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• 0 PIXIQR 

• 

I. Sl_OW Of' DecisiQD 

This is the annual Enerqy Cost Adju$tm~nt Clause (ECAC) 
and Electric Revenue Adjustment Mechanism (ERAM) proceeding tor 
Sierra Pacific Power company (SPPC) .. We autho=ize a net revenue 
increase of $2,052,.500 annually, or $.7%, based on an ECAC increase 
of $2,684,700, an Annual Energy Rate (AER) increase of 
$33,600, and an ERAM decrease of $665,.800. 

.. 
sPPc~s fuel and purchased power transactions and related 

operations for the review period July 1, 1987 through June 30, 1988 
are found to be reasonable. The company is directed to s~mit, for 
consideration in future reasonableness reviews, reports on studies 
addressing transmission outages, the out-ot-service Washoe 
hydroelectric plant, and adjustments t~ thermal efficiency 
standards for the larqe oil and gAS plants • 

.. .. 
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xx. kCkground 

SPPC is a Nevada corporation engaged in pUblic utility 
electric operations in California and. Nevad.a. Its principal 
California operations are in the Lake Tahoe area. SPPC is also 
engaged in public utility gas and water operations in Nevada. 

On september 7, 1988 SPPC filed Application CA.) 
88-09-013, requestinq authority to· increase its Energy Cost 
Adjustment Clause Billing Factor (ECACBF) rates to offset an 
under-recovery ot $2,604,000 which. it estimates would. occur it tho 
current ECACBF rates were continued. in effect tor the twelve months 
eommencing January 1, 1989. SPPC also· proposes to· increase its AER 
from $.00609 per kWh to $.00632 per kWh, or $94,000 annually.. '!'he 
combined effect of these ,proposed increases is an overall 7.52% 
revenue increase tor all classes ot service. 

• 

On September 13', 1988 SPPC filed.· A •. 88-09~02S, requesting 
authority to reduce its ·ERAM rate trom the present .rate ot $.00296 ~ 
per kWh to· $.00168 per kWh. ~e estimated annual eft'ect of this 
proposed. reduction is $528,000, or 1.47%. This application was 
consolidated with A.88-09-013. 

~he ~ivision ot' Ratepayer Advo~ates C~RA) conducted an 
investigation Which inclucl.ed an aud.it ot' SPPC's tinancial record.s 
for the reeord period July 1, 1987 through June 30, 1988, a review 
ot' the reasonableness ot operations durinq the record period, and a 
forecast of operations tor calendar year 1989. ~RA accepted most 
aspects of SPPC's filings as reasonable, and SPPC accepted most of 
D~'s recommendations, with the result that very few issues are in 
controversy. The parties agree on audit and ~ issues, and, tor 
th.is proceedin9, ~RA accepts SPPC's proposed rate d.esiqn and 
revenue allocation. Contested forecast issues involve projected 
operation dates and capacity tactors of qual.it'yinq facilities 
(QFs), and required diesel oil inventory levels. Con~sted 

reas'onableness issues involve DRA's reeommend.eCl' disallowances and 
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reporting requirements related to record period transmission' 
outages and power plant performance. 

PUblic hearings were held in San Francisco on Oecember 7, 
8, and 9, 1988. At the conelusion of hearings the Administrative 
taw Judge (ALJ) determined that due to disaqreement on forecast 
issues affecting resource mix and energy cost~~ it would ~e 
necessary for SPPC to make a post-hearing run of a production ~odel 
which simulates system operations to forecast resource mix and 
enerqy costs. The results of the final model run, inco~orating 
the ALJ's recommended determination of the related forecast iscuec, 
were received as late-filed EXhibit 13 on April 17, 1989. 'rhe 
matter stood submitted on that date. Comments on the ALJ's 
proposed decision were filed l:ly SPPC and DRA. Since the changeG 
requested by SPPC can ~e appropriately Accomplished by Advice 
Letter filings, no changes have ~een made in the proposed decision. 

,. 

• IIX. . lOBCAit Issues 

• 

A. ~litomia sales 
In its original forecast report~ SPPC projected total 

California sales of 412.5 qWh. ORA's forecast~ derived from 
econometric models tor residential, A-l, A-2, and A-3 service 
classes, yields a sales e~timate ot 421.7 gWh, which is 2.2% 
greater than the company's estimate. SPFC indicates that while it 
disasrees with the methodology employed by ORA to forecast sales, 
it accept~ as reasonable for ~e purposes of this proceeeinq the 
ene result ot ORA's estimates tor all but the A-3 cateqory ot 
sales. SPPC's revised sales forecast is 418.3 qWh. 

Disagreement on the level of A-3 sales results trom 
oifferent estimates ot when a bio=ass QF (designated Project N by 
the parties), currently under development at a Sierra Pacific 
Industries l'U.lnber mill,. will become operational.. (Sierra Pacitic 
Industries is not related to SPPC). SPPC believes. the QF will 
commence commercial operations on October 1~ 1989. DRA believes 
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the project will be delayed until January 1990, after the forecast 
period. ~he parties do agree that sales to, Sierra Paeific 
Industries will be lost as of the commercial operation date (COO) 
of the facility, and that the sales forecast should be consistent 
with the adopted COO. 

As. c:1iseussec:1 below, we find that the best COO estimate 
for Project N is December 1, 1989. Since this date is later than 
the COO estimated by SPPC and betore that esti~ated by ORA, the 
adopted sales forecast~ 420.S6 gWh, falls between the parties' 
forecasts. 
B. Ew:,chASed PCM~r; OUalitxing Faeili.ti~s 

Xn its resource mix forecast~ SPPC estimates that total 
system power purchased from,QFs will be 392.4 'gWh, or 36.2% more 
than ORA's forecast o:f 288.1 gWh. The difference is attributable 

• • • 4 

to ORA's modeling assumption that the COOs ot :four new QF projects 
wil~ be one to three months later than the dates used by SPPC, and • 
to ORA..'s use of lower capacity factors :for the maj'ority of QFs., 

1. ,mgmercial Qperation Dates 
For the :four projects scbec:1uled to, start operations 

durinq the forecast period, the COOs projected by the parties are 
as tollows: 

PrOject 

l(-Far West II 
L-AMOR IV 
M-Truc~ee-Carson Irrigation Oist. 
N-Sierra Pacific Industries 

12/31/88 
4/01/89 
7/0l/89' 

lO/01/89 

DRA 

2/89 
6/89 

10/89 
1/90 

Based on its experience with hundreds ot contracts in 
california, ORA has tound that QF projects consistently experience 
delays. Xt therefore be.lieves that a tore cast which includes new 
QFs should include the likelihood that there will be such delays. 
ORA also notes that while SPPC has tocused on project start-up 
a.ates, i .. e ... ,. when a project starts generating some power into· the 
system~ the siqnificant dates for forecast purposes are the COOs. 
The contract rates become effective as, ot the' COO: Prior to that 
time" OFa are pai4 the lower as-availaJ:>le price .. 
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ORA believes the tendency tor utilities, including SFPC, 
to ~e overly optimistic reqarding OF project schedules is 
illustrated by a review of forecasted and actual operation dates of 
seven OF projects included in SPPC's 1987 ECAC filing. 'Of those 
seven projects, only one met its projected operation date. Two 
were cancelled, and the remaining four were delayed. DRA concludes , 
that despite S,PPC's qood faith efforts to meet its projected dates, 
it is realistic to factor in some delay. 

SPPC asserts that each of the four projects now under 
development has progressed to, the point that such delays are no 
longer likely. Additionally, SPPC notes that there are economic 
incentives for the OF developers to meet their completion 
schedules. For example, contracts with each.o! the developers of 
these projects contain termination clauses providing construction 
milestones and 'dates for commer~ial operation to ~egin. If 
commercial operations are not established by the contracted date, 
the project will no longer qualify for higher 10nC]-term OF rates. 
SPPC indicates that it intends to assert its rights to terminate 
these contracts if milestone dates and COOs are not met. To 
illustrate this intent, the company notes that it has previously 
terminated one agreement and is currently in litigation with ,four 
other QF projects ~ecause milestone dates were not met. 

We aqree with ORA that for forecastinq purposes it is . ' 

appropriate to use COOs, not initial start-up dates. Since hiC]her 
long-term rates apply once commercial operations are estaDlished,. 
COOs have more impact on revenue requirements than initial start-up 
dates. We also agree that as a general rule,. based on the 
experience with California QFs, it is reasonable to anticipate some 
delay for most projects. On the other hand, for projects which are 
already well under way, some weiqht should ~e accorded to the 
judgment of OF developers and utility officials when that judqment 
reflects specific, updated information about a project's status. 
It does not necessarily follow that :because a project has 
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experienced delays in its early stages, additional delays will 
occur as it approaches completion. It stands to reason that the 
closer a projec~ is to completion, the more precise and relia~le 
estimates of a completion date can be. 

While we are mindful of ORA's experience with waiver of 
termination clauses in CAlifornia, we believe that some weight 
should also ~e given to the economic incenti~es created by contract 
termination dates Which give the utility the right to offer lower 
non-firm rates. While it is true that termination dates do not 
provide assurance that a project deadline will be met~ and it is 
possi~le a utility will tolerate minor delays if a project i= 
included in a utility's resource plan, the dates are not 
unimportant to OF developers. If ~t is ~oth technically feasi~le 
and economically advantageous for a ',developer to complete a project· 
on sch~dule, .A presumption is created in ,favor of an on-time 
forecast. 

We are persuaded that the QF developers and financiers 
have significant economic incentives to· eomplete the projects on or 
before the termination dates. This must ~e balanced by an 
extensive history showing that projeet delays nevertheless can and 
do occur. With this background, we address the COD.of each project , . 

separately, sinee we do not uniformly adopt either SPPC's or ORA's 
forecast dates, but instead reaeh different results depending on 
the circumstanee$ involved. 

a. Project K 

SPPC"s projected. COO of December 31, 1988 and ORA's 
projection of Fe~ruary 1989 are both well in advance of the 
termination date of Mareh 31,1989 .. Project Kwent on line at the 
end of octo~er 1988, and the contract provides that a lower rate 
will ~e paid if eommercial operations begin after OecemDer 31, 
1988 •. 

ORA's ~itnesspersonally inspected the project site and 
a1so- interviewed project representatives by telephone. He 
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determined that completion ot testing was not anticipated until the 
end of January 1989. Since the record shows that extensive testing 
is required before firm commercial operations can ~e estaDlished, 
and testing was not due to be completed until late January, we tind 
DRA's projected date of February 1, 1989 to, be reasonable. 

l:>. Eroject L· 

In the original forecast report, SPPC projected a 
start-up date of April 1989. Based on updated information about 
the project status, it revised the estimated start-up date to· 
January 1989. ORA assumes this project will ~e delayed two months 
trom the the April date originally projected by SPPC. 

SPPC explains the revision by noting that it took a 
conservative approach in its original projection. When it made the 
updated estimate, SPPC found that it had progressed further in the. 
develop~nt_o~ transmission facilities needed for interconnection· 
tho.n it had. oriqinally pro; ected woulcl be the ease ~ Also, the 
developer stood to enjoy a $3 million ener9Ytax credit it it could 
spin units by December 31, 1988. As of mid-Oecember 1988 the 
developer plannecl to, spin eight of the twelve units by December 31 
in order to receive the tax credit. 

-We believe that the developer was faced with a 
significant incentive to initiate some operations by Oecember 31, 
1988, and that it was teasi~le to do so. W~ are also satistied 
with the company's explanation tor the revised. start-up'projection 
ot January 1,. 1989. We note that SPPC's pro:\ected. COD o~ April 1, 
1989 is three months after its projected start-up- date, whereas DRA 
assumecl a two-month interval from start-up to the coo. SPPC has in 
etfect assumed a more conservative "cushionH tor delays after 
initial start-up. We tind that SPPC's projected COO ot April 1,. 

1989 is reasonable_ 
c. Proi ect K 

DRA assumes that the COO tor this project will be three 
months·atter the July start-up date oriqi:.;.:.;.lly projected ~y SPPC .. 
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Based on the execution of a special facilities aqreement between 
SPPC and the developer (the Truokee-carson Irriqation ~istrict) 
after the oriqinal projection was made, SPPC revised the estimated 
start-up date trom July to June~ 1989. It now projects a CO~ ot 
July l~ 1989 for this hydroelectric project. The contract's 
termination elate is July lS,~ 1989" 

SPPC determined trom the developer's project enqineer 
that it intends to· spin the units in May. '.t'he ~istrict has an 
additional incentive to complete the project on schedUle because 
the facility's operations are effectively limited t~ the irriqation 
season .. 

In view ot indioations that the project is proceedinq on 
schedule, and the incentives created by the termination date and 
the potential revenue· loss if the facility is not operated 
comm.roial~y durinq the irriqation season, we accept SPPC's 
projected COD of July 1, 1989 as reasonable • 

4. ptpject Jf 
'I'his project has already experienced. substantial delay .. 

In SPPC's 1987 ECAC proceedin9 the torecasted operation date was 
Oece~er 1, 1988. Based on site inspections and discussions with 
the developer's project enqineer and SPPC's project leader tor 
oonstruction ot the utility'S interconnection facilities,. SPPC's 
witness Delieves that the project will be on-line between Auqust 
and SeptemDer of 1989.. He projects a COO of Oet01:ler 1,. 1989. 

ORA 1:Iases its COO estimate ot January 1990 in part on the 
fact that biomass projects such as Project N require longer 
construetion times and longer testinq periods than, tor example~ 
cogeneration projects. ORA determined trom its discussions with a 
representative ot the developer that commercial operations are not 
anticipated until Nove~er 1989. 

In view of ORk's experience with delays involvinq biomass 
projects, and. the developer's projection of a CO~that is one month 
later than SPPC"$~ we tind that the- company's COD'estilnate to· 1:Ie 
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, . 
somewhat optimistic. Assuming that initial operations do, begin in 
Septe~er, it is reasonable to anticipate a longer delay (beyond 
October 1) for testing before commercial operations begin. At the 

same timer however" there are indications that the project is now 
progressing to completion, and that the previous delays may no 
longer be factors in the current projections. staff's witness 
acknowledged that in evaluating the earlier delays, he was not 
aware of their being caused by regulatory delays for contract 
approval. We find it is feasible for the project to' commence 
commercial operations by the contract's termination date of 
December 1, 1989, and therefore adopt that date for forecast 
purposes. 

2. ,caacc;i.ty Factors 
" ORAls 'estilnated capacity factors for fourteen OF projects 

are lower than the utility's estimates in ten cases,. the same i~ 
three cases, ,and higher in one' case~ Because most ot its capacity 
factors are'lower:, ORA-'s forecast of purchased power trom QFs is 
43,754 MWb less than SPPC's. 

Ten of the QFs are geothermal projects. SPPC initially 
used a 90% capacity factor for the majority of these r based on data 
for only two such QFs re~orded over short periods of three to six 
months. In response to ORA concerns over the reliability of this 
limited amount of data r the company revised its capacity factor 
estimates tor one hydroelectric and nine geothermal projects. SPPC 
indicates that the revised estimates are Qased on information 
derived trom project developers, an4 upon actual operating data tor 
the QFs which are on-line. 

Where data trom actual operations was available, ORA 
relied on recorded capacity factors for its projections. For 
projects without recorded data, ORA generally used an 80% capacity 
factor as representative of projects with recorded data. When a 
new project was, the same design as an existinq project,. ORA appli~d 
the capacity factor tor the existing project. ORA asserts that 
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combustion tur~ine on line. A unit which contributes to spinninq 
reserve must be available to deliver load immediately. ~RA 

believes that ~ecause of their high heat rates and low 
efficiencies, it is veryunli~ely that these units would ~e on-line 
and able to- contribute to spinninq reserve. We are persuaded by 
~RA's analysis, and have included this convention in the adopted 
model run. 

SPPC ~odeled conventional oil and gas units as burning 
gas exclusively due to· forecast gas prices being below forecast oil 
prices. However, to· reflect gas curtailment in December of the 
forecast period,. the company i~plicitly modeled residual oil burns 
in that month by replacinq the price of gas with the price of oil. 
ORA explicitly modeled the units to burn residual oil during 
~ecembQr by input1ng both gas and oil data sets and allowing the • 
m0481 to c1i~patch only gas burns for December and only 011 burns . 
from·Jan~ throuqh November. ~i5 allowed the model to~reflect 
the lower heat rates. tor 011,. Which in tu:rn results in a more 
accurate commit2l1ent and. dispatch ot these uniu in. the correct 
eeonomic sequence, and eorrect calculation of burns and fuel 
cons'WUption. 

'SPPC aecepts ORA's mod.elinq convention that these units 
be explicitly modeled to burn oil in December, but disaqrees with 
ORA's estimate that the efficiency gain for oil ~urns is 5.6%. ~he 

company used a 4.0% gain based on its own experience with its 
facilities. ORA's estimate was taken from intormation provided by 
PG&:E, and ORA's witness eoncedes that 5 .. 6% may not be the correct 
n~er for SPPC. ORA subsequently accepted SPPC':; 4.0% esti:m.at~, 

which we will adopt as more representative of the company's 
operations than the PG&E-based estimate. 
E. piesel oil Inyento~ 

The parties have a minor differenee regarding fuel oil 
inventory carrying cost whieh stems from disagreement on the 
required diesel oil inventory. SPPC burns diesel oil in its 
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combustion turbines and diesel generators tor emerqency purposes~ 
and tor testinq the turbines~ It also uses diesel tor start-up 
purposes at the North valmy Power Plant (Valmy). Because diesel 
oil is an expensive re50urce~ its use by SPPC is relatively minor. 

SPPcrs inventory torecast ot 6 r 079 barrels is ~ased on 
winter stocking o~ diesel tuel tor system reliability purposes~ 
The utility states that this estimate reflects a policy ot toppinq 
of! diesel tanks in remote areas at the beqinning of each winter 
snow season. 

ORA. recommends an inventory of 4,477 barrels ~ Slightly 
more than half ot this amount, or 2,257 ~arrels, is for the Valmy 
plant. ORA's inventory recommendation tor co~ustion turbine units 
is based on a method which takes into consideration actual diesel 
usage from· July, 1986 to June~ 1988, and Which provides a marqin ot 
satety tor ~erqencies by adding the -average worst caseH monthly· 
usaqe over the last two years plus the HAbsolute worst caseN usage. 
ORA states that this effectively provides for double consideration 
of emerqency needs. For the Portola and Kinqs Beach qenerators, 
which sometimes become relatively inaccessible in winter monthS, 
ORA incorporated SPPC's specifications tor the ~inimum number ot 
barrels. 'For the Valmy plant~ ORA assumed that diesel oil is an 
emergency tuel only to· restart the plant ~tter a torced outaqe. 
For scheduled outaqes such as ~oiler inspections, SPPC should De 
able to purchase diesel oil as needed beforehand. To provide tor 
emerqency requirements at the Valmy plant, ORA used a methodology 
similar to the one it used tor combustion turbines. 

Because ot the double consideration ot emerqency usago 
requirements, we find that ORA'$ recommended diesel inventory level 
should s~rve to· maintain system reliability. Since ORA's 
recommended inventory level is an annual averaqe~ SPPC is not 
precluded from seasonal stoekinq of additional inventory in less 
accessible locations~ . 
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"IV. Reasonableness Issues 

DRA aecepted most aspects of SPPC's reasonableness of 
operations report for the record period July 1,1987 to· June 30, 
1988. 'rhe only areas in which DRA. made recommendations are 
purchased power, hydroelectric qeneration, and power plant 
performance. SPPC contests two of ORA'z recommended disallowances: 

CZllUorxU.a 
syste:a .7urisdietional 

Purchased Power: Emerqency Purehase 
From PG&E Due to Transmission Outage $ 47,150 $ 5,172 

Power Plant Performance~ Valmy .. 
Heat Rates 647,770 501226 

ORA also recommends thAt SPPC be required to· submit reports 
addressin~ ~ertain areas of concern, as discussed ~elow. 
A. l);;'MAi •• iOD OQtage& 

1. pgrpbo894Poverpi lA11QKIDCO 

'" 

In response to· a ORA data request~ SFPC i4ent1:1ed 
wsiqnificant transmission outaqesW which occurred durinq the recor~ 
period~ SPPC defined these outaqes as system disturbances that are 
required td be reported to the Western System Coordinating Council, 
the Department of Enerqy, the Calitornia PUblie Utilities 
Commission, or the PuJ:)lic Service Commission of Nevada,. or that 
interrupt service to a larqe number of customers~ 

ORA believes that a.particularly serious .ou~ge on the 
morning of March 9, 1988, toqether with five other significant 
outages (including one later in the day on March 9), demonstrates a 
pattern of inadequate operator traininq, poor preparation for 
transmission trips, poor or faulty equipment,. and poor timing- of 
maintenance procedures. ORA asserts that while there does not seem 
to be a situation of extreme neglect or carelessness,. SPFC should 
woritto improve ;ts performance in pr.eventing outaqes ... 
Acknowled9in9 that the loss ot load and loss of customer confidence 
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due to the outaqes may be penalty enough, ORA also recommends 
disallowance ot certain related expe~ses in the hope that this will 
provide additional incentives tor SPPC to ilnplement corrective 
actions. The amount ot the recommended disallowance~ $$,172, 
represents the calitornia jurisdictional share ot a $47,150 
emerqency power purchase trom,PG&E during the morning outage ot 
March 9, 19S8p ORA recommends the disallowance as a penalty to 
siqnal the Commission's concern with the operational problems which 
led to the outages. 

In arriving at its determination that the company has not 
adequately trained system operators, ORA appears to have placed 
considerable reliance on its tinding that operator error Caused or 
aggravated two ot the six significant outaqes. During the March 9 
morninq outaqe (which was triqgered by an error on the Idaho Power_ 
Company sy~~em), an SPPC operator at the Valmy plant chose to use 
An automatic operating mode while restoring load. Valmy Unit·2 
then tripp.d~ c1elaying system restoration.. Althouqh there were 
certain advantaqes, in remaininq in the automatic mode, the normal 
procedure tor returning load is to' convert to-a manual mode. The 
other incident relied on by ORA occurred on Sept~er 20, 1987, 
atteetinq'the tonopah area. According to SPPC's enerqy control 
manager, this outage resulted when a system operator openec1 a wron.g 
switch as a result of a data entry error. 

ORA's determination that there was poor timing of 
maintenance procec1ures is also oased on the March 9mornin~ outaqe. 
At the time ot the outage, a microwave communications link was out 
of service tor scheduled maintenance. Until the link was restored 
at 10:17 a.ln., system. operators were forced to rely on intorl!14tion , 
relayed trom power plants tor ind.ications ot system status along 
the Utah tieline. ORA maintains that the microwave maintenance 
should. not have been scheduled d.urinq the morninq peak. SPPC 
asserts there was no reason to l:1elieve there would l:1e any prol:>lems 
on that date. There were no, seasonal load'or weath3r conditions 
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indicatinq the work should not procee4~ Although it ac~owledges 
that such work should not De schedule4 during summer or winter peak 
loads, SPPC notes that performing some procedures at night may cost 
extra Decause overtime must De paid~ an4 may involve safety 
considerations. In scbeduling maintenance procedures, the u~ility 
believes that it must consider safety and economics as well as 
system reliability. 

We have reviewed ORA's showing on these transmission 
outaqos 45 well as SPPC's response~ We hesitate to conelude that 
operator actions in the March 9 and September 20 ineidents 
demonstrate a pervasive pattern of error which will only be 
corrected with our intervention in the form of a disallowance 
penalty. Nor do· we eonclude that the company acted unreasonaDly in 
scbedulinq the microwave communication system· maintenance on .. 
March 9. ~le the eonc1i tions. anc1 the ~erLts lead.ing to the 
outages perhaps warrant some concern, they do· not warrant the 
recommenc1ed. c1isa:llowance.. ':!!he record shows that SPPC also 
considers these outages to ~e matters of significant concern. We 
believe the utility racoqnizes an ongoing need to- improve system 
reliability, and that it has taken reasonable- steps to' achieve such' 
improvements in areas such as training and investigation of the 
outaqes .. 

2'.. Pollmr:VR Reporting 
In addition to the purchased power disallowance for these 

outaqes, ORA recommenas that SPPC De required to report on the 
following for the next ECAC proceeding: 

1. corrective steps taken to increase and 
improve plant operator and system dispatch 
operator training to minimize similar 
failures. 

corrective steps taken to record system 
malfunctions (e.q ... , repairs to· strip 
recorders,. coordinating oscillograplitiming 
to a known standard,. and installinqa high 
resolution digital frequency recorder) •. 
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3. corrective actions t~en to properly set 
switches and circuit ~reakers. 

4. the results of studies to determine whether 
1t is reasonable to· provide detection ot 
zero· voltaqe 3 phase faults on the critical 
transmission paths. 

S·. The results ot studies to· determine the 
costs and ~enefits of providinq ~ackup 
communication systems alonq critical paths. 

ORA indicates that its recommended report1nq merely reiterates. the 
steps SPPC already intends to take~ While addinq the requirement 
that the Commission be informed. 

SPPC notes that it has alread.y furnished detailed "syste'm 
Oistur~ance Reports* for the record in this proceed.inq in re~ponse 
to· ORA.~s data request. The utility objects to further reportinq .' 
which merely reiterates the intormation already furnished~ ~ut 
aqrees to provide a status report in connection with the next ECAC 
filinq .. 

We will direct SPPC to include with its next ECAC filinq 
an updated status report which describes any follow-up studies it 
has mad.e or, actions it has taken. at the time of the filinq. 'I'he 
report should address not only those studies and actions. 
specifically related.to the six outa9'es~ but also· those which are 
related to the five areaa· ot concern enumerated by ORA and listed. 
tll:Iove .. 
a. Hydroelectric Generation-Washoe 

'1:" '1' . dCl, 13iles 

SPPC operates eleven hydroelectric generating units at 
six plants. In recent years these plants have provided from 1.5% 
to 2.0% of the total system enerqy re~irements. With the 
exception of the Washoe Plant~ ORA found SPPC'S operation of the 
hydroelectric plants to ~e reasonable for the review period. ORA 
is- concerned that the company~s Washoe facility bas been out ot 
operation since October '1984. Since that time, the utility has· 
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been evaluating the economic feas~ility of rehabilitating the 
Washoe Plant ... 

ORA is particularly concernea with the aalay of 
resolution ot this issue... In prior ECAC proceedinqs it has raised 
the concern, 'Which 'We have inClicatecl we share, tlla'l: SPPC miqht try 
to' abandon the Washoe plant without ade~ate justification 
(Decision (0.) 87-06-009). Accordinq to ORA's estimates, the 
utility loses an averaqe ot 10,200 MWh per year while the plant is 
out of . service ,. ana. the annual replacement cost of that lost power 
(at the 1988/89 forecasted cost of fossil fuel) is $228,600.. It 

the plant is not returned to· service,. ORA indicates that it • .... ill 
recommend disallowance of the then-current replacement cost ot the 
lost power in a tuture, reasonableness review, unless the company 
makes a showinq to· the Commission that it is reasonable either to •• 
abandon the,plant or to· delay its rehabilitation. 

By 0.88-04-016 in SPPC's most recent ECAC proceeding, we 
approved a stipulation between SPPC.and ORA wbich required the 

company to· tile quarterly reports on the status of reconstruction 
ot the tacili ties.. At the time of the hearings,. SPl?C had just 
recently submittea the first such report. ORA now reques'l:s that 
SPPC be o~dered to' submit a more comprehensive and more current 
report by June 30, 1989 on the economic, tinancial, and physical 
teasibility of rebuilding the Washoe facilities. ~e requested 
report would include a comparison of the costs ot rehabilitation 
wi tb the '-costs ot -replacement power f enabling ORA. to· independently 
judqe the reasonableness of rebuildinq the tacility. DRA indicates 
the report should be similar to' a June 1985 SPFC report entitled 
"Truckee River Hydroelectric Facility Evaluation and 
Recommendations,," and that it could be filed as one ot the requirea 
quarterly reports. SPPC agrees to provide such a reportr bu'l: 
indicates that it may not be able to, meet the June 30 deadline_ 

We share ORA's concern witn delays in the resolution of 
this issue. It has ~een nearly five years· since the Washoe plant 
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was ta~en out ot service~ and nearly two years since we addressed 
the issue in 0 .. 87-06-009. In response to the company's assertion 
that it might not ~e able to· meet the June 30 reporting date, we 
will extend the date to July 31~ 1989'. This should· allow ORA 
ade~te time for review and evaluation in preparation tor SPPC's 
1909 ECAC proceeding.1 We place SPPC on notice that we expect it 
to meet the July 31 deadline,. and that failure to do· so· could 
possibly result in a tuture disallowance as recommended ~y ORA. Xt 
there are circumstances which prevent SPPC tromzaking a conclusive 
teasibility determination by that date, those circumstances should 
be described in the report. 
c. Poyer Plant Pertol"lMnc:ce 

1. Beat Rate AdjUS'blents tor 
rftn;:ge Oil , SiAs l7nU:s 

, ' 

In SPPC~s last ECAC proceeding we adopted a thermal 
, . 

pertormance standard to' be used in determining the reasonableness 

.. 

ot operations of SPPC's large oil and gas units (0.88-04-016). We 
determined that it actual record period heat rates tall within 3% 
ot the standard,. a rebutta~le presumption ot reasonableness of 
operation of these plants is created. 

'The adopted performance standard methodoloqy included 
procedures for adjusting the standard to account tor circulatin9 
water temperature,. tuel type,. oil tank tarm and building heatinq 
requirements~ and tur~ine valve loop, effects. ORA recommends that 
an ad.ditional beat rate.adjustlnent. be made to, account tor the qain 
in efficiency expected whenever the circulatinq water temperature 
in the eond-enser .cools to a certain point under the desiqn value. 

1 By 0.89"'01-040 dated January 27, 1989, we adopted revised time 
schedul~s tor processinq qeneralrate eases and energy o=fset 
proeee.d.inqs_ The schedule est~lisbed tor SPPC's reasonablene~': 
review proceedinqs provides that the ORA report will be mailed in 
November • 
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To accomplish. this, ORA specifically recommends that SPPC be 
ordered to make a.study to determine the effects of cold 
temperatures on the condensers, the overall gain in plant 
efficiency, and an appropriate adjustment to the heat rate 
standard. ORA requests that the study be submitted within 90 days 
of the effective date of this decision, and that SPPC be directed 
to make the appropriate adjustment in its next reasonableness 
report .. 

SPPC agrees to· make such a study. We adopt ORA's 
recommendation, except that instead ot requiring the report to be 
suDmitted within 90 days att~r. this decision, we will require that 
it be made a part ot the next reasonableness filing. 

2. North ValJIly Power Plant 
Dia11qwance . . 

SPPC uses the coal-fired North Valmy Power Plant as a 
base load resource. Durinq the record period, this facility 
produced 74% of SPPC's internal generation. ~e recorded average 
heat rates tor Units 1 and 2 'Were 10,299 :atu/l<Wh and 10,522 
Btu/kWh, respectively.. By comparison, the design values 'Were 9,791 
Btu/kWh and 9,95·1 Btu/kWh, respectively. Accorciing to SPPC, 
"(tjhis indicates that ~oth units operated well during the record 
period." 

ORA evaluated the thermal performance of the Valmy plant 
by comparing these deviations from design heat rates with 
historical average deviations.. For On~t 1, the record period 
deviation was S.19%, while the deviations in the three prior record 
periods were 3.02%, 3.47% and 2.33%, or an average ot 2 .. 94%. For 
Unit 2, the record period deviation was 5.74%, while the deviation~ 
of the two prior record periods were 6.70% and 1.25%, or an average 
of 3.98%. (Since Unit 2 is relatively new, only two prior record 
periods were used for the comparison.) 

ORA is esr~cially concerned with the thermal efficiency 
of the Valmy plant because oti~s importance as a ~ase load 
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resource. It asserts that there was nan unacceptable increase" in 
the· heat rates of both units in the record period. Accordin~ to 
ORA: 

"Had the units performed closer to historical 
average deviations, the total system savings to· 
ratepayers would have been $647,770. The 
estimated savinqs for the california ratepayers 
wou.ld have totaled $56.,226. Therefore,. ORA 
finds that the thermal performance of the North 
Valmy units was not reasonable for the record 
period and requests that SPPC~ ~e disallowed 
S56,,226. N 

Although the parties have reached sUbstantial agreement 
on a thermal performance standard tor the large oil and gas plant= 
over the last several ECAC proceedings, they have not reached a 
similar agreement for the ooal plant. SPPC believes that the 
record period deviations ot 5.19% and 5.74% indiCAte reasonable 
operati~ns" . and a company engineer who is responsible tor 
effieiency monitoring and performance testinq is ot the opinion 
that deviations ot as much as 7% to· 8% are reasonable_ For 
internal purposes,. SPPC uses a quideline providing.for deviations 
ot up to 700 to 800 Btu/kWh. ORA. on the other hand believes that a: 
standard which is based on the historical performance of each unit 
is appropriate.. This standard cur.rently allows a 2 .. 94% deviation 
from the desiqn heat rate for Unit l~ and a 3.98% deviation for 
Unit 2. 

We tind the increases in the record period beat rates to 
oe somewhat troubling,. but there is nothing in this record (other 
than the historioal performanoe record) demonstratinq that the coal 
plant heat rate deviations in the 5% to 6% range were unreasonaole. 
The performance record used by ORA retleots just three data points 
tor Unit 1 and two d.ata poin'ts for Unit 2, and alone is not 
sufficient to· justify such a conclusion.. In the ease ot Unit 2',. 
one ot the two· historical record. year deviations was· 6.7% tor 
1985-86·, or appro~imately 1% qreater than tbJl"" value which ORA 
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considers unreasonable for this proceedinq. We did not find that 
amount ot deviation to be unreasonable in the reasonableness review 
for that year. We note that the ORA approach will presumably allow 
a greater deviation in the next reasonableness review ~eause the 
historical average will then reflect this year's much hi9her 
values. 

The higher heat rate in the 1987-88 period appears to be 
expl'ained at least in part by the burning of coal with a lower heat 
content,. unavoidable' equipment failures,. and high load factors .. 
SPPC estimates that the burning ot Black Butte coal during the 
record period resulted in a 2% to 3% deterioration in the heat 
rates. Also, performance testinq to identify causes of reduced 
efficiency better was delayed by SPPC because it could have 
adversely affected plant operations. .. 

While we find fault with the historically based .. 
pertormance standard used by ORA, we are not yet prepared to accept 
SPPC's contention that actual beat rates within 8% ot design values 
are reasonable (nor are we prepared to· say that for the future 
deviations in the 5% to 6% range will necessarily be found 
reasonable). We have previously adopted a pe~or.mance standard, , 
which is Subject to various adjustments and periodic refinement, 
tor evaluating the reasonableness ot gas and oil plant operations. 
Because the valmy coal plant repr~sents a significant component ot 
SPPc"s system, a valid thermal performance standard for that 
tacility i$ at least as important as it is for oil and gas plants. 
As they have already done in developinq a workable oil and qas 
plant standard, the parties should pursue a cooperative effort to 
develop a comparable standard tor the Valmy plant. 

v. Audit Report 

ORA's Enerqy Auditinq Branch condueteA a review to 
determine the reasonableness of recorded data underlying the ECAC 
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and ERAM balancin~ accounts as well as relatod data contained in 
SPPc~s applications. The parties generally concur on the issues 
addressed in ORA's audit report (as revised during the hearings), 
including all issues relating to the ERAK application 
(A.SS-09-028). The tollowinq recommendations were proposed ~y ORA 
and agreed to by SPPC: 

1. That removal ot $1,171 plus related 
interest trom' the ECAC ~alancinq account ~e 
retleeted in the ECACBF rates. For this 
proceeding and in the future,. tuel oil 
inventory carryinq costs will be recovered 
only throuqh the ECAC rates rather than 
both th~ ECAC and AER rates on a 78%/2'2% 
basis. 

2. 

3. 

.. 

That a similar removal ot $325 plus related 
interest ~e retlected in the ECACBF rates •. 
This adjustment retlects the use ot the 
lower ot adopted or average tuel oil 
inventory prioe,. instead ot just the 
average,. to compute inventory carrying 
costs • 

That SPPC' be directed to· tile a revised 
preliminary statement to retlect the fixed 
tuel oil inventory carryinq cost 
methodology set torth by DRA in this 
proceeding ... 

4. 1'hat $874 be disallowed trom. the ECAC 
balancinq account due to an expected retund 
trom· SPPC~s tuel oil suppliers~ 

5. That the current Valmy plant surchar9'e ~e 
discontinued upon amortization ot the 
related balanCing account. 

6. That the ~ rate decrease proposed by 
SPPC be increased by $·7,724 to $535,724. 
This revision reflects an adjustment to 
base rates which incorporate authorized 
base revenue chanqes and ORA's eurrent 
sales torecast data. 

'the rate chanqesr :'.uthorized in this. d.ecis.ion incol..I!"~ate , 
Reconanendations 1,. 2 I 4,. and 6·" with an adjustment to- the ERAM 
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, 
decrease to reflect the sales level adopted in this deeision. We 
will direct SPPC to file the revised preliminary statement reterred 
to in Recommendation 3. By Recommendation Sf t)RA simply intends to 
place the company on notice that the Valmy surcharge should be 
discontinued when appropriate.. SPPC agrees to, do· so. 'l'be 
recommendation requires no action in this proceeding. 

~ 

Summaries of the adopted ECAC, AER, and :E:RAK rate 
calculations are included in Appendix A.. SPPC notes in the 
application that mid-month rate changes are confusing and 
aeministratively inconvenient. We will therefore provide that the 
adopteCt rate changes. may :be implemented. on the first ot the month. . 
Since SPPC originally requested that the implementation date be set 
for April l, we will make 'the order effective o~ the date it'is 
signed. 

The issues of revenue allocation and rate design w~re 
uncontested.. We will adopt the System Average Percentage Change 
methodology used in Sierra Pacific's' last general rate ease for 
revenue.allocation to customer class and rate design fo~ each 
tariff schedule. In accordance with 0 .. 88-10-062 which realigned 
residential rates to comply with sa 987, we will l'Ilaintain 
residential baseline rates at 87% of system average rate. 
Finding:t. of Fag 

1. Sales to Sierra Pacific Industries will be lost as of the 
commercial operation aate (COO) of a biomass QF (Project N) und~r. 

development at that company's lumber mill~ 
2. Based on a December l~ 19S9 COD for Project N, the , 

adopted sales. forecast is 420.56 qWb .. 

3.' Of the seven QF projects included in SPPC's 1987 ECAC 
filinq, only one met its projected operation date. Two were 
cancelled, and the remaininq tour were delayed • 
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ll. Projeet N has already experienced sUbstantial delay, and 
commercial operations are not anticipated ~y the developer until 
NovemDer 1989. 

12. SPPC's COO estimate tor Projeet N is somewhat too 
optimistic, but because ot indications that the project is now 
progressing to completion, and that the previous 4elay$ may no 
lonqer be factors in the current projections, it appears t~ be 
teasible for the project to commence commercial operations by the 
contraet's termination date of December 1, 1989. 

13. ORA's estimated capacity tactors for tourteen OF projects 
are based on recorded data. 

14. '!'he aqreed-on tuel oil prices are $16 .. OS· per ~arrel tor 
residual oil and $26.90 per barrel fO.r diesel oil. 

15-. SPPC agrees to· a forecasted price ot $17.69 per MWh tor •• 
Northwest ~conomy power. 

16. 'l'b.e parties agoree on ~e use ot the PROMOD prOduction 
simulation ~oclel • 

17~ Combustion turbines at Tracy and Winnemucca have very 
high heat rates of la-,OOO and. 17,000 Btu/kWh, respeetively, and i-c 
takes appr~ximAtely ten minutes to· bring them· on line. 

18. 'A unit which contributes to spinning reserve must be 
available to deliver load immediately. 

19. Xt is very unlikely that the' 'J:racy and Winnemucca units 
would ~e able to contr~ute to· spinning' reserve .. 

20 .. SPPC's estilnated 4.0% .. efficiency 9'ain for oil bUrn& 
compared to· gas burns is basad on its own experiene~, with its 
tacilities .. 

21.. SPPC burns diesel oil in its eo~ustion tur~ines and 
diesel qenerators tor emergency purposes, and tor testing the 
turbines.. It also uses diesel tor start-up' purposes at the Valmy 
power .. plant. 

~2.. SPPC's inventory forecast of 6,079l:larrelsis based on 
winter stocking ot·diesel tuel tor system reliability purposes, and 
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reflects a policy of topping ott diesel tanks in remote areas at 
the l:leginninq of each winter snow season. 

23. ~RA's recommended inventory ot 4,477 ~arrels takes into 
consideration actual diesel usage trom July 1986 t~June 1988, and 

provides a margin o~ satety for emergencies which should serve to 

maintain system reliability. 
24. SPPC is not preclu~ed ):)y the ORA inventory methodoloqy 

from seasonal stocking of additional diesel inventory in less 
accessible locations. 

25-. ORA recommends a disallowance ot $5-,172 tor an emergency 
power purchase from PG&E during the morning outage ot March 9, 
1988 .. 

26-. During the March 9 morning outage, an SPPC operator at 
the Valmy plant cbose to· use an automatic operatinq mode while 
restoring- l~ad.. Valmy Unit 2 then tripped., delaying system 
restorat1on. 'rhe normal procedure tor restoring load is to- convert 
to· a manual mode ~ 

27. A september 20, 1987 outage atfeetinqthe Tonopah ar~ 
resulted when a syst~-operator opened a wrong switch as a result 
ot a data ~ntry error ... 

28. 'At the ttme of the March 9 morning outage, a microwave 
communications link was out ot service tor scheduled maintenance, 
forcing system operators to· rely on intormation relayed trom power 
plants tor indications ot system status along the Utah tieline. 

29. ~here were no seasonal load or weather conditions .- -
indicatinq the communications maintenance work should not prQceed. 

30. In sehedulinq maintenance procedures, the utility must 
eonsicler safety and ec:onomic:s as well as system reliability. 

31. The conditions and the events leading to, the transmizsion 
outaqes do not warrant the recommended disallowance. 

32. With respect to the transmission outaqes~ SPFC aqrees to 
provide a status r.~port which describes any tollow-up stUdies it 
has ma4e or actions it has taken with it~ next ECAC f11inq • 
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33. SPPC has been evaluating the economic feasibility of 
rehabilitating the Washoe Plant since it went out ot service in 
October 1984. 

34. The utility loses an average of 10,200 MWh per year while 
the Washoe Plant is out ot service, an4 the annual replacement cost 
of that lost power (at the 1988/89 forecaste4 cost of fossil tuel) 
is $228,600 .. 

3S. DRA requests that SPPC be ordered to submit a 
comprehensive an4 current'report~ by June 30, 1989, on the 
economic, financial,. an4 physical t'easibility ot re:building the 
Washoe facilities. 

36. ORA recommends that SPPC:be ordered to make a study to 
determine the effects of cold. temperatures on the con4ensers I- the 
overall gain in plant efficiency, and an appropriate adjustment t~. 
the heat rate standard for the large oil and. gas plants .. . -

37.. ORA recommends a 4isallowanee of $56,226 4uG to hiqh h.eat 
rates at the Valmy plant .. 

38. The average heat rates. for Valmy Units. 1 an4 2' d.uring the 
reeord period were 10,299 Btu/kWh and 10,522 Btu/kWh, respectively, 
or 5.19% ~d 5-.74% qreater than the respective design values of 
9,791 Btu/~ and 9,951 Btu/kWh. 

39. For Unit 1,. the deviations in tlle three prior record 
porio4s were 3.02%, 3.47% and. 2.33%, or an average of 2 .. 94%. For 
Unit 2, the deviations of the ~JO prior record periods were 6.70% 

and 1.25%, or an averaqe ot' 3 .. 98%. 
40. SPPC :belie~es that deviation~ trom dosign heat rates ot 

as mueh. as 7% to 8% are reasonable. 
41. ORA believes that a standard whieh is :based on the 

historical pertormanee of each unit is appropriate. Th.is standard 
currently allows a 2.94% deviation from the 4esign heat rate tor 
Unit 1, and a 3.98% deviation tor Unit 2. 

42. The performance reeor~ used :by ORA reflects three data 
points tor unit 1 ana' two- data points tor Unit 2. In the ease ot 
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Unit 2, one ot the two historical record year deviations was 6.7% 
tor J.985,-86, or approximately l% greater than the value which ORA 
considers unreasonable for this proceeding-

43., The historical standard will allow greater deviations in 
the next reasonableness review because the,historical average will 
then retlect the much highQr values experienced in the 1987-88 
period. 

44. The higher heat rate in the 1987-88 period appears to be 

explained at least in part by the burning ot coal with a lower heat 
content, unavoidable equipment failures~ and high load factors. 

45. Burning of Black Butte coal during the record period 
resulte4 in an esttmate4 2t to 3% deterioration in the heit rates. 

46. Performance testing to, better identity causes of reduced 
efficiency at the Valmy plant was delayed by SPPC because it coul~ 
have adversely affected plant operations. 

47. Coal plant beat rate deviatioll$ in the 5% to 6% range 
have not b •• n shown to· be unreasonable. 

48.. SPPC's fuel and. purchased. power transactions and related 
operations for the review period July 1~ 1987 through June 30, 1988 
were reasonable. 

49. 'The parties have reached aqreement on the issues 
addressed in ORA's audit report, including all issues relating to 
the ERAM application (A.88-09-02a). The rate Changes authorized in 
this decision incorporate these agreements .. 

SO.. The aqreed-upon ERAM,rate decrease of $5.35,724 retleets 
ORA's sales forecast data, and should'be adjusted to retleet the 
sales. level adopted in this decision. 

S·l.. Summaries of the revenue requirement calculations and the 
ECAC, AER, and ERAM rate calculations are include4 in Appendix A. 

52. The ECAC and AER rate increases shown in Appendix A are 
justified. ... 

53. Mid-month rate ehanqes are confusir.~ and administratively 
inconvenient. 

- 28 -



.' 

• 

• 

• 

A.88-09-013, A.88-09-028 ALJ/MSW/tcq * 

54. SPPC~s recommendation to use the System Averaqe 
Percentage Chanqe methodology for revenue allocation and. rate'.' 
design is undisputed. 

55-. The Commission determined that SPPC's residential 
baseline rate should be set at 87% of system average rate in 
D.88-10-062. 
C9nclusiODLPt LAv 

1. Sales and resource forecasts reflecting the following OF 
commercial operatinq dates should be adopted: 

Project COD 

Ie-Far West XI 
L-AMOR IV 
M-Truckee-Carson Irrigation Oist. 
N-Sierra Pacific Industries 

2/01/89 
4/01/89 
7/01/89 

12/01/89 

2. ORA's estimated capacity factors for the fourteen OF 
projects in the resource forecast should be adopted. 

3. Fuel oil prices and econo'tl1y energy prices forecasted by 
DRA and accepted by SPPC should be adopted. 

4. It is appropriate to- use the PROMOO production simulation 
model to forecast resource mix and ener9Y costs without the 
contribution of combustion turbines to spinning reserve and with a 
4.0% efficiency gain for oil burns. 

~. ORA's recommended diesel oil inventory level ot 4,477 
barrels should be adopted. 

6.. ORA's recommended disallowances for transmission outages 
and for heat rate increases at the Valmy coal plant should not be 
ndopted. 

7. SPPC should be authorized to· file the ECAC and AER rate 
increases set forth in Appendix A. 

8.. SPPC should be authorized to tile the ~' rate decreases 
set forth in Appendix A. 

9.. SPPCshould be ordered to submit reports addressinq the 
status of efforts to- remedy transmission outaqes, the feasibility 
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of rebuildin9 the Washoe plant, and adjustments to oil and gas 
plant heat rate standards to, consider potential efficiency qains 
due to cold ambient temperatures. 

10. SPPC should be ordered to file a revised preliminary 
statement to, reflect the fixed fuel oil inventory carryinq cost 
methodology set forth by ORA in this proceedin~ .. 

11 .. ~e applications should be qranted to· the extent provided 
by the followinq orderr 

12... Because there is an ilnme<1iate need for rate relief, the 
order should be made effective today. 

ORPER 

r: IS ORDERED that: 
1.. $ierra Pacific Power Company (SPPC) is authorized and 

directed to tile, in compliance with General Oreler (GO) 96-A, on or 
atter the' effective data of this order, and, at least S days prior 
to· their effective date, revised tariff schedules incorporatinq the 
ECAC and AER rate increases set forth in Appendix A. 

2'. SPPC is autho:r:ized and directed to, file,. in compliance 
, . 

with GO 96-A, on or after the effective date of this order, and at 
least 5 days prior to' their effective date, revised tariff 
schedules incorporatinq the ERAM rate decreases set forth in 
Appendix A. 

3. SPPC shall prepare a report which addresses the statuz of 
efforts to remedy transmission outages problems, including any 
follow-up studies it has ~de or actions it has taken as of the 
time 01: the .1:ilin9- ~he report shall address any actions and 
studies undertaxen which are zpecitically related to the six 
significant outages reported in the 1987-88 record period a~ WQll 
those which are related to, the five areas, o~ concern enumerated by 
ORA and listed in the opinion. ~he report shall:be submitted as 
part ot the next ECAC tilinq .. 
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4. By JUly 31, 1989 SPPC shall sUDmit a report whieh 
addresses the economic,. financial, and. physical feasibility of 
rebuilding the Washoe hydroelectric plant. The report shall be 
submitted to the Director ot the Commission Advisory and Compliance 
Oivision with a copy to· ORA. 

$. SPPC shall prepare a report which addresses studies to 
determine the effects of cold temperatures on the condensers,. the 
overall qain in plant efticiency, and an appropriate adjustment to 
the heat rate standard. The report shall be submitted as part of 
the next ECAC filinq~ 

This order is etfeetive today. 
Dated JOL 6 1989 , at San Francisco·, california. 
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G. MITCHEL.L W1LK 
President 

FREDERICK R. OODA 
ST ANl.EY W .. HUL.ETT 
JOHN B. OHANIAN 
PATRICIA M. ECKERT 

Commi~ioners· 
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A.88-09-028 

• SIeRRA pACl,rc POW!R COMPANY 
tlLtetl'fc Oepel't/Mll'lt - TotaL ~r'IY 

AOOPT!O'!W!RCY COSTS 
ECAC 'Ol'ICa_t Perf OCI .IMUary 1, 1989 to· December 31, 1989 

.......... . .... • •• • • .1II .. ij • 

Purd'l_/ Aver. TOtaL !CAC AU 
TYJ)e of energy Generatfon· co.t c.,.t. coet. 1/ co.u 1/ 

(awn)' % (c.nt./lCwIt) (000', of S) «(.100" I1f S) (000'. of S) 
•• 444 - • d 

Coal PLanta .. VaLmy Unft ., and 12' 1,856.3 33.S,," 2.02 s:rr,552.0 129,290.4 sa,2b1'" 
St... PLanta 341.3 6.2X 2.92' 9,989'.0 '7,.791.4 2 .. 197'.4 
Hyclroe~ectl'ic PLanta 59.7 '.1% 0.00 0.0' 0.0' 0.01 
ea. Standby Chaf1je 144.0 "2.3 31.7 
Other fue~ coata 60.0 1.6.$ 13.2 

Purd'laHd IH.c:trfc Energy 
rcllho Power ~ 451.3 3.2X 1.13 5,352.0 4,.174.6 1,17'7,.i. 
Uta/! POWt" & Lfght 622.0 11.2:1 3.ca· 19,136.0 14,926.1 ',209.9 
Cogeneretlon·& other a,. 33'.5 6.OX 5.74 19,050.0' 14,859.0 4~ 191.0 
P.effle: North .... t , .873.1 !S3.SX 2.44 45,.701.0 35,646.4- 10,054";: 
pc:u: stMldby QI..-oee 180.0 140.4 19A-• Oil Inventory Carryfl'll,Coet (1COX I!CAC) 257.1 257.1 0.0 " YE • -TOTALS 5,536.5 100.0% 2.43 "37,421.1" 1107,245.0 s:so, 1'7.6.' 

AL Locatfon· to CAL.ff'ol'l"lfa ,1lo1rfldfctfon· 469.4 S1',652.1' $9,093.4 '2,553.1 21 

2/ JloIr1GdfctfonflLh:fId at ClILlfOl'l"lfa IIt'H of 

8.48% of 4959.96 Qwh· Syatem laL ... 

3/ 188,076 1»I',..Lo of R .. fdua~ 01 L at 116.05. pel' I»I'I'.L MId 4,4'" I»I',..L. 
of Of ... L on at S26.90 pel' b.rrel at a a.nke,.,. ACCeptanCe Rata I1f 8.19% p.lt • 

• 
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Al'P!NOIX A 

SIERRA PAeIne POWER COMPANY 
I!Lectric I)""~"""t • CaLi"ornfa .lurfldfctfon 
ADOPTED CHANCES IN' I!CAC,. Alit ANO· ERAM RIIVI!HU£S 

Pege 2 Of 3 

I!CAC 'oree .. t Period .lMMry· 1, 1989 to, I).c-*>e,. 31" 1989 

........................... 1 d • •• ••••• J • • 

. _ ...... . • •• ....... ........ .. ............. . 
ECAC RMNU£S 

Adopted,l!CAC COl". 
Add' Recorded £CAC I.I1CIercoLLac:tion •• 01 5/1/89 

ECAC COitl lIIIO~h:.c:I over the "oree •• " p.rfod 
UncoLleetfbl .. & 'r8tlChf .. ," 'actor 21 31 

Adopted ECAC rewnue r~f r~u "01" tile "oreca.t pe,.f od 
I. ... : . P,....nt ,.~. I!CAC ~ I'" 1"1"_ "'''ectfw on,5/1/M 

••••• 

It~ 

(000'101 S) 

••••• 
_ . 

unf.,Ot'!It r.~ 
a" fCINCM'I:«I, 

.. L .. 'II 
(cen'I:'/lCWI'I ) 

• . ...... , ... . I • 

",093.4 
1,213.0 

10,306.4 
1.1)14302 ' 

10,453.3 
7,m.O 

2.162 

.... --.-----.-.---------.-................ ---.-------.~ ... -.-........•.. __ .......................... ---.......... ---

Al!R. ItMIIUU 

Adopted· Alit COlt. 
UncoLLac:tlbL .. I. ,,.8tlChf .. ," 'actOl" 

Adopted Al!R rw. r.q,.. "0,. the fo,.ecalt p.l"fod 
I. ... : p,....,t "1". ASR rewnun It I"It .. "'''ectlve on 5/1/88 

S2,553.7 
1.014302 

2,59S.3 
2,561.2 

0..638 

0..6Oa 

0.61,. 
0.609 ....... -... -........................................................................ --.... -.......... ~ ............. . 

Changr 11'1, MR rewnuea 

Author1:!;ed hie RlYenue ~t "'''ectfv. 5/1/88 
Add: Recorded ~1W4 loI'Idel'colLeetfon I. 0" 5/1/89 (incL. 'P&U) 

S34.0 

0,822.0 
306.3 

0.008 

5.664 
0.013 

••••.•..........................•••••••••••• 
Adopted ERAM' revenue "lCI\If I'ementa "or the "oreclllt pe,.i od 
~$.a:· Pr~en~ "at~ rev. at exi.ting ba .. rat .. (excL. VaLmy' b.L. "ate) 
I. ... : P,...."t rate I!RAM'biLlfng facto,. rev.nuea 

24,128.3, 
23,550.0 
1,244.9 

S.7Z7 
SMO 
0.296 

•••••.•................ --.. ~ ••••••••••..................••.••••••••••••••••••...•......................•............ 
Chang. f n ERAM revenues. (0.153) 

••• ---•• - •••••• --.-.--_____ • __ , •• ___ ................ N., ....................... _ ... 
TOTA~ CNANG! IN eCAC~ AeR ANI) eR,," R!VI!NUI! 2,050.3 1).4&1 

11 ~ted It adopI:ed .. CaLi"oml. Ju,.1.cHctfon .. ~ .. 01 420.56 Gwh. 
2/ • Adopted f n, th. L .. t GIIC pt'OCeldl ng, 1..85·05 .. 01.7,. 1).860002.030~ 
31 CoMputed at "IU·of 1.41X whlch,tranaLet .. to. factor 01 1.014302 
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APPeH/) IX ,. 

S:!RRA PACl,tC POWER COMPANY 
!L.ctric: O~I"t".."t • CalMornf. Jurisdlc:tfon· 

SlMWtY 0' RMNUt CHANGIS 

For.c:.'t P" .. iod January 1, 1989 to o«:tIIIbIf' 31, 1989 

...... ___ _ ___ e. __ •• • •• r 
•• ..- -

PNHnt 

I'll". Rw.nue 
.............. dIangot 

d& _I • 
Adopc«1 
RIWI'IUe Aver. 

Raqufr.-nt bt.-

(000'. of S) (000'. of S) (000" of S) (Caftn/ICwfI) 
•• LF •• 

P .. ..,I~ly euthor1%edbl ..... " .. 
!l«:t .. fc:aL Rw.nue AdJUltllllnt 14«:11..,1_ 
(fRAN) bfllf~·flCtor 

Subtotal !RAN .. .......nun 

e: .... "W c:o.t AdJua~ CL .... (!CAC) 

OffHtbt .. 

fa • _a - • I J .at 

SZS,'50.0· S2?'2.0 SZ'S,aZ2.0 5.66/. 

1,244.9- (93'1'.3) 301.0 0.073· ...... -........ -.. -.. -.. -.. -...................... ~. 
24,'1'94.9 (665.8) 24,129.0 S.731 

660.3 0.0 660.3 0.151 

9,051.9 165.5· 9,223.5 2.1~ 

1/ 

21 

2/31 

31 

kl.nc11'18 h~ (1.286.9) 2,519.2 1,232.2 0.293, 31 . ................................................... 
'7,71'1.0- 2.684..1 

2.561.2 33.6· 

0.0 0.0 

•• v. 

TOTALS 35,nrT.3 2,052.5 

PERCENTA~ 1 NCR!AS! 5.14% 

420.56 'wh. 

21 II'! ~jeu' Of c:llang!ng bOth ba .. r.t .. and th. eRN! biHil'lO 1'.ctOl", Sf.,.,.. 
Pacific: COIIJPII'IY may retain, .1.tl~ bit ..... t ... and ,.eauc. til. !RAN: bHLfng 
fllCto .. from 0.296 centl/lCwfI" to· 0.138 c:ann/lCwh ... 'til.' chq. In baH ,..t .. 
i. fnsfgl'tiffclflt. 

(END OF APP:ENOIX A) 

10,455..1 '-.4116· 

2,594.9 0.611 

0.0 0.000 

• • 
31,&'59.8 

31 

.' 
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APPENDIX a 

CACD/aL/1 

!Lectrfc Oeplrtment .. CaLifornia Jurladfction 
ADOPT!O SYSTEM AVEllAG! PERC!HTAGt CHANG( RMHUr ALl.OCATION 

'orec.at P.,.focl: JatUr>y 1 to Oeclftll)e,. :51, 1989 11 

RESIOENTIAl. 

CCMI!RCIAL 

A-' 
A·2' 
10·3 

AGRICUI.TURE 

STR!!'1'I.IGIITS 

TOTAl. 

SAW 
(GWII) 

221.66 

116.80 
4S.11 
65.45· 

0.25 

1.29 

420.S6 

Ptt!SENT $APC AWRAG£ 
!VoT! REV (S) RAT! 
(SOCO'.)' (SOOO'.) INCR. (s/(WH) 

19,264 20,376 5:,., 0.092 

7,1'10 8,155 5.Tf 0.094 
3;722 3,'1$7 S.TT 0.087 
4,m 5,051 S.TT o.rm 

11 12 5.77 0.047 

30S :511 2.10 0.241 

35,781 31,&'.1 5.74 0.090 

1/ Stl"WtUgIItfrtl f.c:Hftf .. c:hal'l" h~ beIn··alCQLuded froa tM ....... 
• LLoc:.tfon·proc ..... Howewr,-ttl.tMCUlt II .. bIetI·~ to tM ffeur-
fn-.ttlf. tela to obtain, ttl .. co,.,.ec:t percel'lbge inc ....... lind .wr. rata 
caL~L.tfON .. 

CElIO APPENDIX B) 

. . 
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Item 5 
Agend~ 7/6/89 

• Decision 89 07 018' JUl 6 1989 

• 

. . BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matte~ of the Application of 
Sic~ra Pacific Power Company for 
Authority to Implement its Energy 
Cost A~ju$tment Clause (ECAC). 

) 
) 
) 
) 

------------------------------) ) IJ~~ 71989 
//' In the Matter of the Application of ) 

Sierra Pacific Powe~ company for ) 
Autho~ity to Implement its Electric ) 
Revenue Adjustment Mechanism (ERAM). ) 

Applicatio~88-09-028 
(Filed Sop ~ber 13, 1989) 

------------------------------) 
John Mac1a~iaga and ~znc~~~4"...JIt. 

at Law, fo~ sierra Pacifi 
Company, applicant. 

Catherine 4. JQbnsQD, Atto oy at Law/ and 
~ames M. ~arnes, for e Division of 
Ratepayer Advocates. 

1 .. 

This is the annual Energy Cost Adjustment Clause (ECAC) 
and Eleotrio Revenue Adjus cnt Mechanism (ERAM) proceeding for 
Sierra Pacific Power Comp ny (SPPC). We authorize a net revenue 
inc~easc of $2,052,500 nually, or 5.7%, based on an ECAC incrc.c.sc 
of $2,684,700, an Annu Energy Rate (AER) increase of 
$33,600, and an ERAM eereasc of $GGS,800. 

SPPC's fu and purchased powe~ transactions and related 
operations for the eview period July 1/ 1987 through June 30, 1938 
are found to be r asonablc. The company is directed to submit, for 
consic1eration in future reasonableness reViC'IolS I reports on studies 
addressing tra mission outages, the out-of-zcrvicc Washoe 
hydroelectric lant,. and adjustments. to· thermal efficiency 
standards fo the large oil and gas plants • 

- 1 -
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SPPC is a Nevada corporation engag in public utility 
electric operations in california and Neva Its principal 
California operations are in the Lake T e area. SPPC is also 
enqa~ed in pUblic utility gas and water operations in Nevada. 

On September 7, 1988 SPPC f' ed Application (A.) 
SS-09-013, requesting authority to crease its Energy Cost 
Adjustment Clause Billing Factor 
under-recovery of $2,604,000 Whi it estimates would oceur it the 
current ECACBF rates were cont ued in etfect tor the twelve months 
commencing January 1, 1989. PC also proposes to increase its AER 
trom·$ .. 00609 per kWh to $.0 ·32 per kWh, or $94,000 annually. The 
combined effect of these p. oposed inereases is an overall 7.52% -. 
revenue increase for all lasses of service. 

On Septembe~ 3, 1988 SPPC filed A.8S-09-028, requesting 
authority to reduee. i ERAM rate from the present rate of $.00296 

per kWh to $.00168 p r kWh.. the estimated annual effect ot this 
proposed reduction s $528,000, or 1.47%. 'this. application was 
consolidated with .88-09-013. 

The 0 ision ot Ratepayer AdVocates (DRA) conducted an 
investigation 'en included an audit of SPPC's financial reeords 
tor the recor period July 1, 1987 through June 30, 1988, a review 
of the reaso ableness of operations. during the record period, and a 
forecast of operations tor calen~r year 19S9. DRA accepted most 
aspects 0 S·PPC's filings as reasonable, and SPPC accepted most of 
ORA's re mmen~tions, with the result that very few issues are in 
controv rsy. The parties agree on audit an~ ~1 issues, and, tor 
this p oeeeding,. ORA accepts s·pPC' s proposed rate design and 
reve e allocation. Contested I,forecast issues involve projecteo 
oper. tion dates and capacity factors of qualifying tacilities 
(QE s),. and required diesel oil inventory l~vels. Conteste~ 

r sonaoleness issues involve ORA's recommended 4isallowances and 

- 2 -
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reportinq requirements related to record period transmission 
outaqes and power pl~nt performance. ~ 

PUblic hearinqs were held in San Francisco, on December 7, 
/ 

8, and 9, 1988. At the conclusion of hearinqs the~inistrative 
Law Judqe C~) determined that due to disagreement on forecast 
issues aftectinq resource mix and energy costs~t would ~e 
necessary for SPPC to· =aka a post-hear1nq ~o~ a production model 
which simulates system· operations. to forecast resource mix and 
ener9Y costs. 'rhe results of the final m64el run, incorporatinq 
the AL'J's recommended determination of Ie related forecast is~ues, 
were received as late-tiled Exhi~it 1 on April 17, 1989. The 
matter stood suDmitted " 

xxx. /lOt;1!CM3: l'suea . 

calitOrnia Sales 
In its oriqinal forecast report~ SPPC projected total 

I 

A. 

.. 

California sales ot 412.S.~. ORA's forecast, derived trom 
econometric models tor r?idential, A"'l~ A-2, and A-3 service 
classes, y~elds a sales;estimate of 421.7 qWh, which is 2.2% 
qreater than the comp~'s estimate. SPPC indicates that while it 
disaqrees with the methodoloqy employed ~y ORA to· forecast sales, 
it accepts as re~so~le for the purposes of this proceedinq the 
end result ot ORAtS estimates for all ~ut the A-3 cateqory of 
sales. SPPC"s rev I sed sales forecast is 418' .. 3 qWh. 

Oisaqre ment on the level ot A-3 sales results from 
d.ifferent estimaies of when a biomass QF (desiqnated Project N ~y 
the parties), drrently under development at a Sierra Pacifie 
Industries l'...xmJer mill, will become operational.. (Sierra Pacific 
Ind.ustries is;hot related. to SPPC). SPPC ~elieves the QF will 
commence eo rcial operations on Oetol:ler 1,. 1989. ORA ~elieves 
the proj ect ill ~e delayed until January 199'0 I' atter. the forecast 
period. 'l'h parties do aqree that sales· to' Sierra Pacific 

- 3 -

. . 



• 

• 

A. 88-09-013, A.88-09-028 AliJ /'MSW /tcCj // 

/ 
/ 

,/ 
Industries will be lost as ot the commercial operation 4ate (COO) , 
of the tacility" and that the sales forecast should be consistent 

, ~ 

with the adopted COO. / 
As discussed below, we tin4 that the/best COD estimate 

tor Project N is December l~ 1989. Since ~ 4ate is later than 
the COO estimated by SPPC and before that e't:lJnated. by ORA, the 
adopted sales forecast" 420.56 9Wh" fallS/between the parties' 
forecasts,. / 
B.. EYrdlMed PQ1mrj Opolitying; FaCixitieA 

In its resource mix tore~t~ SPPC estimate~ that total 
system power purchased trom QF's W~ll be 392.4 qWh, or 36.2% more 
than ORA's forecast ot 288.1 qWh~ The d.ifference is attributable 

, i I to ORA's mOdellng assumpt on that the COO's ot tour new OF projects 
I 

will be one to, three months later than the dates used by SPPC, and. 
I • 

to ORA's ~se ot lower capac,ty tactors tor the majority ot QF's. 
1. ~ial Operatign Dates 

• I. 
For the four pro~.cts scheduled to, start operations 

, I 
durinq the forecast periOd". the COD's projected by the parties are 
as follows~ ~ 

Eroject SPPC' .. ])a. 

K-Fa~ West II/I 12/31/88 2/89 
L-AMOR XV 4/01/89 6/39 
M-Truekee-carson Irriqation Oist. 7/01/39 10/89 
N-S,ierra Pacitic Ind.ustries lO/01/89 1/90 

Based 0' its experience with hundreds of contracts in 
I 

Calitornia, ORAjhas found that QF projects consistently experience 
delays. It there tore believes that a forecast which includes new 
QFrs should idclude the likelihood ~t there will be such delays. 

/ ' ORA also, notes that while SPPC has toeused on proj ect start-,up 
dates, i.e./ when a project starts generating some power into ''tlle 
system, the! significant dates tor forecast purposes are the COO's. 
The contra~t rates become etfective as ot the COD. Prior to that 

I, . 
time, QF" are paid the lower as-available price. 

- 4 -
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the project will be delayed until January 1990, after the forecast 
period. The parties do agree that sales to Sierra Paci~ic~ 
Industries will be lost as of the commercial operation ~ (COO) 

.' of the facility, and that the sales forecast should be onsistent 
with the adopted COD. 

• 

As discussed below, we find that the bes COO estimate 
for Project N is December 1, 1989. Since this te is later than 
the COO estimated by SPPC and before that esti ted by ORA, the 
adopted sales forecast, 
forecasts. 
B. 

In its 
system power purchased from QF's will e 392.4 CJWh, or 36.2% more 
than ORA's forecast of 288.1 gWh. e difference is attributable 
to ORA's modeling assumption that e COO's of four new OF projects 
will be one to three months late than the dates used by SPPC, and 
to ORA's use of lower capacity actors for the majority of QF's. 

1. 

scheduled to· start operations 
COO's projected by the parties are 

as follows: 

K-Far West II 
L-AMOR IV 
M-Truckee-Cars Irrigation Dist. 
N-Sierra Paci Industries 

SPPC DBA 

12/31/88-
4/01/89 
7/01/89 

10/01/89 

2/89 
6/89 

lO/89 
1/90 

its experience with hundreds of contracts in 
California, ORA s found that OF projects consistently experience 
delays. It th efore believes that a forecast which includes new 
QF's should i elude the likelihood that there will be such delays. 
ORA also not s that while SPPC has focused on project start-up 

when a project starts generating some power into the 
system, significant dates for forecast purposes are the COD's. 
The contr. ct rates become effective as of the' COD... Prior to that 

paid the lower as-available price. 

- 4 -
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ORA ~elieve$ the tendency tor utilities, incluainq SPPC, 
to ~e overly opttmistic reqardinq QF project schedules is 
illustrated by a review ot forecasted and actual operation dates ot 
seven QF projects ineluded in SPPC's 1987 ECAC tiling. Of those 
seven projects, only o~e met its projected operation date~ Two 
were cancelled, and the remaininq four were delayed. ORA concludes 
that despite SPPC's good faith efforts to, meet its proj /'ed dates, 
it is realistic to factor in some delay. 

SPPC asserts that each ot the tour proje now under 
development has proqressed to the point that sue delays are no 
longer likely.. Aclditionally, SPPC notes that ere are eeonomic 
incentives for the QF developers to meet th r completion-' 
selledules... For example,. contracts with. e of the developers of 
these projects contain termination cla s providinq eonstruction • 
milestones ~d dates tor commereial 0 ration to·beqin. It • 
commercial' operations are not estab shed by the contracted date, 
the project will no longer qualif tor hiqller long-term QF rates • 
SPPC indicates that it intends t ,assert its rights. to terminate 
these contraets if milestone ~o 

illustrate this intent, the mpany no~es that it has previously 
terminated one a~eement is currently in litiqation with four 
other QF projects ~eeaus milestone dates were not met. 

We aqree with RA that for forecastinq purposes it is 
appropriate to· use CO s," not initial start-up 4ates. Since hiqher 
long-term rates appl once commercial operation$ are established, 
COO's have more im act on revenue requirements than initial 
start-up dates. e also agree that as a qeneral rule, ~ased on the 
experience with California QF's, it is reasonable to anticipate 
some d.elay fo most projects. On the other hand. I' tor projects. 
which are al eady well und.er way I" some weight should. be accord.ed. -:0 
the judgeln t ot QF developers. and utility offieials when that 
jud9emen reflects specific" updated. information about a project's 

It does· not necessarily follow that because a pro; e.;:;" has. 
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somewhat optimistic. Assuming that initial operations 40 ~ in in 
Septe~er, it is reasonable to- anticipate a longer delay eyond 
October 1) for testing before commercial operations ~e n. At the 
same ttme, however, there are indications that the oject is now 
progressing to completion, and that the previous lays may no 
longer be factors in the current projections. 
acknowledged that in evaluating the earlier ays, be was not 
aware of their-being caused by regulatory lays for contract 
approval. We find it is feasible for th project to commence 
commercial operations by the contract' termination date of 
December 1, 1989, and therefore adop that date for forecast 
purposes. " 

2 _ capACity Factors 

ORA's estimated capa ty factors for fourteen QF project~ 
are lower ~4%l the utility"s stimates in ten cases, the S4me in 
three cases, and bigber in e case. Because most of i ts capacity 
factors are lower, oRA'$ recast of purchased power from QF's- is 
43,754 MWh less than SPP 'a. 

Ten of the Q 5 are geothermal projects. SPPC initially 
used a 90% ~apacity ctor for the majority of these, based on data . 
for only two such Q 's recorded over short periods of three to six 
months. In respo e to ORA conc~rns over the reliability of this 
limited amount 0 elAta, the company revised its capacity factor 

bydroelectric and nine geothermal projects. 5PFC 
indicates tha the revised estimates are based on information 
derived from project developers, and upon actual operating data for 

ere data from actual operations was available, ORA 
recorded capacity factors for its projections. For 

without recorded data, ORA generally used an 80% capacity 
facto as representative of projects with recorded data_ When a 
new roject was the same design as an existing project,. ORA applied 
the capacity factor for the eXisting project. ORA asserts that 

- 9 -
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4. For the four QF proj ects scheduled to· start operations 
during the torecast period, the COO's projected :by the 
as follows:. 

Project DD 

K-Far west II 
L-AMOR IV 
M-~ruckee-carson Irrigation Dist. 
N-Sierra Pacific Industries 

5.. Contracts with each ot the dev 
projeets at issue contain termination 

2/89 
6/89 

10/89 
1/90 

four 

construction milestones and dates tor. commercial operation to 

:begin.. It commercial operations ar not established :by the 
contracted date, the project will 0 longer quality for higher 
long-term QF rates. . 

&. The closer a QF pro~ct is to completion, the more 
preeise and'reliable estima s of a completion date can :be. 

7~ The QF developer and financiers have significant 
economic: incentives to· c plete the projects on or }>afore the 
termination dates, yet elays can and do- oeeur. 

8.. Extensive t sting at Projeet K, required ~efore firm 
eommercial operatio can:be established, WAS not expected to ~e 
completed until 1 

9. The de 
e Jan'-1ary 1989 .. 

loper ot Project L planned to spin eight of the 

.-

twelve units by' Deeember 31 in order to receive a $3 million energy 
tax credit. e developer was faced with a significant incentive 
to ome operations by Oeeember 31, and it was, feas~le to 
do so. 

10. he contract termination date ot the Project M 
hydroeleQ'tric: project is July 15, 1989, and the d.eveloper has an 
additio al ineentive to complete the proj.ect on schedule .because· 
the f operations. are effectively limited ,to- the, irriqation 
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/ 

54. SPPC's recommendation to use the System Averaq~ 
/ 

Percentaqe Chanqe methodoloqy tor revenue allocation a)9d rate 
design is undisputed~ ~ 

5$. ~e Commission determined that SPPC's residential 
/ 

baseline rate should be set at 87% ot system average rate in 

<:smclJlA:Lons of La 
0.88-10-062. / 

1. Sales and resource forecasts ref~ctin9 the followinq QF 
commercial operating dates 'should be adopt'ed: 

Proj't£!: COD 

K-Far West II 2{01/88 
L-AMOR IV 4/01/89 
M-T.ruckee-carson Irrigation Oist. 7{01/89 
N-£ierra Pacitic Industrie 12/01/89 

2. ORA's estimated capacit~/tactors tor the tourteen QF 
projects in'the resource forecast/s~oUld be adopted. 

. . 

3. FUel oil prices and ecfonomy energy prices forecasted by 
ORA and accepted by SPPC' shour«be adopted. 

4~ It is appropriate tdUS8 the PROMOO production simulation 
model to tore cast resource mi~ and ener~I costs without the -, 
contribution ot combustion ~urbines to spinning reserve and with a 
4.0% efficiency qain for 0;(1 burns. 

,5,. ORA's recommended eliesel oil inventory level ot 4,477 
I 

barrels should be adopted. 
6. ORA's recommerided disallowances tor transmission outaqes 

• I 
and tor heat rate ~ncreases at the Valmy coal plant should not be 
adopted. / . • 

7. SPPC shoulclbe authorized to tile the ECAC and AER rate 
increases set forth An Appendix A. 

s. SPPC shou~d ~e authorized to tile tne ERAM rate decreases 
set forth in Appendix A. 

9. SPPC.sh~la be oraered to submit reports addressinq the 
status ot eftorts to· remedy transmission outaqes, the feasibility 
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