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Decision S8 05 030 MAY 11 1988  MAY 12198 C, NEOEIEA

LuQuuuN
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA ‘

Application of Sierra Pacific Power )
Company for approval of long-term
agreement for the purchase and sale Application 8§7-11-011
of electricity between Sierra (Filed November 12, 1987)
Pacific Power Company and Sierra
Pacitic Industries.

(U 903 E)

QPINION

SUEmary

This ex parte order. rinds that the 30-yeax agreement :
(agreement) between Sierra Pacific Power Company (Sierra) and
Sierra racific Industries (SPI) is reasonable and adequately . _
protects the interests of Sierra’s California ratepayers. Sierra .
is authorized to recover. payments to SPI pursuant to the agreement
through the Energy Cost Adjustmenr 61ause (ECAC) proceedings.
Filing

This is an application_by‘Sierra concerning the
agreenent between Sierra and SPI for purchase and sale of
electricity. There is no relationship between Sierra and SPI
despite the similarity of names. Sierra seeks Commission:

determination that the agreement: is reasonable and prudent, ;hat it“
adequately protects the interests of Sierra’s California |

ratepayers, and that Sierra may recover all payments to SPX throughrg“{f{ﬁ

ECAC.
Agxeenent

The agreement between Sierra and SPI covers 30 years of

operation of the proposed SPI project (project), which is to-be
certified as a qualifying facility (QF) under the Public Utilit;.es -
Regulatory Policy Act (PURPA) by the Federal Energy Regulatory DRI
Commission (FERC). The agreement,is’subjecr'toGCommiseionﬁapprovalgfwf\”4
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and will terminate if such approval is not obtained. The
nilestones specified in the agreement cannot be met due to late
filing of the application, but the parties agree that the delay was
the result of circumstances beyond the control of either party.
Apparently the agreement will be revised with new milestones if the
Commission approves it. The parties desire that this Order be
effective immediately in order to allow construction by SPI to
commence as soon as possible. ,
. ‘The project is a 23 megawatt (MW) thermal generation
plant fueled by waste wood, to be located in Sierra’s service
territory near Loyalton, California. Although capable of
delivering 20 MW to Sierra’s system this agreement is limited to =
10 MW due to limitations of Sierra’s transmission system. Sierra
is recquesting Commission,approval of only the initial 10 MW 1_
purchase, and will seek future approval of an amended agreement 1!
Sierra’s transmission systen is expanded and the parties.agree to
increased purchases beyond the 10 MW level of this agreement.
Pricing is based on the schedule in Table 1 following:

TABLE 1 |
Demand Charge = EnérgY‘Charge
—S KW, MWh__

3.44 . 26.18
5.79 - | 27.99
8.05. o 29.95
10.73" B 31.26
13.22 S 32.94

1992 rate adjusted 1992 rate adjusted by
by Handy-Whitman Producer Price index .
index for steam - for coal subcategory.
production plant o L

Same as 2007 = 90% of weighted marginal ' -
. | energy cost for Sierra.
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The agreement is alleged by Siexrra to benefit Sierra’s
ratepayers by virtue of rates substantially lower than the Public
Service Commission of Nevada (PSCN) approved long-term rates based
on avoided costs. In addition, the agreement is alleged to offer
specific benefits to Sierra’s ratepayers through two provisions.

-~ Sierra has the right to economically
dispatch the project up to a maximum of 400
hours annually.

The project will ‘have the capab;llty to
provide electrical service to the
Portola/Loyalton area in the event. of
outages on Sierra’s system that arfect the
ability to sexve that 1oad.

Backaxound ,

In conszder;ng long-termwand non-standard QF. contracte
the Commlsslon has determined that the prlmary crlterlon.to‘be used
in evaluation of such agreemen:s is ratepayer economic .
1nd1tference. ~

DRA.provxded comments. on’ the agreement by memo-to
Administrative Law Judge Stalder dated January 7 1988. RA’s g
comments can be summarized as follows.‘

- DRA. has no. object;on to preapproval of the

agreement.,", R

Siexra has no long-term avo;ded cost prxces
on flle with the Comm;sslon.,‘

Sierra has 1ong—term avo;ded cost pr;ces
approved and on file at the PSCN.V :

Financial . analyses performed in- part at the
request of DRA by a ‘consultant, Henwood
'Energy Services, Inc.~(Henwood), indicate
present worth savings:due to. the agreement
ranging from approximately six million to -
10 million: dollars over the agreement: lafe,
depending on the plant. capacity factor .. . |

- assumed. ' These. savings are based on long- '
term avoided “cost prices approved by the
PSCN." The magnitude of savxngs depends on
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the SPI plant capacity factor (CF), as
shown in Table 2 below.

TABLE 2

SPI_Rlant CE Bresent Worth Savings
(%) (million $) (percent)

60 | 5.8 13.6
72 | 6.1  15.7
90 9.9 18.2

The SPI project would provxde ancreased
sexvice reliability to California
ratepayers because of its. location at the
end of a long transmission line that has 2
recoxrd of trequent outages.

The SpPl project would provxde operatronal
flexibility to Sierra with 400 off-peak
hours of- curta;lment avallable per year.

the SPX project would reduce transmlsslon
losses on Szerra's system._

Respondzng to~DRA's request for an- mnformal

review of the agreement by the PSCN staff,
the Chairman of the PSCN stated that the o
opinion of staff-is .that based on: theix -
resource planning assumpt;ons, the
agreement will not damage Nevada
ratepayers. . The Chairman does not object
,to speedy approval of the agreement. o

. . ‘
Srerra requests prror approval ‘on a non standard contract
agreement. . Normally the. reasonableness of. such an agreement would‘
be an issue. in the ECAC reasonableness rev;eW‘coverrng ‘the, past
'peraod in which the agreement was in. affect., However, the , l
Commission realizes that some part;es are’ reluctant to. enter into
'long-term agreements.wathout assurance by the COEELSSlon that the"
agreement .is’ acceptable and that the costs*assocaated with it can. g
be routlnely recovered in ECAC. Prmor revzew*may also-help
utilities avo;d adverse commatments that can be drrfzcult and
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expensive to get out of. In the past, we have issued decisions
dealing with agreements of this type if adequate information on
which to make such a determination is available. We will handle
this application in the same manner. |

This case is unique in that the agreement deals with a QF
proposed to be located in California, but Sierra has no long-term
avoided cost prices on. file-with this Commission. Sierra has long-
term avoided cost prices on file at the PSCN, which the- economzc
evaluation by Henwood was based on. ,

First we cons;der the primary concern, ratepayer
indifference. Sierra alleges benefits to its ratepayers conmpared
to PSCN avolded cost rates.. DRA agreed that such benefits are
realistic under the 72% and 90% CF assumptlons used for the Fenwood
study, but'also requested that an.addltlonal economlc evaluataon be
made using 60% CF. The results in Table 1 above demonctrate that "
undexr all three assumpt:.onsT ratepayer beneflts Wlll occur., We are f
satisfied that DRA.has adequately evaluated the'agreenent. The '
proyect 1s reasonably expected to operate. ln.the 60+%CF range and
would have to operate below that level before any economlc .
dlsadvantage to ratepayers would occur._ We conclude that Szerra
ratepayers will not bevdlsadvantaged by the agreement under ‘
reasonably expected operatxng assumptlons, whach sata fies our
concern regardlng ratepayer lndlrference.‘ -

Sierra dld not lndlcate that there is a need to encourage {g_.;

or gain lnformatlon on the’ technology to’ be used by SPI. We agree\}&
and will not further cons;der this. issue. A
As DRA points out, 1ntang1ble benef;ts of the agreement ‘
to/81erra ratepayers are the limited ablllty or S;erra to-dlspatch
the SPI plant, the rellablllty 1mprovement to- the-Portola/Loyalton
area, and the reduced transm;ss;on losses on Slerra's system due to
the location of the. project. We' belleve~that the rellablllty
1mprovement zs partlcularly“slgnltlcant since the pro;ect provmdes
another source of electr;clty'to an.area mn whlch customers at the
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end of a long transmission line are subject to frequent outages.
The SPI project will not always be capable of serving the load in
- that area but will give substantial assistance. Additionally, the
reduced transmission losses directly benefit ratepayers through

reduced rates.

Although under reasonably expected operations, the SPI
plant will benefit Sierra’s. ratepayers, we must also consider
ratepayerx exposure under unexpected condztlons. The agreement has
provisions dealing with conditions such as, unrel;able plant

operations, lack of fuel, and force majeure.’

the smgnzflcant provxsmons-

Follow;ng are some of

- The agreement can be termlnated 1: the
: project milestones are not met, or if the
project does not deliver capacxty and ‘
energy to Sierra for a continuous: 180 day

peried, and SPI is not exercxsxng best

ezforts to resume operat;on..

- If SPI does not del;ver any- capaczty or.

' energy, for reasons other than force . ‘
majeure, for more than 90 consecutive days,
SPI is liable - for the added costs .of ‘
replacement capacxty and energy beyond the
‘prices that Sierra would have paid under
the agreement, for a perlod not to exceed

three years.

- SPI is responsmble for 1nterconnectlon
equipment and. for connect;on to Sxerra s

system.

- 1 mt is necessary'for Smerra to install
. any facilities or equipment or to reinforce-
its system to accommodate SPI’s deliveries,:
SPI will re;mburse Slerra ror those costs.

- SPI must provzde ev1dence of self- ‘

© certification of the- project as a
cogenerat;on or small powexr productzon
£ac111ty by the FERC under PURRA-

- SPI must‘orter proof of. an/adequate wood: -
. resource -supply to support the pro:ect for
the tern of the agreement. ‘
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Since the project milestones cannot be met, we will
regquire Sierra to submit the revised milestones te the Commission
Advisory and Compliance Division (CACD) for review. The revised
milestones should be in substantially the same form as in the
application.

The agreement appears.to have adequate incentives to
insure that SPI diligently carrxies out its obligations, and
adequate protection for Sierra’s ratepayers in the event it does
not. We conclude that the agreement satisfies the concerns’ of.
ratepayer indlfference, offers probable benefits to Sierra’s
ratepayers, and adequately protects them from undue risk. However,
we expect Sierra to exercise any provisions of the agreement,.
including force majuere, £or the benefit of. Sierra‘s. ratepaye*s if
changing conditions warrant.: o - L :

We will allow. Sierra to normally recover'costs associlated
with the agreement under ECAC. - ST R
Findings of Fact e PR I

-1l. Sierra and SPI entered into an agreement tor purcnase and
sale of electricity. e ‘ e

2. Sierra seeks Commission determimation that the agreement
is reasonable and prudent, and.that it adequately protects the
interests of Sierra’s California ratepayers. ' o \

3. - Sierra requests.authorlty tonrecover payments to SPI:
through ECAC proceedings. - I T o ‘

4. The agreenment covers 30 yearsroz operat;on of the
proposed SPIL project. ‘ : S v

5. The agreement requires Commission approval.

6. The project milestones inithe agreement cannot be met and:
must be revised.

7. The SPI project is a 23 MW.thermal. generatxon plant
fueled by waste 'wood. .. A .

8. Due to transmission system limitations, Sierxa- w1ll
purchase a maximum of 10 MW "from: the. project under this agreement. .
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Since the project milestones cannot be met, we will
require Sierra to subnit the revised milestones to the Commission
Advisory and Compliance Division (CACD) for review. The revised
milestones should be in substantially the same form as in the
application.

The agreement appears to have adequate lncent;ves to -
insure that SPI diligently carries out its obligations, and
adequate protection for Sierra’s retepaYers in the event it does
not. We conclude that the-agreemeht satisfies the‘concerns”of
ratepayer 1nd1£ference, offers probable benef;ts to- s;erra'

ratepayers, and adequately protects them from undue risk. However,

we expect Sierra: to- exerc;se any prov;s;ons or the agreement
zncludxng force majuere, -foxr the beneflt of. Slerra S ratepayere ;f
changlng condltrons warrant-_ R - Lo :
We will allew Sierra to normally recover costs assoc;ated 3
with the agreement undexr BCAC.' ‘ ‘ ' ‘
1. Sierra and SPI entered lnto an dgreement for purchase and L
sale of electrzcxty. : o L .
2. Sierra seeks Commission determination that’ the agreement =
is reasonable and prudent, and” that it adequately protects the’
1nterests of Sierra’s Cal;fornxa ratepayers- ‘ : :
3. Sierra requests authorzty to-recover payments to SPI
through ECAC proceed;ngs. ‘ : oo : .
4. The agreement covers 30 years of operatlon of the
: proposed SPI project. : ) ‘ , :
5. The agreement requmres Commlsslon approval.

6. The proaect mllestones in the agreement cannot be met and SR

must be revised.

. 7. The SPI pro;ect 18 a. 23 nw thermal generatmon plant
fueled by waste ‘wood. _ . : - «

8. Due to- transmlssmon system llmltatxons, Sxerra wzll _
purchase a max:mum of 10 MW‘from the project under this agreement-_-f
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9. Sierra has no long-terxrm avoided cost prices on file with
the Commissieon.

PSCN. _

11l. DRA has no objection to preapproval of the agreement.

12. Under the agreement Sierra will have the right to
economically dispatch the project up to 400 hours annually.

13. The project will have the capability to provide
electrical service to the Portola/Loyalton area when needed.

14. The project w;ll reduce transmxssxon losses on Sierra‘’s
system. ‘ ‘

15. The cha;rman of the PSCN. has no objectxon to speedy
approval of the agreement. .

16.- FlnanCLal analyses performed by Henwood lndlcate that
present. worth savmngs to Sierra’s. ratepayers range fron 6 to 20 -
million dollars over the-llfe ot the agreement.

1. The agreement between Smerra and SPI. ls reasonable and
adequately protectS«the interests o£ 81erra's Callrornma :
ratepayers. AV R : ' :

2.  Sierra should submxt the revised project ma.lestonee to-
the CACD for review. :

3. Sierra should: be authorlzed to ‘recover. payments to SPI.
under the agreement through ECAC'proceedlngs. ‘ :

4. Because of the need for SPI to~commence construct;on as
BOON as poesible, the order should be eftective immediately.

Therefore, IT IS ORDERED that' ( :
1. The agreement between Siexra Pacific Power COmpany and.
Sierra Pacific Industries is found: to be prudent and reasonable,

and that Sierra. Pacmf;c Power Company may recover the cost of power ﬂ'Fn37

10. Sierra has long=-term avoided cost prices on file with the

n




purchases made under the agreement through its Energy Cost
Adjustment Clause or appropriate successor mechanism. . '

2. Sierra Pacific Power Company shall file the revised
project milestones with the Commission Advisory and Compliance
Division within 60 days of the effectlve date of this order._

This order is effective: today.
Dated May 11, 1988, at San Francisco, California.

' STANLEY W. HULETT
N Pres;dentv
DONALD VIAL =
FREDERICK R. DUDA
G. MITCHELL WILK
JOHN. B. QOHANIAN.
- Commissioners

'r"vm-smwtsw DcC‘S:O'\l
lwi.EsRMwovm: BY THE. AoOVE
mus ”ODAW o

"'"# (,.

Nt Wum.«a-.. ..,xcmvo Dwac'or
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The agreement is alleged by Sierra to bengfit Sierra’s
ratepayers by virtue of rates substantially lower Ahan the Public
Service Commission of Nevada (PSCN) approved long-term rates based
on avoided costs. In addition, the agreement i alleged to offer
specific benefits to Sierra’s ratepayers throjgh two provisions.

-~ Sierra has the right to econOn-cally
dispatch the project up to a faximum of 400
hours annually..

The Eroject will have the #fapability to

de electrical serviced to the
Portola/loyalton area in/the event of
outages on Sierra’s sysyfem that affect the
ability to serve that Joad.

Backaround :

In considering long-te i and non-standard QF contracts
the Commission has determined At the primary criterion to be used
in evaluation is ratepayer eco -mic indifrerence. Addltionally, :
some cases the evaluation may /b tempered by societal benerits, the |
need to encourage or gain in ormation on new or preferred ' ,ﬂ_ o

technologies, and intangiblé benefits, askdiscussed in
Decision 86-06-060, Findings of Fact 17 and 18 (p. 32):

#17..! while socletal benefits and technological
differences of/qualifying facilities have not
been used as gtandards for developing standard
offer terms and prices, such factors can be

- considered ifi determining the prudency of a
nonstandard ot!er.

#18. Forxr xcertain technologies to materialize,
it may be/ reasonable for ratepayers to incur

- additionyl risks and payments if sufficient
justifigation were presented. # ‘

RATOD - P ENAS O T b, ‘ eV 16

DRA{p--vided'comments on-the agreement by memo to
Adninistrative Law Judge Stalder dated January'7 1988. DRA"
comments can bg¢ summarized as follows:

- DRA has no objection to-preapprovel of the
: agreement.
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Sierra has no long—term avoided cost pyices
on file with the Commission.

Sierra has long-term avoided cost pfices
approved and on file at the PSCN.

Financial analyses performed in/part at the
request of DRA by a consultanty
Energy Services, Inc. (Henwoqd), indicate
present worth savings due tofthe agreement
ranging from approximately Aix million to
10 million dollars over b agreement life,
depending on the plant cafacity factor
assumed. These savings Are based on long-
term avoided cost priced a g:oved by the

. The magnitude o gs depends on
the SPI plant capacity factor (CF)., as
shown in Table 2 beliw.

2

Present Worth Savinas
'(milliop $) (percent)

5.8 13.6
6.1 15.7
9.9 . 18.2

‘The SPI pro ect would: provide increasnd

service refiability to California

ratepayery because of its location at the

end of a /long transmission line that has a
£ rrequent outages.

groject would provide operational

flexikility to Sierra with 400 off-peak
hours/ of curtailment available per year.

The-'PI project would reduce transmission
-logSes on Sierra’s system--

Rrsponding to DRA’s request !or an in:ormal
' zeview of the agreement by the PSCN staff,
he Chairman of the PSCN stated that the
opinion of staff is that based on their
/ resource planning assumptions, the
agreenment will not damage Nevada
ratepayers. The Chairman does not- object
. to speedy approval of the agreement.
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DRiscussion

Sierra requests prior approval on a non standard
contract agreement. Normally the reasonableness ¢f sych an
agreement would be an issue in the ECAC reasonablen#ss review
covering the past period in which the agreement was in affect.
However, the Commission realizes that some partjes are reluctant to
enter into long-term agreements without assuryfice by the Commission

that the agreement is acceptable and that - costs associated with

it can be routinely recovered in ECAC. Prfor review may alsc help
utilities avoid adverse commitments that be difficult and
expensive to get out of. In the past, )e have issued decisions
dealing with agreements of this type . adequate_information:on
which to make such a determination if available. We will handle
this application in the same manney.

This case is unique in $hat the agreement deals with a. QF
proposed to be located in Califofnia, but Sierra has no long-term '

avoided cost prices on tile withA this Commission. Sierra has long**““wj'ﬁﬁ

term avoided cost prices on f e at the PSCN, which the economic f)
evaluation by Henwood was bagled on. : :

' First we consider /the primary concern, rutepayer :
indifference. Sierra alle es.benetitsitohits ratepayers compared
to PSCN avoided cost ratef. DRA agreed that. such’benerits are
realistic under the 72% #nd 90% CF assumptions used for the Henwood

study, but also requestgd that an additional economic evaluation be“t‘,f

made using 60% CF. Thl results in Table 1 above demonstrate that
under all three assumptions, ratepayer benefits will occur. We axe
satisfied that DRA hAs. adequately evaluated the agreement. The 'L
project is reasonably expected to operate in the 6C+3CF range an -
would have to operAte below that level betore any economic _
disadvantage to rAtepayers would occur.: We conclude that Sierraf“'
ratepayers will ot be disadvantaged by'the,agreement under
reasonably expe ed operating assumptions, which satiszxes our
concern regarding ratepayer indi:terence- |
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Sierra did not indicate that the agreement is associaped
with societal benefits. Since the project will be fueled by wood
waste products, there may be societal benefits but we concldde that
this is not a major consideration in this case.

Similarxly, Sierra did not indicate that there/is a need

SPI. We agree and will not further consider this is

As DRA points out, intangible benefits &2 the agreement .
to Sierra ratepayers are the limited ability of /Sierra to dispatch’
the SPI plant, the reliability improvement to fhe Portola/Loyaltohp ,
area, and the reduced transmission losses on/Sierrxa’s system due to
the location of the project. We believe thht the reliability k
improvement is particularly significant s
another source of electricity to an are in which customers at the
end of a long transmission line are sufject to frequent outages.
The SPI project will not always be -5able‘o£rserving the load in
that area but will give substantiai’assistahce. Additionally, the(

reduced transmission losses dire .y benefit ratepayers through
reduced rates. ‘

Although under reason«-ly-expected operations, the SPI
plant will benefit Sierra’s ra epayers, we must also consxder _
ratepayer exposure undexr unexpected conditions. The agreement ha° ;
provisions dealing with condlitions such as unreliable plant o
operations, lack of fuel, and force majeure; Following-are-some‘of~“‘ef

' The agreemént can be terminated if the

project milestones are not met, or if the
project does not deliver capacity and
energy %o Sierra for a continuous 180 day.
period,/ and SPI is not exercising best
efforts to~resume operation. :

If SpPI does not deliver any capacity or

eneyqgy, for reasons other than force

majeure, - for more than 90 consecutive days,
is liable for the added costs of
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prices that Sierra would have paid under
the agreement, for a period not to exceed
three years.

SPI is responsible for interconnection
equipment and for connection to Sierra’s
systenm.

If it is necessary for Sierrxa to install
any facilities or equipment or to reinforce
its systen to accommodate SPI’s deliveries,
SPI 1l reimburse Sierra for those costs.

SPI must provide evidence of self-
certification of the project as a
cogeneration or small power production
facility by the FERC under PURPA.

SPI must offer proof of an adequate wood
resource supply to support the project for:
the term of the agreement.

Since the project milestones cannot be mef, we will:
require Sierra to submit the revised milestones t¢/ the Commission
Advisory and Compliance Division (CACD) for revipw; The revised
' milestones should be in substantially*the same form as in the

application. ,

The agreement appears to have adequate incentives to
insure that SPI diligently carries out its ¢bligations, and:
adequate protection,zor Sierra's -ratepayer: in the event it does
not. We conclude that the agreement sati fies the concerns of
ratepayer indifference, offers probable enefits to Sierra’s .
ratepayers, and adequately‘protects then tromAundue risk. Howevex,
we expect Sierra to exercise any provi ions of the agreement
including force majuere ir changing cénditions warrant, i.e., 1:
unforeseen conditions arise that cauge:. .severe hardship for’ Sierra'sf
ratepayers under the agreement.

We will allow*Sierra to- ormally‘recover costs assocxated
with the agreement under ECAC.




A.87-11-011 ALJ/WRS/jc *

prices that Sierra would have paid under
the agreement, for a period not to exXcee
three years.

SPI is responsible for interconnectiof
equipment and for connec:t:.on to S:.e a’s
system.

If it is necessary fox Sierra t install

any facilities or equipment ox/to.reinforce
its system to accommodate SPYs deliveries,
SPI will reimburse- SLerra fok those costs.

SPI must provide evidence of . sel:!-
certification of the projfect as a :
cogenerat:[on or small pgwer productn.on
fac:.l:.ty by the FERC

SPI must otfer proof of an adequate wood
resource supply to gupport the proj ect for
the term of the a eement- ;

Since the proj ect mi estones cannot be met, we wzll
requ:Lre Siexra to submit ‘the- evised milestones to. the Comm.ss:.on
Adv:.sory and Compl:.ance Divy, :!.on (C:ACD) for rev:.ew- The rev:.sed o
milestones should be :I.n sulys tantially the sa:me rom as- in the
appllcata.on. O A - -
The. agreement 'ppears to have adequate incentives to
insure that SPI dilig CLy carr:[es out. its obl;gat:.ons, and.
adequate protection Lo Sierra’s. ratepayers in the event it does
not. We conclude - th ' the agreement satisf:.es the concerns or ‘
ratepayer :.nd:.::ere ce, oﬁ!ers probable benef:.ts to S:.erz-a’s , "
ratepayers, and & quately protects them :rom undue r:.sk._ However,
we expect S:l:erra o exerc:i.se any: provisions of the agreenent, .
including force, juere, zor the bene::!.t of Sierra's ratepayers :..f.
'changing condifions warrant. = S :

We i:l.l allow Sierra to nomally recover c:osts assoc:.ated
with the agx ement under ECAC. ‘ s
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Eindings of Fact

1. Sierra and SPI entered into an ‘agreement for purcliiase and
sale of electricity.

2. Sierra seeks Commission determination that the/agreement
is reasonable and prudent, and that it adequately prot
interests of Sierra’s California ratepayers.

3. Sierra requests authority to recover paymghts to SPI
through ECAC proceedings.

4. The agreement covers 30 years of operayiocn of the
proposed SPI project.

5. The agreement requires Commission approval..

6. The project'milestonos in the agretment cannot be met and :f_

must be revised.

7. The SPI project is a 23 MA the 1 generation plant
fueled by waste wood. '

8. Due to transmission system itations, Sierra will.

purchase a maximum of 10 MW from the/project under this agreementﬁ;”

9. Sierra has no long~term oided‘coﬁt?p:iceS‘oh filecwith{fo
the Commission. ' '

PSCN. , :
11. DRA has no objectio to.preapproval of the agreement.
12. Under the agreenm Sierxa will‘have the right to
econonically dispatch the project up to 400 hours annually.
- 13. The project wi have the capability to-provide

electrical serxvice to. Portola/Loyalton area when needed.

14. The project will reduca transmission losses on Sierra's
systen. : ~
15. The Chai of the PSCN has no objection to-speedy
approval of the agyeement.

16. Financi analyses-pertormed by Henwood indicate that

0. Siorra;has lonthormf oided oost.price3'on rile with‘thbM';ﬂ:

present worth safings to Sierra’s. ratepayers range fron € to 10 o

million dollar ovex the life of the agreement.
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conclusions of Law
. .The agreement between Sierra and SPI is reasonablg and

adequately protects the interests of Sierra’s California
ratepayers.

2. Sierra should submit the revised project milestones to
the CACD for review. |

3. Sierra should be authorized to recover
under the agreement through ECAC proceedings.

4. Because of the need for SPI to commeyice construction as
soon as possible, the order should be effectife immediately.

Therefore, IT IS ORDERED thay the agreement between
Sierra Pacific Power Company and Sierfa Pacific Industries is tound |
to be prudent and reasonable, and at Sierra Pacific Power COmpany'
may recover the cost or‘power purchases made under the agreement
through its Energy cOst'Adjustmev Clause or appropriate‘successory

Sierra Pacific Powey Company shall file the revised
project milestones with the fommission Advisdry and COmpliance”
Division within 60 days of Ahe eftective date of this order.

This order is e tegtive today.

» At San Francieco, Calizornia.;;

STANLEY W BUCEES

BONALDVIAL
R.DUDA .
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