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• 
S111mpaxy 

. . '~ ',1' ."" _ 
, " ... i ... ' .... \,,' '.~ 

~ ... . . 

The california-Oregon· TransmissionlPro'j ect·(COTP)· is :.n' 
extra high voltage electric transmis$~on line (EHV<SO·O ,kVF proposed 
for construction' extending from the Cal·!"fornia-oregon'border.:to:the 
existing SOO kVlines in ·the vieinity o·t Pacitic' Ga5·~·and:i·Electric· 
Company's Tesla substation in' Alameda' County. It invol va's' a: :1.arge ' 
nu:mber of co-participants, includi.ng the Transmission: Agency of 
Northern california (TANC), the Western Area Power Admirtistration 
(WAPA), several calitornia cities, irrigation districts, Ca1'ifornia. 
Departlnent of Water Resources (CDWR), utility districts, and·::", 
Pacific Gas and Electric Company' (PG&Eh' the" SOuthern :,CaJ::tforni<!S: 
Edison Company (Edison), and San Diego Gas & Electric' '·Company' ,.~,' 

(SDG&E). COTP has a planned transfer capability of'· 1, 60·0' megawatts., 
(MW) with a' scheduled operation date of-December 1992': The·: .. :' 
estimated projeet cost is $414 million. ' ' , ' .'~ 

• Applicants, PG&E, Edison, and~:'SDG&E, (col'lectively the: 

• 

investor-owned utilities or IOC's), each seek a certificate o',! 
public convenience and necessity authorizing it to participate' in 
COTp,. We have concluded that the request must be denied; The 
Appliea.nts have tailed to demonstrate that the proj'ect will,}:)e: cost 
effective under the economic and resources assu:mptions·provided in 
the record of this proceeding.' In··these· cireumstances we are:: not 
convinced that there will }:)e sufficient· power availa),le in::the· 
Paeitic Northwest over the life of the proj:ect, to support investor
owned utility participation and assure· the financial: integrity of, 
the proj ect ~ .. '. 
Description or the Proj eet . . '" '. 

COTP is a j oint participation proj ect among: TANC;-.. WAPA; " 

:the cities o!Anaheiln, Azusa, Banning,' Colton, Riversid.e·;· arid 
Vernon, Edison" PG&E,' and SOG&E, :andCDWR, : several irrigation and 
utility districts (see, Project Participants, Appendix."B) ... ··· 
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ThrouqJ:lout this opinion the part.icip~n.ts _other th.an the IO'O's are 
sometimes referred to as the Mmunis. M COTP entails construction of 
339 miles o:f 500 kV alternating current CAC) transmission line and " 
supportinq facilities (see, map, Appendix C). COTP' will .. 
(1) connect to a six-mile seqment of 500 kV tr~i,ssion .l:ine .to be, . 
construeted by the Bonneville Power AdministrationC.BPA) .. , :w.~ich 
will extend :from the proposed new cap.tain Jack S~station in 
southern Oregon to the California-Oregon border, continue.south for 
142 miles, and interconnect at the proposed Olinda S~station .near . 

. ..,.0'. ..' " ". 

Redding, ca.liforniai (2) up<Jrade WAPA'S 23.0 kV. lines to SOO:,kV. for. 
approximately l70 miles, :from Redding to· a pOint nearSa,c:t:.~ento; 
(3) construct approximately 20 miles of new 500 kV transmiss~on 

line from a point near sacramento· to-the Tracy Substation.: and .. 
L \ , - -.. • ~ 

( 4) construct seven miles o·f new SO 0 kV 1 ine fr0Ill. Tracy to, ~ . 
intersection, with the existingT,esla-I..os..Banos No. 2 Line ... ::COTP 
will terminate at the TeslaS~station in-eastern Alameda county. 
COTP has a planned transfer capability of. 1,600 MW,with scheduled 
operation in Dee~er 1992. Construction of COTP by .thec:urrent 
participants .started in mid-19·90. Financial arrangements ,for .. , 
constructing COTP have been completed ~nd $2a3. million ot;bonds 
have been issued and $250 million in commercial. paper· has, .. been:. 
authorized. The total estimated proj.ect cost i5;$414 million. ,. 

The proposed COTP SOO kV AC line.:will add a:: third SOO kV 

AC transmission path between the Pacitic . Northwest, (PNW)· and; 
ca.liforniaon a right-of-way that is separate from.the·two.:existing 
AC lines_ It. will ~e integrated with the existing. Pacitic:.lntertie .:: 
facilities •. The col'J:lDined. transmission c:apal:lilityto:;.the PNW. in 
1993. with COTP w·ill be 7,790 MW measured at the California70reqon· 
and Nevada-oreqon borders. 

a-oce<iunl BAckground .J:, . "" " ,', 

" By AI:! ruling, the three, applications were.::consolidated:. 
into one proceeding ana. a prehearing :conterence was ·.hela. ... ~, ... 
September 19, 1990.·· 

- 3 -
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y ,A,I .:., ,,:.. ' .. ' I.':" .-

various issues were raised durinq the first prehearinq 
conf~r~nc~ i~qardinqboth the s~~pe oitie i'ssues ':in 'the::'proc'e'edinq 
and the sCh~dule. As a result,: the: W is:Sued ,a: pro'c'edurai"":"" ~ .' .... 
schedule and tentatively identified the" issues" 't:o ~:e"; heard': and:':" .' 

matters that would not be considered. 
The A.tJ set October 9, 1990 as' tb:-e date tor sU)jmis'sion of 

protests in accordance with Art'i"cle 2.5 of theCal iforn'ia' . p~1i'6 
utilities Commission's (CPO'C) Rules o! Pr~ctice and. Procedure: 
Protests were received from Oivision ot Ratepayer Advocates (ORA), 
Independent Energy Producers (IEP), Southern California Gas' ' 
Company, Toward. O'tility Rate Normalization (TURN)': :Greg.OrY~·:H. . .. , 
Bowers, and positive Resolut'ion' of Powerline Problems (PROPP). The 
AI:! further ruled that these tentative iindinqs would be m~de"final' 

". "." . . 

at the prehearing conference on Octobe'r l6-,l990, convened. for' the ", 
specific purpose of' setting the issues to· be heard' and: clet'erm'ininq 
the relevance of protests.' .. 

Hearinqs commenced. on November 26, 1990 and' con'cluded 

• 
Oecem):)er 13, 1990~ Briefs werefiled:'Janua~l:y' 11, 1991.' ,', 

DRA contends, and we aqree, that: 'at' the 'thre~noldwe'must . 
decid.e whether the presiding'W was co:rre'ct in :'nis:' rull"ng' "t'o~" 

• 

....... " 

strike s'UJ:)stantial portions of ORA's and IEP's testimony. 
_ <,'c • , • 

The stricken testimony concerns two issues: 
(1) incorporation into the econom:i:ccost~effeetivenes~" ana"lY~~is of 
the· costs of changes in residual emissions"'o! air pollutants" .. , 

. . .' 

associateci with COTE, and (2) analysis of the costs of a "no .. " . 
project" case which. assumes CO'I'P "is not built. 

A. The Residual Air Pollutant Cost Issue 
In "its cost-effectiveness analysis, ORA'in'eluded a 

, " , - • .~! 

detailed review of the costs and benefits associated. with the 
Applicants' partieipat;i;onin COTP. ORA also analyz~ed the chang-es 
in residual emissions of criteria air polluta'nts: 'in: ~ee'ca:~e 
scenarios: a no-COTP, a muni-only cOTp·,and a "tuii part ic'ipat ia'n' 
COTP cases. IEP included similar analyses in its prepared 

- 4 - , 
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" '" " "j' I, ! ._ .. ,' • • •• ,' ...., .... ",: ;.. ~'i1" 

testimony. ,These analyses purported. t.o show tha~ IOO'participation 
in COTP woul~, resul:t. in' signii icant in~re~ses, i~' ,th~ -'~o'c:ie"ta{ ~'o~st'~:':::" 

, ., J. ~ I 'I ", .. .' • "', , .... 

associated with sueh pollution. DRAalso purported tos'how"that if~ " 
these ec~'nomic externalities were captured .in 'the a~ai~.sis>'i:t'" , 
would reduce the cost-effectiveness of' CO,TP co,mparedt~' 'al:ee:r~ate 

q .." .~ ,_.,., • , 

sources of energy. Ed.ison filed separate, motions", to s~~ike }:)oth 
DRA's ~d IEP's testimony regard.ing the' amo'unt and.Value.,o( 

'., " , Ocr' 

residual environmental effects of COT:? 'I'he Ar.:J granted }:)oth 
, '. . .' \ -: ' . 

motions. 
B. l'he No=COTP Case 

, \..: ' ". ~ ,; .. ~' ~,,~ , . 

ORA. routinely performs a "no-project" analY,sis "in 
reviewing CPC&N applications' to creat·e,,"~-. baseline, against which, 'the: ': ., .• 

... .,,' ' '., ' , ,;. ' " 

economic benefits and costs of ,the, proposed. project can be 
measured. without a no-project analysis", it is oft~n anaiyt:ieally 
impossil:>le to tell whether or not a proposed proj ect will" )i'ave net 

, ••• ,'. -' .? 

benefits. Both DRA and the Applicants performed no-p~oject 
. '.. ., ' 

• 

analyses of COTP assuming that CO'I'P, would not be built. , DRA's 
analysis concluded that participation in, ,COTP bY,bO~ PG&~ and. • 
Edison would result in net costs to ratepayers compared ,to:the,ir 
not participating. 

DRA and the IOtTsalso preparedanalyses,co:mparinc;_ a full 
participation scenario to a muni-onlycoTP scenario' (a ea~e' where .. . ' . " .,: ... . .'." " .. , 

the munieipal utility partieipants in COTP ljuild the ,line _without 
IOO' participation). However, the IOO's., chose to compare,~eir., 
participation ~ against the muni-onlyease. Edisonth~nmoyed 
to strike the no-project scenario. ,The w.deniedthe motion 
stating that he would take testimony on'the issue of' whether CO'l'P 

would be built regardless of the, IoO's'partieipation'.,Att~r _ 
, , - -, ~ - '" ,,,' ",., -- ,'''' " .. , 

hearing testimony the AI.! made his finciing that COT!>. would be Jjuilt, ,_ . 
regardless of the lOtTs' participation, and "struck thE7 testimony 
concerning the no-project scenario. 

" .,.... • .,,1',., 

'."" '-,' ~" 
• ,~,: c." .. 

,," 

" 
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• Res id.l!ll 1 Air Emissions 

all 
WResidual emissions"" are. those emissions ' o·f'air 

pollutants created' or' aisplac~d. by arienerqy ·pro·j·ect; assuming-
regulatory stanaards 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 
"valuing- residual air emissions" is a .. technical way of reflecting
the relative dirtiness or cleanness of various competing sources of 

• 

electricity. 
The basic principle behind resid.ual air emission values 

is described~ by' the california Energy Commission (CEC")' "in its 1990 
Electricity Report (ER): 

'!he 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 Technologyl and. offset requ'irements, , 
the plant's remaining (residual) emissions' 
continue to impose costs on soeiety. If the 
utility can reduce those residual emissions, 
the reduction provides a benefit t~ society. 
~hus, 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 resid.ual emission 
values as appropriate for Edison's resource planning: 

, " -.... 

• - 6 -
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Table 1 

\ I, '\" ",~' 
'.',', 

TheCEC'sER-90Residual Emissions,Values. 
C1987$/Ton) (From Exhibit 155 at 5-9) 

pollutaDt1 

NOx 
SOx· 
ROG 
PMlO 
carbon 

In-state-

$ll,600 
ll,500, 
3,300. 
7,800 

26 

Out-of-state"_ -

$2~ 700:; 
1,000., 

30,0, . 
800~ . 

26." -

. .. "-

" ''''-, 

IEP used the CEC's values in its stricken testimony. ORA_ 

used different values. ,-. ,." " '" ~. r .... .' ~.. • .... 

The amount of emissions in tons i~: ~. output o·'!:: ~e: . 

production cost simulations used in resource planning .• , ", In. the case 
."' • "', • ...... • ,f " •• 

ot ER-90, the CEC developed NOx nWX1l:lers as an output, from the ELFIN 
.. "' . ,....., 

production cost· model.. For this. COTP proceeding", :ORA; used. the 
SERAS':att and. SERAM-2 production cO,st models tor bOththe'ec:on.omic 
analysis and the NOx estimates. 
Motion to strike ORA's ana·IEP' s 
Testimony on ResidUAl Emi§s10Ds' Cost§ 

A. Positions of the PArties:. 

" "',". 

ORA and IEP contend that:- the AU erred· ,in qral7,t:il.lq 
Edison's motions to strike both ORA's and IE:?' s testimony;.on 
residual air quality costs and benefits. Accordinq to ORA, the AlJ 
rulinqs violate Public Utilities Code'S~ctio~ 701.1,·a:nd'are 
inconsistent with Edison's position in other p'roceedinq~~ -the 
Commission's eurrent policies, and the CEC's recognition o'f 

1 NOx and SOx refer to nitroqen oxides and sultur oxides, 
respectively. ROC reters to ·reactive organic qases.· PM10 refers 
to particulate matter less than 10 microns in diameter (dust). 
carbon reters to carbon qenerally; the main source ot carbon in 
enerqy emissions is carbon dioxide which is included not because it 
is a criteria pollutant, but because it is the principal qreenhouse 
qas. 

- 7 -
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• resid.ua1 environmental costs and,):)enefits in E~-,90 .. and" oth~r " 
" I •• • " •. ". c ,.. ~ ... , • ~ I.. ~ .,: H' i. " _'~ 'L ~_.'.' j .J ... '. 

proceeclings. " , " ~.~,'.. -", " 
• ,+. "' '",.' ....... ' .... , 

Applicants. contend. that the AL]'s rulings were proper 
• '" • '. • J , '..' t.' ,',~, _.,.,'" ,J ',,' .' 

bec~use costs and. benefits associ~ted with air quality, ,are 
" .. ' 

environmental issues which should, have been ~.l.ised d.uring the 
~ .. ., .-

EIR/EIS process" and. that to allow, these issues to, be_ raised .in 
. . .. . . . .. .. , .. ' 

this proceeding would. be contrary to CEQA. ,In addition, PC&E, , 
argues that application of Public Utilities Code sec~ion 70i.,.lto 
this case would. constitute retroactive application of the, sta~ute 
.' ),.' • u' ~.' 

and would be contrary to the legislature's intent. Finally, ,Edison, . ,.' . 
and CEC assert that there is n:C), legis.latiye mand.ate to apply" 
Section 70l .. J. to this proceeding. ',':', 

B. Discussion 
.' - . 

There are two distinct ,arguments, concerning ,the, ~., '" 
, ... . ". ",' .. ..., ' , " ~,.'" . ~, 

application of Section 701.l in this proceeding'_ The ~:rirst. "is the " 
... • .J • . L~ "'~' 

The second. admits the contention that we are preclUded. by law. 
. '. ~.. ' . . .. ,.' . , " 

• 

commissl:0n~s legal authority to. ,applys~ction 701~1,butasse~~ , 
that such application ,would no:t, be prudent. We rej,_e,c't:, ,botl,l., " 

PUblic Utilities Code Section 70l.1 was apprQved by-_the 

• 

. ,. • '4. ",_ _ 

GovernQr onSept~er 26, 1990,priQr ,to the commencement of 
hearing on Nove~er 26. It became effective Qn January 1" 19,91, 
after the close of the evidentiary record ,o~ December" ,ll~.~~,90. ~ , 
The legislatiQn adoptinq Public Utilities Code Section 701.,1 ,also 
added Section 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 improve the environment, and to encourage d.iversity of energy 
resources~ The legislation also, 'encourag'es utilities' to .. se'~k. to" 

L • " • ' " ~'. " • '" .) _ "." ,.'. -,. \ •• 

exploit all practicaJ:)le, cost effecti ve,., and. reliable conservation 
~. . . "" '. "". ," .C. ',",,,,' 

• , ! " ••• ~.' "....,. 

.' "" "-, 
.J..-- ..... '. ' . 

• "1-'"< . '" • ,\/ .. , It 
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and effici~cY:' improveme~ts:~" t.astl~i, the' legis'lation requ'ires the':" \ ,: 
commission and the CEC, in detennining' cost effectiveness of:~ener9Y:';:'~;: 

resources,' to- include a value f~rany costs':' and" b'enet-its- to" the 
environment, incllldinq air qual'ity~3 . " ,- - ',' ~ 

As is evident from'the chronology, the --, leqisiature:' was 
conductinq the p~lic ~usiness ,~n a" timeta~le Which,: :partiaily' 
paralleled the pro'cessinq of the applications in thei'nstant' 
matter. We are now asked to decide whether those applications'may 
~e s@jecteCl to the requirements of' a statute which. was ~enacted but 
had not achieved an effective date prior totheconclus:ton o'f -the 
evidentiary submission without :offense t'o notions of 'fundamental" -. ' 

fairness. The issue is important. It' has arisen 'on 'previouS: 
occasions and is likely to ~e encountered in the futUre. I'n our 
view, it cannot be answered' with a- categorical N'yesN'" -or an " " 
unconditional N'no. II' " 

A neqativeanswer would' be- appropriate 'if" le'qislation' 
altered the requirements which an applicant- would -berequire'd~'to 
establish and intruded upon the aQ:minfstra1:ive' proceeding ata~;' 
point in time in' which. the applicant was deprived~'ot ari-'-opportunity 
to meet that burden. In such circ'WIlStances, due process-would 
require that the decision maker either deem theapplieant"exempt 
from such standards or reopen the record so as to -accord~the 
parties an opportunity to satisfy 'the newly articui:atedburd:en. On 

~ ·'1' ,'_ .• , 
,. , , ,'~ , ~.,. 

~ • _ • T ,. ' • ., ." :.~ '. .. ' .... , ~ r • .. ~ '0- ., u. ... 

3 The AI:! exclud.ed. the. ORA'.,s and. IEPfs,. s~missions, re~atin9'_,.to, , ... 
residual environmental costs and benefits' because~·the "issuesra.ls·e'd."· . 
were ,Nenvironmental II' which should _have' .ceen considered:' in. -the: ' _ ,. ,- ,: ... ',', 
ErR/EIS prepared ~y TANC and WAPA.· (Proposed Decision at 
pp. 13-21.) Such a view does not accord with our understandinq. 
There are fundamental differences between the analysis of 
environmental effects performed pursuant to CEQA and the cost
benef'it analysis required by Section 701.1. While nothing would 
prevent the analysis required under section 701.1 ,from. ~einq, 
undertaken as part of the environmental review process,. Section 
701.1 imposes requirements distinct from those of CEQA.··· 

- 9 -
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the other hand., - it, the impact ot ,the, ,legislation ",d.id. -not alter the .', 
,. ." ". '.' ,.' , •• oj ..... , ",. .. '., ' •• '" ... 

nature of the showing required. of ,the ,applicant,. . or_merely d.il::eeted. 
• • """", _",.,. •• ., .'. "', c •• '. -., ". .~. ••• .' " 

the d.ecision maker to accord revised weight to matters "already· in., 
~ , '. .' '.' ' ," ~" .. ',"" . 

the reeord., the applicant could. not complain that~tl:l~,publ~e. 
):)usiness was- executed. aecording to the m~st recently,formulated 
articulation·of the public interest. 

Such a view is in accord with decisionsot,our;supreme 
Court. In, Santa Monica Pines I Ltd. V. Rent COntrol Board,.:3 5, '.' 

" . 

Cal. 3d ssa (~984), the.court deemed the matter governeclby.the 
concept of equitable estoppel. Marshalling preced~nt the court 
declared. :. 

This is a principle ot equitable estoppel which 
may be applied against the government where 
justice and tairness require it.;. ' ' 

An equitable estoppel requiring the 
government to exempt a land use trom a 
subsequently imposed regulation must 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 
includas the regulation in question and 
(2) reasonable reliance on the promise by the 
promisee to· the promisee's detriment ... 
Appellants here cannot have a vested. right 
~ess and. until both. of these elements of 
estoppel against the government are 
established. 4 
,IsL., at 866-67. 

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

->,/.<, .... •••• ...., 

' .. , "', '. 
• , ,. r ' •• • ." .... .,.... ,...... " " 

4 For a recent case' illustratinq an application:~6t, this-:: :~' 
equitable estoppel. doctrine see, H99k' Investment COmpany, Ipe.' v~ . 
Citv and County or San Frap9iseo', 215 Cal. App. 3d. 43S·, (19S9) • 
Estoppel in the face ot a vested. right is also extimsively' " 
eliscussed in Spindler Realty Corp. y,' Mopnipg, 243'. Cal. App.' 2d. 
255, 263-69(1966). ' ,.~: .. :'-,' ' 

- 10 -, 
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Section 701.1 would not':be utilized' in- determininq'::whether·:.a CPC-xN 
would' issue. . The consideration of 'costs'and"l:lenefits:::of residual" 
environmental effects mandated·:by Section 701'~ 1 could: not possibly 
have taken the a.pplicants :by surprise~ Indeed, the statute' merely 
codified established Commission practice~ Prominent'amonq' the· 
recent examples of such an analysis' are the reception of the' 
application for the Devers-Palo Verde' II' transmission line .' : .. 
(A.SS-12-012) and the Biennial Resources PlanOpciateproceeding 
(Update, I.S9-07-004). 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 AIJ. . To 
the contrary, ·they were confronted by evidentiarYs~missioris on 
these very points; submissions which they actively· sought' . to 
exclude. 5 

The argument that a permissible utilization Qf, 
section 701.1 would. :be imprudent is quickly:. disp~tched.· The 
content of that statute plainly eml:loc:liesthe values and~"'90als first 
articulated in commission proceedings and,thereafter embraced by 
the elected representatives o,f the people' of California .. ,No 
provision of the statute exempts pendinq applications, and the 
applicants have cited nothing in the legislative history:Which 
would warrant the conclusion that the legislature intended that 

\' '- j , :., 

S We also note that the california Energy Commission has 
recoqnized and embraced the relevance o,f these issues to electric 
resource planning in its own ER-90 proceeding.. The CEC urqed the 
Commission to apply ER-90 in Phase 1B of the Update. We are thus 
perplexed at the CEC's inconsistent submission before our ~ that 
an application of the approach it espol:lsed in ER-90 to this matter 
Hwould be extremely. prema -t:-ure ..... H (CEC Concurrent· Brief, ,p .... " 23 .. ) 
In essence the esc loS urglong the Commission to- ignore ER-90, a we·ll 
considered work product characterized by the Independent Enerqy 
Producers as Htbe aband.oned child.- o,t the CEC .. H (IEP" Comments, p. S) 
This we d.ecline to do. . 

- 11 -
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• these matters be stayed with respect to parties:·w~o ~ould ,<. ~.: ';",:;:; 
deInonstrate no prejudice by their applicatl:on.~·= '::, ........ -.*''::-... -::~' "'-

Although the CPUC finds that ,the ALJ-:,erred .. in::ex~.~uding 
ORA's, and IEP"s. testimony on these issues, it cannot, now include 

. ~ .. 

that testimony in.-the record because of. thetime,constraints:of the:,::., 
Permit Streamlining Act. (Gov. Code,. §§. 65920 et;-seq.), 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~proceedinq are not possible if -
the Commission. is. to issue a final decision prior to the Ndeemed 
approvecl!'# deadline. (Gov. Code" § 65952 .. ) 

The burden of pr~of justifying the issuance:.of a· 

certificate ofpul::>lic convenience and-·necessity,(CPC&N) i$.:~lear1y 
on the Applicants. (See, e.g., Be San pi~go Gas and-Eleptric Co. 
(19S8:) 2'7 cal. F-. U.C. 407, 410'.) As part of· that. showing ,,:.~ 
Applicants must prove that the~ project: is cost effective:. :,:(~. 
util. Code §§ 70l.l and l102".) Because .there is no record on:, which 

• 
to base a determination of residual environmental ·costs and- .'. 
benefits, we conclude that the Applicants have, not·, carried~ their· 
burden of proof on the cost effecti venesso·f the proj ect~ under 

• 

Public Utilities Code sections 701.1 and 1102. 

In making their motion to· ·str:ike, Applicants, assumed· .the 
risk that the A.L:1 ruling would ]:)e reversed.., .. When· the; ALJgranted ' 
Applicants' motion, he warne~ the Applicants that the Commission 
could. reverse the :r:uling and reopen the case.. .Asked .. whether the 
Applicants were willing ·to- take .that. risk, attorneys ,.r.or Edison· ,and. 
PG&E answered. that they 'Were.. (Tr:. yo1 .• S, pp., 9·0,2-9,03 .• ) The 
Commission cannot now reopen hearings .... Weareleft:~ith··:an- __ :.. . 
incomplete record, making it impossible ·:for·the Commission: to, 
comply with $:ection .701 .. 1,. We .therefore: .tind. :that Applicants. hay-e, 
tailea to make the requisite showinq'unc1er Section 7 0 l;.:l .. 

- 12 - .. 
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Will CO~ Be Bu.ilt I:f"'the':''':~, 
Applicants Do Not Participate? 

. I,. 'r' .. - .. ,.... . .. , ., .... , " '.1. ,,;:;e 
, .. At· the prehearinq conference : Applicants , moved·:; to" strike 

DRA's prepared' testimony concerninq the - no-proj ect~· scenario: on:~ the' ,:,:::': :' 
qround that COTP would'DeDuilt DY the.municipal participants'~" .Ie:·' 

rec;ardless of the· participation of the Applicants... Eliminating the~' 
no-project scenario would· also· eliminate the.issue of need. tor the. 
projeet (as distinct from need for the' Applicants' participation in. 
the project)". 'rne AIJ held that theissueot whether".COTP would be 
Duilt if the'Applicants do not participate would be,ruled~on,only. 
after evidence was taken and would be' heard 
and ORA presented testimony on this. issue. 

,A. .' Position· ot the Parties.- . ., 

first. ,.Both· Applicants'" 

\ .... ,>,., I ,~ 

. AppliCants .,.,.... ,.; 
On behal·f of App,licants , the: Execut'i ve Director :o:f T'ANC·".· 

testified that COTl> will: be built- irrespective.of,'the·:pa~cipa.tion :, 
of the Applicants. He testif:ied that 'rANC"'had completed :financ1nq~", ' .. 
arranqements for· COTP and that construction had: bequn, .. ,'~$2'S3 
million in revenue bonds has been issued·· an(f$2S0, m1l·),;·10n in 
commerci-al paper ]las :been autho,rizecl:.: He said:· th'atTANC~S:·: .. '. 
financing arrangements were structured such· that COTP can: be, . 

completed·' even it' WAPA 'and TANC·areul timateJ:y the only:· 
participants in the project,. 

.l2.Bl. 

• .•• ,I ", .. ,: 

ORA's witness asserted',that" ,therewas'a· ;~l:ikeJ:1hoed> that: ,~<. 

COTP would· not be comp,leted without';IOtT'part:j;'cipat1on'~<He: '.":. 
adl:ni tted, howeve'r, tha t·the probability associa ted~ with' DRA~~s, 
contention was difficult for ORA to:measure.Hesaid~;that·; PG&E al,'ld';" 
'I'ANC could not reach agreement regard"ing interconnect'ion: necessary' .. , . 
to aft'ord a 'sCheduling path to- the service areat"o:each:'TANC';' " ," , -
participant. I,f agreements are notreachea, the:proj:e<:t coulcl be', .• , 
cancelled. 

- l3 --
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" .. , " 

On cross-examination he admitted that he did not know 
,.. • " " " •• ,.. " -. " •• " <, _. .,;, c 

what aqreements and what physical interconne6t:L6nsexi:s:ted 'lbet'Wee~ 
.• . '. ' " . . . " .J . ..~.", " ..... . .' . '. :", I '. '.. ..': .,. ~ ';. ) 0:., ,., _,. 

PG&E and other TANC members. He testified that he thought there 
was uncertainty over whether TANC has the -financial ~esou~~'~~ to 
finance COTP'should the IOO's not participate. Hesaid'tlia~ TANC 
may not be able to obtain long-term financing for the -I 00' shares 
represented by the $250 million in commercial paper,and that 'the 

Sacramentc MUIlicipal Utility District (SMOD) is financially. 
unstable. As TANC's largest member, ORA's witness ~aid, SMtJO'could 
bring about a Ndeath spiral" through its efforts to' ,.elimina't=.e the 
deficit resulting from the write-off of Rancho Seco. . . 

'I'ANC's EXecutive Director disputed each of,ORA's: 
arguments, pointing out that since TANC's revenue bonds ,were 
insured and issued on the basis that TANC 'Would finance the entire 
COTP if necessary, there was clear proof of TANC'sfinancing, 
ability. He testified that TANC had beCJUn construction, had . , .' 

financing in place to complete the project, and was in the process 
• of negotiating s~itable arr~ngements'Wi,th PG&E to pr6vide~he ... ' 

necessary transml.ssion servJ.ces whether or not PG&E is a 
.""", 

• ' 

participant. 
B. Discussion 

'At the conclusion of the testimony 
stated that he' was persuaded by the 'eviden,ce 
built by the municipalities even if the IOO's 

'~ J' 

on this iss':le, the AU 
that COTP wiii be 
do not'participate~ 

We agree with the ALJ. The evidence is persuasive. These are the 
uncontroverted facts: (1) project construction began irieJune 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 predict future events 
wi th certainty .We must. decide cases )::lased on- th~ evidence 
presentecl. Certainty is not possible-~" i:t ~s the weight,o~:f,:~the 

. , ' • ....,~, ~.I. >"!" 
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. . ,.' ... ,'" 

evidenoe that oounts and the 'evidence is oonvl.nol.ng that "COTP will 
~e ~uilt regardless of the partioipation'of'App'li'cants. ' ','-

. ... .' ,~~ .. ". ,...... ,', ." , . .., - . ,", 

Our oonclusion that COTP will be built even'if the "IOU's' 
do not participate does not neoessarily" mean that the' evidence 
regarding thano-projeot alternati";e s~6Uld have been •. exolU:c:ied. It 
would have been appropriate to aamit the evidence in order" to 
provide a baseline for cost comparison. 'However, since ~e, ,dO not' 
find that this evidence is crucial to our d.ecision; we will not' 
address the ALJ's ruling. 
Pacific Northwest capacity Ayailability 

Integral to our determination of the need" for IOU 
participation in COT:? is a determination of the a~ailal?il~~y 
capacity. surely if we are not co'nfident that, capacity is 

o,f PN'W 

.... 
available, we should not authorize utility participation in 'a' 

project whose cost effeotiveness is dependent on capacity 
benefits. 6 These capacity benefits are ~ased on the assUmption . ,. ;., .. . 

.,.:. • 

that Applicants will purchase capacity over COT:? from'th~ P~, , 
permittinq them to defer or eliminate pla:rmad qQneration'projects. ". " 

A. Positions of the Parties 

Applicants . ~'" . ('. 

The, Applicantsarque that the,re is ample PNW c~paei tY. 
They state that the Joint Study based the availa,i:)ilityof,P~ 
capacity on conservative asswnptions and that there would 'be ','more 

.' . .. .' ~ .. 
than sufficient capacity to till both the existinq interties and 
the COTP. 7 ' With respect to' energy, the Apl=llicants 'claim the' 

~ • ...... ... .' .' I. / 

•• ' '::,: "1 ::.' ;.~ • 

6 In its application, PG&E claimed $3S million in capacity 
benefits (PG&E Concurrent 'Brie!', p-. 40,), Edison claimed '$l52~.6' ":" 
mil;ion stand-alone a~d $242.7 million merged ;n capacity:benefits 
(Edl.son Concurrent Br~ef, p. 37) and SOG&E cla~mea $3.S7 million in 
capacity benefits (SOG&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 .. f?recast 
loW' and. med.ium-hiqh forecasts,of the.NPPC. 

between __ the .. medium-
. , -'. ~ 

- "', "',, ' 

~ 
since construction ot COTP.was .conceived, ORA, notes, the 

..... " 'r >, ' 

IOU'S need for additional transmission capacity to the PNW has,. " . ~ " . - . 
decreased. Upgrades to the existing Inte~ie have, incr~as~? the 
IOU's ,firm entitlements to capacity by more't:llan,participa,~ion ~n 
CO'I'P would. Exchanqe aqreements haye also. increased. IOU capacity 
rights. ORA argues that since CO'I'P,was o~iginally conceived in" 
1984, the availability of PNW power b.as,decreas~d. It also.argues 
that price savinqsassociated with PNW energy have decreased. 
'I'hese trends, ORA states, are likely to continu~~ S' ',' " 

IEPstates that the Applicants seriously ,overestimated 
• ." " .' • '-< • 

capacity availability from the, PNW so, u,tility capa.city l:le~_e,~i_ts 
should be siqnificantlyciiscounted •. IEP p~i.nts, out ~~t; ~t,.:, 
believes to be. several omissions omd shortc~niinqs in, Applic_~nts 

• showing: 
o Applicants assume the Northwest's aluminum 

industry would. be interrupted to supply' " 

• 

power to California; . , 

o Applicants assume a 66% capacity factor for 
new Northwest, resources.:, adopting" a BPA 
assumption over an SO-87% capacity factor 
applied by NPPC; 

o Applicants assume new Northwest'resource's,:·,· 
would not require any reserve margin; 

o Applicants assume no line losses • 

- 16 -
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Once- IEP' makes J.tsad.justments,t6 Appl,l.cants"; showinq:,. :.: ", '.' 
the figures ind.ieate that no capacity will' be :'available-to" the lOUs', 
in the long term over CO'I'P .. 9 '.... 

IEP disCusses two- C':[Ualitative~issues' relat'ingto·' the 
estiJnate ot available' capacity.. It stateS'" that' Applicants'; assume 
that none of the summer' capacity Applicants cla'im is~ available wi!'l: 
be used by' C~litornia's competitors'· in the Oesert' Southwest.'" IEP .. , , 

also believes that Applicants err in iqnoringthe Northwest's 
qrowinq reliance' on calitorn'ia winter'~ enerqy and the impact"of that .' 

reliance on summer capacity available' :for' sale by the:' Northwest to" 
California,' thus increasing the uncertainty'ot' the IOU's' capacity 
availability numl:lers.. .. 

BoweD 
Mr .. · Bowers, an engineer, alsc)'challengecl the; Joint 

Study's conclusion that there would be" more than sUft'i:cient·lL. 

capacity available to till CO'I'P", as' we'll as' the existing" interties, . 
over the lite ot the project.' He cllaJ:lengedthe Joint'StUdy on'tbe 
same grounds as IEP. He also argued that the Applicants' analYsl.s\: 
erred in several other ways by:~·.· 

o including resources not' available ·duri'nC]',', .. : 
summer~ 

, _ , '. ' , "' J ' •• ,. ., I. 

o applying an incorrect availab'ility. .. factor. to 
large coal plants:; ...." . . " .... : .. -:'...' 

o ass'UlD.inC] average weather con~itions in 'the 
nor:t,hwesti ·and, , _ ,.... . .~ . ;;. 

o omitting plant maintenance. 

9 ~ee : OpeninC] Brief ot th~ In~:ependent ';rier9¥':> P';oduc:e~s~}:~', ,::, :':'>", .~,' ~.:.·.r:, 
Assocl.atl.on, p. a, for quantl.tatl.ve analysl.s. . .' . ri....· ... , ... ~ ,. --
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• In his opinion there will be 2497 .MW to ~921 MW of surplus capacity 
available'in'th~ Northwest in2009'~' . "-'oe': :;':: ·>:::'::~.':::,c ,,' 

• 

• 

B. PiscuSsiOn ,_., .",::' ",., :";:". .1. 

' .. ' , We are .convinced by the testimony of DRi~ "j:EP'~ ~nd:;Bowers 
_. I .' ~ '-" ( 

that the Applicants have overstated PNW capacity benefi ts~ '":IEP and 
Bowers note several deficiencies and omission~irithe'ippii~ants 
testimony' regarding PNW capacity availability. When' capacity::' . 
numbers are adjusted for theSQ factors, they,clearly indicate. there .. ." ,." .~' ... " .. '. '., 

will not, t>e enough surplus capacityavaila~lefor IOO' COTP 
, • • • ,. L 

participants.. We make. the following ad:),ustments to the Applicants 
, .'.,' .-

Joint Study analysis for September' of 2'009:. .,' , ". 

.... ..rr'·, 
./, I, L. ~ 

, . ,. t,· 
, .," .< .. _ ,,'" r 

I~' ./',,' • 
',,",. ~~"_.;_~.J"'."_' 

'" ..... 
, ,. .., "', _. ,.... -"~, ........... 

r ,., ..... ,. ' ,., ~.' ' ... 

" -' ,", ',.,., . 

. 
, - -. 
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Septelliber 2009 surplus per"APPli~an~s:" 

Adjustments (subtractions f=om available 
No Interruption of OSI Before CA 
Nonexportable Aaditions' ,., 
Maintenance Reserves 
Transmission Losses 

Total. Adjustments 

capacity'Remaininq'Atter Adjustments' 
Firm capacity of Existing Lines· . 
Less Unused Portion of LAOWP . 
Existing' Line Used for Capacity" 
Surplus capacity Available for COTP 
MUnicipal Share of COTP Firm Capacity 
capacity Available for the IOO's 

, " .... , .. ' <.~ ' .. :~, .... ' .. , ,,,. , 

';H 2. 599,:MW:. 

:'4·~'870;"5-, 6~91!W 
,Sr680 ,MW 

'. 716MW' .. 
4,964::MW: 
0-68S-rMW'16 

74S'MW 
OMW 

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

10 Exhibit 9, p. C-V-17. 

11 openinq Brief of IEF, 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,lSO minus 1,500 MW firm COTP (Exhibit 9, p. C-V-17). 

16 TANC and the Southern City owners of COTP' own 49.8% of COTP 
(Exhibit 9, p. C-II-41) or 74S of the 15,00 MW of firm capacity • 
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cost-Benefit AnAlysis , 
The tll%-ee Applicants, and ORA' presented~~ bost;'be~eti t':;:' ,;, ;'" 

analyses to determine if it is econo~icallY'fea~'ibie" f~~' the""iou'~': 
to participate in COTP. ORA made its analysis unde~,varyinq 
assumptions: (1) that CO~P would ~,' 1=e built without IOO' 
participation, (2) that COTP would be built without, IOU 
participation, and. (3) that out-of-state emission costs: Sllou'ld be 
included und.el: assumptions 1 and. 2. Because of the rUll.nq which 
excluded testimony regard.ing out-of-state emi~sions and. th~'time' 
constraint we face under the Permit. Streamlining Act, our 
d.iscussion is necessarily limited. Two important,aspects,of the, 
cost effectiveness analysis in the record. concern whether, CDWR and. 
SMO'O will have to return SOO MW of PNW capacity to the'lOO's in 2005 . " .. 
and whether the cost of south of Tesla reinforcements ,should }:)e 

. , .. . " . ~ 

includ.eci in the analyses. ,Because these two items play,suoh an 
important part in ORA's analysis, they' will be considered'" 

", 
> • .,1\, 

: .... I 

separately. , . 
• ~. SOUth of Tesla ~SsU~ '~' , ", ~.', :~.: 

.' The termination. point of COTP is near PG&E' s Tesla 
Su.cstation in Northern ~lifornia., To bring COTP, power t;;~ S·outhern 
california, PG&E must d.eliver it to its, Midway s~s:t~tion'a.bou:t'200 

• 

, • h ' '" •• • ",. , 

miles south of 'l'esla. In order to provid.e firm. transmission ,." 
service to customers in Southern cal~fo:rnia, certain' upgrades~ .. must, 
be made in PG&E' s transmission system at the. time CO'I'P' .. is buil t,_ '., '. .~,., " .. 
Theseupqrad.es are known as the "Initial Reinforcements," and will 
cost approximately $12 million. ,No one disputes the neeci,.'northe 
costs, nor the' cost, allocation,.o'f the Initial Reinforcements,. 

In addition to the Initial Reintoreements,th.e .. parties, 
have icienti-fied the potential need. for inoreased. tran;mission 
oapaci ty between Tesla and Midway _ The provision' oi this 
transmission capacity. will, result in cos:t:s to PC;-&E , either by , , . 
(a) requiring PG&E to operate some of itsp'lant;~: in 'a' noneconon{.i.o. 

manner ("mitiqationH
) to get around transmission const~~in~~ .i~:,,~he .... ,:; 
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, .. , . -:,.....'.- ~ ", . ...., ,,~, ." -,. '. ,. 

San Joaquin valley, or (b) to make signifieant eapital "a'dtfitions:"'to " 
- ,._. . " '" .' ."' ....,' • !, ,"'I "q r"~ i ..r" 

its transmission system between Tesla'and-Midway"substations, or 
both.' ,.': " ~" ,.',~ ;,:>:: "" 

ORA assumed that the' Los Banos':"Gates li'~e' would': be' built;' 
in 200S as a proxy for actions PG&E would have to take.' The 
Applicants assume zero additional eosts for a'ny ' South: of'Tesla 
mitigation or construction during the entire 40-year' stUdy:' p~riod. 
The construction of the Los Banos-Gates line, or' its' surr'ogate'~ is' 
referred to as the South-of-'l'esla Reinforcements (SOTR)." 

ORA's brief fr;:s.mes theSO'I'~ issues as tollows:(l) when 
will PG&E have to begin dispatehinq its plants in' an uneconomic' 

.', ,. . 
fashlon to avoid curtailinq power deliveries of, COTP power-to· TANC 
and SOuthern california utilities, (2) when will it' become' less' .. 
expensive for PG&E and the Southern California utilities to make 
further capital additions than to continue the uneconomi;;:: dispatch 

- . .,' '" 

of its system, (3) how will the costs of these additions'be 
allocated between PG&E and other COTP participants, and (4) 'are 
these costs properly considered part of C01'P. 

. .', " ., , .. ,' " 

Ac1dressinq the fourth issue in! tially, DRA, TURN'," anti IEP 
~... -.. 

all arc;ue that the costs of the SOTR should be included i'n" a' eost'-
effectiveness analysis of the CO'I'P pr<?jec::t,costs. ' 'I'he: Appli~."nts, 
on the other hand, arque that it is en~irely appropria~e r;ot' :to 
incluc1e these costs in their cost;;"effec::tiveness analyses given 

" . ,,'" . '. ' 

their view of the speculative nature ~t the need tor ~O'I'R. 
However, PG&E in its first application for CO'I'P includetithe costs 
of SO'I'R. (TR V.9, p. 1062: Weatherwax/ORA; Ex. 141.,-, 'Iri' ~is 1987 
application, PG&E stated that Los Banos-Gates may :be needed. in the' 
mid- to late 1990s at a cost of $-169: ~illi6n'.(EX. :141 ~t C:;'~3). 

1'0 justify its latest conclusion that the SOTR cost's can 
be excluc1ed:from the COTP' analysis, PG'&E' did a loac1 tl~w ~'-tUdy ~ , 
This stuc1y containec1 two major changes in assUlnptions:frbm PG&E'S 
1987 application. C'l'R V ~ S', pp. 578-79:' Morris/PG&E) ;'Fir~t~~ ~here 

, , .' ~ ••• • '.. L 

the prior application had assUlned that both Diablo Canyon units ' 
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• could be sh.ut down. simw. taneo:usly, this. .study .. as.~~ed th~t. one . 

• 

• 

Diablo canyon~ unit operated at all times. (Id.) .Second".P~&E ..... 
• . ' ,. .._ ,..,. " '. t, '.. • ~ ,.. 

assu:med that .the contract demands of the entities entitled to .. ~ 
~. . I·.. .1. ' .... " , 

service on its southern system occurred on anon-simultaneous , 
• • .". .'. '.'. I • '.' ,_ ,. "_ _ 

basis.. In its 19S7application, PG&.E had assumed th~t,: all.::, 
contracting entities wow.d demand transmission seryice at, the same 
time. (Id.) ,PG&E's witness agreed that both of these changes 
reflect less conservative assumptions. regarding the need for. SO'l'R. 

" .. ,. 

(TR V. 5, pp. 581, 583-84 : Morris/PG&E. ) ,.': 
"" " 

Further,. in response to 'I'URN'~ data request, ,~G&E .refused 
to commit that it would not seek to recover SOTR costs before 2005., . . ' , '." ' 

(Ex. 165,p. 24, App. c.) Finally, in response to anothero,f 
TORN's data requests, PG&E stated that SOTR costs are linked to the 
construction of C01'P. (Ex. 165, App. C.) . We agree with.., IEP:, th~t 
the refusal. of the utilities ,to take any measure of shareholder 

, N.'. ,. 

responsibility . ~or their estimate., of zero S01'R costs st:l:'.~nglY 

suggests that th~ir position that. no SOT~R ,costs are reCIUir4),d ~s 
simply not credible. 

, "" ",' 

There is. a risk that .sh~uld .S,OTR become nece~sary.~olely 
because of the use of COTP, the coml:>ined.. cost of COTP .. plus SOTR, if .. ,. . ." ." ." ~ 

considered today, would make COTP: uneconomic. 'I'hisis.a risk 'Chat 
the Applicants are clearly unwil.li71g, to: take and onewhich. .... this 
Commission is unwilling for ratepayers to assume. As such" we 
agree with ORA, 'I'ORN, and. I.EP that the. SO'I'R costs. a?=e prope:t:ly 
considered part of COTP. Deferring consideration of SO'I'R.~.osts 
until a s~sequent CPC&N proceeding. fai,ls to protect .ratepay:ers and 
is nothing more than lII'a form or reg-ul,atory increme~talisl1l:~; where 
each. piece of a proj ect is analyzed assuming. ,that the o~""erp_art is 
already built. (TR V.9, pp. 1069-70: Weatherwax/ORA...) 

We now turn to the questions of the ,maqni tude .. and" timing 
of SO'I'R 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 9'0 into service in 2008 at.a cost o,f . 
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approximateJ.y:' $:1;-18' million1n 1993',.. In "Hght' o f"PG&'E's, previo,"" : '"~ • 
testimony j,:ri' this :rna tter " ORA r S timing assumpt".ion' app'ears '", ': '/, '::: ':;' ," ~ 

conservative. As well, oRA"'s cost assWnption is'con~:dstent:witn 
other previous estimates' of the pro'ject's' cost.':AS"such,we :find 
that the inclusion of the Los Banos-Gates fine in 2008 at "a" c'ost o'f'~ 

$ll8 million in 1993$ is a reasonable proxy- for additional ' 
reinforcement actions PG&E mustundert:s.kebecause" o,f CO'I'P"' s 
construction. In terms of allocation :o'f 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 determining' the, 
cost-effectiveness of IOO' participation in COTpwe wiil adopt ORA's 
allocation of' $ ... 0.9 million in costs to PGScE and $:j3'~l million to "" 

, ' 

Edison. ,,' 

B. ' The CDWR and' SMO'O Contracts 
In Auqust 1967, 'PGScE; 'Edison', and SoGScE "entered' 'into' an' 

EHV' contract with SMC'D to provid.e' SMO'o with '200 MW oftra.n!n'll:is~ion ' 
service on the Pacific AC Intertie; 'The 'contract' 'states that it 

•. n.,. '" 

"shall continue in effect until January l, 200$." (Ex.' 'S7r~ On' the 
same day that they siqned the SMO'ocontract; PGScE, Edisorl', 'and 
SoG&E entered into a similar contract" with CDWR'to provide"':CoWR" 
with 300 MW of translnission service onthePaci!icAC Intertie~ 
That contract also states that it "shall: continue in effect' until 
January l, Z005." (Ex. 56) These layotts are expected' t'ocont'inue 

. . ~". 

until 2005. Both the Applicants and ORA have perfor.rned the'ir' 
analyses recognizing that SMU'O and" COwR will:" continue to, use <this 
transmission service until ZOOS.. The parties differ intha:':"".: ORA. 

accepts the contracts at' their word- -that 'theyexpir~ irC2005~; 
whereas Mcl:]> ot the Applicants assumes' that the :cont'raets W:iii b"e 
continued beyond 2005. 

1. Positions' or the Parties 
Applicants 
Xn Oecember 198"4, the' Applicants' and" 'SMt10 amen'l'~d: th'e .,. ," 

1967 SMUO :EHV contract.' The eri'tical': section ot' this" alnei"diUei-it" , .. , ' 
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~states that upon the three IOUs rece~v~ng cpue approval for 
participation in C~TP, all four parties to the 'contract:'(wili: amend 
the contractt'o extend. the 't:ermof' :the 'contra'ct: ~"( and~ ·tb.e·~eby the 
IOUs' 2'00 MW 6f' transmis~io~ service "~o, SMUDr '''for: th:~';'~use"iui':li'te ' . " 

of the existing Intertie." 

~ 

~ 

The COT? MOU (Ex~' 55) provides that if'PG&:e- gets 
satisfactory epue approval to particip'ate in COTP, COTP is bu'ilt', 
and CDWR execute's th~ p.roj ect. participa tion agree~ent;-' the~' the 
terms of the 1967 EHV contract between COWR, PG&E, Ecfi'sod~'and 
SOG&E Nshall be extended tor the usetul life of the" existing Ae 

Intertie." 

recapture of 
entitlements 

The IOUs' base cases assume- that there' wou'ldbe no: 
... , I: .... ·· 

the existing 500 MW of Pacific Intertie'-EHV 
.-. • • ~I- • ~ • , .... -.-

from eDWR and SMC'D. This assumption' is 'based" 'on the 
uncertainty that recapture will occur, and. on the unknoWn·impact of 
regulatory and political' cond.i tions'lS., years in -the !ut':;'re .. ', Here,. 

.. ' . . , --' .' 

both eDWR and SMOD submitted evidence affirming their intent' to 
, ,' .... ,,'-

extend their intertie contract: . Thi'sevidenee demo'nstrates '::that 
.J ,," •• _.,,' ' •• 

the Applicants cannot terminate these ' entitlements without FERC 
approval. 

, -. ~ .. 

ORA. admits no surprisa that CDWR .and., SMtr.O ,-will want 
to extend the intertie contracts beyond the' year 20,O,5,;::':sinee the 

, '.' 

service is virtually free.. ORA wonders, however,wny'the IOUs do 
not actively opposa extension ct: these,contracts~ O:RA':notes' that, 
in contrast to a new capital.investmentsuCh'as eo'I'P;"the current 
transmission lines are heavily depreciated and yield little return 
to shareholders. This qivesthe IOUs littie i~centi~e :to, e~d the 

. ... .. ..., . . ., ,'.", 

contracts.. ORA argues that, without . roo: participation: in COTP, the 
munis would :be rich in transmissi'o"n capacitY'(.l,:sqo, MW:·'~n COTP 
alone). Thus, ORA believes, the munis will have trouble convincing 
FERC in 2005 to prevent termination o-r the .. contractS .. " '," 

, . - ., .' .' .. ' .,' , 
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,. ", .' 

2.. .pi:lcussion ., " . 
. . ·we ,rilld. ORA' sar~ents persuasi'~e. . 'l'he 'pot~niiil. . '. 

ability of the lOOs to influence ,the ;utc~~e o'f a: "mc' p:iod~:~~i~q .... 
, .".. " , ' , '~~'. " ": I ~ .':;, : ,: ~:: '1',1 '.'., ' ' 

shoul~ not be ignored. In 200S, it may be pru~ent fo~ these 
... , ',"" ", . ,. .... , ,'.' 

utilities to let the contracts expire .and to use ,the"transmission" 
capacity to meet their own loa~s. We ,agree that ,a muni'..:only CO'I'P', 
on the other hanci, could result inmUnis rich in trans~issi:~~ ',' 
capacity. Therefore, there isa significant pote~tial'to~; FERC to 
terminate the contracts. 
Benefits Which are Difficult to Quantity 

A. ,PositiQD Qf thg Partigs 

.. " 

• I' ',,' 

etC and Applieants , 
'I'h~, lOOs state tha,t 'participating- in CO'l'pwill'fiil thei'#~:'~':, 

nee~s in many ways: 
o CO'rP will tu~iSh' them with" increased " 

access to economic,- surplllspower;-' 
, " 

o CO'l'P will permit moreefticient use of . 
resources by allowing- increased regional' 
power transfers. allow1n~ ~reater " ,:: 
coordination and flexib~l~ty in meeting the 
needs of both California and the Northwest 
using- existing resources~ 

o COTP could give the lOUsthe opportunity 
tor greater access to- canadian power., 
resources~ 

0- coorP" meets the lOOs' needs for dispatehable 
resources since Northwest imports can be 
scheduled to best-meet-their loads; and, 

o CO'l'? will provide the ,IOUs 'with additional 
load-shaping cap~ilities" through. peakinCJ 
capacity and exchange', transactions enabl~ng 
~em to import more economy enerqyduring-
h~gh. cost on-peak periods. . 

CEC claims there are other benefits which 
cannot be quantltiecl, but which are 
nevertheless significant enough to justify 
full participation in COTP regardless of 

- 2S -
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economicl::>enefi.ts.. 
benefits 'include: 

These,' ~tra tegic 
' .. :" " 

0- the value of" cooperation. among IOO's and 
municipal utilities upon successful' 
implement~tiori of the MOO'; , •.. . 

." . 

o the ability of the participants to maintain 
a share of the'total Pacific Intertie 
capacity that is roughly proportional to 
the size of the loads th.ey serve; , . 

o the strong possibility that the static 
assumptions upon which the cost-benefit 
studies presented in this case· have been' 
oased are too- conservative, thus ' 
artificially reducing the apparent value of 
IOO' participation t~ the IOU ratepayers; 
and 

o the value that full participation has in 
furthering the goals the california' ,. 
Legislature as established bY17enate Bill 
(SB.) 2431 (1988) (Garamendi.).' . 

DBA and rEP 

.. , 

ORA. claims that CEC's strateqicbenefits arca illusory • 
• " • -" 'r 

The ORA Concurrent Brief refutes point-by-point the *strat'~gic 
benefits* claimed by the CEC (pp. 53-56). ORA also ~o~es th~t many 
of the strategic benefits of COTP would 'be achieved even in a muni"; 
only COTP. Further, ORA. arques, many of the strateqicb'enef£ts 

17 SB 2431; Chapter 1457 '(1988) . stat~s': 
'y. ,' .. 

* ••• establishing a high-voltage electricity 
transmission system capable of facilitating bulk 
power transactions for both firm and-' nonrirm 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 c:EC accrue to' non:"'IOU' ratepaye·rs. . ORA'"" concludes that 
"', -,. ,f" 

most ot the strategic cenefits alluded. to will'ce realized in a 
muni-only COT:?, and do not requir~': '~Ot1 part:icipat'ion:,'. "p~ a"lso 
believes that benefits potentially accruing to mUrii,r,atepayers are 
an insutticient justitication!or IOU ratepayers to bare the 
substantial cost curden ot CO'I'P participation. " IEPcont'ends that 
the CEC's strategic benefits are one;""'s:i:d.ed.and." unsupported 
(Concurrent Briet, pp. 30-32). 

B. Disecyssion 
We agree with ORA andIEP; that the CEC argUments are 

without merit. We are not p'ersuaded, tha't,equ.:i:ty 'p,articipation in 
coorP' is necessa.ry· to'. obtain for' ratepayers ·the beneti:t~S:'the Iotrs 
claim. We are surprised the CEC would sponsor testimony ignoring 
many of its own tindings. in the ER-9·0 only to, put forward a:t:suments 
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 ass.ooiated with 
electricity generation (in-state and out~of-state) (Ex.1SS:, 
p. 5-9). This contrasts with the CEC's testimony in thIs' 
proceeding that makes no reterence to reiidual ai~ e~is~ioris. 
Further, the CEC remained silent when "Edison moved t~ 'strike,expert 
wi tness testimony based . on the CEC's ER";;90 •. 

'I'he CEC claims IOU participation in COTP will 'increase 
cooperation cetween munis and IOUs, but many of the COTP' agreements 
have yet to ,be negotiated. Contrary to an increase in cooperation, 
the Proj ect Development Agreement has lapsed and has not been', 
renegotiated. The CEC claims as a benefit the ~i1itYOf 'the 'CO'I'P 
participants to maintain a share ot'J?NW.capacity.in .proPQrt'i~n .to· 
the size ot the loads they serve (Ex. 153, pc- ,lO) .... '.But.':.th.e cunent 
Intertie loads are not pr.opo,rtional . to . the loads they :serye,'" A 
'lull participation CO'I'P: would not 'reapportion Intertie capac,ity 
according to load. We are not persuaded cy the' CEC ~arqul!1erits .• 

• ~ .. ,- ~., ->', • 
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• Cost Ettectiveness of IOU Participation in' con' ., ,':,~: : ... ':' 
'~he commission is sensitive to,. the need.~, .. to--,:coord.inate.the,·· 

cost-effectiveness analysis, in, this proceed.inq .. with· the- policies, 
the commission has establ ished. . in .the- O'pd.a teproceedinq:. .... The~, " 
commission has' 10nq souqht as"a policy qoal the- ereation~ o-f:'. a·~. 
"level playing field." on which lOO's and. QFs would. compete to-]:)uild. 
the least cost new generation. The playing field has ]:)e.en:' the,,' 
Update proceeding •. Although COT!> is:]:)eing' .. evaluated. outside the 
Update proceeclinq, we have' attempted to· l:le' consistent" tg.- the :', 
extent possiJ,le, with the assumptions. used~ in our,.,cost- "< .... ,' 

effectiveness analysis here. -- , 
ORA's .. numl:lers provicle the most complete and. consistent 

analysis and incorporate the following:::. (1) . transmission-loss 
protocols used. by the IOO's' for: the, existing PAc-ific, Intertie:, , 
system,18 (2) Northwest. capacitY.ancl energy availabil-ity., ... ,(3) the' 
South. of. Tesla Reinforcement costs, ( 4 ) the' Intertie" layo·fts l:ly 
SMO'D and. CDWR in 2005, and .. (5) the.' QF ]:)iddinq adjustment for.:.:." 

• capacity benetits resulting from the·,.Opclate : proceeding,.,' However, 
ORA 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·an1lm.l:ler g.f concerns reqarclinq the' inconsistency 
in ]:)oth the Applicant's and. ORA'S analysis with.- respect to. the" 
ER-90 assumptions. (EX. 159 and 160, and. IEP's Concurrent .. Brief, 
pp. 11-l5.) In its brief ORA noted that it believes the.IEP"s. 
adj ustments are appropriate:. (ORA:' So Concurrent .. Brief, p •. 3:5-.) We 
are also convincecl that these; acij ustments . are" appropri'ate', ana,": have 
attemptecl t~ adjust ORA's. analysis to make it consistent, to~the 
extent possible, with ER-90 ancl the'::Update proceeding. "e '. 

~. '<4' , : ... 

.. 
., ~, 

. " •.•. ;,r. : ........ 

' .. ..,..-- ~ 

.. ,~¥. : . 

18' see ORA's'discussion in appendix:N"in Volume II of"its~report' , .:: 
on the cost-effectiveness of CO'l'P, Ex. 6 • 
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• • We have used ORA..' s· analysis. 'for each:.utili tY)1ll'1der:~ithe; _"":":' 
scenariO:- comparing' the costs:. and benefits of: a~ ·muni-onJ:.y CO'l'P 
versus. full mun1' 'anct IOU partieipation:' in: COTP •. ,. ,To, this»··· ... : ,:~."~\" . , ,'~>:. 
cost/benefit analysis, we make the necessary chanqes.'suqqested:, by. " . 
IEP to briDC] the nwn}:)ers into. consistency' with. the Update·' 
proceeding' •.. 

A. Edison 
In.. e.'II'3'mininq. the cost effectiveness o·f Edison',s, 

participation in CO'rP'" either as: a s.tand-alone . utility or· as:'a,-' 
merqed utility with SDG&E,. ORA arguQd> in: each case that the ~net. 
present value benefits are neqative. In both the merged and': stand-': .. 
alone scenarios, ORA argued that"the"net.benefits.'are" in'.,tb.e range 
of -$l37 to. -$l42 million. (Ex. 137" pp. 11', 13·; Ex·.13,a..~ ,pp.. 11,' 
13; ORA'S Conc:urrent Brief,' PP·. 34,76:';)" .. Incorporating expert·· 
witness. testimony~ from IEP on';'the ER-90"i assumptions: 'turther:: ':.:.\" . 
increases the negative :bene~its of Edison's.~participat·ion'::in~ COTP~· 
In the proposed decision, the A1.J' found that the net:·: preftnt:· value: .. ' . 
benefits were negative with respect 'to; Edison's. involvement:<in 
COTP. However, in: contras.t to· the, proposed: d.ecision, where', the Al.J 

found that -$19 million in net present value benefits were:: ' 
insiqnifieant, we tind here "that significant neqative net:· present: 
value benefits d.e exist, and tha.t, Ed.ison's participation:, in: COTPis 
not cost-effective. (Proposed Decision; p. 62.) 

B. ~ 

. ORA argued that PG&E:' oS- participation· in:'COTP I compared" to 
a muni-only COT?,' resulted- in net present value bene:fits o'r-:':: 
approximately $S4 million. (Ex. 1:35,~- pp .•. 5-,7; ORA's Concurrent; ',,"'" 
Brief, p. 33.) At the same time, ORA's.·analysi's o·!, the cost-
effectiveness ot PG&E's partiCipation incorporated. a numl::ler ot 
inconsistencies with ER-90 assumptions raised by IEP's expert 
witness. As SUCh, we will make the necessary adjustments to ORA's 
analysis. These are summarized. in Table 2 below. FirstI' IEP noted 

-. . ... ~., _. . -..... -.... 
that both ORA aDd PG&E used gas',pric:.e forecasts ,that, are:1S~%,,::higher,: 

.,~ , ..... 
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• than those used in .ER-90. IU' .recommends a l5% .reduction .in, , 
production co~t benefits' t~ reflect the .'l5% .. lower qasprice~" IEP 

.. "' ".' ~ .," .. '. ., . . .. ,..... .. ,'.- ' '. " 

argued in its brief that even.with this adjustment COT? production . .. ,~ ." .-,'. . .' ,~. "-' ," 

cost benefits for PG&E are overstated.. '" ClEP's Concurrent. Brief , 
, ." . . ' . 

p. 13.) We will adopt IEP's recommendation of a .$29 million. 
decrease in production costs. and QF energy benefits relative to:' 

ORA's analysis., 
Table 2 

Adjustments to ORA.' s· Estimated·', cost/Bene:fi t 
Analysis :for PG&E FUll Participation 

vs MUni Only 
NPV - Millions of 199~ Dollars 

ORA's Estimated Net Benefit 
Adjustments: 

ER-90 capaei1:Y Need Date. 
ER-90 Gas Priee' Forecast'" 
ER-90' 'QF'capacity Benefit· ':' 
CUt .PG&E .Com):)ined Cyele,O&M by", 
Zs.\· per CEC/SCE and SDG&E ., 
No .. Wholesale Profit :atter .1995, 

83.9 .' 
." 

. ~.l,S .• 5 
"'-29'~-0 
-·3 .:~ ............ ' 

,.' ~;..i2~ 6:· ',. ,,:, '~",.-

.. '7"'3-.6'.0;' -:::,:: , .... " '., .. ::~ .:~ '; 

• Net ~e!its':Atter: 7u:lAdjustlnentg·· . 
. .. _.-, .,,' .. ..; fz'~ 4:' ~~-. . . -, 

• 

" , 

,Saconcl,.rEP arqued,. based . on: consistency. with.,.ER-9;0~: .' 
assumptions, that .the capacity neecl'·da.te-:tor PG&E:"should'):)e l:ater 
than DRkassUlIlea..· IEP,., usinqER-9'O.assu:mptions,' .presented ,evidence ~,. 

that the need tor capacity for,PG&E w.illnotoecuruntil Z007,:' 

compared to' ORA's asswnption. 'ot 20 0'3',. ~~ ORA. stated in. its brief . 
that .:because ,it assumed IOO'recovery of· 50'0' MW of capaeity ,on the 
existing Intertie in Z()'05 in. the muni-only case,.. the net capacity' 
benefits between the l1l.uni-only·and thefu-ll participation:CO'I'P" " 

.... , 

... ~' ~ ~ . 

1.9 The deferral of need for capacity is the :result ot ER-90's
higher torecasts tor demand-side management programs, ER-90's 
lower ,reserve requirements ,and PG&E's proP9sedrepowering ,o.'! ,wutS 
in San Francisco which. would' add1'8S- MW "of qeneration in'~~9~99.. 
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cases in ORA's'ana:lysis are muchsmlll'lerthan:Ln'the 'lOTi's" ,--
analysis. There~ore, the eftect of IEP"'s:adjustment'for ;-eapacity-" - " 
~enefits would also be much smaller'. (DRA's' conc'urrentBrief;-pp~ 
36,37.) IEP's estimate of the reduction' i'r" J?C&E~S "forecasted 
capacity benefits is $10 million. 'O'nfortunately, 'neith~r"lEP' nor 
ORA have attempted to quantify the magnitude of the adjustments to 
ORA's estimate of PG&E's capacity benefits associated with IEP's 
ad.justment. Given the small capacity benefits shown in ORA"s 
analysis,20 the adjustment to' ORA's estimate will certainly be 
quite small. However, with respect to the', ,$15.5, mi!lion in reduced 
benefits for combined-cycle tixedO&M, associated with the later 
capacity need date, we will adopt IEP's recommended adjustment to 
ORA's estimated production cost benefits for PG&E. 

In addition to IEF's adjustments based·._onER~90,. " 
asswnptions, we will make a nu:ml:ler ot other -adjustxo.ents to<ORA's 

, . . ''''.. .. , . . 

analysis based on other ot lEP's concerns. (Ex.. 159. and' .~160;. IEP:' s 
'" ,. ' 

Concurrent Brief, pp. 16-19.) First, based on lE:?'stestilno'ny and-' 

• 

subsequent cross-examination, the additional capa,~ity on C~T.~ will • 
not reduce OF capacity payments. As such, we will reduce to zero 
the $3.8 million in OF capacity benefits shown.'by ORA. Second, we 
will adopt IEP's recommendation that we use esc-'s data developeclin. 
ER-90 to evaluate PG&E's combined cycle O&M,costs .. ~ This, .reduces: 
ORA's estimate ot PG&E's production costbenetits :by an additional .: 
Sl2 million. Finally~ we agree witn IE?thatORA has overstated 
the wholesale sales margin tor PC&E~In its. ,own.. analysis., PG&E did' 
not clailn any additional profit from increased wholesale' sal'esiri. a 
full participation case relative to· a muni-on-ly COT:?.:. 'However, OP.:A., 
included $90.4 million in additional profit margin on sales to· 
'1'ANC. We are especially concerned with. the wisdom of including 

, ,',,' i' _. "',,' .. 

'" .... - . 
" '".' 

20 Based -on DRA's estimatedcapac'ity .:c~nef.its'o~>:$i'mill:i:c;n .fro~,:~' .~~ 
Ex. 135 at' 5',-7. 
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profit marqin differences.' -after: 199'5 when -'I'ANC-, m~ers',wi'll:;~b.ave 
the same level of pUrcha'~~ from 'PG&-E: with: 'and:Vitho~t, 'CO'I'~~~: 

, • ..".' • • • , ...~.' .j ,~ •• ,., , •• '...... j "-._ .' \ o"~ 

(Ex. 5, p. 63; ORA, Weatherwax, 'I'r,., 1117,.,) ,Wewillaccept-IEP's 

recommendation. to decrease who'lesale sales m~rgin; benet~ts'~y $36 

million for post-1995 sales. ,', "', 
Given the al::love 

analysis, the $84 million 
reduced by $96.4 million. 

a'a.juStInentsto ORA's cost)'benerit',' 
• ~. " .~. ~ ", r ,,' , "'. • ... ' ," ,.. '" 

in net present value benefits.:,forPG&E is 
'I'his, results, ,in aneqative -$12'~-;4- 'million 

net present value benefits for PG&E's participat.i0n .~CO'I'P',". 
compared to a muni-only CO'I'P scenario. Based on' our 'adopted 
adjustlnents, we find that pG&E'sparticipation inCO'l'P',:,compared to 
a muni-only CO'I'P se~io" provides a .neqative ,net' ~re'~n~ value 
benefit to ratepayers. 'I'herefore, :we,concJ:ude that PG&E,'s" '" , 
participation in COTP is not cost-effective. 

c. SDGiE ",,' '", 
Finally, with respect to· SOC:&E'spartieipation.,in;CO'rP",. , 

DRA al:'guedthat there is a $22million.::net ,present value: benefit 
from SDG&E's ,participation in CO'I'P versus. ,a·muni-onlyCO'l'P"':,,: . 
(Ex. 134, pp. 11, 13-; DRA's. Concurrent Brie!,: p. 35 .. ),' DRA's:~ 
analysis is consistent with most ER-90· assu:mptions, 'J::eadi.ng ";US. to, 
conclude that, SDG&E's participation m COTP'~ based on the ' 
cost/benefit ,analysis. perfomed. in this proceeding, 'is eos.t-' 
effective tor its r~tepayers. However, we remain troubl:edby the
fact thatSOG&E has not demonstrated qto the commiss'i:on the' ;, 
!easibili ty of negotiatinq long-term, contracts tor ,Nor,thwest ' 
capacity at reasonable rates. ,Public Utilities Code'Sec:tion,1102 
explicitly requires the commission to· consider thefea$ib.ility of 
Applicants. neqotiating long-term.contracts'at reasonable rates 'as 
part of its CPC&N review process:. ., .-' . 

(a) • • • (IJn addition to· the. :r:equirements of' ',' 
(P.tr. Code§§lOOOl:",lO.l •• ".an electrical 

'corporation proposinC] to construct an eJ:ectrical'" 
transmission line to the'northwestern United 
States ,shall provide the commission with ' . 
sufficient reliable information to enable the " 
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commission to determine that the-: proposed· line, 
at the electric rates expected, ,to ,prev,ail ,over 
the useful life of the line, 'will be cost 
effective. the commission,,-in.i ts, analysis ,of , 
the forecast cost of electricity, shall take into 
consideration the recent increases in thecharqes 
for purchasing surplus electricity from the 
nortllwestern't1nited States, the possibility of 
future increases in those charges, the' 
feasibility of negotiating long-term contracts 
under reasonable charges,. and the. feasibility of 
purchasing' electricity directly from Canada 
rather than through the Bonneville Power 
Administration. 

(b)'l'he commission shall not issue a certificate 
of p1.l.Dlic convenience and necessity unless it,is, 
satisfied that the electrical corporation has '." 
provided the information described in su:bdi vision: 
(a) • 

',',' ...", .. - ,/' 

In conjunction with our concerns about the availability 
of Northwest capacity" SDG&E's undemonstrated"feasibility ot, 
negotiating' lonq.-ter:m. capaei ty contracts makes it doubtful·:.:that 
these net present value benefits will. accrue toratepay.ers. " : "We 
conclude thatSDGJiE has not met its burden under P.O" •. Code..§, J.l:OZ 

" .... 

that it persuade the commission of-its .,feasib'ility to-. negotiate· ' 
long-term contracts under reasona.ble~ _charges.. As, such,. ,we' cannot ., .'.' ,
approve SDG&:E~s application' for participation in CO'l'P' at this' time.:. " ' 
EnvirOnmental Considerations 

Under CEQA, findings. for any:::s.ignificant environmental' ... 
eftects of a proj:ect are, oltly.required'·when a public . agency "::, .. :, 
approves or carries· outa,proj:ect_. (CEQA ,Guidelines. §.J.SOI9:t .. ) , . 

Since we are denying aCPC&N.for the COT',proj,ect',.:it is.;,not '~,. 

neeessary to -make any findings ·regarcl.inq the ,signiticant':·ef,fects.':" 
identified in the final EIS/EIR prepared by.'l'"ANC "and WAPA;,: ,'. 
Requests for Findings ot Eligibil'ity 

Pursuant to Ru:te 76~ 54'.o'f our Rules of 'Practl.ce':'and 
Procedure, TURN and Gregory H_ :Bowers're~est a" tirid'inq :~t:,,:::' 
eligibility tor compensation in this p,roceeding. 'l"C.1RN.' h~~:~een 
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....... , 

• found eJ:iq:!.l>J:e 'forcO,.pensaticin for cal<>ndar'year J:g:~O ,in' 
A.89-0S-024 and.,-therefore, pursuant~~to;:Rule~-7'6.S4-(a) ;;'is'::found:',:' 

• 

. • 

eliqible iD,' this proceeding. ' .;, ". .."" 
Bowers' request' states that he' 'i's a resident of tha:State 

of Washington, 'a former FERC' employee, -and"'. now an engineering. ~'- . ' " 
consultant in' the field of power 'system'planning e' 'He' says ,~that all 
his expenses in regard. to his partl:cipatJ.on' ,in' this' proceecting have 
:been paid. out of his'own pocket. 'He,does'not receive' anyqrants or 

other financial support. Virtually all of his efforts' in the',last 
quarter of 1990 were dedicated' to this,: proceedinq~ He asserts-that' ,; 

he is not independently weal thy and that the time' and '-expense o'f 
his participation represent -afinaneial hard.shi~~ "His .. estimate' ~:of ' 

h.is expenses is $38, 500. The issues he raised incl ucled. ad:rustlnents' 
to Applicants'enerqy ~enefits and a new capacity a:nalysis,~oth o,!" 
which adciress;the issue of cost effectiveness o'f"COTP for-'each of-' 
the Applicants and were not raised~y other parties. 'We::-f'ind'that 

Bowers is eliqible'for comp.ensation • 
The Petition' to Set Aside' SUbmission, " 

On January 8, 1991; ORA'petitioned. to set 'asid.e , 

submission for the acceptance 'into evid.enee without hearinq o:f 
three ad.ditional exhibits to impeach-Ed.i:son's' showinq.' The',': 
add.i tional exhibits are ( 1) a portion' o-f Edison's prepared. ,': 
testimony submitted in A.90-12-018 regard.'ing SONGS'; I po'st cycle II, 
capital additions, (2') a portion' of Exhibit 25 in A~88';'12'-012" : ' .. 

(Ed.ison's application fora'CPC&N for~Oevers-Palo Verde II 
Transmission Line), and (3) a portion of Exhibit 26 'in A.a.a~·:L2-012. 

ORA asserts that the 'proposed exhi~Its are ~"reJ.evant to 
the issue of' the correetness' -of therulinq strikinq·ORA:',s"and. IEP's 
prepared testimony concerninqthe measurement and.:valuatIon: of 
residual air, quality effeets of :IOU participation':<in COTP~' -The 
portion of Ed.ison's 1992 qeneral ratecase-applicatl.on " 
(A. 90-12-018) demonstrat'es (1) that Edisoni's simultaneously' 
arguinq this issue in opposite and contradi<:tQrY ways. in: d'if!erent-
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proceedings, and. (2) the. great importance o.! the ,.Commissien/s being: .' 
• '~.' " • ,~, •• ' " "'.. ' ...... +" " ."' ~ I ", ... ,' • 

consistentacress preceedingsen .. :.this ~ssue .,.The .:,exh.i~;'ts ... ,' 
asseciated with the Oevers-Pale Verde II preceedinq.are relevant . - , ... , . ,- ,. ~,. "",' .. ~ . 
and material (1) to- explain more clearly, whattlle"Cemmi:s.s.i,~l?- did in 
0.88-12-030, . and (2) to. demens.tratethat Edisen':s. current .. pesition 

, _.. ~ .. 

is incensistent with both its prior position.o.n another:in~eJ:state 
transmissien· line and the Commission'$ pelicy~ 

Edison and PG&Efiled in opposition, arquinqthat the 
issues seught to be raised by ORA. are environmental. issues~.;~hich 
were censidered in the final EIS/EIR for COT?, which has been 
certified wi theut challenge, andsnould net be subject to. this .' 
late, cellateral attack; and that treatment.of envir.onmentalissues 
in this proceeding is justifiably different, from the ... way 
envirenmental issues have been"treated in;, other preceeci'inqsbecause 
of the ,ditt~rQnce in timing e·! the EIR process in these~proceedinqs 
as cempared to. the COTPapplicatiens. There!ere, ,acce~dinq, to. 
Edisen and PG&E, the prepesed exhibits ,are irrelevant. -. , '". ',~ 

The AIJ denied ORA's metien .... (prepesed oecisie~.at 
p. 81.) Since we are denying' theappl.icatiens, and.because,:.we have 
determined that the Al::J erred in excludinq.evidence relating·te 
residual envirenmental costs. andbene!its, we de netfind::it . 
necessary to. reverse theAJ.:].'s rulinq en DRA's petitien to.' set 
aside submissien. . Hewever, wenete that if.the Applicants ,.reapply : 
fer a CPC&N, any inconsistent pesitien , .. taken by Edisen in,: ether 
preceeding's en these issues-weuld bQ relevant_ 
Applications Are Denied ._ 

On ,the ;record .in this case , . the. app·l.icatiens are_.,denied. 
since the Applicants. tailed to. meet .. theburden:ef -preof -with ... 
respect to. Sectien 701.1 cf. the .. Pu:blicUtilities·Cede;·as _discussed 
above. Given the recerddevelep.ecl in'~the ease, we·f·ind the. 
participaticn in COTP net cest effective·ter PG&E and·Edisen .. 
While we find SDG&E's. participationeest ·e!fective,.·we 'have:': ., 
cencerns with respect to-the.ava-ilabilityo.~ PNW capacity and·· 
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,:.If,'o.., ... '.", .. ' ..... 

• energy. We are not convinced of. the,. feasi:bility ot,neqotia:einq .. 
-'<, '"-, ~ , '-' • -, • , • • -,.". • • ,,.. .', ~ , .... 'g, . " (. ' , 

• 

• 

lonq-termcontracts at reasonable rates as required :by SeC?ti?n .1102 
of the PUblic Utilities Cocie.·' , ... '" ...... ::. . .... 

. . . ',: .' .~: " .:, '."" ... :: ' 

Findings or Fact 
1. Consicier~tion of the" ,co.sts, and oenefits of residual 

environmental efiects 'is consistent with. this ~olnmis~ion' ~:: ~~~ent 
policies. " .. ' .' 

2. l:t is expected ,CO'I'P. ~ill oe' bui"l t 'reqardless',' of :~he' 
participation of Appli·cants •. ' ", , ., .. ... , .. - ~ ."" .... ."' 

3. Applica:nts overstated PNW capacity' oenefi ts.'· " 
. ", . 

4. We tind PNW capacity available, .. out, we do not find enough' 
',. _.j 

available to support IOU participation in the proj ect... . ." ..... 
5.. We are not persuadeciby the. CEC' s unquantified strateqic. 

benefits arguments. 
6. We are not persuaded tha'tecrUit::r particip.l.t·i~'nin COT~ is 

necessary to obtain tor ratepayers' ~e' unquantitiedbene!its the . 
• •• " • .. .:. ' ) " ,,+ ~ ••• ' 

IOUs claim. 
7. PG&E stated. that SO'I'R costs, are' linkeat'o,' the' 

,,',. " \", .. , ". 

construction ofCOTP. . ", . , . 
t ,.,~' '." ,_ '.. , • ' ',: " ~ •• , 

8,. The Applicants' estimate" that, SOTR costs., will be Zero is 
• ' , I' ',," r, 

not credible. ,: fl", _', ., . -' . ~ 
9. The inclusion of the Los Banos-Gates line in 2008. at a 

, '"-, L .... "" • 

cost ot $l.18 million in 199:3$ is a reasonable pro':lC'ffor additional 
rein!orc~e'nt actions PG&E would und.ertake bec~use' of COTP'~ 

• , j •• W'~ •• 

construction. . i,.: ~';:;',~ '.::~ ::. .', 
10. We adopt ORA's allocation of $40.9.'mill.ion in SOTR cost's 

to PG&E and $33.1 million to Edison ... 
11. We believe that the COWR and.' SMO'O con.tracts will expir~ 

in 2005 in a muni-only COTP scenario. 
12. We adopt the tollowing·assumptions·with..resp~ct to our 

cost effeeti~eness analysis: (1) transliussion~loss.'·P~Qtocoisy u~ed '" .. 
by the lOOs tor the existinq Pacific Intert:Le syste~, (2)ORA'~: _" 

.. . ' ~. ..-- ,,' ' . \ , 

Northwest capacity and enerqy availability estimates, (3) ,ORA's. 
.' ..... ", 
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estimate of 'SO~ cost,s, (4) "that' Intereie 'i~yof'!'s: b~/"'SMO'I{ a'~d CDWR~""" 
wili occur' in 2005, and' (5) that it is' app'ropriatet;o:~'in~iude~:'" ::-', .... ~< 

capacity benefits resultinq from QF biddinq"'in the"UPda't~:':'''' 'l',:":'~'~ ... :,' 
ri'" •• « proceedinq. . ... ""_ 

l3 • IEP raised a number of concerns' :z:-eqarclinq tne" , 
inconsistency in both the Applicant's and'ORA's~ ana1ysis with 
respect to the ER-90 assumptions. 
'. . " .d. 

14. We adopt, wi th adj ustments', ORA's' cost/benefit' analys'is 
for each. utility under the scenario of a muni-o~tily' v~rsusfU:il: muni:: 

. -, . " . ..~.. '.~ ." . 

and IOU participation COTP. " 
l5. Edi'son' s participation in' COTP' ;Vould re'sul t' in 

significant negative net pre:s-ent value be'nefits. Edison-'s' 
participation 'in COTP is not cost 'effective.. ,.' '. '"'' ,,' ' 

l6. We adopt IEP's recommended decrease of $29·milJ.'10niri 
proc:luction costs and QF energy benefits relative t'o'ORA's 

.~ .. 

cost/benefit analysiso! PG&E's participation. 
17. We adopt IEP's recommended decrease of $15.5 million in 

ORA-estimated. proc:luction cost bene'fits for PG&E for itscoixu:,ined-
"," I···· . . 

cycle fixed O&M associated with the later., capacity ne'ed' date"~' ' 
18. We aclopt' IEP's recommendation t'o recluce to· zero the $·:J.8 

million in QF capacity benefits shown by ORA in its cost/bene'fit 
analysis of PG&E's participation. ,., 

19. We adopt IEP's recommendation, of red.uced com.blned.· cycle 
O&M costs tor PG&E. This reduc~s DRA's'~stimate of' 'P~&E"S"'i " , . 
production cost benefits by an aclditional 512 million. 

20. We' adopt IEP's recommendation' to decrea'se ORA-'s. estimate 
of wholesale sales margin benefits' tor PG&E' by $:J6~illi6n tor' 

',' '. .' ., . 

post-1995 sales. 
21. PG&E's participation in COTP', compared 'to~ ~" mWii:';',o~ly 

COTP scenario, results in a negative n~t' present ~al~e ~en~tit.' to 
• ' • .-, <" .,' J • • I ( • ~', ", • 

ratepayers. PG&E's participation in COTP is not'cost~etfective. 
22. Based on the" cost/beneti t' analysis performed 'i~ th.is 

proceeding, SDG&E's participation' in COTP' is ~ost':'effecti~~:: ;:: 
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23. SOG&E has not demonstrated the feasi~ility of negotiating 
long-tenn contracts for Northwest capacity at reasonable rates. 

24 ~ TURN and Bowers have ,requested a 'finding.,of. el'igi~ility 
for compensation under Rule 75~S4 (a),~ 
ConeJJ.lsions of Law 

1. There are fundamental differences between the analysis ot 
environmental impacts under CEQA (Public Resources Code.Section 
21000 et seq.) and the cost-benefit'analysis required' by'~Public 
Utilities Code Section 701.1. 

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

3. The ALJ erred in excluding consideration of testimony on 
residual environmental costs and benefits presented by ORA and IE~. 
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 ~ling and admit the evidence. 

4. The Applicants have not carried their burden of proving 
cost e!!ectiveness under Public Utilities Code Sections 70l.l. 

. 5. So~the~n California Edison Company and Pacific Gas and 
Electric company·· have not met their burden of proving cost 
effectivenessurid~r Public Utilities Code Section ll02. 

:... .. 6-. San Diego Gas & Electric Company has not met its ~urden 
of Pr~'ving~.thef·easibility of negotiating long-term contracts under 
reasonabfe charges under Public Utilities Code Section ll02. 

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

S. Both TURN and Gregory H. Bowers are' eligible for 
compensation in this proceeding pursuant to Rule 76.54 o·f the 
Commission's Rules of Practice and Procedure. 

9. Edison, PG&E and SOG&E Should not be granted a CPC&N for 
participation in the construction of the COT project • 
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IT IS ORDERED that the app·lications for ·a certificate of 
pu~lic convenience and necessity filed ~y.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~ 
Dated April 24, 1991, at San.Francisco,· California. 

PATRICIA M •. ECKERT>· 
Presiclent .... , 

G. MITCHELL WILK·': "~:, 
. " JOHN B.OHANIAN··,'" 
. DANIEL Wln. FESSLER 

NORMAN'" D'~ :: SHUMWAY;':~' 
. . , . " Commiss.ioners~:, 

. ' .... , ,".:' ~ .. 

'., .'" 

".{~ ' . 

", .... .' '" 

L ,"j ," ' •• 1 

. /" 
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APPENDIX ::A; :.". ! 

Pag'e:l 

List ot Appearances 

Applic~ts: Roger J. Peters and' J I . Peter Eaumgartner,. . Attorneys at . 
Law, for Pacific Gas and Electric Company~ Jerry Brody,." 
Richard K. Durant, and Ann Cohn, Attorneys at LaW, for Southern 
california Edison Company~and James·F. walsh. III,.. Attorney at 
taw, for San Diego Gas & Electric Company. . . ", 

Protestant: Gregory H. Bowers, for self. 

Interested Parties: Mark N, Aaronson, Thomas R. Adams, and Marc O. 
Joseph, Attorneys at Law, for International Brotherhood o·f 
Electrical Workers; Lori Adams, for u.s. Windpower, Inc.; 
C, Hayden Ames, Attorney at Law, for Chickering & Gregory; 
Richard owen Baish, Phillip D. Endom, and Randolph L. Wu, 
Attorneys at Law, for El Paso Natural Gas Company; Patrick J. 
Bittner and William M. Chamberlain, Attorneys at Law, for 
California Energy Commission; Messrs. Jackson, Tufts, Cole & 
Black, :by William H, Booth, Joseph S. Fa:ber, and Evelyn K. 
Elsesser, Attorneys at LaW, for California Large Energy 
Producers Association; David Branchcomb, tor Henwood Energy 
Service, Inc.; Thomas Corr, Attorney at Law, tor Independent 
Power corporation; Messrs. Brobeck, Phleser & Harrison, by 
Gordon E, Davis, Attorney at Law, for Brobeck, Phleger & 
Harrison; Messrs. Grueneich, Ellison & Schneider, by Barry H. 
Epstein, Attorney at Law, tor Positive Resolution of Powerline 
Problems;' Norman J. Furuta, Attorney at L~w, for the Department 
of Navy; Adrian Hug§on, for california Gas Producers 
Association; William B. Marcus, for JBS Energy, Inc.; Melissa 
Metzle~, tor Barakat & Chamberlin; Mark A, Minich and E. R. 
Islane!, Attorneys at Law, for Southern california Gas company; 
Sara Steck MYer§, Attorney at Law, for California Energy 
company; Patrick J, Powe~, Attorney at' Law, for City of Lonq 
Beach; John P, Oyinley, tor coqeneration service Bureau~ Michel 
Peter Florio ane! ~el R. Singer, Attorneys at Law, for Toward 
Utility Rate Normalization; Jan Smutny-Jones, tor Independent 
Energy Producers; Messrs. Downey, Brand, Seymour & Rohwer, by 
Ebilip A. Stoh~ and Ronald Liebert, Attorneys at Law, for 
Industrial Users; Robert B. weisenmiller, tor MRW and 
Associates~ Hen~ M. Ramirez, tor Department of Water Resources; 
Robert Weatherwax, for Sierra Enersy & Risk Assessment; ~ 
Lamkin, tor Northern California Power Asency; Margaret Manes, 
Attorney at LaW, for Sierra Pacitic Power; Messrs. Thelen, 
Marrin, Johnson & Bridqes, by Michael Hindus and Beth Anne 
':leaqer, Attorneys at Law, for several interested parties; and 
Barkovich & ':lap, by Barbara Barkovieh, for self . 
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COT PROJECT PARTICIPANTS 

Financing 
Project Entitlement Ownership 
Percent MW * Interest 

PUBLICLY OWNED 
Transmission Agency of Northern California 
Alameda Lodi Roseville 
Biggs . Lompoc Santa Clara 
Gridley Palo Alto Ukiah 
Hea1dsburg Redding 
Plumas-Sierra Ru.ral Electric Cooperative 
Sacramento Municipal Utility District 
Modesto Irrigation District 
Turlock Irrigation District 

Southern Cities 
Anaheim 
Azusa 
Banning 
Colton 
Riverside 
Vernon 

50 MW Allottees 

42.2916 

3.0198 
.3020 
.1510 
.3020 

2.0762 
1.6987 

carmichael Water District .0625 
El Dorado Hills Community Services District .1875 
San Juan Suburban Water District..... .0625 
Shasta Dam Area Public Utility District .4375 
Southern San Joaquin Valley Power Authoritywwww 2.0625 
Trinity County Public Utility District .3125 

INVESTOR-OWNED 
Pacific Gas and Electric Company. 
San Diego Gas and Electric Company 
Southern California Edison Company 

STATE 
California Department of Water Resources 

FEDERAL 
Western Area Power Administration**-

... Based on COTP capacity of 1.600 MW. 

20.3918: 
2.8549 

17.5375 

677 

48 
5 
2 
5 

33 
27 

1 
3 
1. 
7 

33 
5 

326 
46· 

281 

0 ...... 

45.1110 

3.2212 
.3221 
.1611 
.3221 

2.2146 
1.8119 

.0667 

.2000 

.0667 

.4667 
2.2000 

.3333 

21.7513 
3.0452 

18.7061 

0.0000 

*'* 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. . .. 

**- Western will retain a 300 to 600 MW share of transfer capability 
(depending on final rating of the line) between Redding and Tracy. 

**** Assigned to PG&E~ to become effective upon execution of the PPA 
****'* 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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calli 0 

• Cal ifo rn ia-Oreg 0 n 
Transmission Project 

• 
san 

Francisco 

Met f 

• Existing Generating Plants 

onderosa 

t SOOkV DC 

NEVADA 

MEXICO 

• Existing Substations, SWitching StationS 

•• New 500kV Substation 

(END OF APPENDIX c) 
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Why Availability: of PNW-Energy", 
and the Price savings,' Ass~iatedWi th It 

Have Decreased ,. ,', 

l. 'the closure of the 500 aMW Hanford Nuclear Generation Station. 

2. The return to operation of about., 750 aMW" of shutclown.,alu.minum 
plant lines pursuant to a new long-term rate design based upon the 
world. price, ot aluminum. ' , :, ' 

:3 • 'the increased growth rate in PNW' reside'ntial 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 facilxtate anadromous fish reproduction • 

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

Trend ot Decreasing PNW Economy 
Energy Available for ~rt 

Likely to continue 

1. To meet future resource needs, the PNW will probably 
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 Co·lumbia Hydro and 
ad.d.itional gas fired resources to back up hyd.ro prod.uction, 
reSUlting in lower average economy energy availability. 

1 Concurrent Brief of the Division o,! Ratepayer Advocates p. 23. 

• 2 Id. p. 2S. 
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~. The new rate design under which PNWaluminul't'l'-plants operate 
should ensure that their··non-!ir:mloadof· about ,7 0 OO,:-:GWh/yr will 
continue to siphon off substantial"·am·ounts of any non-firm 
generated which otherwise might be available for sale to 
California. 

4. Environmental restrictions on coal burning and hydro generation 
may limit the energy available.· . ' '. 

S. The CPUC recently granted a CPC&N to Edison fsubj ect to"various 
conditions) to build Devers-Palo Verde II which will further 
increase DSW power sellers ability to compete ··wi th ·PN'W power. 

(End of Appendix '0)·· . 
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