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By this decision, we extend the time within which off-
system qualifying facilities (QF) must execute their Standard Offer
No. 2 power purchase agreements with San Dmego Gas & Electric
Company (SDG&E). In addmtzon, SDG&E is directed to prov;de <o
off=-system QFs, no later than August 31, 1989, its completed Non=~

‘Interconnected 0perating Agreement, econom;c harm stud;es and

1 The terms “off-system” and ”out-of-service area” are used
interchangeably to refexr to QF resources located outside or SDG&E’S
service territory or outsxde of Calzrornza.
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economic curtailment proposal. Certaln provmszono relating to
project fee refunds are also olarzrzed.
A. Backaxound

In Decisien (D.) 89-02-017, we determined that four QFfs
were eligible for SDGSE’s Standard Offer 2 (S02).° Three of the
eligible QFs represent out-of-service area projects. We encouraged
these QFs to meet with SDGAE personnel as.soon as possible to
identify and exchange information needed by SDG&E to perxform line
loss studies. We directed SDG&E to complete these line loss
stud;es within 30 days aﬂter the’ out-of-serv;ce area QF requested
such a study and provided any needed 1n£ormat1on.4 '

2 Ordinarily, we allow a full 30 days for protests to the
authority sought in a Petition %o Modzry. (Rules of Practice and
Procedure, Rule 8.l1.) We have decided, in this instance, to issue
a decision prior to the expiration of the protest period. To do
otherwise would result in our decision being issued after the
August 8, 1989 deadline. Moreover, SDG&E is not prejudiced by our
actions. The modifications we make today are intended only to
clarify, and not alter, the basic policies we’ve expressed in prior
orders. The relief sought by Pet;t;oners, namely, an extension of
time to sign Standard Offer 2, is necessitated by the time

constraints that this Commission, and not SDG&E, placed on the
Standard Offer solicitation.

3 S02 is limited to QFs that commit to provide f£irm capacity.
In D.87=-11-024, SO02 was reinstated for SDG&E to meet its near-ternm
need for peaking generation. The following four projects were
found to be eligible: 1) an out-of-service area 80 MW solar
thermal project (Luz Development), 2) an out-of-service area 50 MW
geothemal project (Freeport-McMoran Resource Partners), 3) an in-
sexrvice area 2.4 MW biogass project (O'Br;an Energy Systems), and

an out-of=-service area 50 MW cogeneration project (Bonneville
Pacific Corp.).

4 In performing these studies, we directed SDG&E to use the same
transmission assumptions and analytic techniques that it uses to
model the impacts from its various other off-system resources
(e.g., from San Onofre nuclear plants and purohases zrom the

(Footnote contznues on next page)
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In addition, we directed SDG&E to raise any clainm

regarding “economic harm to the ratepayer” in a timely manner:

7In D.88=04-070, we held that a utility
generally should contract with off-system QFs
unless we deternmined, on an individual basis,
that intexconnection with such a QF would
result in economic harm to the ratepayer, e.9.,
by bumping economy energy purchases off an
intertie. SDG&E has not suggested that any of
these QFs would have this effect; however, it
should raise this issue (should it determine
that the potential for such an effect exists)
no later than the (line loss] studies mentioned
above. We would then expect the developer to
accept. an appropr;ately crafted economic
curtailment provision. 7 (D.89=02-017,

p- 27.)

”"SDG&E shall raise any claim regarding economic

harm to the ratepayer (as specified in

D.88«04=-070) as soon as possible, and in no

event later than this [line loss] study.”

(D.89=-02~017, Conclusion of lLaw 6.)

In D.89-02-017, we also made provisions for project fee
refunds if, as a result of the off-system line loss studies, the QF
finds that its project is economically infeasible.” Finally, to
maintain eligibility for SDG&E’s S02, D.89-02-~017 required the QF
to execute its S02. agreement by August &, 1989.

B. PRetition Fox Modification

On July 12, 1989, Freeport-McMoran Resource Partners and

Bonneville Pacific cOrporat;on (collectxvely Pet;t;oners) fmled 2

(Footnote continued from previous page)

util;tmes in the Northwest and Inland SOtthwest) See D.89-02-017,
page 27. ‘ - .

5 See D.89-02-017, pp. 26~29, Conclusion of Law 6.

w
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Petition For Modification of D.89-02~017 requesting an extension of
the August 8, 1989 deadline for executing their SO2 agreenents.
Petitioners claim that the extension of time is necessary because
SDG&E’s delay in the preparation of key studies, negotiations with
Petitioners and preparation of certain ancillary agreementsyhas
disabled Petitioners from executing the SO2 within the time
contemplated by D.89-02-017. Specifically, as of July 12, 1989,
Petitioners claim they have not received from SDG&E a complete
package of the Nom-Interconnected Operating Agreement (NIOA),
associated line loss and ”economic harm” studies, and proposed
curtailment provisions.® | | ‘

Petitioners also request clarification of the project fee
refund provisiohs. Spec;f;cally, they request that a QF be allowed
to‘get 1ts project fee back 11, as a result of the NIQA (or
economic curtailment provzs;cn), the QF finds that the project is
infeasible.

C. Discussion

We are dismayed to learn of the delays in executing the
soz ‘agreements contenplated. in D.89-02-017. Petitioners claim that
these delays are attributable solely to SDG&E. We do not have a
sufficient record before us, at this time, to assess culpability.
chever, the issues raised by the Pet;t;oners do- indicate the need
to remind SDGSE of its obl;gatzon to 1) meet its burden of proof in

6 Pursuant to D.89-02-017, Ordering Paragraph S5, SDG&E filed its
S02 on March 10, 1989. In that document, SDG&LE stated its
intention to prepare and require off-system QFs to enter into an
ancillary agreement (the NIOA). SDG&E described this agreement as
7the analog to the Interconnection Facilities Agreement for on-
system QFs”, and reserved for the NIOA issues of line loss factors,
~ provisions respecting ”“economic harm to the ratepayer” and “the

facilities and procedures necessary to- ensure that the off-system
QF’s power is delivered to SDG&E”.. (See March 10 1982 tmlzng,
page 2.) ‘ : . ,
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claiming “economic harm” and 2) négotiate in good faith with off-
system QFs, pursuant to our prior orders.

In D.88-04-070, we clearly placed the burden on SDGLE,
and not the QF, to demonstrate that interconnection with out-of-
service area QFs will result in economic harm to ratepayers:7

”posent a utility claim of economic harm,
interconnection of out-of-service area QFs
should occur without any fuss or additional
requirements by the ut;llty.‘ This means, for

example, that QFs outside of SDG&E service area
are eligible to participate in SDG&E’S
reinstated S02. Unless SDG&E raises a claim of
economic harm to its ratepayers which is later
upheld by the Commission, out-of-service area
QFs should be treated no differently than in-
service area QFs in their ef!crts‘to
participate in this re;gstated S02. 7
(D-88~04-070, pp. 1~2.)

We expect any “claim” of economic harm to consist of far
more than the utility’s mere assertion of a problem. Regardless of
where the claim is raised, e.g., before the Commission or during
negotiations with individual QFs, it should be substantiated by
caleulations, studies and other forms of documentation at_or

] ! J E! !1 ! 3 I! hd * "! L3 ]] l. i ] ] ' .AJ * .
Otherwise, out-of-service territory QFs are placed in an untenable

7 D.88-04-070 was issued in I1.85~11-008, our investigation into
the deszrablllty of powexr purchases fLrom QFs located outside of the
purchaser’s service area (or outside of California), and the ternms
and conditions which should be applied to such purchases.
D.88-04-070 left the proceeding open to allow for case~-by-case
review of these issues. Specifically, upon the petition of a QF
denied an interconnection, the Commission will investigate the

utility’s c¢laim of dzsplaced econony power or other economxc harm
to ratepayers.

8§ Moreover, in D.88- 09-067 we denied SDG&E’s application for
rehearing of D.88-04-070, reiterating the need for SDG4E to raise
concrete issues of economic harm on. a case-by-case basis.




T
. '
o

A.82-04-44 et al. ALJ/MEG/btr *

position: Either they must accept the utility’s assertions of
economic harm (and resulting mitigation proposals) at ”face value”,
or risk missing strict contract signing requirements, losing their
project fee, oxr both. This is ¢learly unacceptable.

We therefore direct SDG&E to provide to Petitioners, no
later than August 31, 1989, a complete package consisfing-of its
NIOA, economic harm and line-loss studies, and propesed curtailment
prqvisibns. We also grantfPetitionefs' request for 120 days '
- following their receipt of this information within which to execute.

the S02s. ' ‘

SDG&E is expected to bargain c¢onscientiocusly toward a
~conclusion, in a manner comsistent with the good faith standards
articulated in D.82~01-103. While petitioners’ regquest additional
language to that effect, we believe that California law, as well as
our prior orders, clearly require utilities to negotiate in good
faith: '

“California law imputes a covenant of good faith
and fair dealing in every contract. . . . The
covenant requires each party to refrain from
doing anything to injure the right of the other
party to receive the benefits of the agreement.
In addition, the Commission has required
utilities to act in good faith in negotiations
leading,to-contracts with QFs.” (D.89-04-081,
P- 7.)7 ' '

SDG&E 1is hereby remindéd of this obligation. As we have

stated in the past, a utility fpund not to have bargained in good
faith will stand in violation of Commission orders, and will be

9 This duty was stated in D.82-01-103, when we adopted the
standard offer contract and set the ground rules for negotiations
between utilities and QFs. See D.82-01-103, Concl.  of Law 18 and
Ord. Par. 28’. . “":” - - ‘ o
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open to potential punmtive action by this Can;ss;on.lq

5 Finally, with regard to project fee refunds, we agree o
thh Petitioners that the NIOA or econonic curta;lment prov;sions
could also affect project viability. It would be unfaiz to put
these developers at risk for their project fees until the terms of
these ancillary'agreements, and the results of associated studies,
are known. Therefore, ”Interconnection study”, as used in the
project fee refund provision, shall be construed to include the
NIOA, economic curtailment provisions and associated line loss and
economic harm studies.’* cConsistent with the above, we will
modify our orders in D.89-02-017 (see Attachment 1).

1. Modification of D.89-02-017 is necessary to provide off-
system QFs additional time to execute their $02 agreements with
SDG&E. | ' 1

2. Fairness dictates that a utility’s claim of economic harnm
consist of adequate documentation, and that such documentation be
presented to off-system QFs in a timely manner.

3. SDG&E’s NIOA and proposed economic curtailment provisions
were not available at the time of SDG&E’s S02 solicitation and,
like line loss studies, could afifect project viability.

4. Petitioners’ proposed l20-day extension achieves thec goal
of allowing off-system QFs sufficient time to respond to SDG&E’s
proposed ancillary'agxeements'and«studies- ‘

30 D.82-01-103, p. 106.

11 The applicable provision is Section IV.B.5 of the QF Milestone
Procedure (see Page 9 of Appendix A in D.87-04~039). That
provision clearly states that the OX, and not the utility,
determines whether or not the project is feasible after receipt of
the relevant information (see Section IV.B.5.k.(iii)).

Petitioners’ regquest for further clarx:icatzon on this point is
unnecessary- ‘
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conclusions Of YLaw
l. D.839-02-017 should be modified consistent with the
findings above.

2. This decision should be made effective today to ensure
the timely exchange of inrormation'hecessary'to implement our
directives. : ' -

OQRDER

IT IS ORDERED that D.89~02-017 shall be modified as

follows:
a. TFinding of Fact 16 shall be modified as .
follows: :

16. It is not appropriate, for purposes of
this $02 solicitation, to put QF
developers at risk for their project
fees until the i

:;: v. ) : !] l! -‘
economic gcurtajlment proposal (as

(Changes underlined.)'

The fellowing sentence shall be added to
Conclusion of Law 4:

In the event that SDGLE raises any
claim of economic harm to the
ratepayer (as specified in
D.88-04-070), the QF should have 120
days following its receipt of the last
of the Non-Interconnected Operating
Agreement (including associated line
loss and economic harm studies) and
the .“economic curtailment” proposal

12 Attachment 1 restates the Ordering Paraqraphs‘or D.89~02~017,
in full, as amended by this decision. "

-
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within wh;ch to execute a power
purchase agreement.

The second sentence of Canclusmon of Law 6
is modified as follows:

”Interconnection study” as used in that
provision should be construed to
include a line loss study for an out-
of-servzce terrltory QF and. . if

Y 7

QHI&Qilm£D&_RZQ_LEMWNLJHEL_ESQQQmiQ
harm” studies. (Changes underlined.)

The foliowing sentence shall be added to
Ordering Paragraph 1l:

In the event that SDG&4E raises any
claim of economic harm to the
ratepayer (as specified in
D.88-04-070), the QF shall have 120
days following its receipt of the last
of the Non-Interconnected Operating
Agreement (including associated line
loss and economic harm studies) and
the ”economic curtailment” proposal
within which to execute a power
purchase agreement.

e. The second sentence of QOrdering Paragraph 4
is modified as follows:

”Interconnection study” as used in that
provision shall inc¢lude a line loss
study for an out-of=-service terr;tory
QF

(Changes,unde:lined{)
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The following oxdering paragraph shall be
added to D.88~05-074:

For the purpose of this S02
solicitation, by August 31, 1989 SDG&E
shall provide to off-system QFs a
complete package consisting of its
Non~Interconnected Operating Agreement
associated line loss studies and, as
applicable, economi¢ harm studies and
curtailment provisions. ,

This ordergisreffectiye today. | .
Dated AUG-3  1989. , at san Francisco, .California.

G. MITCHELL WILK
- . President
- FREDERICK R. DUDA.
JOHN ‘B. -OHANIAN
PATRICIA. M. ECKERT
- Commissioners
. Commissioner -Stanley W. Hulett,

- being nec¢essarily absent, did not . o
participate.

e

“w '

,‘ \\ ' . ) o " ) . ‘
T ICERTIFY “THAT THIS DECISION :
"WAS: APPROVED .BY THE ABOVE. '
COMMISSIONERS. TODAY. ~ -

Victor Weisser,
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ATTACHMENT 1
Page 1

ordering Paragraphs in D.89-02-017,
rrragraphs & 2~02-0
ORDER

IT IS ORDERED that:

1. San Diego Gas & Electric Company (SDG&E) shall execute
Standard Offer 2 (Soz)_power'purchase agreements with the
qualifying facility (QF) developers, and for the projects,
specified in Finding of Fact 2, on the condition that these
developers complete any remaining contract signing prerequisites.
For purposes of this SO02 solicitation, the QF developer shall
execute a power purchase agreement prior to or concurrently with
its Interconnection Facilities Agreement with SDG&E (if applicable)

but not later than 6 months after the effective date of today’s
decision.

il A= Ay S L _RoWe PRASUASE QUL OCCNCIIG -
2. SDG&E shall calculate a new capacity price table
applicable to the 502 contracts specified in Ordering Paragraph 1.
The table shall be for. a single block of 182.4 megawatts but shall
othéxwise~use the same assumptions as the table shown in SDG&E’s
SOZ:splicitation.#;The‘neWtEable‘shall show-the”ldst year for
coming on-line as 1993 T - : |

»Changes/additions are noted by underlined sections.
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ATTACHMENT 1
Page 2

3. For purposes of this S02 solicitation, an out-of-service-
territory QF shall have up to 6 months after the power purchase
agreement is executed by both parties for the QF to finalize a
wheeling agreement, and this deadline shall become an additional
milestone. Missing this nilestone shall result in forfeiture of.
the QF‘s project fee. SDG&E shall modify the reinstated SO2 in its
April 22, 1988, compliance filing accordingly.

4. SDG&E shall substitute the project fee refund provision
in the current (Fifth) Edition of the QF Milestone Procedure in
place of the refund provision in its April 22, 1988, S02 compliance
filing. “Interconnection study” as used in that provision shall
include a line loss study for an out-of-service territory QF and.

5. SDG&E shall file modifications to its April 22, 1988, S$02
compliance filing, as specified in Ordering Paragraphs 2, 3, and 4,
with all appropriate conforming changes, within 30 days of the
effective date of this oxder.

6. For purposes of this S$02 solicitation, SDG&E shall '
complete a line loss study within 30 days after the out-of-service-
territory QF has requested such a study and has provided any needed
information beyond that alfeady included in its project definition.
SDG&E shall raise any clain regarding economic harm to the
ratepaYer (as specified in D.88-04-070) as soon as possible, and in
no event no later than this study.
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Nl P N N s N et A N e s

-02=017

By this dg;ision, we extend the time within which off-
system qualitying sacilities<(QF) must execute their Standard Offer
No. 2 power purchasc agreements with San Diego Gas & Electric
Company (SDG&E).Y/ In addition, SDG&E is direccted to provide to
off-system QFs, /no.later than August 31, 1989, its completed Non-
Interconnected /Opexating Agreement, econom;c harm studze and

economic cur%pmlmcnt proposal. Certain provzfzons relatmnq To
project fee efunds are algo clarlf;ed. ‘

1 The/term° 7off-system” and “out-of-service area”. are used
lnterchangeably to refer to QF resources located outside of SDG&E'
servxce terrltory or outs;de of Calltorn;a.
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A. Bagckground

In Decision (D.) 89=-02-017, we determined that four QFs
were eligible for SDG&E’s, Standard Offer 2 (802).2 Three of the
eligible QFs represent out-of-service area projects. We encouraged
these QFs to meet with,SDG&E personnel as sooy/;s possible to
identify and exchange information needed by SDG&E to perform line
loss studies. We directed SDG&E to-complgﬁé these line loss
studies within 30 days after the out-ofjﬁervice area QF requested
such a study and provided any needed information. 3

In addition, we directed SDG@E.to raise any claim
regarding “economic harm to the ratepayer” in a timely manner:

/

#Iin D.88-04=070, we held jthat a utility
generally should contract with off~system QFs
unless we determined, ,on an individual basis,
that interconnection mwith such a QF would
result in economic harm to the ratepayer, e.d.,
by bumping economy ,energy purchases off an
intertie. SDG&E has not suggested that any of
these QFs would have this effect: however, it
should raise this issue (should it determine
that the potential for such an effect exists)
no later than £he [line leoss] studies mentioned
above. We w? 1d then expect the developer to

2 802 is limited to QFs that commit to provide firm capacity.
In D.87=~11-024, $02 was reinstated for SDG&E €6 meet its near-term
need for peaking generation. The following four projects were
found to be eligible:z 1) an out-of-service area 80 MW solar
thermal project (Luz Development), 2) an out-of-service area 50 MW
gecthemal project (Freeport-McMoran Resource Partners), 3) an in-
service area/2.4 MW biogass project (O/Brian Energy Systems), and
an out-of-service area 50 MW cogeneration project (Bonneville
Pacific Corp.).

3 In performing these studies, we directed SDG&E to use the same
transmission assumptions and analytic techniques that it uses to
model ¢ impacts from its various other off-system resources
{(e.g., Ltrom San Onofre nuclear plants and purchases. from the
utilitiles in the Northwest and Inland Seuthwest). See D.89-02-017,

page'jﬂ; . ,
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accept an appropriately crafted economic
curtailment provision. 7 (D.89-02-017,
p. 27.) '

”SDG&E shall raise any claim regarding ecomomic

harm to the ratepayer (as specified in /

D.88-04~070) as soon as possible, and in no

event later than this [line loss] study.”

(D.89~02=-017, Conclusion of Law 6.)

In D.89-02-017, we alsc made progisions for project fee
refunds if, as a result of the off-system line loss studies, the QF
finds that its project is economically infeasible.® Finally, to
maintain eligibility for SDG&E’s Soz,/ﬁ:89-02-017 required the QF
to execute its SO02 agreement by August 8, 1989.

B. Ppeti . e . :

On July 12, 1989, Freeport=McMoran Resource Partners and
Bonneville Pacific Corporation (collectively Petitioners) filed a
Petition For Meodification otﬁ?/%Q-OZ-Ol? requesting an extension of
the August 8, 1989 deadline flor executing their S02 agreements.
Petitioners claim that the é&tension of time is necessary because
SDG&E’s delay in the preparation of key studies, negotiations with
Petitioners and prepara%}on of certain ancillaxy agreements has
disabled Petitioners-fgpm executing the S02 within the time
contemplated by D.89-92-017. Specifiically, as of July 12, 1989,
Petitioners claim they have not received from SDG&E a complete
package of the Non-rﬁterconnected Operating Agreement (NIOA),
associated line leég.and ”economiC‘harm” studies;rand p:opbsed '
curtailment provisions.> L

i
/

4 See D.89-02-017, pp. 28~29, Conclusion of lLaw 6.
/ '
S Pursuant to D.89-02-017, Ordering Paragraph 5, SDG&E filed its

$02 on Maxrch 10, 1989. In that document, SDG&E stated its
intention /to prepare and require off-system QFs to enter into an

(Footnote continues on next page) -
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Petitioners also request clarification of the project fee
refund provisions. Specifically, they request that a QF be allowed
to get its project fee back if, as a result of the NIOA (ex
economic curtailment provision), the QF finds that the project is
infeasible. ‘

C. Discussion ,

We arxe dismayed to learn of the deXays in executing the
$02 agreements contemplated in D.89702-013;/ Petitioners clainm that
these delays are attributable solely to SDG&E. We 4o not have a
sufficient record before us, at this gime, to assess culpability.
However, the issues raised by the Po;ﬁtioners-do\indicate the need
to remind SDGSE of its obligation t© 1) meet its burden of proof in
clalm;ng regonomic harm” and 2) negotiate in good faith with off=-
system QFs, pursuant to our pr;dé oxrders.

In D.88-04-070, we clearly placed the burden on SDGLE,
and not the QF, to demonstrafo that interconnection with out-of-
service area QFs will resuL{ in’ economlc harm to ratepayers.é‘_

(Footnote continue:/ﬁrom previous page)
(

ancillary agreement’ (the NIOA). SDGLE described this agreement as
”the analeog to tno/Interconnectmon Facilities Agreement for on-
system QFs”, and,xeserved for the NIOA issues of line loss factors,
prov;smons respecting ”“economic harm to the ratepayer” and ”“the
facilities and procedures necessary to ensure that the off-systenm
QF’s poyer is delivered to SDG&E”. (See March 1.0, 1989 filing,
page 2.

6 D.88=-04~070 was issued in I1.85=11-008, our investigation into
the desirability of power purchases from QFs. located outside of the
purchaser s service area (or outside of California), and the terms
and conditions which should be applied to such purchases.
D.88-04-070 left the proceeding open to allow for case-by-case
review of these issues. Specifically, upon the petition of a.QF
denied an 1nterconnectzon, the Commlss;on will investigate the

(Footnote cont;nues on next page)
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7Absent a utility claim of economic harm,
interconnection of out=of=-service area QFs
should occur without any fuss or additional
requirements by the utility. This means, for /
example, that QFs outside of SDG&E service area
are eligible to participate in SDG&E’s
reinstated $02. Unless SDG&E raises a claim of
economic harm to its ratepayers which is later
upheld by the Commission, out-of-~service/area
QFs should be treated no differently than in-
service area QFs in their efforts to
participate in this reigstated s02. !
(D.88~04-070, pPp. L1=2.) \

We expect any “claim” of economic harm to consist of far
more than the utility’s mereassertionégﬁ/gproblem. Regardless of
where the claim is raised, e.g., before the Commission or during

negotiations with individual QFs, it should be substantiated by
calculations, studies and other forms of documentation at or

Otherwise, out-of-sexvice territéry OFs are placed in an untenable
position: Either they must acdept the utility’s assertions of
economic harm (and resulting /'tigation proposals) at ~“face value”,
or risk missing striet contract signing requirements, losing their
project fee, or both. Thié is clearly unacceptable.

We therefore di%ect~SDG&E to provide to Petitioners, neo
later than August 31, kéae, a complete package consisting of its
NIOA, economic harm and line-loss studies, and proposed~curtailﬁent

(Footnote continued from previous page)

utility’s clai& of displaced economy power oOr other economic harm
to ratepayers.

y ‘
7 Moreover, in D.88-09-067 we denied SDG&E’s application for
rehearing/of D.88-04=070, reiterating the need for SDG&E to raise

concrete/issues of economic harm on a case-by-case basis.
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provisions. We also grant Petitioners’ request for lgp/g;;;
following their receipt of this information within wiich to execute
the S02s. '

SDG&E is expected to bargain conscientiously toward a
conclusion, in a manner consistent with thevgood'faith standards
articulated in D.82-01-103. While petitiong:s' request additional
language to that effect, we believe that California law, as well as
our prior orders, clearly regquire utilities to negotiate in good
faith:

rd

#california law imputes a covenant of good faith
and fair dealing in every,contract. . . . The
covenant requires each party to refrain from
doing anything to injure the right of the other
party to receive the benefits of the agreement.
In addition, the Commission has required
utilities to act in ,good faith in negotiations
leading to contracts with QFs.” (D.89-04-081,
P- 7.) : '

stated in the past, a utility found not to have bargaine& in good
faith will stand in violation of Commission oxders, and will be
open to potential puqﬁéive action by this Commission.”

Finally, with regard to project fee refunds, we agree
with Petitioners tuét the NIOA or economic¢ curtailment provisions
could alsoe affe:;/%roject viability. It would be unfair to put
these developers/at risk for their project fees until the terms of
these ancillary/agreements, and thé results of associated studies,
are known. Tﬁérerpre,'”Interconnéction study”, as used in the

SDG&E is hereii/reminded of this obligation. As we have
1

8 Thig duty was stated in D.82-01-103, when we adopted the
standard offer contract and set the ground rules for negotiations

betweer/ utilities and QFs. See D.8§2-01~103, Concl. of Law 18 and
ordo P r. 28. . . ) ’ .

.82=01~103, p. 106.
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project fee refund provision, shall be construed to include the
NIOA, economic curtailment provisions and associated line/loss and
econemic harm studies.*’ Consistent with the above, we will
modify our orders in D.89-02~017 (see Attachment 1)
Pindi ¢ Pact | o

1. Modification of D.89=-02-017 is necessary to provide off-
system QFs additional time to execute thelr $02 agreements with
SDG&E.

2. Fairness dictates that a utility”s claim of economic harm
consist of adequate documentation, and that such documentation be
presented to off-system QFs in a tlmely manner.

3. SDG&E’s NIOA and proposed economic curtailment provisions
were not available at the time 02/562&2" $02 solicitation and,
like line loss studies, could affect project viability.

4. Petitioners’ proposed/ﬁzo day extension achieve the goal
of allowing off-system QFs sufficient time to xespond to SDGLE’s
proposed ancillary agreements and studies.

1. D. 89=02=017 should be modified consistent with the
findings above.

2. This decision should be made effective today to ensure

/
the timely exchange of information necessary to 1mplement our
directives. /7

20 The applxcable provision is Section IV.B.5 of the QF Milestone
Procedure/ (see Page 9 of Appendix A in D.87-04-039). That
provision clearly states that the QF, and not the utility,
determines whether or not the. project is feasible after receipt of
the relevant information (see Section IV.B.5.b. (iz;)).

Petitioners’ request for zurther clarmfzcat;on -on thms pount is
unnecessary. : ,
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open to potential punitive action by this commission. O

Finally, with regaxrd to project fee¢ refunds,/we agree
with Petitioners that the NIOA or economic curtailmgfit provisions
could also affect project viabhility. It would be/un:
these developers at risk for their project fee until the terms of
these ancillary agreements, and the results .asseciated studies,
are known. Therefore, ”Interconnection st v”, as used in the
project fee refund provision, shall be cofstrued to include the
NIOA, economic curtailment provisions andd associated line loss and
economic harm utudlesell Consistent. ¥ith the above, we will
modzfy our orders in D.89- 02-017 (sde Attachment 1).
Eindings of Fact

1. Modification of D.89=§2-017 is. necessary to provide off-
system QFs addztlonal time tofxecute thelr so2 agreements with
SDG&E.

2. Fairness dictateg that a utility’s claim of economic¢ harm
consist of adequate docupentation, and that such documentation be
presented to off~-systen/QFs in a timely mannex.

3. SDG&E’s NIOX and proposed economic curtailment provisions
were not available the time of SDG&E’s 502 solicitation and,.
like line loss studies, could affect project viability.

4. Petiticfiers’ proposed 120 day extens;on achieve the goal
ot allowxng off ystem QFs suft;caent time to respond to SDG&E’S
proposed ancil ary agreements and stud;es.~'~

10 D.82£01-103, p. 106.

Procednre (see Page 9 of Append;x A in D. 87-04-039). That
provigion clearly states that the OF, and not the utility,
deteymines whether or not the project is feasible after receipt of
the felevant information (see Section IV.B.5.b.(iii)).
‘PetAtioners’ request for further clarxfzcatmon on this point is
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QRDER

IT IS ORDERED that D.89=02-017 shall be modified as

follows:ll

a. Finding of Fact 16 shall be modified as
follows:

l6. It is not appropriate, for purpeses of
this S02 solicitation,/to put QF
developers at risk for their project
fees until the '

73

(Changes underlined-bl“

The following sentence shall be added to
Conclusion of Law 4:

In the event that SDG&E raises any
claim of economic harm to the
ratepayer (as specified in
D.88~04=-070), the QF should have 120
days following its receipt of the last
of/ the Non-Interconnected Operating
Agreement (including associated line
/loss and economic harm studies) and
the “economic curtailment” proposal
within which to execute a power
purchase agreement.

€. The second sentence of Conclusion of Law 6
/ds modified as follows:

/ ’Interconnection study” as used in that

provision should be construed to
include a line loss study for an out-
of-sexrvice territory QF and. if

: Cw o
11 /Attachment 1 restates the Ordering Paragraphs of D.89-02-017,

a ij/ﬁull, as amended by this decision.
,ﬁﬂ‘l'; - | o

-8 -
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” les. (Changes underlined.)

d. The following sentence shall be added’to
Ordering Paragraph 1:

In the event that SDG&E raises any
claim of economic harm to the
ratepayer (as specified in
D.88=~04-070), the QF shall have 120
days following its receipt of the last
of the Non-Interconnected Operating
Agreement (including/associated line
loss and economic harm studies) and
the ”econonic curtailment” proposal
within which to execute a power
purchase agreement.

e. The second sentence of Ordering Paragraph 4
is modified as follows:

7Interconnection study” as used in that
provision/shall include a line loss
study for an out-of=-service territory
QF QDQ /’jx QERJ J'QQDJQ the Non-
inrexconnected Operating Adreement..

< % A

” "
-

(C?anges underIined.)
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£f. The followxng ordering paragraph shall be
added to D.88=-05-074:

For the purpese of this $02
solicitation, by August 31, 1989 SDG&E
shall provide to off-system QFs a
complete package consisting of its
Non-Interconnected Operating Agrcement
associated line loss studies and,
applicable, eccnomzc_harm studie and
curtailment provisian ' :

This order is effcctmve today.
Dated ’ ’ at San F ncafco, Calmfornza.
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ATTACHMENT 1
Page 1

Ordering Paragraphs in D.§9~02-017,
Jified by this Decisi ,
QRDER
IT IS ORDERED that:

1. San Diego Gas & Electric Company (SBF&E) shall execute
Standard Offer 2 (S02) power purchase agreeggnts.with the
qualifying facility (QF) developers, and for the projects,
specified in Finding of Fact 2, on the ¢o éition that these
developers complete any remaining contract signing prerequisites.
For purposes of this S02 solicitation,/the QF developer shall
execute a power purchase agreement B;ior to or concurrently with

its Interconnection Facilities Agreement with SDG&E (if applicable)

but not later than 6 monthsvafteg/%he effective date of today’s
decision. 2 i i & i

2. SDG&E shall e#iculate a new capacity price table
applicable to the S02 contracts specified in Ordering Paragraph 1.
The table shall be for a single block of 182.4 megawatts but shall
otherwise use¢ the same assunmptions as the table shown in SDG&E’s
$02 solicitation. The new table shall show the last year for
coming on~line as/1993. | |

*Changes/additions are noted by underlined sections.




: .
(R

A.82-04-44 et al. ALJY/MEG/btr -

ATTACHMENT 1
Page 2
: et teans .

3. Forxr purposes of this $02 solicitation, an out-of-ggrvxce-
territory QF shall have up to 6 months after the power purchase
agreement is executed by both parties for the QF to finalize a
wheeling agreement, and this deadline shall become an additional
milestone. Missing this milestone shall result in forfeiture of
the QF’s project fee. SDCEE shall modify the reingtated S02 in its
April 22, 1988, compliance filing accordingly.

4. SDG&E shall substitute the project fee refund provision

" in the current (Fifth) Edition of the QF Milgstone Procedure in

place of the refund provision in its April/?Z, 1988, 502 compliance
£iling. “Interconnection study” as used in that provision shall
include a line loss study for an out-of;g@rvice territory QF and.

5. SDG&E shall file modifications to its April 22, 1588, SO2
conmpliance £iling, as specified in/%rdering Paragraphs 2, 3, and 4,
with all appropriate conforming.cﬁanges, within 30 days of the
effective date of this order. o

6. For purposes of this’ 502 solicitation, SDG&E shall
complete a line loss study w“@hin 30 days after the out-of-service-
territory QF has rgqueste%/such a study and has provided any needed
information beyond that aXready included in its project definition.
SDGSE shall raise any claim regarding economic harm to the
ratepayer (as specified/in D.88=-04-070) as soon as possible, and in
no event no later thgﬁ’tnis study.




