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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF ~IFORNIA 

Investigation on the Commission's ) 
own motion into the desirability of ) 
power purchases from c0generators ) 
and small power producers located ) I.85-11-008 
outside of the purchaser's service ) 
area or outside of california and ) 

(Filed November 6, 1985) 

the terms and conditions which ) 
should be applied to such purchases. ) 

---------------------------------) 

This order restructures I.85-11-008 so that 
the Cownission,tbe utilities", c09'enerators and other small power 
producers will apply their collective resources to problems that 
need resolution over the near term. 

This i~vestigation will remain open to allow for review .. 
on a case-kly-case basis of' out-ot-service, area Qualifying FacilitY" 
(QF) interconnection to interties or bulk transmission' lines when 
such interconnection may result in the displacement of economy 
power. opon the petition of a QF denied an interconnection" the ' 
Commission will investigate the utility'S cla~ of displaced 
economy power or other economic harm to- ratepayers. 'O'pon the 
filing of a QF petition, the util:tty,mustdemonstrate the economic, 
harm that will befall its ratepayers if' an interconnection is 
allowed .. . 

Absent a utility claim ot economic harm, interconnection. 
of out-of-servicearea QFs should occur without any fuss or' 
additional requirements. by the . utility. This means, for exa:mple,,. , 
that QFS, outside of san Diego Gas & Electric Company's, (SOC&E's) , 
service area are eliqible to- participate' in SDG&E's reinstated", ': 

• r " I 

standard Otfer No.2 (S02). (See O~88-03~079'"Orderinq paraqraJ;>h 
4.) Unless SDG&Eraises. a claim ,of economic harm to its ratepayers, 
which is later upheld by the COmllu:ssion, out-of~service area. QFs. 
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should be treated no differently than in-service area QFs in their 
efforts to' participate in the reinstated $02. 

Other 'issues which have been suggested by the parties 
that tiled statements ot issues to be addressed in this 
investigation are deferred. 
Background 

The commission issued I.85-ll-008 partly in response to. a 
request of Cogeneration Services" Inc. (Hydro pool) to wheel power 
from the l?acific Northwest to Pacific Gas and Electric Company 
(PG&E) over the Pacific Intertie. Hydro pool represented a group 
of OregonQFs that souc;ht to participate ,in the interim solution 
adopted by the commission for the interconnection of QFsto .PG&E"s, 
constrained northern transmission system... 'I'he Commission decided .' 
that deliveries from Hydro Pool over the Pacitic Intertie had a 
qreater potentia.l for the displacement of economy power purchases 
from the Pacific Northwest than other QF deliveries.. Byclro. Pool, 
was not allowed to participate in the adopted interim solution .. 

The Commission stated in 1,.85-11-008 that. the 
investigation on the desirability of purchasing power from QFs 
outside the service area of the purchasing utility should 
determine: 

*1. the extent to. which unlimited .power '. 
purchases resulting trom interconnection of 
out-of-servicearea QFs.would cause 
displacement of economy energy from the 
Northwest and Southwest; 

*2.. the teasibility of developing pricinq and 
curtailment. options to assure that the true 
costs avoidedbyQFs. are measured, 
includinq the foreqone opportunity of the 
use of transmission lines tor other 
sources; 

"3. additional contract terms needed to. . allow 
purchasing. utilities to track the proqress 
of out-of-service area QFs for resource 
planninqpurposes; 
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"4. an evaluation of the circumstances, if any, 
under which it would be appropriate to make 
standard offers available to out-o·f-service 
area QFs and the form of such offers~ and 

ItS. the potential discriminatory and anti­
competitive effects of accepting or not 
accepting out-ot-state QFs with the 
possibility for economic harm or no 
economic harm to the California ratepayers; 
and 

"6. additional contract . terms and conditions 
and other factors which wouldnegatc.or 
ameliorate against any potential economic 
harm to the california ratepayer." 

Since the issuance of. I ;'.85-11-008 a prehearing conference 
was helc1 and evidentiary hearings were scheduled. Due to delays· in 
the completion of the long.-run standard ofter proceeding, the 
evidentiary hearings were postponed and· a second prehearing., 
conference was held to review'the issues which should be addressed 
by the Commission at this time • 

A wide variety of positions wp.re taken by the parties·at 
the second prehearing c~nference on the proper course of action tor . 
the Commission. We observe that unlike the, time when I.S.~ll-OOS. 
was issued, there are no.visibleQFsasking for access to· an 
intertie. 
Positions ot. the Parties 

PiviUon of Ratepaye;x: Adyocates CDBAl 

ORA'believes .that there'still are significant 
transmission'related issues which should be addressed by,the 
Commission. 

First, DRA submits that the original focus of the 
investiqation,' i.e .. utility requirementsto'purehase power from 
out-of-service area QFs, should be held,.. DRA. believes that any' 
changes from the standarcioffer contract· terms for out-of-serv"ice: 
area QFs should be reviewed by the Commiss.ion • 
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second, ORA recommends that the Commission undertake an 
inquiry into wheeling QF power. DRA contends that the commission 
can order a California investor owned utility (IOU) t~ wheel QF 
power and also may fix the rate that an IOU ~ay Charge for wheeling 
service. (See Public Utilities Code Sections ZS33-2834.) If out­
of-service area QFs are to sell power to california utilities, ORA 
believes that the Commission will have to visit the issue of 
wheeling and address the related questions of the availability of 
transmission capacity, potential operating and reliability 
problems, ~ethods for prioritizing wheeling requests, and 
calculations' of wheelinq charges .. 

Third, ORA notes that the commission may wish to review 
the usefulness' of a transmission cost'cap as proposed by l?G&E .. 1. 

Vtiliti$~ 

The utilities, PG&E, SOG&E" and Southern california 
Edison Company (SCE) believe that the investigation shoUld be 
suspended, narrowed or left unchanged. 

PG&E states that since the.'suspension of the' long-run 
standard otfers, no out-ot-service area QFshave" expressed an 
interest in delivering power to, PG&E., FU.rtllermore, PC&Enotes that," 

the Commission has recognized that PG&E does, not need additional Q:F::" 
capacity for the foreseeable future.. For these reasons, PG&E 
believes that the investigation should be suspended. 

SDG&E submits that it would be Unwise for the commission 
to attempt to regulate transaetions in the })ulk power market. 
SDG&E states that off-system QFs trying t~ deliver power through ' 
facilities designed for the transfer, of bulk power are 
participating in the bulk power market .. ' SDG&E contends. that any 

1 PG&E had filed an advice letter #1182-E requesting- approval ()! 
a $63. per kilowatt cost cap on . transmission system improvements tc>. 
interconnect QFs.By letter dated March 3-, 1.983 .. counsel for PG&'E', 
stated that PG&E has decided not to- elDploy thiS: cost cap and has: 
wi:tbdrawn the advice letter. 
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regulatory attempt to standardize a bulk power market transaction 
would be impractical and unsuccessful. For this reason, SDG&E 
concludes that the focus of the investigation should be extremely 
narrow and should avoid experilnentation in the bulk power market. 

I 

SCE believes no changes need to be made from the issues 
stated in the order initiating the investigation or the subsequent 
adlllinistrative law judge's ruling. Rather than restructure the 
investigation, SCE states that the commission shoUld proceed t~ 
determine the impacts on the ratepayers of out-of-service area QF 
power deliveries as originally contemplated. 

%be OPIt 
Santa Fe Geothermal, Inc .. , Union oil company of 

california and Freeport-McMoran Resource Partners submitted a 
succinct statement.of issues· to be addressed by the commission. 
First, they ask the commission to determine whether SOG&E's near 
term need for additional capacity can be met by OF resources 
located outside of SOG&E'sservice area.by transmission or . 
exchange. They suggest that OF deliveries may be made to: SDG&E 

over the Southwest ~ower Link, over portions of SCE's transmission 
system, or by exchange with SCE. Second, they ask whether the , 
development of new QFresourees may supplant the need tor the" 
development of the California-Oregon Transmission (COT) Project. 
Third, they ask, whether any modification to, the standard· offer 
contracts is· necessary other than a substitution of a provision tor . 
QF responsibility to secure transmission, or',exchange service ~or 
the provision on direct interconnection with the utility. FOurth, 
and finally, they· ask whether upgrades to a bulk transmission l:Ule 
are inherently system; beneticial such that the cost of such 
upgrades is properly borne by the, ratepayers.. as a Whole .. , 

'I'he Independent Ene~ Produeers Association (IEP) 
. believes that the investigation should. 'be broadened. In addition: 
to the original objectives, IEP believes that the Commissionsllould,,' . 
investigate the potential ~or the transmission o~ QF power by 
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displacement. For example, IEP suggests that northern california 
QFs whose output is committed to SCE could provide some of the 
electricity that SCE proposes to sell to the sacramento Municipal 
Utility District (SMOD), rather than physically wheeling power from 
Southern california to SMtTD.. IEP also urges the commission to. 
examine the ability of utilities to purchase OF power from outside 
their service areas as well as the physical ability of QFs within 
california to transmit power to several utilities. 

Yankee caithness Joint Venture (Yankee) submitted a 
statement asking that the investigation should be phased t~allow 
inquiry into its tender of standard offer contracts to- SCE before 
the standard offers were suspended bytbe Commission. Yankee 

I 

believes that its dispute with. SCE is project-specific and should 
be resolved without exploration of the broad policy issues raised 
in the investigation. Accordingly, Yankee. requests that its 
dispute with SCE be severed from the other issues and addressed 
first • 

Cogeneration· Service Bureau (CSS) asks for an 
interpretation of the 0.85-09-058 system-wide benefits standard 

adopted for allocating costs of transmission upgradesbetweenQFs 
and the utility's ratepayers. 

The Department of General Services (DCS) asks. the 
Commission to. consider ways of·, allowing OFs to- compete against 
resources located out-of-state that will deliver power through 
major transmission lines propo,sed by the' utilities such as the CO'!" 
Project and the Devers-Palo Verde, No.2 project. 

Q3:her Interested' brtiu 
The Natural ResourcesDe~ense Council (NRDC) endorses the 

stated objectives of the investigation ):)ut would add one issue. 
NRDC))elieves the commission should·. evaluate the extent to which 
Cali~orniautilities ~e' pursuing out-o!-service area power, 
purchases that involve invest.ment in cost-effective. conservation· 
measures, as an alternative to or in addition, to QFs;. NRDCpoints,.,· 
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out that the Northwest Power Planning Council has idehtified 
eonservation as the region's largest and cheapest unexploited 
electricity resource. NRDC submits that conservation-based power 
transfers should be part of any investigation ot out-of-state 
purchases. 

The california Energy Commission (CEC) simply stated that 

it would elosely follow the investigation of any issues that are 
pertinent to the CEC's certification of power plants and itslonq­
term energy forecasting and plannin~. 
Discussion 

We believe a restructuring of the inves~iqation is 
warranted at this t~e. We issued I.85-11-008 more than two years 
ago to cope with what we then expected would be a large n~ of' 
out-of-service area QFs. The situation today is quite different as 
there are no- visible QFs seeking access to an intert1e and, only. 
SDG&E bas a near term need tor QF capacity.. For this reason, we' 
will not undertake a statewide review ot interties. and QF access to, . 
them. Instead we will keep, this investigation open for a case-by":'. 
case review of disputes between utilities and out-ot-service' area: 
QFs over access to interties' or bulk transmission lines. Since 
neither PG&Enor SCE has a near term need tor· QF power, we expect: 
that the only review which may occur will involve'QF deliveries to 
SDG&E. 

A QF tbatis denied access to, an intertie or bulk' 
, . 

transmission line by a utility may file a petition intllisdoc:ket 
asking for Commission review. 'Opon the filing of such a petition:, 
the utility will be ,required to, demonstrate the economic . harm that 
will ))efall its. ratepayers if interconnection is allowed.. For, ':' 
example r it SDG&E. denies access' on the Southwest Power Link to an'· 
out-ot-service area QF trying to, par:tieipate in the .reinstatecl S02,: .. 
SDG&E will have to show that' there is a substantial likelihood that, ..... 

economy power purchases will be displaced even considering the 
curtailment provision in S02 .. 
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Absent a claim of economic harm t~ its ratepayers, out­
of-service area QFs should be allowed t~ deliver power to the 
utilities without any additional requireIDents.. A silnple alteration 
to the standard offer contract language requiring the' QF to take 
care of transmission service should replace the provision on direct 
interconnection. 2 However, there do not appear to' be any 
substantive issues that would require an evidentiary hearing as 
long as the interconnection does not raise the possibility of 
economy power displacement. 

We are hopeful that this approach will conserve the 
collective resources of the Commission, the utilities~ and the QFs. 
On the one hand, we do not carry out the original investigation on 
a generic basis for all the utilities. On the other hand, we 
provide an ongoing forwn for QFs' that· do. experience problems with " 
the utilities. This approach should· enable us to. concentrate on 
disputes as they may arise. We', of course, expect the utilities 
and the QFs to negotiate and to· explore all avenues :for a 
resolution of their disagreements before cOming, to' the Commission.,' 
The parties have considerable experience in workshops and other· 
settlement procedures for arriving at mutually satisfactory,', 
resolutions of QF-related, issues without Commission hearings. '!'he, 

, ' 

Joint QF/utility Consultative 'Committee also'lDayhelp in addr~$sin9' 
generiC problems. This experience should'encourage a 'meet and 
con:ferw approach over litigation. 

With respect to' the broad policy issues of wheeling, 
exchange, conservation-based power transfers, or cOIDpetition with 
proposed maj or transmission lines:, we are inclined to, defer any 
investiqation of. these matters. in this proceedinq until the 

2 We are confident that this can be accomplished without the 
formal approval of standard' contract language as the utilities,,' 
inc!ieatecl, at the second prehearinq' conference ,that these types of • 
contract modifications have been made in. a routine manner with out~ 
of-service area QFs. ' 
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utilities' need for QF capacity has increased. with respect to the 
peti~ion of Yankee regarding the execution of certain standard 
offers with SCE, this matter may be addressed before the broad 
policy issues are resolved, as agreed t~by the parties at the 
second prehearinq conference. 
lJ,ndings of Fact; 

1. I.S5-11-00S was issued at a time when the Commission 
believed that large numbers of out-of-service area QFs would 
attempt to· deliver power to California. utilities over interties or 
bulk transmission lines. 

2. More than two years have passed since issuanee of I.SS­
ll-008 and at this time only SDG&E.has a near term need f~r QF 
capaeity. 

3. The collective resources of the commission, the 

utilities, and the QFs will be eonserved it theqeneric issues as 
set tol:'th in the original investigation are not explored at this' 
time • 

4. The interests of out-of-serviee area QFs will :be" 

protected by the availability of a commission forum in which the 
utilities will be required to demonstrate that any retusal to 
interconnect an out-of-serviee area QFis warranted because of 
economy power displacement or other economic harm t~ the utility's 
ratepayers. 

5. This order should take effect on the date of issuance so 
that out-ot-service area. OFs interested in partieipating in, SDG&EI'S . 

J " I' 

reinstated S02 are made aware of their eligibility to part:ieipate~. 
Ognclusigns of Loy 

1. The generic issues set 'forth in the original I.85-11-00S" 
and broad policy issues. stated' by the parties should be de~erred 

until the utilities have a. near term need lerQF capacity-
2. The dispute between Yankee and: SeE regardinq the 

execution of certain standard ofters may be addressed by the 
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Commission before the generic issues or broad policy issues are 
resolved. 

QRDER 

Therefore, IT' IS ORDERED that: 
~ .. Hearings on the generic issues stated in I.SS-ll-OO~ and 

the broad policy issues stated by the parties are deferred until 
the utilities have a greater near term need for Qualifying, Facility 
(QF) capacity. 

2.. out-of-service area QFs whose' interconneetion does not 
raise the possibility of the displacement of economy power are' 
eligible to participate in the various standard offers .. 

3.. If a QF is denied an interconneetion :because a utility,' , 
claims that economy power displacement or other economic harm. will," 
occur, the OF may file a petl tion in this docket and ask the 
Commission to review the utility's claim.. Upon the tiling of a QF, 
petition, the utility shall make a showing of the economic harm. 
that would befall its ratepayers if the interconnection is allowed .. 
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4. The petition of Yankee Caithness Joint venture (Yankee) 
to hav:e Southern California Edison Company (SCE) execute certain 
standard offer contracts shall be addressed in this proceeding on a 
schedule agreed to by Yankee ,and SCE as approved by the 
administrative law judge.' 

This order is effective today. 
Dated. '·N>R'27 1988, , at San Francisco,. california. 
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