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and necessity authorizing
participation in California-
Oregon Transmission Project.

In the Matter of the Applicatioen
of Southern California Edison
Company (U 338 E) for a
certificate that the present and
future convenience and necessity
require or will require Edison to
invest and participate in the
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applicant’s share of a 500 kV AC
transmission line starting at the
California=-Oregon border and going
through Alameda, Colusa, Contra
Costa, Glenn, Merced, Mecdoc,
Sacramento, San Joaquin, Shasta,
Siskiyou, Selano, Tehama, and
Yolo Counties in California, known
as the California-Oregon
Transmission Project.
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(Filed August 31, 1990)

In the Matter of the Application
of San Diego Gas & Electric
Company (U 902 E) for a certificate
that present and future public
convenience and necessity require
or will require SDG&E to
participate in the construction
and operation of a 500 kV
transmission line from Southern
Oregon along the existing Malin-
Meridian 500 kV transmission

line to central California near
the Tesla Substation, known as the
California-Oregon Transmission
Prodject.

Application 90-09-001
(Filed September 4, 1990)
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A.50-08-066 et al. COM/CMW/jft *

Subject

GLOSSARY .evevsse
OPINION +.esvucnn.

Procedural Background cestecrnrannsrrans
A. The Residual’ Alr Pollutant Cost Issue’
B‘

Motion to Strike DRA’s and IEP’s Testimony on . ., -. . . .7
Residual Emissions Costs .c.ocvvnnnan, P AP
A. Positions of the Parties D A A

B. Discussion ..c.cceevecccceseacns cesseresanan

Will COTP Be Built If the Applicants
Do Not Partzclpate- T T
A. Positions of the Parties .......
B. Discussion

Pacific Northwest Capacity Availability - ceerrrrenes
A. Positions of the Parties ....cceeeesnccsss vereceen
B. Discussion ..

Cost=Benefit ANALYSiS ceeevcrccccsccnnss
A. South of Tesla Issue ....
B. The CDWR and SMUD Contrac¢ts ......
1. Positions ¢of the Parties .......
2. Discussion

Benefits Which are Difficult to Quantify .....
A. Positions of the Parties .
B. Discussion .. receceos

Cost Effectiveness of IOU Participatien in COTP
A. Edisen
B. PG&E .....
C. SDG&E




A.90-08-066 et al. COM/GMW/Jft *

Subiect

Petition to Set Aside Submission ....ceeeeccccciecccsncnes
Applications Are Denied ........

Findings of Fact ...

Appendix A, List of Appearances’

Appendix B, COT Project Participants
Appendix ¢, Project Map =~ '~ S
Appendix D, DRA Availability Arguments’ =~




A.90-08-066 et al. COM/GMW/jft

GLOSSARY '
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SUMMALY

The California-Oregen' Transmission. Project (COTP) is an .. o
extra high voltage electric transmission line (EHV 500 kV)- proposed
for construction extending from the California-Oregon'border: te the
existing 500 XV lines in the vicinity of Pacific Gas-and Electric
Company’s Tesla substation in Alameda’ County. It involves: ailarge .
number of co-participants, including the Transmission Agency of
Northern California (TANC), the Western Area Power Administration
(WAPA) , several Califormia cities, irrigation districts, California
Department of Water Resources (CDWR), utility districts, and:. -
Pacific Gas and Electric Company (PG&E)’, the Southern California
Edison Company (Edison), and San Diego Gas & Electric 'Company = i
(SDG&E) . COTP has a planned transfer capability of 1,600 megawatts -
(MW) with a scheduled operation date of ‘December 1992. The- - '
estimated project cost is $414 million. : LT

. Applicants, PG&E, Edison, and‘'SDG&E, (collectively the:
investor-owned utilities or IOUs), each seek a certificate of -
public convenience and necessity authorizing it to participate in
COTP. We have concluded that the request must be denied. The
Applicants have failed to demonstrate that the project will be cost
effective under the economic and resources assumptions provided in
the record of this proceeding. In-these circumstances we are not -
convinced that there will be sufficient power available in’the =
Pacific Northwest over the life of the project to support investor-
owned utility participation and assure’ the flnanCLal lntegrlty of-
the pro:ect. : ‘ T

COTP is a joint participation project among  TANC,.WAPA, =
the cities of Anaheim, Azusa, Banning, Colton, Riverside; and
Vernon, Edison, PG&E, and SDG&E, "and CDWR, 'several irrigation and - "
utility districts (see, Project Participants, Appendix B). -

-
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Throughout this opinion the partlczpants -othexr than the IQUs are
sometimes referred to as the “munis.” COTP'entaxls construction of

339 miles of 500 kV alternating current (AC) transmission line and |

supporting facilities (see, map, Appendix C). . COTP will.

(1) connect to a six-mile segment of 500 kV transmmssxonhllne te be .

constructed by the Bonneville Power Admlnzstratlon (BPA), whzch
will extend from the proposed new Captamn Jack Substatlon in

southern Oregon to the California-Oregon borxder, continue south for o

142 miles, and interconnect at the proposed Olinda Substatlon near
Redding, Califormia:; (2) upgrade WAPA’s 230 XV llnes to 500 kV for .
approximately 170 miles, from Redding to a point near. Sqq;amento,‘
(3) construct approximately 20 miles of new 500 kV transmission .
line from a point near Sacramento to the Tracy Substation: and .
(4) construct seven miles of new 500 kV line from Tracy to an -
intersection with the existing Tesla-Los Banos No. 2 Line. .- COTP
will terminate at the Tesla Substation in eastern Alameda caunty.
COTP has a planned transfer capability of 1,600 MW, with scheduled
operation in December 1992. Construction of COTP by the current
participants started in mid=-1990. Financial arrangements for
constructing COTP have been completed and $283 million of. bonds
have been issued and $250 million in commercial. paper has.been.
authorized. The total estimated project cost is $414 million.. =

The proposed COTP 500 - kV AC line-will add a-third 500 kV
AC transmission path between the Pacific Northwest (PNW) and. .

California on a right-of-way that is separate from the two-existing. --
AC lines. It will be integrated with the existing Pacific Intertie

facilities. The combined transmission capability to-the PNW in

1993 with COTP will be 7,790 MW measured at the California-Oregen. |

and Nevada-Oregon borders. S lemr e e

. By ALJ ruling, the three applications were.consolidated..
into one proceeding and a prehearing. conference was-held..- . .-
September 19, 1990.- . .. ‘
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Varlous issues were ralsed durrng the first prehearzng
conference regardlng both the scope of the issues ‘in the" proceedlng"“:
and the schedule. As a result, the ALY lssued a procedural‘”J R
schedule and tentatlvely identified the lssues to be heard and’“"‘
matters that would not be consldered. ‘ - o ‘

The ALJ set October 9, 1990 as’ the date for submission of
protests in accordance with Article 2.5 of the Callfornla Publlc c
Utilities Commission’s (CPUC) Rules of Practice and Procedure.
Protests were received from Division of Ratepayer Advocates (DRA),
Independent Energy Producers (IEP), Southern California Gas SR
Company, Toward Utility Rate Normalization (TURN), Gregory H.
Bowers, and Positive Resolution of Powerline Problems (PROPP). The
ALJ further ruled that these tentative flndings would be made rinal
at the prehearxng conference on October 16, 1990, convened for the -
specific purpose of settlng the 1ssues to be neard and determlnlng
the relevance of protests. |

Hearlngs commenced on November 26, 1990 and concluded
December 13 1990. Briefs were flled January 11, 1991. -

DRA contends, and we agree, ‘that at the threshold we mustfl:

decide whethexr the pres:dlng ALT was correct in his rullng to
strike substantial portlons of DRA's and IEP’s testlmony. d”"

The stricken testlmony concerns two issues: o
(1) incorporation into the economlc cost-efrectlveness andlysms of
the costs of changes in residual emlss;ons of azr'pollutants"
associated with COTP, and (2) analys;s of‘the costs of a ”no o
project” case which assumes COTP is not puilt. '

A. wwmmEﬂe

In lts cost-effectlveness analysms, DRA lncluded a:
detailed review of the costs and benefits assoclated w1th the _
Applzcants' part;clpatlon in COTP. DRA also analyzed the changes |
in residual emissions of criteria air pollutants Ln three case
scenarios: a no~COTP, a muni-only COTP, and a full partlczpatlon'
COTP cases. IEP included similar analyses in its prepared
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testlmony., Ihese analyses purported to show that IOU partzclpataon“m
in COTP would result in sxgnaflcant anreases in the socaetal costs ;"
assocaated wrth such pollutlon. DRA also purported to show tnat 1f h

these economic externalities were captured in the analys;s, lt

would reduce the cost-efrectavenes° of COTP compared to alternate
sources of energy. Edison filed separate mot;ons to str;ke both

DRA’s and IEP’s testimony regard;ng the amount and value of
residual environmental effects of COTP. The ALJ granted both
motions. o | o ‘ - S ‘

B. The Ne=COTP Case L R

DRA,routhely performs a ”nofproject” analysas Ln
reviewing CPC&N applacatlons to create a, baselane agaanst whach the
econonic penefits and costs of tne proposed project can be' .
measured. Without a no-project analysas, it is often analytlcally
impossible to tell whether or not a proposed project w111 have net
benefits. Both DRA and the Appl;cants performed no-project
analyses of COTP assuming that COTP. would not be built. DRA’S
analysis concluded that particxpatzon in COTP by both PG&E and
Edison would result in net costs to ratepayers compared to their
not participating. ,

DRA and the IOUs also prepared analyses comparlng a rull
partlcapat;on scenario to a mun;-only COTP scenarao (a case where
the mun;c;pal utility part;clpants in COTP buald the l;ne wathout
IoU partacrpatlon). However, the IOUs chose to compare thelr
participation only agaanst the munr-only case., Edason then moved
to strike the no—project scenario.  The ALY denaed the motlon
stating that he would take testlmony on the assue or wnetner coTP
would be built regardless of the IOUs’ particapataon. A!ter

hearing testlmony the ALT made nis zindang that COT? would be bualt j;

regardless of the IOUs’ partac;pataon, and struck tne testamony
concerning the no-project scenario.
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”Residual.emissions”"arebthosg.emissions‘otwair
pollutants created or displaced by an energy -project assuming all
requlatory standards have been met. Even when a power plant is--
complying with state and federal air quality regulations (and CEQA
requirements, if any), it still will emit air pollutants. Some
plants and projects emit more pollutants and some less. The jargon
7mraluing residual air emissions” is a.technical way of reflectiﬁg
the relative dirtiness oxr cleanness of various competing sources of
electricity. ' S S

The basic principle behind residual air emission values:
is described by the California Energy Commission  (CEC) in its 1990
Electricity Report (ER): - ' S

The theory of this approach is that even after
an electric power plant has met all applicable-
air quality rules, such as BACT [Best Available
Control Technolegy] and offset requirements, -
the plant’s remaining (residual) emissions-
continue to impose costs on soclety. If the
utility can reduce those residual emissions,
the reduction provides a benefit to society.
Thus, if a new plant can displace an existing
plant’s emissions, the “benefit” derived from
that reduction should be accounted for when
determining the cost-effectiveness of the new
resource. '

In its ER-90 report, the CEC approved specific residual emission
values as appropriate for Edison’s resource planning:




A.90-08-066 et al. COM/GMW/3ft w

Table 1

The CEC’s ER=90 Residual Emissions. Values:
(1987S/Tonn) (From Exhibit lSS‘at‘S-Q)

NOx $11,600 ' ' $2,700"
SOx: 11,500 .. 1,000,
ROG , 3,300 , ‘ . 300, .
PM10O 7,800 ‘ © 8007
Carbon ‘ S 26 T 26

IEP'used the CEC’s values in zts str;cken test;mony. DRA_
used different values. | e A

The amount of emlss;ons ln tons 1s an ourput of the ‘
production cost simulations used in resource plann;ng. In the case,
of ER-90, the CEC developed NOx numbers as an output, from the ELFIN
production cost-model. Feor thls COTP proceedinq, DRA.used the
SERASYM and SERAM-2 production cost models for both the economzc
analysis and the NOx estimates.l Lo CE
Motion to Strike DRA’s and IEP’s

A. PRogitions of the Parties
DRA and IEP contend that—the ALJ erred Ln grantmng
Edison’s motions to strike both DRA’s and IEP’s test;mony on
residual air gquality costs and benef;ts. According to DRA, the ALJ
rulings violate Public Utilities Code Section 701. 1, and are
inconsistent with Edison’s position in other proceedlngs, the
Commission’s current policies, and the CEC’s recognition of

1 NOx and SOx refer to nitrogen oxides and sulfur oxides,
respectively. ROC refers to “reactive organic gases.” PM10 refers
to particulate matter less than 10 microns in diameter (dust).
Carbon refers to carbon generally:; the main source of carbon in
energy emissions is carbon dioxide which is included neot because it
is a criteria pollutant, but because it is the principal greenhouse
gas.
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residual environmentalvcoctsoanofbene;its in ER790”andmotner .
proceedings. . . L ”i ':”J““'fu
Applzcants contend that the ALJ s rulxngs were proper )
because costs and benefits associated with air quality are =
envirenmental issues which should have been ralsed durzng the |
EIR/EIS process, and that %o allow these ;ssues to be. ra;sed in
this proceeding would be contrary To CEQA. In addlt;on, PG&E )
arques that applacatzon of Public. Utrlrtaes Code Sectlon 70%. 1 to
this case would constitute retroactive applrcataon of the statutev_ _
and would be contrary to the legaslature s Lntent Flnally, Edlson '
and CEC assert that there is no legaolatlve mandate to apply
Section 701.1 to this proceed;ng.A.

B. Discussion :
There are. twe dlst;nct arguments concernlng tne ;‘w“
application of Section 701.1 in this proceedlng. The r;rEt'as the‘:_‘
contention that we are precluded by law. The second admzts the |
Commission’s legal authority xo apply Sectron 701 1 but asserto‘ .
.that such application would not be prudent. We reject both. .
Public Utilities Code Sectaon 701.1 was approved b& the
Governor on September 28, 1990, prlor to the commencement of .
hearing on November 26. It became effectlve on January 1, 1991
after the close of the ev;dentaary record on December 13, 1990.2‘
The legislation adoptlng Public Utilities Code Sectaon 701.1 also
added Sectioen 25000.1 to the Public Resources Code. The two
sections require electric and gas utilities to make it a principal
goal to minimize the cost to society of reliable energy services,
to lmprove the environment, and to encourage dlverSLty of energy -
resources. The legislation also encourages utilitaes to seek to' _
exploat all practzcable, cost ertectiver and reliable conservatronlhgx‘

p—_—

2 Deer;ng’s‘1990 Cal.Av. Leg Serv., cn._147s AB 3995 (1990
vel. 7, pp. 6164-6165). IR _ ’ -

SO VRO
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and efficiency improvements.  Lastly, the legislation Fedquires the- '~

Commission and the CEC, in determanang cost effectiveness of energy Y

resources, to include a value for any costs and benef;ts*to the
environment, lncludlng air quallty. Co SR -

AS is evident from the chronology, the- leglslature was - T

conducting the publ;c pusiness on a timetable whlch partlally
paralleled the processlng of the applacat;ons in the instant
matter. We are now asked to decide whether those applzcatlons may
be subjected to the requlrements of a statute which was "enacted but -
had not achieved an effective date pr;or to the conclusion of the :
ev;dentaary submission without’ orfense £o notions of zundamental
fairness. The issue is amportant. It has arisen on’ prev;ous o
occasions and is likely to be encountered in the future. In our
view, it cannot be answered wzth a categorloal ”yes" ox an
unconditional “neo.” ' ' ot e

A negatxve answer would be approprlate i leglslation
altered the requlrements which an appllcant would be requlred to'
establlsh and ;ntruded upon the admanmstrat;ve proceedlng at a
point in time in which the appllcant was deprived‘of an’ opportunlty
to meet that burden. In such circumstances, due process would -
require that the decision maker either deem the applloant exempt
from such standards or reopen the record so as to accord the
parties an opportunaty to satlsfy‘the newly artxculated burden. on

3 The ALJ excluded the DRA's and IBP's submassaons relating to -
residual environmental costs and benefits because the issues raased
were “environmental” which should have been considered in the :
EIR/EIS prepared by TANC and WAPA. . (Proposed Decision at
PpP. 13=-21.) Such a view does not accord with our understanding.
There are fundamental differences between the analysis of
environmental effects performed pursuant to CEQA and the cost-
benefit analysis required by Section 701.l1. While nothing would
prevent the analysis required under Section 701.1 .£rom being.
undertaken as part of the environmental review process, Sectlon
701.1 imposes requirements distinct from those of CEQA."
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the other hand,-if the impact of the. legislation. did -not alter the. L
nature of the showing required of .the applicant, .ox. merely d;rectedhx;
the decision maker to accorxd rev;sed weight to matters already 1?7.-
the record, the applicant could not complain that the. publlc

business was executed according to the most recent*y fermulated

articulation.of the public interxest. N -
Such a view is in. accord with dec;s;ons of. our Supreme

Court. In‘_wmwmmﬂssw _
Cal. 3d 858 (1984), the.court deemed the matter governed by the .
concept of equitable estoppel. Marshalling precedent the court.

declared:

Thas is a principle of equltable estoppel which .
may be applied against the government where ‘
justice and fairness require it...

An equitable estoppel requiring the
government to exempt a land use from a
subsequently imposed regulat;on nust include -
(1) a promise such as that implied by a
building permit that the proposed use will not
be prohibited by a class of restrictions that
includes the regulation in question and
(2) reasonable reliance on the promlse by the
promisee to the promisee’s detriment...
Appellants here cannet have a vested right
unless and until both of these elements of
estoppel against the government are
established. 4
Id., at 866=67.

The applicants have established neither of the criteria
demanded by the Santa Monica Pines court. The record is devoid of
any express or implied promise that prior Commission criteria or

- T

a’.\ -

4 For a recent case Lllustrating an’ applxcation of- thls -
equitable estoppel.doctrine see, Hecximﬂmns_cmp.am.zm.._&
city and , 215 Cal. App. 3d 438 (1989). . -
Estoppel in the face of a vested right is also extensively . L
discussed in Spindlex Realfy Corp. V. Monning, 243 cal App- 24 -
255, 263-69 (1966). DR
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Section 701.1 would net be utilized in-determining-whether-a CPC&N -’
would issue. -The consideration of costs-and-benefits-of residual™ ~o-

environmental effects mandated by Section 701.1 could net possibly
have taken the applicants by surprise. Indeed, the’ statute-merely
codified established Commission practice. Prominent among the -
recent examples of such an analysis are the reception of the '
application for the Devers-Palo Verde II transmission line-:
(A.85=12-012) and the Biennial Resources Plan Update proceeding
(Update, I.89-07=004). Nor were applicants denied an opportunity -
to meet the requirements of Section 701.1 and Commission precedent-
during the course of the evidentiary proceeding before the ALI. -To
the contrary, they were confronted by evidentiarY"submissioﬁs on
these very points; subm;ss;ons which they ‘actively. sought to
exclude.® : o : ~ _

The argument that a permissibla utilizétion(érlg
Section 701.1 would be imprudent is quickly dispatched. The
content of that statute plainly embodies the values. and’ goals first
articulated in Commission proceedings and thereafter embraced by
the elected representatives of the pecple of California.  No
provision of the statute exempts pending applications, and the
applicants have cited nothing in the legislative history-which
would warrant the conclusion that the legislature intended that

5 We also note that the California Energy Commisszon has
recognized and embraced the relevance of these issues to electric
resource planning in its own ER-90 proceeding. The CEC urged the
Commission to apply ER~90 in Phase 1B of the Update. We are thus
perplexed at the CEC’s inconsistent submission before our ALY that
an application of the approach it espoused in ER-90 to this matter
*would be extremely premature...” (CEC Concurrent Brief, p. 23.)

In essence the CEC is urging the Commission to ignoxre ER-90, a well
considered work product characterized by the Independent Energy ‘

Producers as “the abandoned child of the CEC.” (IEP‘Comments, p. 5)

This we decline to do.
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.these matters be stayed with respect to part:.es -Who could ey

demonstrate no prejudice by their application. = [T 7.0 MﬂLMT‘“‘“

Although the CPUC finds that the ALJT-erred in.excluding
DRA’s and IEP’s testimony on these issues, it cannot now .include _
that testimony in-the record because of: the time constraints of the...
Permit Streamlining Act. (Gov. Code §§ 65920 et.-seg.) The motion .. .
to strike was granted prior to any cross-examination on-the . .
testimony. We would have to reopen hearings in order to admit the .
testimony. Further hearings in this:proceeding are not p0551ble.;f -
the Commission is. to issue a final decision prior to the “deemed
approved” deadline. (Gov. Code § 65952.) S .

The burden of proof justifying the issuance of a.
certificate of public convenience and necessity  (CPC&N) is .clearly
on the Applicants. (See, e.g., Re _San Diego Cas and Electric Co,
(1988) 27 Cal. P.U.C. 407, 410.) As part of that shewing, -
Applicants must prove that the project is cost effective. - (Pub. .
Util. Code §§ 701.1 and 1102.) Because there is no record on. whxch e
to base a determination of residual eavironmental costs and. ..

benefits, we conclude that the Applicants have not: carried. their:

burden of proof on the cost effectiveness of the project under
Public Utilities Code Sections 701.1 and 1102. o e
In making their motion‘towst:ike) Applicants assumed the
risk that the ALY ruling would be reversed. When the: ALY granted - .. -
Applicants’ motion, he warned the Applicants that the Commission
could reverse the ruling and reopen the case. Asked whether the
Applicants were willing -to take that risk, attorneys for Edison and
PG&E answered that they were. (Tx. Vol. 8, pp. 902-9503.) - The =
Commission cannot now recpen hearings.  We are left-with-.an - -
incomplete record, making it impossible fox the Commission to . - -
comply with Section 70l1.l. We therefore find that Applicants have
failed to make the requisite showing under Section 701.1l. . - . -
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Will COTP Be Built If“the-- -~

At the prehearing conference Applicants moved:to.strike
DRA’S prepared testimony concerning the no-project:scenariolon-the’ .7
ground that COTP would be built by the municipal participants:-. ,
regardless of the participation of the Applicants. Eliminating the: -
no-project scenario would also eliminate the.issue of need:for the. -
project (as distinct from need for the Applicants’ participation in
the project). The ALJ held that the .issue of whether COTP would be .
built if the Applicants do not participate would be ruled:on only.
after evidence was taken and would be heard first. .Both Applicants-:
and DRA presented testimony on this issue. T

A. -Position of the Parties - ' Sl
“Applicapts - .. .. - IR T Lo
On behalf of Applicants, the. Executive Director.of TANC 7.
testified that COTP-will?be“built_irrespectiVeuotnthetpart;cipatienryﬂ
of the Applicants. He testified that TANC had completed financing.. ..
arrangements for COTP and that construction had begun. = $283 o .
nillion in revenue bonds has been issued and $250 million in I
commercial paper has been authorized.” He said that TANC’ s
financing arrangements were structured such that COTP can be -
completed even if WAPA and TANC:-are ult;mately the enly '
participants in the project. ! '
DRA’s witness asserted that there was a likelihoeed that: ..

COTP would not be completed without IOU participation. - He’
adnitted, however, that the probability associated with DRA”s :
contention was difficult for DRA to: measure. - He 'said :that PG&E and "~
TANC could not reach agreement regarding interconnection necessary
to afford a 'scheduling path to the sexrvice area to ‘each TANC -
participant. If agreements are not reached, the project could be*ﬁjv
¢cancelled.
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On . cross—examination he admmtted that he did not know
what agreements and what physzcal 1nterconnect1ons exzsted betWeen'
DGSE and other TANC members. He testified that he thought there'
was uncertaihty over whether TANC has the flnancmal resources to‘
finance COTP should the IOUs not participate. He said that TANC
may not be able to obtain long-term financing for the IoU shares
represented by the $250 millien in commerclal paper, and that the
Sacramento Municipal Utility District (SMUD) is financially
unstable. As TANC’s largest member, DRA’sS witness said, SMUD could”'
bring about a “death spiral” through its efforts to el;m;nate the
deficit resulting from the write-off of Rancho Seco.j S

TANC’s Executive Directeor d;sputed each of DRA'
arguments, pointing out that since TANC’s revenue bonds were B
insured and issued on the basis that TANC would flnance the ent;re
COTP if necessary, there was clear proof of TANC's_flnancmng_
ability. He testified that TANC had begun construction, ‘had.
financing in place to complete the project, and was in the process
of negotiating suitable arrangements w1th PG&E to prov;de the
necessary transmission services whether or not PG&E lS a 1mu
participant. .

B. Discussion

‘At the concluszon of the test;mony on th;s 1ssue, the ALY
stated that he was persuaded by the evidence that COTP will be/:.‘j
built by the municipalities even if the IOUs do not part;c;pate. _
We agree with the ALY. The evidence is persuasive. These are the
uncontroverted facts: (1) project construction began in June 1990;
(2) TANC has issued $283 million in tax exempt revenue bonds; and
(3) TANC has authorized the issuance of up to $250 million in
commercial paper to finance the construction of COTP.

We are well aware that no one can predzct future events
with certaznty. We must decide cases based on the—evzdence
presented. Certalnty is not possxbleu it is the welght of the -
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evidence that counts and the ev;dence Ls convznc;ng ‘that COTP'wlll J

be built regardless of the partzcxpatlon of Appllcants.

our conclusion that COTP will be bullt even lf the IOU’
do not participate does not necessarmly mean that the evzdence o
regarding the no-projeot alternative should have been excluded.“ :td f
would have been appropriate to admit the evmdence in order to T
provide a baseline for cost comparloon. However, since we do not
find that this evidence is erucial to our deczszon, ‘we w11 not
address the ALJ‘s rullng. ) _ '
Pacific Noxt) ¢ o ity Availabili

Integral to our determ;natlon o: the need for IOU
participation in COTP is a determination of the avazlab;lzty of PNW
capacity. Surely if we are not con:;dent that capacmty is .
available, we should not authorize ut;l;ty part;c;patxon in a’
project whose cost effectiveness is dependent on capacity
benef;ts.s_ These capacity benefits are based on the assumptzon i
that Applicants will purchase capacity over COTP from’ the PNW,
permitting them to defer or ellmxnate planned goneratxon projects.

A. Positions of the Parxrties

The Applicants argue that there is ample PNW capacity.
They state that the Joint Study based the availability of PNW ,
capacity on conservative assumptions and that there would be more
than sufficient capacity to fill both the existing 1ntert;es and -
the COTP.7 With respect to energy, the Appllcants clalm the

6 In its applzcatlon, PGSE claimed $35—m111;on in’ capac;ty
benefits (PG&E Concurrent Brief, p. 40), Edison claimed $152.6"
million stand-alone and $242.7 million merged in capacity: benef;ts
(Edison Concurrent Brief, p. 37) and SDG&E claimed $3.57 million in
capacity benefits (SDG&E Concurrent Brief, p. 7).

7 Edison Concurrent Brief, p. 26; PG&E Concurrent Brief, p. 48.
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. Joint Study.- chose to. use.a reasonable forecast between. the med;um-

low and medium=-high forecasts of the NPPC.‘
Since construction of COTP. was conce;vcd, DRA notes, the

IOU’s need for additional transmission capac;ty to. the PNW has .
decreased. Upgrades to the existing. Intertle have increased the‘
IOU’s firm entitlements to capacity by more tnan partzc;pat;on Ln
COTP would. Exchange agreements have also xncreased 10U capac;ty
rights. DRA argues that since COTP was or;g;nally conce;ved dn o
1984, the availability of PNW power has decreased. It also argues '
that price savings associated with PNW energy have decreased.

These trends, DRA states, are l;kely to contlnue.?‘w

IER -

IEP states that the Applicants seriously overestimated
capacity availability from the. PNW so utility capacity benefits
should be significantly discounted.. IEP points out what it .
pelieves te be. several omissions and shortcomings in.Applxcants ‘

. showing: | - S
' ° Applzcants assume the Northwest's alum;num
industry would be ;nterrupted to supply ‘
power to California;

Applicants assume a 66% capacity factor fcr
new Northwest. resources, adopting a BPA
assumption over an 80-87% capacity facter
applied by NPPC;

App;;canto assume new Northwest resources. -
would not requlre any reserve margln.

Applicants assume no line losses.

8 See Appendix D for, abbrevzated DRA»arguments excerpted trom,
DRA Concurrent Brief. - y , .

PP o, - e
Lt Ao .o OIS ‘. e
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Once IEP makes its adjuotments to Appl;cants' showzng,

in the long term over COTP.9
IEP discusses two qualltatlve issues relating to the
estimate of available capac;ty. ‘It states that Applicants-assume

that none of the summer capacity Applzcants claim is- avallable w1lI

be used by California’s competltorf in the Dasert Southwest. IEP
also believes that Applicants err in ;gnormng ‘the Northwest’s

growing reliance on California winter-energy and the impact of that’
reliance on summer capacity available for sale by the Northwest to"

California, thus lncreasmng the uncertainty ot the IOU's capaczty
availability numbers. IR ' - ' o
Bowers
Mr. Bowers, an engineer, also challenged the’ Joint
Study’s conclusion that there would be more than sufficient’™

capacity available to £ill COTP, as well as'the existing interties, "
over the life of the project. He challenged the Joint'sth&f/on’the

same grounds as IEP. He also argued that the Appllcantst analyszs
erred in several other Ways by-'~~-

o including resources not ava;lable dur;ng
summer.

apply:ng an zncorrec* ava;lablllty factor to
large coal plants:; . : ;

assuning average weather condltlons ;n the
northwest; and,., et oL aet

omitting plant mamntenance. o

o

9 See Opening Brief of the Independent Energy” Producere;;ﬁ_ﬁffﬁ S

Association, p. 8, for quantitative analysis.

_

the figures indicate that no capacmty will be-available” to the IOUs“i?
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. In his cp;.n:.on there will be 2497 Mw to 392:1. MW of surplus capac:.ty
available in the Northwest in 2009. gt

B. Djﬁﬂlﬁﬁj on - C o :.. S RS Ve e RS

.. We are -convinced by’the‘téStiﬁony“of:Dﬁﬁ;ﬁizﬁﬁandeowers
that the Appllcants have overstated PNW capacxty benerzts-- “IEP and
Bowers note several deficiencies and omissions 'inthe Applzcants
testimony regarding PNW capacity availability. When capacity::
numbers are adjusted for these factors, they clearly indicatg.there
will neot be enough surplus capacity ava;lable for IOU. CoTP" m
partlc;pants. We make the following adjuatments to the Appllcants

Joint Study analys;s for September oz 2009-
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September 2009 Surplus Per Appl;cants.wf““f 7, 469—8 243 mwl°

Adjustments (subtractions from available capacxty) 11
- No Interruption of DSI Before CA -1, 27 9 MW12
Nonexportable Additions: s e 400 MW, 5
Maintenance Reserves - . .- .. . .. . .-= .500. MW14;
Transm;ss;an Losses ‘ o T 420 Mw '

Total Adjustments .. . o ; 2‘522 MW

" capacity Remaining After Adjustments 4 870 5, 6491§W"'““

Firm Capacity of Existing Lines - . ... 5,680 MW"
Less Unused Portion of LADWP _ 716 MW
Existing Line Used for Capacity B e 4,964-"MW-.
Surplus Capacity Available for COTP . 0=685 MW, .
Municipal Share of COTP Firm Capacity 748 MW
Capacity Available for the IOUs oMW

Therefore, while we find PNW capacity available, we do
not find enough available to support IQU participation in the
project.

11 Opening Brief of IEP, p. 8.

12 Bowers.

13 The analysis of reserve margin offered by IEP is more precise
than Bowers’. It estimates the reserve margin based on the margins
for each potential resource. Therefore, we will adopt the
adjustment procedure used by IEP., However, since we do not support
IEP’s use of a higher capacity factor, the amount of maintenance
reserve should be roughly 500 MW.

14 Bowers.

15 7,180 minus 1,500 MW firm COTP (Exhibit 9, p. ¢-V=17).

16 TANC and the Scuthern City owners of COTP own 49.8% of COTP
(Exhibit 9, p. C=II-~4l) or 748 of the 1500 MW of firm capacity.
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— :.! 2 J .
| The three Appllcants and DRA presented cost-benerat )

analyses to determine if it is ecenomacally feasxble for the IOUs
to participate 1n COTP. DRA made its analysxs under varylng
assumptions: (1) that COTP would ng; be built wmthout IOU '
partlcapatlon, (2) that COTP would be built w;thout IOU
part;capatlon, and (3) that out-of-state emass;on costs should be
included under assumptions 1 and 2. Because o: the rulang whxch
excluded testamony regard;ng out-of-state emissions and the t;me
constra;nt we face under the Permit Streamlanlng Act, our
discussion is necessarily limited. Twe meortant aspects or the
cost effectiveness analysls in the record concern whether CDWR and
SMUD will have to return 500 MW of PNW capaczty to the IOUs in 2005
and whether the cost of south of Tesla reinfercements should be
included in the analyses. Because these two items play such an
important part in DRA’s analysis, they will be consmdered '
separately. o L

' . The termination point of COTP is near PG&E's Tesla o
Substatlon in Northern Calzrornaa. To brlng COTP power to Seuthern
California, PG&E must dellver lt to its Mldway Substat;on about 200
miles south of Tesla. In order to prov;de £irm transmasslon
service to customers in Southern Calmtcrnza, certain upgrades must
be made in PG&E’s transmission system at the time COTP is bullt.,h,
These upgrades are Xnown as the ”Initial Re;nforcements,” and wzll ,
cost approx;mately $12 million. No. one dasputes the need, nor the .
costs, nor the cost allocataon o: the Initial Relnrorcements.

In additlon to the In;tlal Re;nzercements, the partles
have 1dent1£1ed the potential need for lncreased transmlss;on
capacity between Tesla and Mldway. The prov;sion o: thzs,
transmission capac;ty wall result in costs,to PG&E, elther by

(a) requiring PG&E to cperate some of. its plants in a noneconomae o

manner (”m;tlgat;on”) to get around transmxssaon constralnts ln the .
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San Joaquin Valley, ox (b) to make s;gnlf;cant capztal add;tlons o
its transmxsszon system between Tesla and Mldway substatrons, or
both_ - o A -A-,.. n,'./ ‘

DRA assumed that the Los Banos-Gates llne would"be bullt"
in 2008 as a proxy for actions PG&E would have to take. The - |
Applicants assume zero addltlonal costs for any South of Tesla

mitigation or construction durlng the entire 40-year’ study perzod.lﬂ.
The construction of the Los Banos-Gates line, or its surrogate, ls”y‘

referred to as the Soutn-or-Tesla Relnforcements (SOTR).

DRA’S brief frames the SCTR issues as follows- ) when'ylm

will PG&E have to~beg1n dispatching its plants in an uneconom;c

fashion to avoid curtalllng power deliveries of COTP power to TANC

and Southern Califormia utllltles, (2) when Wlll 1t become less ;
expensive for PG&E and the Southern Calzfornla utllltles to make

further capital additions than to continue the uneconomlc dlsPatch,,_

of its system, (3) how will the costs of these addltzons be ) '
allocated between PG&E and other COTP partlcxpants, and (4) are
these costs properly considered part of COTP.

Addressing the fourth issue initially, DRA, TURN, and IEP

all argue that the costs of the SOTR should be lncluded 1n a cost-
effectiveness analysrs of the COTP project costs. The Applicants,
on the other hand, argue that it is entlrely appropr;ate not to
include these costs in thelr cost-effectiveness analyses gzven
their view of the speculatzve nature of the need for SOTR.
However, PGSE in its first appllcation for COTP 1ncluded the costs

of SOTR. (TR V.9, p. 1062: Weatherwax/DRA; Ex. 141.) In this 1987

appllcatxon, PG&E stated that Los Banos~Gates may be needed in the
mid=- to late 1990s at a cost of $169 million. (Ex. 141 at c-13).

To justify its latest conclusion that the SOTR costs can

be excluded from the COTP analysas, PG&E did a load flow study.
This study contained two major changes in assumptions from PG&E'
1987 applacatzon. (TR V.5, pp- 578=79: Morr;s/PG&E). Fzrst, where
the prior application had assumed that both Diablo Canyon unlts'
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could ke shut down. simultanecusly, this study. assumed that one
Diablo Canyon unit operated.at all. t;mes. (Id ) Second, PG&E s
assumed that the centract demands of the entltaes entatled to
service on its southern system occurred on a non-slmultaneous
basis. In its 1987 application, PG&E had assumed that all
contracting entities would demand transmlssaon serv;ce at the same'
time. (Id.) PG&E’s witness agreed that both of these changes \
reflect less conservative assumptions regarding tbe need for SOTR.
(TR V.5, pp- 581, 583=-84: Morris/PG&E.) .

Further, in response to TURN’s data request, PG&E rerused
to commit that it would not seek to recover SOIR costs before 2005.
(Ex. 165, p- 24 App- C.) Finally, in response to another of
TURN’s data recquests, PG&E stated that SOTR costs are linked to tbe
construction of COTP. (Ex. 165, App. C.)  We agree wuth.IEP that
the refusal of the utilities to take any measure of shareholder
respons;bility zor theixr estimate of zero SOTR costs strongly
suggests that tbelr posxtaon that no SOTR costs are requlred is
sinply not credable.

There 15 a risk tbat should SOTR become necessary solely o

because of the use of COTP; tbe combined cost of COTP plus SOTR, lf
considered today, would make COtP uneconomic. This is a rzsk that
the Applacants are clearly unwalllng to take and one whacn thls‘
Commission is unwllllng for ratepayexrs to assume. As sucn we
agree with DRA, TURN, and IEP that the SOIR costs are properly
considered part of COTP. Deferrlng conslderatlon of SOTR costs
until a subsequent CPC&N proceedlng talls to protect ratepayers and.
is nothlng more than “a foxm or regulatory incrementalism” where .
each piece of a project is. analyzed assuming that the other part is
already bullt. (TR V.9, pp- 1065-70: Weatberwax/DRAs)

We now turn to the questions of tbe magnitude and tlmang
of SOTR costs. DRA’s testimony assumed the ‘Los Banos-Gates line
would serve as a proxy for actions PG&E would have to take. DRA
assumed that the line would go into service in 2008 at. a °9§t‘9£,3
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approxamately $118 malllon in 19935, In light of" PG&E“s'prevaous *{

testimony in this matter, DRA’sS tamlnq assumptlon appears '
conservative. As well, DRA’s cost assumpt;on is consmstent with'
other prev;ous estimates of the project's cost. As-such, we ‘find-
that the inclusion of the Los Bancs-Gates line in 2008 at a cost of
$118 million in 1993$ is a reasonable proxy for additional -
reinforcenent actions PG&E must undertake because of COTP's -
construction. In terms of allocation of these costs, only PG&E,
TANC and Edison have agreed to pay'for this COTP-related segment if
it is determined to be required. For purposes of determ;n;ng the
cost-effectiveness of IOU participatlon in COTP we will adopt DRA’S
allocation of $40.9 million 1n costs to PG&E and 533 1 mllllon to
Edison. o “ o ’
In August 1967, 'PGSE, Edlson, and SDG&E entered Lnto an
EHV contract with SMUD to provxde SMUD with 200 MW of transmission
service on the Pacific AC Intertie. The contract states that it

7shall continue in effect until January 1, 2005, (Ex. 57)“ on the o

same day that they signed the SMUD contract, PG&E, Edison,kand
SDGSE entered into a similar contract wath CDWR to orovzde CDWR
with 300 MW of transmission service on the Pacific AC Intertie.
That contract alsc states that it #shall continue Ln effect until
January 1, 2005.7 (Ex. 56) These layorfs are expected to contlnue'
until 2005. Both the Applicants and DRA have performed thelr
analyses recognlxlng that SMUD and CDWR will contlnue to use th;s
transmission service until 2005. The partaes dlfter in that DRA
accepts the contracts at their word =- that they explre in 2005

whereas each of the Applicants assumes that the contracts wxll be N

continued beyond 2005.
1. P_esi:ms;er_tm_zanie& :

In December 1984, the’ APPlicants and’ 'SMUD amended the o

1967 SMUD EHV contract. The critical section of this amendment
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states that upon the three IOUs receiving CPUC approval ror
participation in COTP, all four partaes to the contract ‘will" amend
the contract to extend the term of the contract (and‘thereby the
IOUs’ 200 MW of transm;ssmon servmce o SMUD) ”for the userul lafe‘”"
of the exlstang Intertie.” i e
The COTP MOU (Ex. 55) prov;des that if PG&B‘gets

satzszactory ‘cpue approval to part;c;pate in COTP, coTP is buzlt e

and CDWR executes the project partlclpataon agreement, then tne
terms of the 1967 EHV contract between COWR, PG&E, Edlson, and .
SDGSE “shall be extended for the useful life of the ex;stlng Ac ‘
Intertie.” T .
The IQUs’ base cases assume’ that there would be no
recapture of the existing 500 MW of Pacaflc Intertae EHV '
entmtlements from CDWR and SMUD. This’ assunptlon is based ‘on the

uncertainty that recaptuxe wall oceur, and on the unknown 1mpact of

regulatory and political cond;taons 15, years in the ruture. Here,
both CDWR and SMUD submltted ev1dence afrzrmlng thelr lntent to
extend their intertie contract., Thls ev;dence demonstrates “that
the Applicants cannot terminate these entitlements without FERC
approval. ‘

DRA admits no surprise that CDWR and SMUD-will want .
to extend the intertie contracts beyond the year 2005,~sxnce the
service is virtually free. DRA wonders, however, why the IOUs do
not actively opposa extension of these contracts.‘ DRA notes that,
in contrast to a new capltal anestment such as COTP, the current
transmission lines are heavzly deprec;ated_and‘yzeldﬂl;ttle return
to shareholders. This gives the IOUs'little'incentite'to-end the
contracts. DRA arques that, without ' IQU- part;czpat;on in COTP, the
munis would be rich in transmission capaclty (1,500 MW on COTP
alone). Thus, DRA believes, the munis will have trouble convincing
FERC in 2005 to prevent termxnatzon of the contracts.m.m

e
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_zef: T

We £ind DRA‘s arguments Persuas;ve.w The potent;al‘:”f::

ability of the IOUs to 1nrluence the outcome of a FERC proceedlng:.
should not be ignored. In 2005, it may be prudent :cr these
utilities to let the contracts explre and to use the transm;ss;on””
capacity to meet the;r own loads. We agree that a munl-only COT

on the other hand, could result in munis r;ch in transm;ss;on , o
capacity. Therefore, there Ls a sxgn;flcant potent;al ror FERC to 3

terminate the_coqtracts

The XOUS state’thdﬁ’pafticipaéiﬁgfin‘COT?fwilifzii; their
needs in many ways:

o coTP wmll rurnlsh them thh lncreased
acecess to economlc, surplus power.

w -1
[

coTP will permzt more efflclent use of
resources by allewing increased reglonal
power transfers allowing greater 2o
coordination and flexibility in meetxng the
needs of both California and the Northwest
using existing resources;

COTP could give the IOUs the opportunity -
for greater access to Canadian power.
resources;

COTP meets the IOUs’/ needs for dzspatchable :
resources since Northwest 1mports can be
scheduled to best meet their loads.'and,

COTP will provide the IOUs Wlth add;t;onal
load-shaping capabilities” through peaking
capacity and exchange transactions enablzng
them to import more economy energy . durmng
high cost on=-peak pericds.'

CEC claims there are other benefits whlch
cannot be quantif;ed, but which are o ‘
nevertheless significant enough to justlfy
full participation in COTP regaxdless of
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economic benefits. Thesegﬁtrategic e
benef;ts anlude- : S

the value of cooperat;onﬁamong IOUs and
municipal utilities upon succeasful
1mplementatlon of the MOU; - «

the ab;lxty of the partlc;pants to ma;nta;n o
a share of the total Pacific Intertie -
capacity that is roughly proportiocnal to

the size of the loads they serve,

the strong possibility that the statxc ,
assumpt;ona upon which the cost-benefit’
studies presented in this case have been' -
based are too conservative, thus . .
artificially reducing the apparent value
Iog participation to the IQU ratepayers.'
an .

the value that full part;cmpat;on has in
furthering the goals the California: :
Legislature as established byl§enate Bxll
(SB) 2431 (1988) (Garamendi) . -

. DRA_and_IEP

DRA claims that CEC;s strafegiéﬁbénefits Afé iilﬁéoty;
The DRA Concurrent Brief refutes poznt—by—polnt the ”strateglc
benefits” claimed by the CEC (pp. 53-56). DRA alse notes that many
of the strategic penefits of COTP would ‘be acnleved even in a muni-
only COTP. rther, DRA argues, many of the strategxc benef;ts |

17 SB 2431, Chapter 1457 (1988) states.

” e e e establmsh;ng a. h;gh—voltage electrlcity
transmission system capable of facilitating bulk
power transactions for both firm and nonfirm energy
demand, accommodating the development of .alternative
power supplies within the state, ensuring access to
regions outside the state ‘having surplus power
available, and reliably .and efficiently supplying .
existing and projected load growth, are vital to the
future economic and social well being of
California.”
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claimed by CEC accrue o non=I0U" ratepayers._ DRAJcancludes that
nost of the strategic benefits alluded to will be realzzed in a
muni-only COTP, and do not requxre IoU: part;clpat;on._ DRA also
believes that benefits potentially aceruing to muni ratepayers are
an insufficient justification for IQOU ratepayers to bare the
substantial cost burden of COTP-part1c1patLon. IEP contends that
the CEC’s strategic benefits. are one—szded and unsupported
(Concurrent Brief, pp. 30- 32)

B. Riscussion LD

We agree with DRA and IEP that the CEC arguments are
without merit. We are not persuaded that equity participation in
COTP is necessary to obtain for ratepayers the benefits the IOUs
claim. We are surprised the CEC would sponsor testimony ignoring
many of its own findings in the ER-50 only to put forward arguments
lacking in substantiation. In particular, we note the strong CEC
support for the assignment of economic values to changes in
residual emissions of the major air pollutants assoc1ated with
electricity generation (in-state and out-of-state) (Ex.”1$§;
pP. 5-9). This contrasts with the CEC’s testimony in this L
proceeding that makes no reference to residual air emissions.
Further, the CEC remained silent when Edison moved to strlke expert
witness testimeny based on the CEC's ER-90.,

The CEC claims IOU part;cxpat;on in COTP w;ll anrease
cooperation between munis and IOUs, but many of the COTP agreements
have yet to be negotiated. Contrary to an increase in cooperation,
the Project Development Agreement has lapsed and has not‘beénj“
renegotiated. The CEC claims as a benefit the abilityudf'tﬁé‘COTP
participants to maintain a share of PNW capacity in prqportmon to
the size of the loads they sexve (EX.. 153, P 10). But.the'current
Intertie loads are not proportional to the loads they serve."“A
full participation COTP would not reapport;on Intertie capac;ty
according to load. We are not persuaded by the CEC arguments.
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‘The Commission is sensitive to. the need- to.coordinate the -
cost-effectiveness analysis. in this proceeding with the: policies
the Commission has established in the Update proceeding.. The. - .
Commission has long sought as.a policy.goal the  creation:of-a. . . :
mlevel playing field” on which IOUs and QFs would compete to- build
the least cost new generation. The playing field has been: the. .
Update proceeding.. Although COTF is being.evaluated outside the
Update proceeding, we have attempted to be consistent, to-the :.
extent possible, with the assumptions used.in our. .cost- 7 . .-
effectiveness analysis here. R T

DRA‘sS numbers provide the most complete and consistent
analysis and incorporate the follewing:-: (1).transmission-loss
protocols used by the IOUs for: the. existing Pacific Intertie. .. -
system,la (2) Northwest capacity. and energy availability,.(3) the -
South of Tesla Reinforcement costs, (4) the Intertie layoffs by -
SMUD and CDWR in 2005, and (5) the QF bidding adjustment for..-

. capacity benefits resulting from the Update proceeding. However,
DRA in its analysis does not incorporate. a number. of adjustments . .
raised by IEP based on the CEC’s most recent Electricity Report,
ER-90. IEP raised a number of concerns regarding the inconsistency . .
in both the Applicant’s and DRA’s analysis with respect to. the:
ER-90 assumptions. (Ex. 159-and 160, and IEP’s Concurrent.Brief,

PP. 11-15.) In its brief DRA noted that it believes the IEP’s.
adjustments are appropriate. (DRA‘s Concurrent Brief, p. 35.) We
are also convinced that these: adjustments are appropriate. and: have -
attempted to adjust DRA’s analysis to make it consistent, to:the.
extent possible, with ER-90 and the Update proceeding. ..o

oo

18 See DRA’s discussion in appendix N-in Volume IT 6r”iﬁgcré§65tr”f 
on the cost-effectiveness of COTP, Ex. 6.
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We have used DRA’s analysis ‘for each utility undex:the _
scenario comparing the costs: and benefits of a muni-only COTP
versus full muni and IOU participation’ in COTP.. To this: ..o

cost/benefit analysis, we make the necessary changes suggested by - .

IEP to bring the numbersr;nto conalstency with the Update
proceeding.. ‘ .
A. Edison ) L. .
In examining. the cost effectiveness of Edison’s: ..~
participation: in COTP,. either as a . stand-aloene -utility or. as - a-
merged utility with SDG&E, DRA argued in-each case:that the: net -

present value benefits are negative. In both the merged and:stand-'. -

alone scenaries, DRA arqgued that: the net bhenefits are-in'the range
of =$137 to =$142 million. (Ex. 137, pp. 11,13; Ex. 138, pp. 11,.
13; DRA’s Concurrent Brief, pp- 34,76:) " Incorporating expert .
witness testimony. from IEP on'the ER-90- assumptions further
increases the negative benefits of Edison’s participation in: COTP.-

In the proposed decision, the ALJ found that the net present. value -

COTP. However, in contrast to the proposed decision where' the ALY -

benefits were negative with respect to Edison’s invelvement in

found that =$19 million in net present value benefits were -

insignificant, we find here that significant negative net’ present: -

value benefits do exist, and that Edison’s participation in COTP is
not cost-effective. (Proposed Deczsxon, p. 62.) ’
B. RG&E

a muni-only COTP, resulted in net present value benefits ofs’
approximately $84 million. (Ex. 13S,-pp. 5,7; DRA’s Concurrent’
Brief, p. 33.) At the same time, DRA’s - analysis of the cost---
effectiveness of PG&E’s participation incorporated a number of
inconsistencies with ER-90 assumptions raised by IEP’s expert
witness. As such, we will make the necessary adjustments to DRA’s
analysis. These are summarized in Table 2 below. First, IEP noted

that both DRA and PG&E used gas. prlce forecasts that are 15%- hmgherf?

e
Eal

o

. DRA. argqued that PG&E’s participation in: COTP, compared tof‘"
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than those used in ER-90. IEP recommends a 15% reduction in.
production cost benefits to retlect the 15% lower gas przce.' IEP
argued in its brief that even.w;th th;s adjustment COTP‘productlon "
cost benefits for PG&E are overs tated._ (IEP’s Concurrent Brmef

P. 13.) We will adopt IEP’S recommendat;on of a $29 m;lllon
decrease in production costs and QF energy benerzts relatzve te

DRA’s analysis. |
Table 2

Adgustments to DRA’S Estxmated cOst/Benetzt
Analysis for PG&E Full Part;c;patzon
© vsS Muni Oonly
NPV -~ Millions of 1993 Dollars

DRA’s Estimated Net Beneflt o ‘ - 83,9
Adjustments: S

ER-90 Capacity Need Date = L ... =k5.5 .

ER-90 Gas Price Forecast' . B ' w2970

ER-90' 'QF ‘Capacity Benefit R P L =38 g

Cut PG&E Combined Cycle O&M by e e e

25% pexr CEC/SCE and SDG&E = = U el Q0 T

No Wholesale Profit .after :1995. .. .. L e mBee O e e

Net Benerits After”All Adjustments R -12 4

0 g j.,

Sacond IEP argued, based on.cons;stency WIth.ER-QO
assumptions, that the capacity need date: for PG&E. should be later
than DRA assumed. IEP, using ER-90 assumptions, presented evidence - :
that the need for capacity for PG&E will not .occur until 2007, -
compared to DRA’s assumption of 2003.%° DRA stated in.its brief .
that because it assumed IOU recovery of 500 MW of capacity on the
existing Intertie in 2005 in the nmuni-only case, the net capacity
benefits between the muni-only and the full participation COTP" .

19 The deferral of need for capacity is the result of ER-90'’s
higher forecasts for demand-side management pregrams, ER-90’s
lower reserve requirements and PG&E’s proposed repowerlng of units
in San Francisco which would add 188 MW of generation in 1999.
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cases in DRA’s analysis are much smaller than in the 'IOU’s

analysis. Thererore} the effect of IEP’S"hdjustheht“rbf’éﬁbdéiﬁ?‘““'V

benefits would alsoc be much smaller. (DRA’S chcurrent Brler, Pp.
36,37.) IEP’s estimate of the reduction in PGSE’S forecasted -
capacity penefits is $10 million. Unfortunately, neither ‘IEP nor

DRA have attempted to quantify the magnitude of the adjustments to

DRA’S estimate of PGS&E’s capacity benefits associated with IEP’s
adjustment. Given the small capacity benefits shown in DRA’s
analysis,zo the adjustment to DRA’s estimate will certainly be
quite small. However, with respect to'thé $i5;5 million in reduced
benefits for combined-cycle fixed O&M associated with the later
capacity need date, we will adopt IEP’s recommended adjustment to
DRA’s estimated production cost benefits for PG&E. | TR
In add;txon to IEP’s adjustments based .on’ ER=90,
assumptions, we will make a number of othex adjustment, to DRAf
analysis based on othexr of IEP’s concerns. (Ex- 159 and 160 TEP’s
Concurrent Brief, pp. 1l6-19.) First, based on IEP’s testlmony and :
subsequent cross-axamxnation, the addltlonal capacxty on COTP will
not reduce QF capacity payments. As such, we will reduce to zZero
the $3.8 million in QF capacity benefits shown by DRA. ~Second, we
will adopt IEP’s recommendation that we use CEC’s data developed in
ER-90 to evaluate PG&E’s combined cycle 0&M costs. ' This reduces
DRA’s estimate of PG&E’s production cost benefits by an additional -
$12 million. Finally, we agree with IEP that DRA has overstated
the wholesale sales margin for PG&E. In its own analysis, PGSE did

not claim any additional profit from increased wholesale sales in a -
full participation case relative to a muni-only COTP. However, DRA.

included $90.4 million in additional profit margin on sales to
TANC. We are especially concerned with the wisdom of including

20 Based on DRA’S estimated capac;ty benefxts ot $l m;ll;on zrom e

Ex. 135 at S5,7.
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profit margin dmfrerences.a:ter‘l99s when ‘TANC" membexs: will--have
the same level of purchases.from PG&E w;th and“wmthout COTP.,
(Ex. 5, p. 63; DRA, Weatherwax, TL. 1117 b] We wzll accept*IEP'
recommendat;on to decrease wholesale sales margln benerits by 536
million for post-1995 sales. . Lo S R

Given the above adjustments to DRA’s cost/benerlt
analysis, the 584 million in net presentfvalue bene:;ts 1or PGLE is
reduced by $96.4 million. This results Ln a neqatzve 512 4 m;llxon
net present value benetlts for PG&E‘’s partxc;pat&on in COTP;
compared to a muni-only COTP scenario. Based on our’ adopted
adjustments, we find that PG&E“’s part;cxpatlon in. COTP; compared to
a muni=-only COTP. scenarlo, provides a negative net present value
benefit to ratepayers. Therefore, we conclude that PGLE’s
participation in COTP is not cost-effective. :

Finally, with respect to SDG&E‘’s participation..in COTP, -
DRA argued that there is a $22 million net present value benefit
from SDG&E’s participation in COTP versus a muni-only COTP.:
(Ex. 134, pp. 11, 13:; DRA’s Concurrent Brief, p. 35.)  DRA’s-
analysis is consistent with most ER-90 assumptions, leading us to
conclude that SDG&E’s participation in COTP, based on the " :~
cost/benefit analysis performed in this proceeding, is cost-
effective for its ratepayers. However, we remain troubled by the-
fact that SDG&E has not demonstrated “to the Commission the .
feasibility of negotiating long-term . contracts for Northwest '
capacity at reasonable rates. Public Utilities Code Section 1102 .-
explicitly requires the Commission to considexr the feasibility of
Applicants negotiating long-term.contracts ‘at reasonable rates 'as
part of its CPC&N review process: R ' R

(a) - - - [I]n addition to the requirements of -
(P.U. Code §§ 10001-10] . . .an electrical
‘corporation proposing to construct an electrzcal
transnission line to the northwestern United ’
States shall provide the commission with .
sufficient reliable information to enable the




A.90-08-066 et al. COM/GMW/5ft *

© commission to determine that the-proposed line, - - -
at the electric rates expected to prevail over
the useful life of the line, will be cost " -
effective. The commission, in its analysis of -
the forecast cost of electr1c1ty, shall take lnto
consideration the recent increases in the charges '
for purchasing surplus electricity from the . - :
northwestern United States, the posszb;llty of
future increases in these charges, the -
feasibility of negotiating long-term contracts
under reasonable charges, and the feasibility of
purchasing electricity directly from Canada -
rather than through the Beonneville Power
Adm;nzstrat;on.

(b) The commission shall not ‘issue a certltlcate
of public convenience and necessity unless it is
satisfied that the electrical corporation has -~
provided the information described in subdivision:

In conjunction with our concerns about the availability
of Northwest capacity, SDG&E’s undemconstrated-feasibility of.
negotiating long-term capacity contracts makes it doubtful that
these net praesent value benefits will accrue to ratepayers. '/ .We "
conclude that SDG&E has not met its burden under P.U. Code.§ 1102
that it persuade the Commission of -its.feasibility to negotiate
long-term contracts under reasonable .charges. As such, we cannot .:
approve SDG&E‘’s application for participation in COTPF at this time.. .»

Under CEQA, findings for any-significant environmental .
effects of a project are only required-when a public agency = . . .
approves or carries. out .a project... (CEQA Guidelines. §.1509%.) -
Since we are denying a CPC&N .for the COT . project, it is:not -
necessary to make any findings regarding the . significant-effects: .
identified in the final EIS/EIR prepared bymTANCmandenPA;

Pursuant to Rule 76. 54 ©of our Rules of Practlce and
Procedure, TURN and Greqory H. Bowars request a rznd;ng of
eligibility for compensat;on ;n thms proceedlng. . TORN has been
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found eligible for compensation for calendar year 1990 -in
A.89~08-024 and, therefore, pursuant to Rule 76 54(a), ‘is found -
eligible in this proceeding. R T L e T
Bowers’ request states that he is a resident of the 'State.
of Washington; a former FERC employee, -and'now an engineering’
consultant in the field of power system planning. hHe‘saysithatfaIl
his expenses in regard to his participation in this proceeding have
been paid out of his own pocket. 'He does not receive any grants or
other financial support. Virtually all of his efforts in the-last .
quarter of 1990 were dedicated to this proceeding. He asserts that
he is not independently wealthy and that the time and ‘expense of -
his participation represent a financial hardship. -His-estimaterof ..
his expenses is $38,500. The issues he raised included adjustments
to Applicants’ energy benefits and a new capacity analysis, both of-
which address the issue of cost effectiveness of COTP for each of~
the Applicants and were not raised by other partzes. 'We “find that'
Bowers is eligible for compensation. , et
Oon January 8, 1991, DRA-petitioned to set aside -
submission for the acceptance into evidence without hearing of
three additional exhibits to impeach -Edison’s showing. The
additional exhibits are (1) a portion of Edison’s prepared -
testimony submitted in A.90-12-018 regarding SONGS-I post cycle II,
capital additions, (2) a portion of Exhibit 25 in A.88=12-012 ‘-
(Edison’s application for-a CPCE&N for-Devers-Palo Verde I

Transmission Line), and (3) a portion of Exhibit 26 'in A.88~-12-012.

DRA asserts that the proposed exhibits are ‘relevant to

the issue of the correctness -of the ruling striking DRA’s and IEP’s -

prepared testimony coencerning the measurement and valuation of
residual air quality effects of ‘IOU participation™~in COTP. -The
portion of Edison’s 1992 general rate case-application '
(A.90-12-018) demonstrates (1) that Edison is simultaneocusly-
arquing this issue in opposite and contradictory ways in different -
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proceedings, and (2) the great importance of the. cOmmission{s_peiqgmdN

consistent across proceedings -on .this issue. The exh;bxts S

Yo

associated with the Devers-Palo Verde II proceed;ng are relevant
and material (1) to explain more clearly what the. Commzss;on did ln

D.88-12-030, and (2) to demonstrate that Edison’s curxrent.position

is inconsistent with both its prior position on ano;he:,in:e;state.
transmission line and the Commission’s policy.

Edison and PG&E filed in opposition, argulng that the
issues sought to be raised by DRA are environmental.issues.which
were considered in the final EIS/EIR for COTP, which has been
certified without challenge, and should. net. be subgect to. th;s

late, collateral attack; and that treatment oz env;ronmental issues

in this proceeding is justifiably different from the _way -
environmental issues have been treated in.other proceedings. because

of the difference in timing of the EIR process in thosa.proceedings .

as compared to the COTP applications.  Therefore, according to
Edison and PG&E, the proposed exhibits are erelevant.,,a. ,
The ALJ denied DRA’s motion. . (Proposed Decision- at

p. 8l.) Since we are denying the applications, and because -we haveA‘”

determined that the ALT erred in excluding evidence relating to
residual environmental costs and benefits, we do not find.it
necessary to reverse the ALJ’s ruling on DRA‘s petition to set
aside submission. -However, we.note that if the Applicants reapply-
for a CPC&N, any inconsistent position.taken by Edison in.other .
proceedings on these issues.would be relevant.

. On the record in this case,-the applications are_ denied
since the Applicants failed to meet. the burden - of.proof .-with .
respect to Section 701.1 of the Public Utilities Code as. dlscussed
above. Given the record developaed in-the case, we find the
participation in COTP not cost effective. for PG&E endﬁEdison.‘
While we find SDG&E’s participation cost effective, we have: .-
concerns with respect to the availakility of PNW capacity and-
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energy. We are not convinced of the, feasib;l;ty ot negotlatmng ‘ §
long—term contracts at reasonable rates as requ;red by Sectzon 1102 “m

of the Publlc Utllltzes Code.
Eindings of Fact

1. ConSLderatlon of the costs and bene!zts of res;dual

Lot v e

environmental errects is cons;stent w;th thls Commzsszon s current o

policies. R
2. It is expected COTP wzll be bu;lt regardless of the

oart;c;pat;on of Appl;cants. e
3. Applicants overstated PNW capaclty beneflts.d”:”p”' w
4. We find PNW capacmty avallable, but we do not :lnd enough
available to support I0U part;c;patlon in the project. p o ‘
5. We are not persuaded by the CEC's unquantlrled strategzc
benefits arguments.

6. We are not persuaded that equlty partxc;patlon ln COTP is .

necessary to obtain for ratepayers the unquantlrzed benefzts the
IOUs claim.
7. PG&E stated that SOTR costs are llnked to the
constructlon oz COTP. i - o
8. The Applzcants' estzmate that SOTR costs wzll be zero ;s ”
not cred;ble. _ .

9. The inclusion of the Los Banos-Gates lxne in 2008 at a ;ﬂulu

cost of $118 million in 19935 is a reasonable proxy for addzt;onal'
reinforcement actzons PG&E would undertake because of COTP'
construction. . -

10. We adopt DRA’s allocat;on of $40 9 mzlllon Ln SOTR costs' -
to PG&E and 533 b mxlllon to Bd;son.{”

11. We believe that the CDWR and SMUD contracts wzll expzre :
in 2005 in a muni-only COTP scenario. " o

12. We _adopt the rollowzng assumptlons w;th respect to our
cost eftect;veness analysis: (1) transm;sszon—loss protocols used hw:
by the IQUs for the exlstznq Pacific Intertle system, (2) DRA' o
Northwest capacity and energy avallabillty estlmates (3) DRA’
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estimate of SOTR costs, (4) “that’ Intertle layof s,by SMUD and QDWR
will ocecur in 2005, and’ (5) that it is’ approprlate to lnclude T

proceeding. o
3. IEP raised a number of concerns regardlng the T

lnconslstency in both the Appllcant's and DRA‘S’ analys;s with'
respect to the ER-90 assumptions. o

14. We adopt, wmth/adjustments, DRA's cost/beneflt analysms
for each utility under the scenarzo of a munl-only versus full munl
and IOU participation COTP. =

15. Edison’s partlclpatlon in COTP would result in
smgnlrzcant negative net present value benefzts- Edlson'
participation in COTP is not cost e!fectlve.

16. We adopt IEP’s recommended decrease of $29 mllllon in
production costs and QF energy benerlts relatlve to DRA’
cost/benefit analysis of PG&E’s partlczpatzon. ’

17. We adopt IEP’s recommended decrease of $15.5 millxon ln
DRA-estimated production cost benefits for PG&E for its combxned-
cycle fixed O&M associated with the later capacity need date.‘

18. We adopt IEP’s recommendatlon to reduce to zero the $3.8

million in QF capacity beneflts shown by DRA in its cost/beneflt
analysis of PG&E’s participation. '

19. We adopt IEP’s recommendatlon of reduced comblned cyclei‘ f

0&M costs for PGLE. This reduces DRA’S estimate of PGLE’S f
production cost benefits by an additional $12 million. e
20. We adopt IEP’s recommendatlon to decrease DRA’S. estlmate
of wholesale sales margin benez;ts zor PG&E by 536 mlll;on :or
post=1995 sales. -
2l1. PG&E’s partzc;pation 1n COTP, compared to a munl—only

COTP scenario, results in a negatlve net’ present value beneflt to L

ratepayers. PG&E’s part1c1pat1on in coTP ls not cost-efrectlve.
22. Based on the- cost/beneflt analysis performed 1n thls
proceeding, SDG&E’s partzclpatxon in COTP is cost-etfectlve."

capacity benefits resulting from QF bidding in the Update “it“?b;f?”ff
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23. SDG&E has not demonstrated the feasibility of negotiating
long=-tern contracts for Northwest capacity at reasonable rates.
24. TURN and Bowers have requested a finding of. ellglbllxty
for compensation undexr Rule 76. S4(a).~rt
n sion W : - . S

1. There are fundamental differences between the analysis of
environnental impacts under CEQA (Public Resources Code Section
21000 et seqg.) and the cost-benefit analysis required: by "Public
Utilities Code Section 70l.1. \

2. Public Utilities Code Section 701.1 does apply to this
proceeding.and such application does not constitute retroactive
cperation of the statute. -

3. The ALT erred in excluding ¢onsideration of testimeny on
residual environmental costs and benefits presented by DRA and IEP.
However, because of the Permit Streamlining Act deadline, we cannot
now reopen the hearings in order to provide an opportunity for
cross-examination on this testimony. Therefore, we will not
reverse the ALJ’s ruling and admit the evidence.

4. The Applicants have not carried their burden of proving
cost effectiveness undexr Public Utilities Code Sections 701.1.

5. Southern California Edison Company and Pacific Gas and
Electr;c Company -have not met their burden of proving cost
effectivenes s-under Public Utilities Code Section 1l02.
fn 6. San D;ego Gas & Electric Company has not met its burden
of provmng the feaszbllxty of negotiating long-term contracts under
reasonable charges under Public Utilities Code Sectien 1102.

7. CEQA requires no findings on significant environmental
effects when a project is not approved.

8. Both TURN and Gregory H. Bowers are'eligible for
. compensation in this proceeding pursuant to Rule 76.54 of the
Commission’s Rules of Practice and Procedure. _

9. Edison, PG&E and SDG&E should not be granted a CPC&N for
participation in the construction of the COT project.
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ORDER

IT IS ORDERED that the applications for a certificate of
public convenience and necessity filed by Pacific Gas and Electric
Company, Southern California Edison Company and San -Diego. Gas & .
Electric Company for. participation in the California-Oregon
Transmission Project are denied. ,

This order is effective today.. N :

Dated April 24, 1991, at San, Franc;sco, Cal;forn;a.

. PAERIC:A M.. ECKERT
Presxdent
G. MITCHELL WILK-® ~% 7 noan
- JOHN Bw¢OHANIANa;m
- DANIEL Wm. FESSLER
-~ NORMAN: D- o SHUMWAY <
© Commissioners.-

vt crnrw THAT ms D..czcxow
AS APPROVED BY THE ABOVE
CON’NHSS O\E s TOD‘W’ =

’ ‘hl.”’."'K
pﬁ AN, ..Loc::‘tl\m D. 'oc"or
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Applicants: Roger J. Peters and J, _Peter Baundarxtnexn ., Attorneys at.w.
Law, for Pacific Gas and Electric Company’
Richard XK. Durant, and Ann Cohn, Attorneys at lLaw, for Southern
California Edison Company: and James F. Walsh, III,. Attorney at
Law, for San Diego Gas & Electric Company.

Protestant: Gregery H. Bowers, for self.

Tnterested Parties: Mark N, Aaronsen, Themas R. Adams, and Marc D.
Joseph, Attorneys at Law, for International Brotherhood of
Electrical Workers: Lori Adams, for U.S. Wlndpower, Inc.:
¢, Havden Ames, Attorney at Law, for Chickering & Gregory:

, Phillip D. Endom, and Randolph L. Wu,
Attorneys at Law, for El Paso Natural Gas Company; Ratxick J.
and wWilliam M. Chamberlain, Attorneys at Law, for
California Energy Commission; Messrs. Jacksen, Tufts, Cole &
Black, by William H. Booth, Joseph S. Faber, and Evelyn K.
Elsesser, Attorneys at Law, for California Large Energy
Producers Association; David Brancheomb, for Henwoed Energy
Service, Inc.; Thomas GCorx, Attorney at Law, for Independent
Power Corporation; Messrs. Brobeck, Phleger & Harrison, by
Gordon E., Davis, Attorney at Law, for Brobeck, Phleger &
Harrison; Messrs. Grueneich, Ellisen & Schnelder, by Barry H.
Epstein, Attorney at lLaw, tor Positive Resolution of Powerline
Problems; Norman J. Furuta, Attorney at Law, for the Department
of Navy: Adrian Budson, for California Gas Producers
Association; William B. Margus, for JBS Energy, Inc.; Melissa
, for Barakat & Chamberlin; Mark 2., Minich and E. R.
Island, Attorneys at Law, for Seuthern California Gas cCompany:
Sara Steck Myers, Attorney at Law, for California Energy
Company; Patrick J. Power, Attorney at Law, for City of Long
Beach:; Qghn_n¢_gu;nlgx for Cogeneration Service Bureau; Michel
Peter Florio and Jgel R, Singeyr, Attorneys at lLaw, for Toward
Utility Rate Normalization; Jan Smutnv-Jones, for Independent
Enerqy Producers; Messrs. Downey, Brand, Seymour & Rohwer, by
and Ronald Liebert, Attorneys at Law, for
Industrial Users:; Robert B, Weisenmiller, for MRW and
Associates; Hgm:LJL_Bamixgz, for Department of Water Resources;
Robert Weatherwax, £or Sierra Energy & Risk Assessment: Rob
Lamkin, for Northern California Power Agency: Margaret Manes,
Attorney at Law, for Sierra Pacific Power; Messrs. Thelen,
Marrin, Johnson & Bridges, by Michael Hindus and Beth Anne
Yeager, Attorneys at Law, for several interested parties; and

Barkovich & Yap, by Barbara Barkoviech, for self.
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Division of Ratepayer- Advocates* zamggézh_SQszz, Attorney .at. Law,
and Denlse S Mann. o ‘ SR Cee

-~ ”

Commlsszon Advzsory and cOmplzance-DLVL51on-

Public Advisor: Algnngn_xinggx,'
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COT PROJECT PARTICIPANTS

. Financing
Project Entitlement OQwnership
Percent MW _* Interest

PUBLICLY OWNED
Transmission Agency of Northern Califormia 42.2916 677 45.1110

Alameda Lodi Roseville
Biggs ~ Lompoc Santa Clara
Gridley Palo ATte Ukiah
Healdsburg Redding

Plumas-Sierra Rural Electric Cooperative
Sacramento Municipal Utility District
Modesto Irrigation District

Turlock Irrigation District

Southern Cities
Anaheim 3.0198 3.2212

Azusa .3020 3221
Banning .1510 S (38
Colton .3020 : .3221
Riverside 2.0762 2.2146
Vernon 1.6587 1.8119

50 MW Allottees .
Carmichael Water District .0625 .066e7
E1 Dorado Hills Community Services District .1875 .2000
San Juan Suburban Water Districtwrer .0625 . 0667
Shasta Dam Area Public UtiTity District .4375 .4667
Southern San Joaquin Valley Power Authority** 2 0625 2.2000
Trinity County Public Utility District 3125 .3333

INVESTOR-QWNED

Pacific Gas and Electric Company . 20.3918 326 21.7513
San Diego Gas and Electric Company 2.8549 46 3.0452
Southern California Edison Company 17.5375 281 18.7061

STATE
California Department of Water Resources Qe

FEDERAL ,
Western Area Power Administration** 6.25 109 0.0000

* Based on COTP capacity of 1,600 MW.

** COWR has the right to buy a 6.04 percent share in the year 2005; if this
option is exercised all participants other than Western and the 50 MW
Allottees will reduce their shares proportionately. "

we Wostern will retain a 300 to 600 MW share of transfer capab111ty
(depending on final rating of the line) between Redding and Tracy.

wwww Assigned to PG&E, to become effective upon execution of the PPA
waeww Assigned to Western to become effective upon execution of the PPA

. Source: Excluding facilities owned by Western COTP MOU, COTP/LBGTP DRAFT
EIS/EIR, Volume 1, page 1.0-3, November 1986.

(END OF APPENDIX B)
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Calilo

California-Oregon
Transmission Project

onderosa

mer Lake

+ 500kV DC

ARIZONA

A Existing Generating Plants — COTP
m Existing Substations, Switching StationS — Existing 500kV AC

. @ New 500kV Substation w——— Existing +S00kV DC

Rouvias MHawT ere soRemaic

(END OF APPENDIX C)
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Appendix D
Page 1.

‘Why Availability of PNW-Enexqy - .

and the Price Savings Ass iated With It o
Have Decreased” o ‘

1. The closure of the 500 aMW Hanford Nuclear Generatioh‘Station.

2. The return to operation of about 750 aMW,off5hﬁ£d6§h~dlﬁmihumf
plant lines pursuant to a new long-term rate design based upon the
world price of aluminum. S T C e e e

3. The increased growth rate in PNW residential and commercial
demand.

4. The plans of PNW interests to firm up “non-firm” capacity,
thereby eliminating it from being offered to the non-firm market.

5. The increased spills of water from PNW dams on the Columbia and
Snake rivers to facilitate anadromous fish reproduction.

6. The large number of sales of capacity and/or energy that have
been made by BPA, PNW IOUs, and PNW generating public utilities to
Califormia interests over the existing, greatly enlarged Intertie.

Trend of Decreasing PNW Economy
Energy Available for Export
Likely to Continue

1. To meet future resource needs, the PNW will probkably
permanently convert many of the power sales with California to
exchanges.

2. BPA plans to “firm up” some of its non-firm hydro power through
additional storage arrangements with British Columbia Hydro and
additional gas fired resources to back up hydre production,
resulting in lower average economy energy availability.

1 Concurrent Brief of the Division of Ratepayer Advocates p. 23.

2 Id. p. 28.
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3. The new rate design under which PNW aluminum:plants operate
should ensure that their-non-firm load of about 7000 GWh/yr will
continue to siphon off substantialiamounts of any non-firm
generated which otherwise might be available for sale to
California.

4. Environmental restrictions on c¢oal burning and hyd56 qéneration
may limit the energy available. = - S A A T

5. The CPUC recently granted a CPC&N to Edison-fsubjéct:tcfvarioﬁs
conditions) to build Devers-Palo Verde II which will further
inerease DSW power sellers ability to compete -with PNW power.. .

" (End of Appendix DJ-




