumption that the COTP
will result in a two percent reduction in purchased power costs
[line 26], f£ifty percent of the time [workpapers].

») The assumption regarding the amount of energy in GWh to which
this price reduction should be applied (1986 purchases) is not
supported by the PROMOD simulations of years during which the
COTP would be operational. . No attempt has been made to explain
the validity of the use of 1986 purcha es.

10. Lecp Flow Mitigation Benefits. [Exh; B, pp.10-11, App. B-1,
w.p.] ‘ .

There is no support for the assumption that 86 MW of additional
firm purchases could be made. No assumptions or calculations are

presented that this 86 MW would be available from other utilities
or at what przce. '

1l. Incremental Energy Benefits -~ Fuel cQsts. [Exhk. B, pp. 11~
13’,» App- B—l’ w-p’-] . ‘ .

There is nosupport for the assumption that 50 per‘ceri.t of
displaced gas would be "higher-cost™ gas.

12. SCE/LADWP Exchange

No correspondence, agreements or workpapers were provided on the
details of the Ed;son—LADWP-Exchange of Paczrlc Intertme
Entitlements (pp. 318-319)
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L ATTACHMENT 2 - Section 2
EMA STUDY DEFICIENCIES

L. SCE-LADWP exchange (EMA Section 2.4)

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

The application must clarify whether PGIZ and SDG&Z take their
shares of the exchange under the California Power Pool
agreements, and whether the EMA analysis assumes they take their
shares or not. The appl*catzon cannot be accepted until the CPUC
staff is provided full information on the details of this
exchange. SCE claims that their case with the exchange is the
wconservative™ case. If that is true, this claim nmust be
supported. SCE has a pos;:_ve benefit to cost ratie for its
parcicipation in COTP given the entitlements exchange; without
the exchange are we sure the B/c declines?

a“ .
2. Xey Economic Assumptions (EMA Section 4.1, Table 4-1)

Support is needed for the utility discount rates. The assumed

capital structure and cost of funds for each compenent must be
p*avzdea-

..

3. WAPA Resources - (Seg<icn 4.2 and 5.1.5)

£A's analysis lacks sufficient discussion and workpapers describin
the treatment and modeling of WAPA/PG&Z/TANC enexgy and capacity
aneunts. How the modelznq treatnent correlates to the various
contractual provzs;cns and operatzng practices including pricing
provisions and curtailment practices should be explained. The

Applications should also explain how the PROMOD ocutputs were adiusted
to obtain the figures in Table 5-2 through 5-13.

4. An2lysis (EMA Sectionm 5.0) .

The application should justify'the use of a 2 nill minimum saving
level for  econony transactions in EﬁA!s’analysxs (page 5-2) with
consideration given to losses, wheeling charges and the 15%
markup used in the PNW and SW models

S. Provide justification for the assunmption in EMA's analysis
and/or meodel that a utility will first provide transnission
sexvice 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 economy energy.
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6.  Provide justification for the different assumptions and
methodology used to estimate wholesale and retail revenue impacts
between PGSZ and SCE. Explain why SCE could not reduce its
charges for sales of capacity in order to compete with PNW
suppliers (pages 5-123 through 5=-129).

7. No documentation of SCE's transmission rates were provided 1n

the EMA or SCE analvsis.

8. Page 4-33 states "For internal planning purposes, SCE assumes
that the maximum leop flow witheout 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 ln.nes (2/3 of the 1200 XW with the COTP is
800 MW, the same leop flow as without COTP". In quantifying the
st ateg-c Benefits due to reduced loop flow, however, 900 MW of
loop flow with COTP was assumed. :

This discrepancy should be etplaxned and substantiated witd
workpapers.

'

9. DProvide a clear explanatiocn of the estimated cost sharing for

Scuth of Tesla reinforcements. Arxe the annual collections from

SCE, SDGEZ and SCPA to be proportionate to their shares of

¥idway~Tesla transmission? Are the annual collections designed

to recsver all of PG&ZI's expe%ses’ IZ not, then wlat port;on

Dc these arrancexzents change il the los: Bano*-cates project is
und to be necessary?

10. Illustration 5-1 of the EMA Cost Effectiveness Report does
not represent correctly the PROMOD multi-area nmodeling of
California. CVP and S-WAPA are not separated out. Pxovide a
corrected Illustration showing the modeled 1nterconnect-ons
between the 12 areas.

1l. Neither the CPCN applications nor the PROMOD user manual
document sufficiently the monitoring of critical interfaces
between areas. Specifically, documentation is lacking describing
whether, in the case of two or more tie lines passing through an
interface, if each tie separately, or only the total capacity
through the interface is not to be exceeded.

Provide justification to suppert the claims that the PROMOD
Dulti-area model;ng on a state~wide basis captures current
tility practices and economic effects for each utility.

- 12.  Capital Cost (Section 5.4)

The total capital cost is estimated at $ 465,992,000.
This consists of four compeonents: Direct Cost "forecasted"
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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. ' g

L 4

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 application must be
based on ratebasing the investment and show the impact on the
project.

1l4. Resource Plans (EMA Sections 4.4.2 and 4.4.3)

The resource plans without COT? must be provided. Also, energy
resource plans (or if not plans, at least energy balances which
resulte from the adopted resource plans) must 'be provided with and
without COTP. ‘

15. Cost to IOUs (Seﬁticn 5.4)

. Froo the analysis, the costs to I0Us can be surmarized as

follows:
Table 5-122 Table 5=-12& Takble 5-128
Base Case Replacexzent Revenue Requm*emeﬂts
Substation anl Sub Replace cost

$125,378,000 $192,300,000 $183 878, 000
SCE $ 95,600,000 $165,380,000 : $l43,800,000
SDG&Z $ 18,233,000 $ 26,920,000 $,26,330,d°d

Please demonstrate, using an example,. how the revenue

regquirenents (including the substat;on replacement Costs)
were derived.

16. Fuel Price Forecasts. (Section 4.3, Ppp. 4-16 through 4-28.)

No explanation is given for the assumption that the appropriate
marg;na’ 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 I0U's differ as gas
buyers (e.g., PG&E and SDGAE are combined gas and electric
utilities; SCE is not), the basis for using a weighted average
marginal gas price forecast must be supported. '
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17. Firm contracts (Table 4-52)

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

A further explanation is needed of the forecast price for the
firm energy (on what are the forecasts based) and the assumed
avoided cost that is avoided by this firm enexgy (along with an
explanation of the assumptions used to estimate the assumed
avoided cost for firm energy).

18. Provide the basis for the assunmption that the additional
cost of generating the energy not received (due to the 3.5% loss
factor applied to the net flow of California economy energy nexrth
to south or south to north) was split equally among the buyers
and sellers of the net California econonmy energy flow. (Section

5.1.5.2, p.5-61) | .
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ATTACHMENT 2 - Section 3
ENGINEERING DEFICIENCIES

1. A description of the reinforcements of the transmissien
system south of Tesla to meet the projected COTP transmission
service odligations and the needs of the COTP-partxcxpants
including SDGSE was not provided. No detailed engineering,
powerflow or stability studies have been provided to determine
the existing transfer capaclty after reinforcements, minimum
transfer capac;ty requlred for muni acceptance, and the amount of
expected transmission service commxtmen:s,and their
justification.

2. A detailed descrzptlon and justification of each of the
interconnection flow limits in EMA's Illustration S~1 was not
provxded. Include a listing of the various transmission sexrvice
commitments on each path. Explain how EMA models the above
correctly including the effects of counter scheduling.

U
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JOHN B. OHANIAN AND G. MITCHELL WILK, Commissioners, Concurring:

We join the majority in this decision with some
reluctance, and do so only because we believe that agreenment on
the South-of-Tesla issue is an essential prerequisite to 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 before we have even accepted
the application. Were it .not for the Socuth-of-Tesla issue, we
would accept this application and let the process decide the
rerits. ‘

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 granting a certificate hurts the
applicants (who may waste time and effort in planning a project
that will never be built), the ratepayers (who may 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 ph&se 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 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
Scuth-of-Tesla, seem to us to speak to the merits of the project
rather than to filing requirements. o

The applicants also bear a portion of the blame for the
delays in this case. We see very little evidence that the
utilities have made strenuous etforts‘to’comply3with the
deticiencies listed by the Executive Director. Had the utilities
done so, we might have avoided the timeéconsumihgxnecessity‘o:
this appeal. If this lack of cooperatiqn continues‘durinq thé;

1 -
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litigation phﬁse 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 likely be essential to meeting the applicants’
burden of proof. .

Finally, we join the majority in its concexn 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 disservicg-to Californians and
will weigh heavily in our final opinion regarding the cost-
effectiveness of the

- Februvary 16, 1988
San Francisco, Califormia
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FREDERICK R. DUDA, Commissioner, Concurring

This decision resolves Edison’s appeal from the Executive
Director’s second rejection of its COTP application. The
Commission’s Division of Ratepayer Advocates (DRA) believes 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 agrees 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 63920 et sedq,) 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 anbiguity as to our williﬁgness to take full advantage
of the information gathering opportunities provided by the Permit
Streamlining Act. | |

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

I believe these arquments uwnfairly criticize DRA for.
sccking additional information before making a determination
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as to the completeness of the resubmitted application. DRA{s
information gathewing efforts fall squarely within both the letter
and the spirit of the Permit Streamlining Act.

Government Code Section 65943 (a) expressly provides for a
second determination of the comﬁleteness of an application =
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
resubmitted application is determined not to be complete, the
agency’s determination of incompleteness must specify those parts
of the application which are incomplete, and must indicate the
manner in which they can be made complete, including a list and
thorough déscription of the specific information needed to complete
=he application. The applicant is required then to “submit
materials” to augment its application in response to the list and
descr;ptlon.

Government Code Section 65943(b) provides that, no later

than 30 days after receipt of the subnitted materials, the agency
. must determine in writing whether the submitted materials are
complete. If the written determination is not timely made, the
&pplication together with the submitted materials is deemed to be
complete. At this juncture, if the agency has determined that the
application, together with the submitted materials, is not
complete, the agency must provide a process for the applicant to
appeal that decision in writing to the governing body of the
agency. (Government Code Section 65943 (c)).

Under 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 finally determine whether the
dpplication is complete. First, if the agency determinef that an
;n;txal appllcat;on is incomplete it nust Lnform the appl;cant ot
any deficiencies so that the appl;cant ¢an attempt to cure those
de:;clenczes in a resubmitted applxcat;cn. Second, if a

Y
i
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resubmitted application is received, and the‘agency determines it

a also—mnccmplete, the agency must again inform the applicant of
any deficiencies so the applicant can attempt to cure these
deficiencies with additional submitted materlal. once any
addltlonal material is received in respons e to the sccond list of
deficiencies, the agency must then stop asking for more information
and make its determination whether the application, as
»upplemented, ic complete. ‘

This several step process ;s necessary to balance the:
interests of applicants in having their applications considered on
thelr 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 impoxtant
where, as in the present case, the resubmitted application is
,ub,tantmally different from the initial application.

In addition to my criticism of the majority’s discussion
of the Permit Streamlining Act lssue,,I feel the need to express my
concern with one other deficlency in the mejority opinion. Because
the Commission believes that the application is deficient with
regard to the issue of project definition, it properly rejects the
Cresubmitted application as incomplete. I believe, hewever, that
the majority should have taken the opportunity presented by this
decision to articulate moxe clearly its concerns about the
utility’s showing with regard to a number of other critical issues

and to clarify certain questions we believe should be addressed
head-on. '

‘ I would have added the tollcwing‘lahguege to the adopted
decision, just before the Findings of Fact, as follows:
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"Notice of Neeod Foxr An Adeguate Record

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‘décision"oh the
merits, the proponent utilities must address in detail the
following four questions: | ' '

What is the agreed upon project description?

Vhat quantity of energy is available at what price from the

Northwest, and what uncertainties 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 willk compromise the overall
reliability of the overall western electricity systenm?)

What criteria are project proponents using to evaluate
reliakility (capacity) benefits ¢of the COTP? (Are these
reliability criteria appropriate or consictent with our
gencration planning reliability criteria?)

| These are fundamental questions which the Commission
believes must be adegquately answered by‘project‘proponents before
-an appropriate decision on the merits can be reached. Aécordingly,
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the Commission takes this opportunity to place the proponent
utilities on notice that without an adequate show;ng on these
issues, the Commission will be faced with the prospect of denying
the COPT applications for lack of suffzc;en; evidence.”

Freder;ck R. Duda, Commxss;oner

~ February 16, 1988
; San Francisco, California




- A.87=-10=-023 ALJ/LIC/tcg

- It follows from thé time constraints of
substantial responsibility of the Commissien und

Legislature has apparently recognized this Xogic in electing to
leave the determination of completeness t¢ the agency’s discretion.
The only pertinent requirement of the Ack is that each agency
prepare an ~Information and Criteria L¥st” to help inform
applicants of information that will bé necessary (Gov’t. Codes

§§ 65940-41). The Commission adoptfd such a list in 1979 (1 CPUC
2d 166 (1979)). The legislature did not elect to prescribe to
agencies what information they myst obtain, but was silent on the
substantive centents of such lifdts. The legislature further did
not elect to dictate to the Commission that the Information and
Criteria List is the exclusiye standard to be applied in
determining completeness. Ne therefore conclude that the
Commission has been left exercise its discretion in these
matters, so long as it ig exercised reasonably. Our standard of
review must recognize t}fe realities imposed by the Public Utilities
Act and the PSA and mugt also reflect the fact that the hurden of
proof justifying the Assuance of the certificate is clearly on the
applicant. - ‘

We turn gow to the specific argquments raised by Edison
in contesting the/Executive Director’s determination.

Edison’s cxrounds for Appeal

ission should accept its second COT Project
First, it maintains that its second
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requirements. Second, it contends that the rejection of its
application was premised on unfounded deficiencies.

B. The Application Satisfies
All Pertinent Statutory and
Requlatory Requirements

construction of a line, plant or system or any ext
. (PU Code § 1102). By filing an application for a
the requirements of GO 131-C, Edison maintains thdt it has
satisfied the requirements of § 1001. . '

Edison also believes that it has cofiplied with the
provisions of PU Code § 1003 requiring provdsion of preliminary
engineering and design information, a pro”ect implementation plan,
cost estimates, a cost analysis comparipG the project with any
feasible alternatives sources of power/ and a design and ,
construction management cost ¢control/plan. In support of this
contention it cites certain volumey of the Tank/Western Area Power
Adnministration Draft Environmen Impact Statement/Environmental
Impact Report (EIS/EIR), adopted by reference in its application.
It also cites Exhibits J, F, K, and € to A.87-10=-023.

Edison also believ'; it has complied with § 1004, which
covers technical filing reqéirements.

Edison maintains that nothing in PU Code § 1102
specifically, the del%_ Utilities generally, or GO 131=-C, requires
a utility to file all the detailed information relevant to § 1102
in its CPC&N applicat{:h. Edison asserts that it has included in

its second COT application sufficient reliable information and
pricing sensitivities to enable the Commission to determine the
cost effectiveness issue. It cites the EMA study, which it
believes is the most detailed study it has ever presented in _
support of a CJC&N application. According to Edison, EMA’s. study
provides sufficient reliable information for the Commission to
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assess the four specific statutory criteria of § 1102.  For
exanple, the EMA study addresses increased cost of PNW surxplus
energy and the posshility of future increases in charges for that

- surplus enexgy, by focusing on availability, historical prices,

- projected future prices, and benefits of PNW surplus capatity and

_energy. Similarly, it believes it has addressed two other specific
statutoxy criteria in the reconciliation table attagXed in its
appeal (Appendix E).. These refer to the feasibilify of negotiating
long term contracts under reasonable charges, and the feasibility

of purchasing electricity directly from Canada/rather than from
BPA.

Edison also maintains that its sgcond COT application
complies fully with GO 131-C. It maintajhs that such compliance is
demonstrated either in its refiled COT Application, or in the
Tank/Western Draft EIS/EIR issued Novémber 26, 1987 and
incorporated by reference in its segond COT application. Edison
also believes that it has provided/ additional information by

. responding in good faith to DRA’X data requests, “many of which
went well beyond the scope of 131-C.” (Edison appeal, p. 1l.)

Edison believes the/purpose of PSA is ”to eliminate
unreasonable delay in the processing of permit applzcatxons by
government agencies.” (Edléon appeal, p. 1l). Edison contends
that DRA is misusing its 051t10n as the reviewing staff, bas
gained an unfair advantage by being akle to delay the acceptance of
Edison’s application until it obtains as many discovery concessions
as possible or unti%/@he application is permanently withdrawn, and
is otherwise creatinhg a requlatory moving target by finding new -
deficiencies in tyznaecond application.

C. The Alleged General and Specific

Edisbn maintains that the materials satisfying the
aLleged detidiencies in its second application arxe either already
in that application or are not requmred for acceptance of the
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application as complete for f£iling. Edison does not_beliéve hat
all of the items identified in the firxst COT rejection letter were
fairly characterized as deficiencies; however, it asserts that it
made a good faith attempt to provide in its second appYication all
such requested information. It objects that the segond rejection
letter creates six entirely new general deficiencids and 17 pages
of additional specific deficiencies, some of wh

characterized as unanswered specific deficiengdes from the first
rejection letter. Edison maintains that the/purpose of the review
of a refiled application is to ascertain

provided to respond to deficiencies idenfified in the application,
not to identify further deficiencies thereby delay initiation
of the proceeding. ‘ -

Edison maintains that the¢/ general deficiencies alleged in
the second rejection letter are elated to those alleged in the
first rejection letter. The on}Yy possible geheral deficiency in
the second application which Edison is prepared to recognize is
that related to failure to r¢medy an alleged general deficiency in
the fixrst application.. It Asserts that it has addressed each of
the alleged general deficyencies identified in that first letter,
and consequently the sefond application should have been Accepted
2s complete under GO 1

Edison mainfains that it adequately responded to the
first general deficibncy identified in A.87-04-012 (the
inconsistent proje¢t description associated with Los Banos Gates),
when it joined wifh PGSE and SDG&E in executing the principles for
south Tesla trantmission sexrvice. In response to the second
alleged genera) deticiency entitled ~lLack of system engineering
data” (keyed Yo issues of system reliability and stability), Edison
asserts that/it included in its refiled application as Exhibits s,

W, all the engineering studies performed by the COTP
’s Study Committee on systems reliability and stability
In response to a third general deficiency entitled
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7Enexrgy Commission Foxecast,” Edison indicates that the IOUs
directed EMA to prepare an economic. scenario based on the CEC
.forecast assumptions. According to Edison, ~this scenario
demonstrated more favorable results for the COTP than did Edisén’s
base case scenario.” (Edison appeal, p. 17.) In response

fourth general deficiency entitled 'Public-vtilities Code A4 11027,
Edison asserts that it included in its second application copies of
two long-term firm power agreements recently executed Nith PNW
utilities as well as additional information explainiyg EMA’s
assumptions about the availability of PNW capacity.,/ Thus, in
A.87-10-023, Edison maintains that it filed detajfed information in
response to each of the general deficiencies ligted in the first
rejection letter. It maintains that the second rejection violates
GO 131-C and PSA, since both of those authorities provide that once
an applicant has cured the deficiencies idefitified in the
application, the application must be accepted as complete.

With regard to the second rejection letter, Edison
contests the fact that the identified ‘gneral deficiencies are
actually deficiencies. ‘

Edison maintains that alleged general deficiencies
associated with current BPA estimptes of available PNW power, the
final BPA LTIAP, and the dispute’ over the I0U/Edison PNW computer
model, were not identified in fhe first rejection letter. Moreover
it disputes the notion that any of these items are truly
deficiencies in conjunction/with either application. Edison
maintains that a curren:/ﬂPA.estimate:or PNW. power is available and
has been provided in its/ application. Whatever uncertainty there

may be about the assugﬁ@ions due to increased fish-kill issues,
raised by a third party over which Edison has no control, is not an
appropriate basis for rejecting the second application in Edison’s
view. In regard ¥o the BPA LTIAP, Edison points out that no
guarantee exists/%hat BPA will on a particular date (or indeed
ever) adopt an/LTIAP. Making its application dependent upon the
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act of a third party is ~“unconscionable”, in Edison’s view. In
connection with the dispute over the Edison computer model
language, Edison asserts that it has already gone far beyond/ the
requirements of DRA’s own proposed rule order implementing/§ §
585(a)~(d) and 1821-1824. It has licensed DRA to use its PNW model
and to modify it, and provided DRA with equipment and 'zchnical
assistance to install its models on the DRA’s computfgf Edison
maintains that neither the PU Code nor GO 131-C makKe the provision
of access to computer models a prerequisite for dcceptance of
applications.

with regard to the South of Tesla 9e£1ciency, Edison
asserts that the circumstance that certain COT participants beyond
the Commission’s jurisdiction have not agreed to the principles,
is not a valid reason for rejection_of‘E&&son!s second application.
It believes that DRA is still able to JfInitiate a review of the
costs and benefits of service provided to the IOUs and offered to
remaining participants pursuant to/the principles.

Edison asserts that it Ancluded all relevant elements of
the proposed LADWP/Edison trani ission capacity exchange and
litigation settlement agreement in its second application. Its
objection to a data request for the unexecuted contract provides no
basis for rejecting the se¢ond application, in Edison’s view. It
maintains that it has givén the DRA all information about the
proposed agreement necegsary to analyze this project. It regards
the alleged deficiency’ (that the proposed agreement~was
incompletely descrlbed) as totally unfounded. Edison promises that
it will give the Zyk a copy of the proposed agreement if and when
it is approved and executed by LADWP. In the meantime, it believes
that its objection to producing an unexecuted proposed agreenent is
an lnapproprlepe ground for rejection.

On sthe issue of the municipal~only base case, Edison
believes staff has mistakenly assumed that Edison used different
base line Alternatives. Edison affirms that the base line

{
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5a1ternatxve it used was that the municipal utilities would build

the COT project without IOU participation.
Edison disputes the assertion that it provided neo

quantitative analysis of the strategic benefits associated ¥ith its
participation in the COT project. It refers to discussi

second application of this issue as well as workpapexs An support
of its ¢quantitative analysis. (Appendix B-l to Exhibjit B, appeal).
It believes the rejection based on the existence of ny deficiency
in this area is simply incorrect.

With regard to specific deficiencies
attachments to the second rejection letter, 'Edf{son believes these
xtems have either been satisfied, are argume ative, or are in the
nature of data requests.

Edison charges that the second Yejection letter augments
and redefines many of the specific defiglencies from the first
rejection letter. (Edison appeal, p. In several instances,
according to Edison, new additional paterial not requested in the
first rejection letter, was requestéd in the second. (See, Example
of 12 deficiencies identified in initi rejection letter, and
Edison’s respense, Appendix O t¢f its appeal, referenced at pages 31
to 32 of Edison’s appeal). Edfson maintains that it was
responsive, and that the secohd rejection letter listed items as
deticiencies which were not/previously s¢o identified. Edison
believes that its second a3fpplication is not deficient if
information which was no¥ specified in the first rejection letter
was not provided in the/ second application.
| Edison also/charges that the reviewing staff is using the
designation of specific deficiencies as a means of arguing its own
assumptions and methodologies. Edison believes this is
inappropriate. I states:

~“The DRA’s responsibility here is to review
Edisofi’s application for compliance with
statitory and regulatory requirements, not to
attgmpt to leverage applicants to change their
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base case analysis assumptions.” (Edison

appeal, p. 34.)

Edison asserts that the California Environmenta? Quality
Act (CEQA) provides some guidance by analogy in its spedification
that disagreement among experts does not make an EIR Inadequate.
Edison concludes that differing assumptions do not xake an
‘application deficient. |

Furthermore, Edison contends that the DRA is using
identification of specific deficiencies as a ddscovery tool.
Edison does not dispute DRA’s right to condyét discovery, and avers
that it has been answering data requests fgllowing the initial
rejection of its application. ' .

IIX. DRA’z Response to fdison’s Appe

L4 AL

Ao ptroduction and Pre pinary Matters

On Janvary 25, 1987, DRA filed 1ehgthy formal comments
responding to the appeals of PG{E, Edison, and SDG&E. As a
preliminaxy matter, DRA objecté to the notion that Edison’s
application has been ”“rejected,” since the Commission has kept the
A.87~10~023 docket open in prder to allow the parties the
opportunity to proceed on All issues of the case which are not
dependent on the missing/information. DRA submits the only effect
of the Executive Directdr’s letter is to delay the start of the
clock running under tlie PSA.

DRA also rg¢ports that Edison has stopped responding to
PDRA data requests, pending the outcome of this appeal, although
Edison disputes tXis report (Edison Reply, pp. 6-8).
‘ Fuxrthefmore, DRA notes that if the Commission grants
Edison’s appeal, effectively finding its application to dbe
conmplete, the/clock will start to run under PSA and the Commission
will have oply 180 days to reach a dgcisiob'on the merits.

- J‘.2. - }
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Finally, DRA argues that the COT Project requires ¢ ose
scrutiny in view of the sensitivity of applicants’ cost
effectiveness assumptions. It notes that the applicants héve
relied on nontraditional benefits (i.e., increased systeh stability
and reliability) in orxder to bolster their cost-effe
analysis. Thus, the missing information can be of
}importance, as it relates to the analysis.of a single benefit which
could tip the scales against cost-effectiveness
B. The Missing Information

1. In General

DRA asserts that Edison’s applicytion suffexs from
nultiple deficiencies, over and abeve th ﬁajor itenms discussed in
the appeal. It calculates 40 common orrected deficiencies from
the initial applications, 20 common ddficiencies arising from the
second applications, and 30 deficiepcies specific to Edison‘’s
application. _

2. RU _Code Section 1102

A primary concern is/the failure of Edison to provide
rsufficient reliable informatAon” of PNW pdwer prices, as required
by Public Utilities Code § Z102. DRA notes a' substantial conflict
between applicants’ currept estimates of PNW capacity and energy
availability and BPA‘s ofn most recent lowexr (by 1,500 Gwh)
estimates of energy export sales. DRA also indicates that BPA is
currently revising itf estimates downward to mitigate certain
fishery impacts. Applicants’ current estimates are also much
higher than availafle Energy Commission and QF industry forecasts.

DRA pojhits to certain ongoing litigation which may
© require BPA to further mitigate fishexy impacts associated with
increased e s of hydroelectric power for COT and other
projects, rajsing substantial questions that the COT Project is no
longer cost/effective (DRA Comments, p. 8). According to DRA:

»"¥PA’s revised final EIS which will contain its
final mitigation proposals is scheduled for
release in mid-March. Pending release of that
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document, the unceftainty 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 scheduYed for
release in mid-April 1988, has a major bearing on the
econonic analysis. The magnitude of the potential
so great, in DRA‘s view, that they could eliminaté nearly all
energy and capacity benefits from the project. /DRA states:

#The utilities have argued that they/should not
have to wait for BPA to issue its final LTIAP.
' But this is precisely the policy Advocated by

PU Code § 1ll02--that Califormia Atilities not

commit themselves to expensive /investments in

transmission lines to the Norghwest until BPA

nas made some commitment reg¥rding price and

availability of power.” (DHRA Comments, p. 9.)

Finally, DRA believes th Executive Director was correct
to identify as a deficiency the f. that Edison’s PNW computer

. model, used by all applicants, jz not yet available to DRA in a
readily known computer languag¢. Edison’s conversion of the model
to FORTRAN will not ke compzzfgd vntil mid-February, according to
DRA. DRA c¢ites the shoxt %' d time between acceptance of the
applications and the due dAte for DRA testimony as further.
Justification for refusipg to allow the PSA clock to start.

3. ' )
PG&E’s f£irst/COT Project application contained a request

- to build a new line ,outh of the Tesla substation (Los Banos-Gates

Project). The Los os-Gates Project is included in TANC’s EIR at

a cost of approximately $100 million. However, Edison and SDG&E

did not include ¥os Banos-Gates in their injtial applications, and

the Executive D{rector noted this inconsistency as a deficiency in

those applications. | -

In/their second applications, all three IOUs sought

- consistency/by agreeing to a set of principles regarding wheeling
sla that would, according to DRA, provide a‘level‘ot

_..14 .
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‘service somewhat less than #firm,” albeit obviating the need £
Los Banos~Gates.

DRA believes the Executxve Director correctly refused to
accept the applications in the absence of formal agreemg¢fit by the
non=-I0U participants, and solely on the basis of the
representations that the non-IQU participants woul
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 participapts 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. Iack of Supporting Data .

DRA also believes the IOU appiications are deficient for
lack of any baseline studies of systed reliability, given the clainm
that system reliability is a major

5. Failure to Disclose Rel ant
Information Re Edison-]
Transmission Capacity

Agxeement

Edison and LADWP ha#ve agreed to exchange 820 MW of
transmission capacity on lifies to the PNW, partially conditioned on
the construction of the DF upgrade. Edison would give LADWP 320 MW
of Edison’s capacity on £he existing AC line and in exchange LADWP
- would give Edison 500 of capacity on the DC upgrade for a
35-year period. DRA Asserts that Edison weuld thus gain an
additional 400 MW of firm transmission capacity to the PNW even if
the COT Project were not constructed. Edison’s second
application, like¢ those of PG&E and SDG&E, reflects Edison’s
participation iy this exchange.

DRA Yelieves the Commission needs to know about feasible
alternatives and why they were rejected by the IOUs, in order to
gauge projegt cost effectiveness. DRA contests Edison’s
assertions/ made in its appeal, that all elements of this agreement
relevant Yo the Commission’s evaluation of the COT Project, have
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been described in A.87-10-023. Nonetheless, subsequent to j
of the November 13th deficiency letter, Edison has provid
background information, which DRA believes is adequate é evaluate
the effect .of this agreement on Edison’s participation/in the COT
Project. However, it has provided this information ,6nly to DRA
(pursuant to PU Code § 583); until Edison makes a dé:plete public
explanation of the terms of its agreement, DRA be&keves the
application is properly termed incomplete.
6. Ihe Muni-only Pageline

PGLE and Edison measure the benefifs of the COT Project
against a “muni-only baseline,” which assupes that if these IOUs do
not participate in the project, the munis/will proceed to build the
line by themselves.? ' |

DRA believes PG&E and Edison/s assumptions regarding the
nuni‘’s construction costs are defective in that they have simply
assumed that construction costs forf the munis will be the sane as
for the IOU-muni c¢ombination. In/DRA’s view, this exaggerates the
attractiveness of the muni-only ption,and'cbnsequently exaggerates
the cost effectiveness of the ¢OT Project. DRA believes the
Executive Director correctly foted this as a deficiency and

correctly sought to achieve/consistency on this point among the
three IOUs. ' ‘

7. Unrealistic Asgumptions
Re Current o?7z::ing Dispatch

Brocedures .

DRA believeg that the IOUs’ applications contained flawed
assumptions that all/generating plants are dispatched in optimum
fashion. Such assymption, which does not jibe with actual practice
in DRA’s view, greatly exaggerates each IOU’s ability to absord PNW

2 DRA not¢s that under the conventional “no project” alternative
baseline, &E’s and Edison’s costs of participation excee
benefits over $200 million (DRA Comments, p. 18)..

- 16 -
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econony energy. According to‘DRA; the magnitude of this jimpact is
$100+ million, in present value terms, over the life of the project
(Affidavit of Robvert Weatherwax; DRA Comments, p. 19). DRA
believes the Executive Director acted properly in identifying this
deficiency.

DRA believes that the Commission measures the issue of
public convenience and necessity by resolving sevefal issues:

© Do projected economic and strategi¢/benefits
outweigh the econonmic costs’

Is the project more cost effectdve and/or
less envmronmentally harnful than feasible
alternatives?

¢ Are the risks to ratepayer® acceptable that
the benefits won‘t be a eved or the costs
will be greater than‘zo bcast? (Section
1102).

Is there an approprixte allocation of costs
and benefits betweey populatlons ot
ratepayers over tipe?

detailed description of
Major benefits must alw

DRA’s ¢ mments zocus on four components of the framework
to be used to rewiew projects such as COT. These are: <the Permit
Streamlining Ack, the CPUC Information and Criteria Llst, GO 131-c
and PU Code §
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In terms of review under PSA, DRA believes A£hat Edison’s
position is overly legalistic. The real issue, in/ARA’s view, is
whether the Commission and its staff have appris A the applicants
of the required information in a timely and apgropriate manner,
prior to the f£iling of the applications. While the applicants
object to the fact that the deficiency letpers identified-
information requirements not specified in/the Commission’s formal
regqulations, DRA argues that the real igsue is whether the
utilities knew what sort of informatioh the staff needed.in order
to review this significant project. DRA submits that the answer is
rves.” ‘ _ A '
| The Commission’s InformAtion and Criteria list, adopted
pursuant to.the PSA, requires certain definitive information from
these applicants.3 DRA submitg that the applicants have failed
to provide crucial informatiofi. For example, there is no agreement
among project participants ut the nature of the project south of
Tesla, although D.89905 r;#ﬁires a full description of the proposed
project, as well as detaiYs of its estimated cost.

The Informatich 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 justifying
their participation oh the notion that their failure to participate
will result in the ¢onstruction of the line by the munis,
ultimately at greatér cost to ratepayers.

DRA als¢ notes that the Information and Criteria List and
PSA must not be jinterpreted 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 agency with 30 days to review an appllcatxon.for
completenessj. (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 Li
requirxes 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(c).

DRA disputes the applicants’ arguments that
with GO 131-C largely satisfies their filing requiremgnts for the
COT Project. According to DRA, these filing obligations arise
primarily from the Commission’s Information and CxAteria List and
PU Code § 1ll02.

DRA submits that the applicants have nterpreted theirx
cbligations under Section 1102 very narrowly d unpersuasively.
According to DRA:

#...The duty of the applicant is
application contain ’‘sufficient eliable
information.’ The only indication of what the
legislature meant by that phr¥se is contained
in the second sentence. To gonclude the
Legislature meant nothing mgre than that an
applicant must comply with/the existing general
f£filing requirements of GO/131~C is to conclude
that the Legislature enagted meaningless
legislation, a violatiof of common xrules of
interpreting statutes. (DRA Comments, p. 29.)

DRA also believes t applicants’ narrow interpretation
of their § 1102 obligations is inconsistent with the allocation of
the burden of proof in this/proceeding.

D. DRA’s Regponse to ote' Arguments
Fresented on Appeal ~/

DRA denies tué assertion that the Commission has created
2 regulatory noving t&&get. DRA believes there is an affirmative
obligation under PS to critically evaluate the information
submitted in response to the initial defxc;ency letters (Govt. Code
§§ 65953 (a)=(b)) Indeed PSA provides a 30-day review period for
this purpose. dditionaliy, DRA maintains that the deficiencies
noted in the gecond applications result from substgntial‘changes
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made by applicants themselves. As examples, DRA cites delgtion of
the Los Banos Gates Project and substitution ¢of the new South of
Tesla transmission “principles”; the existence of the Ydison/LADWP
Exchange agreement, noted for the first time in the yevised
application of Edison, and first~time quantificatigh of certain
strategic benefits in the revised applications of/Edison and SDG&E.
DRA also denies that it is using PSA ¥o obtain
information which should be obtained during n 1 discovery. It

believes the applicants have failed to-assiyg'any legal authority
for the proposition that the information réquested is a discovery

item, as opposed to required information or purposes of assessing
the completeness of the applications.

DRA disputes Edison’s conteption that the Executive
Director has illegally redefined the/initial deficiencies to find
Edison’s second COT Project application incomplete. For example,
DRA states the initial rejection Yetter noted as a deficiency
Edison’s failure to include engineering analysis on some subjects
impacting Edison’s claim of in&ZZased reliability, and the letter
suggested that Edison correct/this deficiency by providing copies
of engineering reports measuring COT Project effects on certain
system constraints and requirements. According to DRA:

7Edison provided/what studies it had done, and
arques that it/thereby met the requirement of
the deficien Meanwhile, Edison had also
chosen for tue first time in its second
applxcatzcn/to (1) quantify the value of the
increased xeliability ($40 million), and
(2) revea%/the presence of a major transmission
line exchange agreement with LADWP to the
Northwes¥. "Even though the information
requested in the first deficiency lettex was
even mofre critical due to the applicants’
increased reliance on it, the studies and
information submitted with Edison’s second
app cation still do not provide supportlng
evidence or analysis for the utility’s now
greater ¢lains regarding increased
reliability.” (DRA. Comments, p. 37.)
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Specifically DRA points to Edison’s failure to address the sysfem
constraints and requirements (e.g., effects of curtailment
.Northern California hydro generaﬁion, etc.) detailed in

Executive Director’s letter.

DRA disagrees that it has used this process argue its

own case. It agrees with Edison that an applicant

forced in its application to adopt assumptions wi

disagrees. However, it also believes this is not/what is at issue.
What is at issue, in DRA’s view, #is Edison’s f. lure to provide
any useful description of the methodology whi it used.~” (DRA

Comments, p. 38; Emphasis in original).  The/focus, according to
" DRA, is as follows:

"Whatever quantitative logic and/ methodology the
applicant chooses, an application must contain
enough information to allow e staff (and
other parties) to know what/assumptions the
applicant has made and how/those assumptions
compare with the applicant”s actual operating
history. To the extent fhat an applicant
attributes a significany’ economic benefit to
some feature of the project, the applicant nust
make its best effort vblexplaxn logically and
quantitatively how iy derived the estimate of
the benefit. It is/mot sufficient that the
applicant merely de¢clarxe its “judgment” that
the project will have so many tens of millions
of dellars of benpfits for one reason or
another. Such &/ *black box” approach makes it
impossible for ¢ Commission to~1ndependently
evaluate the merits of the appllcant’s claim.
DRA is not seeking to impose its own
quantitative/methodologies on the applicant,
but it insigts that the applicants logically .
and cuantithtively explain their claims. (DRA
Comments, p. 38. ) . _

DRA also dispute:gphe notion that it is improperly using the

Executive Directot’s rejection letter as a discovery tool. (DRA
Comments, pp. 38~39.)

Finally, DRA.contends that there is nothing 1mperm1551ble
about DRA staff involvement in reviewing the_applxcatzons for
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 completeness. DRA points to the lack of any such prohibition in

" PSA, the Commiszssion’s Rules of Practice and Procedure, or  general
equitable principles. Furthermore, DRA believes that stfffing
constraints dictate DRA’Ss 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 2fézrmation
presented to date. DRA insists that it has no preconceptions that
the project should be denied on its merits. rthermore, DRA
believes applicants are protected by this appellate process and
that, in any event, they have failed to depfonstrate any abuse of
procedural rules or PSA.

E. .

Pursuant to the ALY’s Ruling of Januvary 26, 1988 PG&E and
Edison filed timely replies to DRA’s/Comments. Most of the
argument contained in these replieg reiterates applicants”
extensive prior argument:; howev;zfyseveral points deserve further
attention, and are discussed beYow and/or in Section IV.

Responding to DRA’s goncerns about fish kill impacts,
Edison maintains that current available information is sufficient
for the Commission’s decisidnmaking purposes. In support, Edison
references a January 21, 19088 letter from BPA’s counsel to the DRA
COT Project Manager. Siyece this letter was unavailable to the
Executive Director at the time the applications were rejected, its
current availability does not resolve the question whether
rejection of the secgnd COT Project application constituted an
abuse of discretio Therefore, we do not find Edison’s argument
helpful in rescolvimg the dispute before us. '

Pointiﬁ@ to the problems posed by these appeals, Edison
also argues thaf the Commission should develop a more refined
published systéz of standards for CPC&N applications reflecting the
anticipated diverse and nontraditional nature of resource proposals
iikely to cgme before it in the future. Edison cites Government

- 22 -
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Code § 65942 as requiring the Commission to revise its filin
requirements “as needed so that they (are] current and acepfate at
all times.” Edison suggests that the Commission develop,/ through
its rulemaking process, such a refined published syst (Edison
‘Reply, p- 18).

It its Reply PG4E suggests that keeping tiHese matters “on
the docket” is inconsistent with rejection of itssapplication. It
believes the Commission’s Rules of Practice and fFrocedure do not
provide a mechanism whereby an application is ot‘accepted but
still in the docket (PG&E Reply, p- 7). PG&F contends that Rule 46
should not be interpreted as allowing the Cfmmission to neithex
accept nor reject, “but instead hold an application in regulatory
limbo”; it texms such a reading of the xhle to be a “tortured
~interpretation” of the plain language./

- A. PBackaround

We have previously discussed the importance of
harmenizing the various conflicting statutory demands the
Commission must satisfy in r aching its ultimate decision. The
preacceptance review undertéken by our Executive Director is a very
important first step desighed to ensure that the Commission will
have a sufificient record/at the end of this proceeding to make the
findings necessary to satisfy §§ 1705 and 1102(b) of the PU Code.
This task is even mor¢7:ritical in the instant case where we are
reviewing three sepaxéte applications andjattempting to harmonize
applicants’ individdal requests for authority to participate in a
significant transmission line project, wh;ch impacts each
applicant’s systefn differently. .
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. B. Resolution . ‘
1. Section 1102 Isscue
Section 1102, enacted in 1986, provides as

7(a) Notwithstanding any other provision o
this article, and in addition to th
requirements of Article 1 (commencjfig with
Section 1001), an electrical corpofation
proposing to construct an electrycal
transmission line to the northwestern
United States shall provide Commission
with sufficient reliable infofmation to
enable the Commission to detérmine that
the proposed line, at the electric rates
expected to prevail over i
of the line, will be cost/ effective.

forecast cost of electricity, shall take
into consideration th¢ recent increases in
the charges for purclfasing surplus
electricity from th¢ northwestern United
States, the possibylity of future
increases in thos¢ charges, the
feasibility of ng¢fotiating long-term
contracts under /freasonable charges, and
the feasibility of purchasing electricity
directly from Lanada rather than through
the Bonnevillé Power Administration.

#(p) The Commission shall not issue a
L1 of public convenience and
._necessity/unless it is satisfied that the
electrical corporation has provided the
informa¥ion described in subdivision (a).”

: Section 11¢2 was enacted subsequent to the adoption of GO

'131-c, which became/effective in its current version on

September 18, 198% (Resolution No. E~2059). The applicants have

‘argued that § 1102 imposes no additional duties on them at the

preapplication gtage absent amendment of GO 131-C to specifically
irements of § 1102. We disagree, although in

retrospect w¢ recognize that idéally,gwe should have adopted such




- A.87=10-023 ALJ/LTC/tcg

an amendment, in the interests of avoiding cenfusion.
Nonetheless, we agree with DRA that it makes no sensg to conclude
- that the legislature enacted meaningless legislatigh, which would
be the logical conclusion of the applicants’ ar
legislature intended that the applicants comply only with the
- existing general filing requirements of GO 13{~C, there would have
been no need to highlight the issue of Nortlwest power purchases by
enacting § 1102. | | 7

Furthermore, even in the absenfe of incorporating § 1102
into GO 131-C, the Commission’s existi)ig rules and procedures,
referenced in Rule 17.3 (Review and Abproval of Development
Projects) were sufficient to put applicants on notice that they
would be required to address ~suclf additional information as may be
required by the Commissioen in a Yarticular proceeding.” (Rule
15(c)). This was a concrete refuirement. In addition, there is no
question that the reviewing syaff placed each of the applicants on
notice that they were expectfd to address the statutory
requirements of § 1102 at Hhe preapplication stage. Thus,
applicants cannot complai) that 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 revifw process. In an ideal situation, we agree
that it would be pfeferable not to have to rely on our advocacy
staff to provide fL£echnical assistance to the Executive Director
- during the preapblication review stage. Nonetheless, DRA has
explained the yeasons why its involvement was required in this

4 We find merit in Edison’s suggestion, made in its February 3xd
Reply, that the Commission develop a more refined published system
of standayds:; this is a matter involving updating GO 131-C which
should pursued at the earliest feasible time.
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instance, and the real question is whether any abuse of discretion
resulted from this involvement.

We have delegated the responsibility for preapplication
review to the Executive Director. In assessing whether '
process was fair, we rely principally on the critical 3
our Executive Director in guiding the staff. DRA has/described the
approach it took in pursuing its own obligations to/assist the
Executive Director. Based on the information pregented, we have no
basis to believe that DRA’s input resulted from Any preconceived
notion that the applications should be rejected on the merits.
Indeed, there is every indication that DRA pyrsued its task
objectively, with reference to obtaining information the
Commission would need in order to initiate proceedings and make
findings of fact and conclusions of law/on all contested issues
within the tight timeframes mandated
: 3. The Deficiencies lLeading

To Rejection

with that background, now review the principal
deficiencies highlighted in the/appeals and comments of the
parties, to analyze whether tllere has been an abuse of discretion.
At the outset, we recognize £hat some of these deficiencies
arguably may be more appropriately addressed in the hearing roonm.
For example, two items (%he muni-only baseline argument and staff’s
assertion that the applicants have made unrealistic assumptions
regarding current operating dispatch procedures) border on disputes
over the merits of the applications and the weight to be given the
various showings. /For the future, we expect the Executive Director
in assessing any /resubnitted applications from the IOUs, to be
sensitive to tgéé: issues which go more to the weight to be
accorded the JOUs’ evidentiary presentations. However, this is a
matter of judgment, and given the need to harmonize the conflicting
requiremenys of the PSA, and §§ 1705 and 1102(b), it.was not
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‘necessarily unfair to resolve such difficult questions against the
applicants. :
‘ A key issue raised in the appeals is the rejection of the
~applications on the basis of the failure of the non-IOU
participants to formally agree to the South of Tesla princj
The applicants have accused the Commission of employing
regulatory target” because this issue was raised for
in rejecting the second application. We disagree, given the fact
that the South of Tesla principles were included /ZAin the second
applications to replace the Los Banos-Gates System Upgrade
" (included only in PG&E’s initial applicatio
| The dispute over the rejection hdsed on the South of
Tesla issue is crucial in highlighting tHe dilemma faced by the
Commission as it struggles to resolve f£he issues raised by the
CPC&N applications within the tight A£imeframes mandated by PSA.
The lack of agreement among the COL Project participants
illustrates graphically that thefe is no clear definition of what
 this project encompasses. Wit)out the agreement of the non-IOU
participants, this Commissiof is in no position to begin hearing
- the merits: to do so would Hut ratepayers at risk that future
uncertainty about the scofe of the project may result in the need
for further proceedings/and/or an unacceptable level of ratepayer
exposure should a further system upgrade prove unavoidable. In its
reply, PG&E indicatey that if it is subsequently forxced to proceed
with Los Banos-Gatesd, or a similar project, it will seek
certification at 2 later appropriate time, and will also deal with
any contractual yamifications of providing transmission service to
other participapts. 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 I0Us’ ohligations, under the COT Project MOU. We conclude that
the lack off a clear definition of this project is a fatal flaw at
ication stage. While we agree with PG&E that applicants
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need not submit the entirety of the information this agency needs

to take final action (Govt. Code § 65944(b)), we also believe

project definition is vital to a decision to start the clock

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

Similarly, SDG&E‘’s 2007 issue, which also rais
fundamental questions about the definition and scope of/ the COT
Project, was a deficiency justifying rejection. We
a deficiency in SDG&E’s first application as well,
the terminology used in the first rejection lett

In resolving the deficiencies related/to Northwest Power
issues, we rely heavily on our previous discugsion whiéh,afrirms
the propriety of considering § 1102 issues the preapplication
stage. Thus we conclude that the Executivg Director properly
rejected the applications due to the appYicants’ inability to
address the BPA’s Revised Final EIS ang/ long—term intertie access
policy (LTIAP),S and the inscrutabilify of Edison’s PNW computer
model used by all applicants in their affirmative showings.

Another series of serioys deficiencies relate to the

‘alleged failure to quantify nontfaditional benefits of proceeding

with the project, and failure assess feasible altermatives.

This was the reason for rejecfing the applications on the basis of
deficiency for lack of baseYine studies of system reliability, and
failure to disclose relevant information regarding the Edison-LADWP
Transmission Capacity Eﬁﬁgange Agreement. The meaningful analysis

- ©f benefits and feasible alternatives is a crucial step in the
- process of granting a/CPC&N. Because these issues go to the heart

of any CPC&N determjfiation, we believe the Executive Director

5 PG4E complAins that it cannot remedy the deficiencies keyed to
these BPA’s adtivities, since these matters are outside its
control. We/do not find that argument persuasive. The
applicationg should not be filed until such basic def;c;encxes
(keyed to § 1102) gan be remedied. ‘
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~correctly identified them as appropriate preapplication Anquiries
given the facts ¢f these particular applications, and ye do not
believe there was any abuse of discretion in specifying that this
information be provided at the preapplication stage/

acknowledge that these are the types of issues which will be
litigated during the course of evidentiary hearifigs but this does
not diminich the importance of recquiring inforplation at the
preapplication stage. This information is ir/the nature of a prima
facie shbwinq in support of the issuance of/the CPCIN, and thus we
expect that it will be included at the outfet in any event in
accordance with established procedures.

In sum, all of the above itemy provide sufficient bases
to support the rejection of these appldcations. In conclusion, for
all of the reasons above stated, we firm the Executive Director’s
detexmination that the applications/were incomplete and thexefore
rejected. ‘

Given the Executive Dirfctor’s rejection of the
application, and our affirmatiocr of his action, there is no longer
any matter pending before us, ¥s PG&E’s Reply correctly notes.
Therefore, we will close this/docket.

1. In the absence of/ a distinct appellate process under
Government Code § 65943(cy, Rule 85 of the Commission’s Rules of
- Practice and Procedure ig the approbriatewprocedure for challenges
under the Permit Streamlining Act. _

2. Applicants’ Appeals were filed in compliance with
Rule 85. . |

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

4. Completgness of an application at the beginning of the
proceeding is critical because of the time constraints of the
Permit Streamlining Act, which must be aceommodated in conjunction




A.87=10-023 ALI/LIC/tcg

QRDER
IT IS ORDERED that:
1. The Executive Director’s rejection of A.87-10-
hereby affirmed.
2. The docket in A.87-10-023 is closed.
This order :ig effective today.

Dated FEB L6 | » At San Fr California.

| | | R , o - e
I will file a written concurrance. STANLEY W. %ﬁi&é&
John B. Ohkanian - ?ggpmxcxn.pupp;
Commissioner o 0 GOMITCHELL WILK
| | | JOHN B OHANIAN
I will file a written concurrance. / o o o moneR

G. Mitchell wilk
Commissioner

. - I will file a written concurrance/

Frederick R. Duda




