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increasing what Ecii;~~ describes' as- .. the "rol:ltl:ne netigenerating; ,::"'::: 

capabilitY"~-of",SONGS 1, from-~ 38-0'MW:to:,abo:ut; 40'S'MW'." "",,' ',: ',':: ~" :':: 
The commission ordered that the review of the cost

effectiveness of the proposed SONGS l' expendit~'r~S~be' ,c~'n~o·i:id.a1:ed,:, 
wi th other resource plan issues in the' Bienn'ial' Resource:: Plan' ':'. , 
Update. O~cision (0.) 91-03-058, mimeo. That, deci~io'n:~.e'Xpre~sly 
held open the issue of "whether some aspect of':th'e-investment's'" 
proposed. for SONGS 1 could or should be consideroc'l deferrable by 
QFs. .. (l2.. , _, mimeo. p. 9.) The Commission said: 

"By,definition, a resource that already exists 
cannot be deferred or avoided by another 
resource. However, the expansion or life 
extension of an existing resource may b4a 
deferral:>le.,... ' ',' ,':>" ""'" 

I" ~'" •• ' .... 

"Edison and SDG&E claim: that 'toe :proposed ,," 
investments involve neither an expansion nor'a 
life extension of SONGS 1. If tho record 
supports this- claim., then no liLspect,ot SONGS: l' 
would be considered deferrable." (~., mimeo. 
pp. 9-l0.) " " 

In compliance with 0.91':"03-058, Ediso'n filed anew' 
, , • , .. ,. .' ",' , ," , •• 1, 'L. 

application supporting .its roquest for approval"o:l: the proposed 
expenditures. (A.91-07-004.) In the ~ewappiic'~tion, Edi~o~ \lS~S 

. ~ , " 

the type of resoUrce plan analysis, including consideration of 
alternatives, that we reqilirefor all resou~~e oPti,on~'~nd~r" , . 

. ' ", , . . . 

investigation in the Update. This application is now consolidated. 
with the opdate. 1 ",' " ' 

On July 1, 1991' together with its new application, 
, . 

Edison tiled its motion requesting that SONGS 1 be found. to be a 

nondeferrable resource. and., therofore", ,~,o,t:, subjeet to_;~e bid 

'. I,:'", ," , . " 

, .1,::"" ',~ 

. . .' ~, '. 
~, 

'L.' _,' . 

1 'san Diego: Gas· &, Elec:tr,ic~. Company" (SDG&E)' is.the,;mino'rity' ,(2'0,%)(" 
owner of SONGS l. SDG&E's application for approval of its share of 
the proposed expenditures (A.91-02-092) has already been 
consolidated with the Update. 
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Decision· 91-09-073 
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Sept~er. ~s r: 199.1. ," -, " , S,~~,?;:~ 1..99~,.v 
BEFORE THE PtTBLIC U'I'ILITIES:- COMMISSION OF THE ST;ATE::; OF) CALIFORNIA'.:) 

oraer I~'sti~uting Investigat:i~n' o~~ ') "'. ',@"mn@nr:nt0·n. 
th.e Cornmi'ssion'$' Own Motion to ";'), U, UUUWUHuiJJ'lS' .' . 
Implement the, .Bieru;ual Resource .,,) .. I.89.",:,.0.7::-pg,4_ ~,: /':, '), .. " 
Plan Update Follow~nq the ) (F11edJu1y 6, 1989) 
California: EnergyConunission's ,. ,,,): - '. " " : ::" .:y,'" ,.', .'. '. 

seventh~,Electricity.Report. "." ,"'). ,"", . '. "':>':'. ":-::: ~',,~:':') . ' . . , . .. " . " ) '. , . " 

, .. 

And Related Matters.' 

"',J ",' .••• '~) ',;:('~ ~_~.' :,j!.' ... .'.~ .: ;~~;.),':.'): ... "1--:>'~' ':)~;h ':', .. ,'.>:-:--":"r": 

.e'''-, ,)., Application..91-02:-:-092 "" ".":::) 
'.. .. )" Application'"9'1-07;':'004 

:·s .. ,).". Application~~91-'o-8:':"028 
__________ ...;. ...... _ .. _ ..•. _ •. __ ._. ;....._') .. , ~ .. J> . "C: .:::'.'i;·:;·: •. :· 

'~l I " , • I ~ .', l,,, I.... "I, 

'_ ,"1. J! ,; '. • ••. t 

:tNT.ERJ::K OPDO:ON (RESOtJ'RCE PLAN PHASE) LON'"; , ...... . 
HO'l'XON FOR DETERKINATXON OF NONDEFERRA8XLX'n' 
OF PROPOSED' CAPITAL EXEENDXTQRES FOR SQN~l" .', 

" "" 

In t·oo.ay's opinion, we conclude' that certa'in proposed 
capital expenditures :for Unit 1 of th.e San Onofr:~ Nuclear:': 
Generating Station (SONGS 1) should ~e treated as nondeferrable for 

, . ~ .. 

purposes of this proceeding •. However~ we affirm that"the'cost-
ef:fectiveness ot such prop'6sed exp~nditureswill b~;tcsted':in the 
resource plan phase r and that any increased 'qenerat'ion ne~d" ~(i'f ' the ' 
proposed expenditures do ll2:t,. pass' the 'test) may ~e' iiiied: ~y' co~t":'" 
effective a1ternative re";ources and' su.ojeet· to possible de'ferrai" 
through bidding by qualitying tacili'ties' (QFs) • "·~;.,.·ii, 

.. ,,",1. 

In its current general rat~'case"'(Appi~i~ationc':(A~')" . 'x:,).": 

90-12-018), Southern California Edison Company (Edison) sought to· 
have the Commission review certain proposed capital expenditures 
for SONGS 1. These expenditures would serve several purposes 
according to Edison. Some ,'o:f' these ~~nd'itures:'would:result;. in 

\' .. : ~,:::,,~,~(~,::~ .:~. '-:.1,"'" 

l
"· " - -



, .. 
1.89-07-004 et al. 

'.,','\', .' 
; .' • \ \ ',} I r • 

aqainstby QFs~:' On: ,July S-~' AdJnin:isf;rative"Law·JUcige: CAL.:q: Kotz""::'-" :., 
issued a'rulincysetting a sehedul"'~l tor responses:'to Edison~s\~otion~ 
and tor Edison's, replytc>- the' responses; The.'AL,j: also' :identified 
certain 'issues' that parties may want: to- address •. ' "On:July'::;Z4';" 
responses to the motion were filed by SOG&E (suppc1rting::the . .:' 
motion), and'):)yGeothermal Resources Association/Independent Enerqy 
Producers Association (GRA/IEP) and the Commission's Dlvision.'ot 
Ratepayer Advocates CORA), . both opposing: the motion.Eciison·:':'tiled:-~' 
its reply ,on Auqust s. The matter now stands ·suDmitted;,for'· .: .... -
decision. 2; . ,. ','-' 

1;" , . 
. 0' I. 

xx_ Positions· o( -' the' Parties 

A.· Ec:lisOD'ft')Soj:ion' ~ ... ;, . <:. 

Ed.ison's motion requests eontirmat1on~ : that , : whether or '. -
not the proposed SONGS 1: eap·ital· expenditures are toundto,:";be:"cost- ~ 

effective, SONGS 1 is a nondeterrable· resource,: not; su.bject~to··QFr' , . 
:bidding. Edi·son· also.;' asks' that: the '; capi tal expendi tures·~-be 
declared' nondeterra:ble. . .: .... '). ~;. .', ., 

Citing O.91-03-0Sa~~ Ed'ison'- believes that because ,SONGS J;' . 

is. an Gxis.tinq resource· (and·is. so' designated in the· california:: 
Ener9Y Commission"s 1990 Electricity 'Report), it: is nondeterrMle •. 
Moreover, many of the· proposed expenditures ·are· necessary"'torenable 
Ed.ison· to- operate SONGS 1 ))eyond Fuel· cycle 11;· if' these ::" '., :'.: "; .. 
expenditures: are d.etermined. not to, be cost-effective,; some", >: 

resource (s) other than SONGS 1 would have· to, serve as, avoided cost:,: ' 
••• " r 

\ ' ... ,,, 

, . -~ 

2 SDG«E'alse-tendered' a reply, and''-errata·to·~its..;..reply~ on·;:,··,:·,~:Y.';:;1 
August 5 and August.7, respectively ...... However.,.. SO;G&E-.did not-,j.oin .. ,., 
in Edis.on's motion when it was ~i1.e·d,· nor" has"SDG&E asked'to."be ... 
treated:, as a moving· party~" -Having previously':ti-led;·a:-:response· to .. ·<:· 
the motion, ... SOG&E c~,nnot. now also claim ,to be ,a movinq:party;.for.,· 
purposes of having the last word. We therefore disreqardSDG&E'S , .. 
reply. 
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:benchmark in. the procurement. proeess::,to.lsuppl.ythe~,ener9Y and:;· :': .. o. ":.:. 
capaeity SONGS· 1 would',otherwise, have~,provided: •. ;;Thus,."regardless,::~ 
of whether the~ proposed ,expenditures . are·, eost-e:t:feetive:,.-:S,ONGS::, 1 ,;-., .. _ 
would not,.be. appropriate- as an:Identified:.Oeferrable: Resource,· for,·, 
purposes of QFo.biddinq .• , 

The motion next addresses our finding: in D.91-03-058:·that: 
expenditures. that increase the capacity or.' extend. the'~ life of· , ... :.':.:'" 
existing, plants may be deferrak>le .. , Edison, argues. ,that:,al,though the 
planned upeJrade includes modi fying' the high-pressure" turbine, .in
order to increase the routine net generating capability of:SONGS'l 
by about 25 MW (from 380 to 405, MW), the plant's rated capacity of 
436 MW will not change. Furthermore,. theplant'could, given 
several months' lead time for safety analysis and federal approval, 
operate at its rated capacity. Edison also says that, the' proposed. , 
expenditures will not affect the ,operating license en~,date .. To 
support these claims, Edison submits ... a· declaration. signed::,by Edison,· 
Senior Vice ,President .Harold B .. Ray. ' " ,", .. : o., .. ' 

. Attempted deferral, of, the' proposed expendi tures~;_ might :'" 
prevent Edison from operating" the existing plant: in~comp,liance~·with" 
federal safety regulations beyond Fuel Cycle 11 .• ' Also,-:,'any delay 
due to QF bidding could postpone .,Fuel Cycle 12,,.' since Edison,:has 
held off on FUel Cycle 12 expenditures .. pending'a Commission'}', ' o.' 
decision· on .,the· continued operation' of SONGS, 1. . Edison· conc'l udes., . 
that ratepayers could be adversely affeeted by .. either. o,f,,·these,'·' ... ; .. , .. 
likely consequences of treating all;; or~,part o,f' the proposedl.:,::~: 
expenditures:asdeferrable. 
B. Responses to the Motion 

1. SDGiE 

...-" • I 

In seconding Edison's motion, SDG&E says' co:mmiss.~.?.E .. 
decisions (especially. D. 91-03-0SS,) eS,tablisnthe':.~prine·iple:: of.:;: 
nondeferiability for, exIsting" resour6es~ 'That S,oNGS· :l~" is~"an,: ... ',',o. 

~ ~. '. ~ , •• : I " •• ' :, • • • ' •• , • ~" .' , ,_, • '. '".. ....: •• ,; .:. "' ' , • " , 

existing, resource" is. shown l::>y. the fact that· it .has," remained;, both, -in-
Edison's;and::SOG&E'S resource plan '~#nee beg-l.nning~ 'eommerc::Lal'~':" ., 

, .'. ' " , c ...,: ~ \ :.1 _. J; ';. ~.~ ",' • 'Po' :' 

, '·'-'1'," 

~ "." '. .' ~ 

- 4- -. ~. 

. .. 
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operation:' in "~96S. ' The, proposed;, turbine lUod'ification',~,will not 
change the ,plant's rated capacity , which,: ,has; 'always ):)oen"4'36:::'MW;;,'!·:~ , 
The plant'·c::urrentJ.y is. capable of operatin(l:at:~ its;':rated.:~eapac:ity:: :-.:' 
the proposed expenditures only permit the plant to.: operate0with': at':", 
higher routine. qeneratinq output .. -'Since, the\plant:"upgrade is 
neither 'a eapacityexpansionnor' a lite extension, no .. ',aspect·:·ot~' ," 
SONGS- 1i~ deferrable under 0: .. 91-03-0sa .,: ':: .:" '. ,; !\ .. : . ':,:~ .. :' ... '-

,.. . SDG&E: believes: the hydro·--:relicensing ,analogy; posed in 
the· July s., ·1991 AJ.:1 ruling, ·is.icompelling. The. turbine. " ' ,"', " 

modification'. cannot' stand alone,. separate"trom, other ,SONGSj~ 1;'1' 
expenditures..; they, are linked. and therefore both:ouqht':to ):)e, ", 
treated as-' nondeferrable •... ' ." 

2., GBAl1EP·: ' 
" I 

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

::' <::FA! IEP·· oppose' Edison' s motion~ -.,.,' They' want,) the<; issue ot 
de ferrabi'li.ty,· referred .. to hearinCJs~" ,i The, Edison: motion.; ;: in:' their," . 
view, is a~::motionfor summary judCj]l1ent:that,should,- be,ndenied:" :<: 

beeause,'Cl): :material factual issues are'~disputed;'andi'; (2-), Edison'" "', .... 

has.. not shown it 'is entitled., to" summary- jUd9lf1ent. as·a. matter ot":. 
law. (Cf.- cal. Code' of Civil Procedure,:Section 437c;)' 

GRA/IEP assert·. that ,Edison.: has.'; ignored" the': four- ,:'::
nonc:leferral>ility criteria outlined in'D'.86-07-004., {S~e-'21~iCPUC 2d· 
34 (\, 380. ) FUrther, it is both improper and unnecessary to"" : 
consic:ler' the' issue of nonc:leferrabili ty ,in advance of .. a decision on 
cost-e:f!eetiveness. (the first~criterion) ;. ".' 

- GPA!IEP- say that under·D' .. 91-03-0·S8:, Edison. mus.t'·:at:,least: 
show that: the SONGS 1- proj ect involves neither a', capaei t~: expansion:~ 
nor a life extension, but its motion has failed to:~·dO"so,;.~ "'.'l'he:.';·:laclC 
of change in "rated, capaci tyN should-, not obscure" the:"': :faet' (which 
Edison conced.es), that- the, plant's. "generating capabi'lityN:lwi'l,l::.,., .,,', 
increase' by, 2S MW. Edison also concedes\that,,>~ut:: for.· the j",: .. ,:. ':;"~i 

ad.di tional eapi tal expendi tares, SONGS, 1- will' not' continue, to , .. " " '.:' 
operate.. Thus, the proposed. expenditures are-. ):)oth, a'~ Ii'fe.' ext~ion:: 
and a capacity expansion. ','" '. ,.,':; .... ', ... ' .. , :~': 

- 5· -
....... '"I .-
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3. DD 
According: to ORA',. Edison' $';,motio!l;' iSi 'anticompeti ti.ve:, "~,'as:,:';) 

it would, prevent QFs .. from, ,competing\:against SONGS 1· in:>some~::",';,,:,~,:,:::: 

circwnstanees: ... This lost )opportunity eould.',eost ratepayers,~t~",;, >.:'; .'.' :'::' 

hundreds;:o'!', millions of dollars. ,,""', ,~" ',: :::,:.:';: ,,: ,,;l;·,,:,:·:,:·\,:~j'::';:.: ,<.~ 

ORA" ,like GRA/IEP ,believes~, that the::'proposeo.,: ,.:" ,,;~;':' ",_.' 
expenditures.,',both extend, the life of"the·:plant.,::and\'expand::,', its"::,,:~, ;~, 

capacity. ORA says Edison's own-"analys,is' attri:butes",mil'lions" ot',/"i' 

dollars ofeapacity value to-: ,the', p'lanned".improvements:~:,;'·DRA. accepts 
that a resource, which is in'place'::and operatinqis/ nondeferrable .. " " 
But when new, eapi tal" is:, =equired' to keep ,', a resource" in:: opera.tion .or; 
extend its life,. and,the new capital"exceeds the:,cos'ts of·)':'f .... , ',/," 
al te:rnati vc resources, such a resource should' be',;, considered;; ,:,': 
deferrable. ORA thinks 0.91-03-058 does not addresS"thi:s:;:issue. 

ORA .notos that,' with the excoptiono-f, peakinq!',resources 

(e.g., combustion turbines), which have no energy-re'lated': capital 
costs, the Commission, has~ explicitly, rej'ectedcreatinq::~broad .. '". 
categories of generically nondeferrable resources .. ": ',(0. 86~07-004:,. " 
21 CPOC 2d 340, 380.) Besides, few' existing .. resources ar~,likely:,,:,; 
to require capital e>..-pendi tures exceeding: the . ,investment) needed tor 
a new combustion turbine;' therefore,. 'most" existing 'resources are 
already eateqorieally nondeferrable'.', (See D .. 90-0~-060,,3.6,·CPUC-,'" 
2d 2, 45-46.) ,'v, ., ,~, ~ .• " 

ORA distinquishes-' between ~ the'.' hydro' rel icensing::.:and·I'.~" , ,.,;: :,' 
SONGS 1. PG&E risked losing a·, cost-effective' resource,'!but'\ SONGS:l;· 
simply might not ,be. cost-et'fective~without":the upgradei,\,ratepayers 
may' benefit· from.'development o,f a less costlyrepl'acemen.t: resource;';': 
C~ Edison's Reply>· :;,', '",: ... , ..... ,":,,,.-.'::::~':' :':'~.::,,~ " -:0,-: 

, Edison believes that ORA.:m.isuncierstands: the' na.ture,:, cost;::· 
and scope" of the _ SONGS 1 .• upqrade,. .. as" well(: as,' prior:' commission (:,:;:: ,~.,:,:; 

decisions on the: issue. of deferrability., The ClXisting;resource·'~':I.":~: 

principles of :0'.91-03-058 :folloW', a,lonq::line~of:Comm.ission.t,:-:c,:::,: .::;;:"" 
decisions· supportinq,. the precept that" resource 'addi.tions;"\ not,~; f,"; ~:<: ~.\ 
existinq resources, are deferrable by QFs ... I(See-,:;"e~g.·,,;~.O·.;'8:7,-,05-060·, 
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and 0~S6"':'07~00'4':')~ Aii "ensting- generating fac::il:1t:t~s"'may:re(jli':trc .t, 
capital expendi ture~ en:~lin9:: :them ~':t:o": :e_oiitin~E:("op(ir'at:LXlg 'i~ the' 
Comxnission -has never found 'su'eh eXpendi tu~es to -b~" d~ter~able. 

Edison opposes ORA's id:eathat eXistinq"resourcefJ having 
up'qradc costs qreater than alternative res'ource's warrant treatment" 
as deferrabfe. Existing resources' are not and' shoul:d"'noti be
subject to' bid'by QFs.' GRA1IEP's"reterenee to:the,' four';:part .. ,. 
nondeferrability test in 0.8'6':'07-004";(:;' inappropriate', >s±nce'the ',' 
test does not apply to existing units. 

Edison denies that its motion is anti'eompetitive;":"onthe' 
contrary, ORA's and CRA/IEP's conception o':e d,6ferrability ignores 
thcoir:rent regulatori :structure. 'O'nl'ike QFs, utiJ:±ties'''h~:ve 'a' 

, , • I,', '0' , "., .• , •• ,,"1:~7 c .. :) 
leqal obligation to serve. In exchange; 'they are permitted. 'a' 
reasonable and ~air return on--their investment,. a 'principle' which 
would. be underlnined were QFs allowed. to bid to rotiro cost'
effective existing utility resources." '" 

Edison believes the SONGS 1 up<3'rade' is directly':analagbus 
to the hyd%-o. relicensinq situation' addressed in '0 ;~8:8-03:-079. In 
both . eases,' 'allowing QFs to deter or 'avoId an :bnprovement" to ':axi"-
existing resoUrce could cause theut11ity to lose, "not:::only the 
opportunity to- invest in a cost-effective -improvement';' '-but also,' the' 
ability to continue to operate the "existinq resource-~ " ' 

III. DiWssioQ " " .... , 

" . . - " ",'. \ '- , .. ' .. , ... " "" -. .. , .... 
We grant Ecl.ison's-xnotionfora 'find.ing- that 'the proposed' 

• . . , .. . \ ' . . '\' d" .... : f".""" .,~ 

capl.tal- expenditures are'nondeferrable. However , although,' the , " ,,' 
finding applies'to all of the 'expend'itures, ou-r:rea's6riinq~<":' : -,. 
differentiates between thoseexpendi t'llres serving ,:to' ma'intairi ' the -::: 
plant in service for'the rest of it soperati rig' licen'se~and: those::" 
expenditures intended to increase" th~{plantis' generatIng:':" "" ":,>:",:J:;;" 

capability~ , We beg-in our'd.iscussion with. the' latter.' " , - <::.-~" 
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A. lf2nd~tqJXAbi.li.ty ot the rncreM~ in Generating Qpabilit;y 
1_, A Project to Increase .the ,.Ge.Deratinq capability." 

ot...an Existing Resource May Be' Deferrable" " ' "" 
, .. '. 

The Commission bas be1Q that ,the category ,of deferrable . "', . "" 

, .. "'. 

resources includ.es proj.eets to add generating. cap .. "city,. whether, in 
the form. of new power plants or, expansion of exis~ting .po~e~~.:plants~ 
(0.91-03-.058.) Edison ano.SOG&E conteno. that" because)so~~s "~ 
would ,still operate at less than its rated capaci;c.y f;th~ ,:p~opos~d.. 
increase in routine generating capability cannot be"consi~are.~ an ,,' 
expansion. We disagree. " " ;' 

"10teo. capacityH is an engineering term.o! art ~referring., , 
'." '., '. ." " ' • ,'. .... \ of.. • 

to a maehine' s ,output under (generally):, an optimal s.et,_o;.,oper~tinq. 
conditions_ ,WRated. capacitylP, does not, ,te~l" us ho~ ot:te,n ~~~< 
machine, could. reach that output, :or, ,hOW, lOllg.:it: could::~ust.~.~ .. tb.a:t '.: 
output. ,"Rated ,. ca.paci ty" of a power plant has. some relevance, to ~ .. "" 

c· • ~ • • I· ,', ''0-, • _"."" ~" • .,) .... 

plant performance but other tactorscould, bemor,e : ixt1J?o~t "for. , 
resource pla,?ning ,purposes_ . "; ': •. './~ 

Here,. gdison has il'ldica.ted that it could run SONGS 1. at _ . 
• ' • • • .,'. I '. , ,'...... ... J __ ' • ,~', , j .. , " ' .. ' .," 

rated capacity onJ.y with "several months ,of lead. time ., •• :to ,update, 
• ~ , ' " ,,' , , ..' ., +, ", ., ,', ' '," • ", ,. ~~ • '" .', .. 

related satety analysis and.:obtain NRC approval •. " (t-;0:ti0Xl: a:t. F? St:, 
note 11.) Moreover ,.Ed.ison ,now runs SONGS at 5,6 MW~"th,a.t; .. .rate~ 
capacity in order to minimize. corrosion of steam gene.rator -,tubes .. ; 

• .. . ". , ..... oJ.'> ... " ..... 

A substantial part of the proposed expenditures is for improvements 
needed to allow higher ca.pacity operat~onwithout wear-and-tear. 

We conclude that for Edison's own planning purposes, the 
governillg criteri~n for SONGSl is "routinenet,qene~atin9' 
capability", ,and not the plant,'s rated capacity~ .,The ,keys.tone, .. of,. 

, • ., ,",. ~."' ", c .. ..',' , •• 

",11 our decisions on alternative.generation and long~run',"resource . 
, ' , •• c .,. '~" '.,.' •• , 

planning is that the utility may no:cuse c~ne set ... o,f .cr~:t:ex:~ ~o;;:.:~: b 
its own. projects and another, set when QFs enter. the picture... Th.e·' ," 

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

proposed expenditures would increase the routine.. net .,generating, ,,~.j '. 
'. """ " ,j, , '/' .",. T.,· .... " "',4 • 

capability of SONGS 1 by about 25 MW.:. 'r,his increa~~. c,on~t.i:~u:;~S;~;,: 

- s - .. 
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an Nexpansioolr' of an' exi'Sting·re'so'U.rce'''':'':·(D:9:i';03:~058,)''.~3i.:)e However? '.':' 
as we exp:tain:below;' thl.S -e'xpansion"'fs,hnot:de:ferrablebY :'QFs'~: ~,~~" ... r ••.•. 

2 ~., xmprovements· ThAt Are' Xncidental to.· NecesSary " .' .. ,: '. ~ 

Repairs· or ,~ety: Upgrades. of ·.·.·an·· Existing' .;' 
El,Mt Are Generally NondQtcrrable 

The decision on when· and how. much·:to. expand an ·existing 
plant (e.g., by repowerinq)is typically governed by resour.ce ' . 
planning, ·that is, proj:ections of fu.ture system. needs, ,for ,:energy, , 
and capacity. In other ,wo;r:ds, the decision process is the ~.same. .. as· '~. 

that for new power plants., But sometimes-.. the utilitY:>,does·,not have 
complete control over ·the timinqof· capi tal:expendi tures, for.:' .. 
ex~ple,: when a power plant requires..maj.or investments:',to meet ,new . 
safety. standards or to· repair·damaqe ,resultinq:·from an,.accident.or:"" 
natural disaster. Such a forcedoutaCje provides the.;:ut,ility::an, .:. " 
opportunityto. silnultaneouslY,make other .improveltlents to·.:the plant .. 
These improvements may increase, plant efficiency or· output" 'and may. 
also be criticaLto the ·cost~etfectiveness of .the .;r:epair,.oX:;.,·satet=r:", 
upgrade. We expect utilities to take advantage of such ".,~" "', .' 
opportunities .. ,·, ,<., ." " ": '. '.:~.~y~:; .' ..... ;:. i.:',i', •. 

TO-.try, .tor purposes.. of ,QF· biddinC]" to separate)the.· 
incidental"improvements from .. the·associated ·upgrades:.;or "repairs;: .. " :..; ..... 
eould, .. have perverse results. ·"It·may: be. ilnpossible,,:.or it.maY·,not w -: .• 

),'~ ~ , \. .. I,¥ n"::.:.~~) ",,";{' '.'~~.;.~,:'.;::;'.': ,');;;"..,2-

.• _~_., _ •• ~~ .• ".,._ .... _"."'~: ~~' ';' ...... ',J •• "': "~ • • : ...•. _< .. J.;,:~ .. , .. <:.,... I:':"'!'I'>~ 

---,-,,-. -. ,;,; .::', . "~"": t~1 I ... ·',:, ," J :': "',.,, ''',' "r" ,1\/::.<:: vr:~ ·)'·'~;':'n""'·~'\··" (. ,.!,~_ '1tI'~' 
3 Our reliance here on "routine,.net .qenerating capability'" in 

pre'ference:to "rated capacity""'has" a ':close~'anal:09Y~" in O;:8'6,;;;07:'004'~:~'\:: 
There, we found that utilities tended to overestimate the future 
availability of their own trow,led plants, which they portrayed as 
suffering from peculiar, nonrecurring problems that were not fairly 
indicative of later performance. We direeted the utilities to use 
rollinq historical averages in projectin~, plant ayailability~ ., .... 
(21 CPUC 2d 340, 381-8-2.) Today's deeisl.on· and, 0.'86-07-004" a:re . 
consistent in preferring a planning approaeh thataccords'greater':>:" 
weight to what seems'likely to. happen " than to what is' theoretically" 
possi]:)le. . ", '~. ',.' . 
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be cost-,eff,ecti ve,. to. make . the. i,ilupr,ovement.,unle,ss . :the. w.ork ,is ... " ", " 
•• I ....... c.,....., .. , .. ',""J • ...,I •. ",,~ .. , ;'" ...... 0- \""'H"~''';'''(.''!''>' 

undertaken together. with the. repairs. or ,.up,grades; , and. the .. utili ty. ". 
'. ,., •• '- .,. .... • " • '" ...... ' ~, ' ••••• _ ...... '\ .\ "._ ~~. ~ ~ ... ~ , ",. ',," ... " •• ~) _ 'J 

may not be able,to delay the .latter~while:awaitinq; .. the_,outcome of 
QF biddinq.. 'l'h~s,·th~ opportunity:~to:"~~l:~·.-,the:;i~p;ov~~;~t c~~ld be 

lost. 
• • J ", , • ",} ". t'; ~i' " , '.' • , ~" . ,,'"I" ' "I f , I ,'" 

Another ,graver' consequence· wouJ;dbe 'possib!e ',1'o'ss of the 
existing<resource·. Inth"is instance:; federal safety standards .' .•. , 
require eert.ain upgrades if SONGS ·11s- to- operate for the·'·:fue·J: 
cycles remaining under its operatinq ·license·. "These ~upqrade~v~are';';" 

sufficiently expensive to- cast doubt on whether continued' operation:: 
of SONGS 1 after the current fuel, eycl'e 'is eost-e'ffective~·:· Edison' 
clailUs the increase in routinenet'generatinq capability .'is· highly> 
cost-effective~ Hypothetieal'ly, . de!erring"that·::inerease':eould·,.~· 
shift Pthebalance· of cost-etfectiveness<in favor:ofretiri:nq the"·, 
existing unit; so that by putting 2'S MW'''up to ·bid,·we woul:dcreate ". 
an ac1ditionalneed tor 38.0' MW (the . current net:generating':":: ." 
cap.abil'ity of SONGS 1)' .4, That would 'not :be,'good resou.rce·:~" '" 
planninq. \. '" .. 

The category of nondeferrability that we ereate: in::,"'" .. ~ .,':. 

today's decis':i:on is narrow~ Most'~·capacity:expansions"·or;:,:·life 

extensions ot existing 'plants' are' noti'linked to::repairsi;'or:,satety:':" 
upgrades, 'and should:be ·treated as potential 'deterrabJ.'e·>resources:,G·~. 
akin to new power plants. 

3. Some tJtil.ity Projects Kay Be '1'00 
SlDall to ~ Dcterrable 

Our program to foster competition in electric generation 
was prompted by several concerns, one of which was that. utility'" ..... 

. ,",.' .!",:., ~ ..... < ,", "," .~: :.'~-,,,., ,",. ,',:"':,r", ' ...... : .... :,"_.,.::. ~''''I~ .... "~-:.... ,.,~ 

resource·'plans hadtradl.tl.onally ,fav:ored,la:t:ge,. ea.pJ.tal:-:l.ntenSJ.ve,,~., . .. , ....... . ";' -.... . .. ' ..... \,-, 

, ' ... 

.. ,;: .. : .. ." ~:I~ h • '.' t- .... ' . ,:'.,' -; ,::,:::-, ',~'';'l ~ .... ,:- ,: :' .:~,< .. ) .. ~ 

. 4 In. thl.s_respect,. ~e SONGS. ,1 s1tuat1on 15: anal~qous ~o· '.>'.)'::,:,. ;'~ '. 
J.m.provements,proposQa.).nthe-.course: Of. therelJ.censJ.ng of .~,- ,""; ...... , .. ,:. 
hyclroelectrie:, proj ects,., which;-; we .have designated; .as ,', qen~riealli·; :~; ~,' t, .:. 
nondeferrable ~y QFs. (See 0.88-03-079, 26 CPUC 2d 559,565'.).' . 

- 10 .. -,.", ._ 
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central station power prQj'eets~ - we"'n~ted th~ta;-Bet~er;'mix ot-::'>:: 

sxnalier' projects 'could raducE(ratepayer risk by';d:L~erslifyin9 c;suppiy' 
sources and 'mitigating the i~pact;ot 'delays-and 'cost:":over~sat ",' 
individual' proj'eets. 

This major' concern is not 'present when the -:utility itself 
pursues a sm.all' project. -FUrthermore~:' preparing' a'solic1ta:tion. ':and':': 
holding an auction is expensive' and not necessarily proporti6nai'to' 
the size of' the deferrable resource:" It' 'is at least qUestionak>le ,:' 
whether the gains to competition' and theposSibie -' discount' 'from,'fhe ,.
benchmark pri.ce would justify the expenditures of-'requlatory"'and " 
utility effort in identifying an9-' deferring a very small' project~" , 

The ease in point, a 25 MW expansion of SONGS l;ls'not 
clearly de minimis for either Edison'or SDG&E, but'it 'is sma!! 
enough to-warrant notingthe'issue~we will not exPect to llold 
auctions to deter projects in'the l-2 MW'range or less. 
B. H.9.ndeferrMlilitv of the Existing Pl~ 

Existing resources have always been nondeferrable~ No 
party disputes this. However~ there are occasj:on~,llycirCUm.stances 

. - .. , '. . f.:, 

(typically, safety upgrades and major repairs,as'discussed"in 
Section'III.A.2 above) where a utility 'puts large amounts;'o:(',' 
eapital into an existing resource"to'mafntairiitduringits'planned 
useful life. The capital outlay may 'be so large 'that the::'utility~ 
for the same outlay, could build an entirely newplant'~(sUch: as·'a 
combustion turbine, which typically is cheap to build but has high 
fuel costs). In such circumstances, the utility should test the 
proposed capital expenditures through the Update resource pl~nninq 
methodology to ensure that running the existing plant is indeed 
superior to new resource options. (This was our holding in,_,,,_ ._.~"." 

O 91 0., 0 c: 0--- , ) " '--,' " -' " • ~,' • ,', , " ' -: ,'-" J 
• -.,,- ~. ' : '., • ... .' • \ ' •••• ..1 ,' ••• ', ••• ,,' , 

, ":The': issue: here 'is ,what: to:'~do' i:f:'the"'proposed'~eXpendit~res~~ 
, • ," .I. •. \ . 1 ~. • '" •• ,' I ,.I : "' ~. • I '.,J, ., ~. \ • • -.. ,J,.l. ' "j, ',. ~:, '" .' '.' , L' 

for the existing,' resource'~' pass the':: test ,~; i .. e(_ ',,:' are,:" shown",to-:be ,:-, '). ~: ,:', 
cost-effeeti ve' over 'the remaining,_' useful:' ': 1 ife:' ot:,:-th~ ex1st:tng: ,:",,:: .: :":; 

• • 1 .' , \ .• '", .' >~- ..... ,'.' •• j ,I. I ' ,.' • '". " •• "'" ,',. '.' 

plant~, ORA and, GRA/IEpl bel,ieve that QFs. should<be':-:permitted,: to,~bid,-~ 
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to defer those expenditures. ,However, ,we agree with Edison, and" '" ,,' 
• • _, • • " ..' .' d •• " ~ '., Ie.' ,.'" ~,.', "'_''''.' .,,, .... 1 ,.: >',' •• ' , 

SOG&E ,that expenditures that do ,not expand the capacity or, ,extend 
," I ,l .". • I. • ;,.!'., ~ ,. '_"' . _ " < , '. } I ~ ,. _~. '"I ..' 

tho lifo of "'n, exi~tin9' plant .. arenondeterral:>lo, eVlOn, whore, 'the , . 
• • '. :. I , • t.. f. I. I ~ , , 

expenditures would exceed the capital cost of a combustion turbine. 
• I .• \_ r.'. 

0.91-03-058 does not., expand final Standard Offer 4 
bidding, which was and is limited,to new' or additional,capacity.5 
D.9l-03-058 stands for the proposition that ,when capital 'outlays to>' 
maintain an existing plant exceed the" capital required,,,to build at 

, , ,. '.. " . 

least some types of new generating capa~ity, the utility should 
make its decision (maintain the existing plant or retire it. and" 

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

acquire new capacity) using the ~" val ues, assumptions, and ,. " 
• \,,' \ .' < '.1,. j .' 

method.s that it uses to make other resource planning ,decisions in 
" . . . .. \",.. ", .. 

the Update. Should the decision be,to retire the existing plant, 
• • I _, " , '..\.' 

QFs would certainly be among the resource ,options from, wh!L6h J the 
.' , , ., '",,' ... 1 

utility would ,get replacem.ent c~paci~y. " " , 
Expansion ot tinal Standard., Offer 4. bid.Cling', to" in~l:ud.e 

repairs or safety upgrades ot, existing plants is a theor~tical 
possibility_that we do not intend to pursue at this time. ,The 

• .' < ,,J,. 

Update and the auction are new processes. We believe they:have 
, ~ • , ' , I ' '" , 

been carefully thought thro?-gh, '" but. any new,proces:s w~~l, ~a,,:,e " 
problems.There,will be time enough, to consider refinemen:ts as we 
gain m.ore. e~~rience and:have worked 'out implementation pr~blemsin 
the current,processes. 

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

,'j,~,. ' '"'~ • , .. " 

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

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

5- ORA, citing 0.87-11-024., Finding 22, contends we have',"c,<;'.:-,:",':,: 
previ<?usly held ,tha~ "~xisting ,resources "may, be "dis~la,?ed"by QFs·." 
DRAlnl.sread.sthat flndl.ng and lts reasonl.ng.' The'f:J:ndlngrelates 
to reinstatement of Stand.ard.Offer2, a, .. short-run'offer:'with ':':: ',,:', 
variable energy paYlllents. Adding a, Standard Offer 2 ,QF" enables ,the, 
purchasing utility to use less energy from high operating' cost' -~, ' .. 
units, typicallypeakinq resources,: it, does, n2t enable" the':; utility, 
to retire those units. 

- l2 -, ' 
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z:iJ:ld~ Fasc:t:, .' " "~"j,. ~,," I ,.', ,,':, ".,.':'1., .... :;.,.':: :"' 

1. .In-:D.91-03-0ss., we ordered; .that· "thG review",otr',the cos.t-" 'r· , ..... \ '.""'.. ~, , " '" ;.." 

effeeti veness. of the. ,pl:'oposed·. SONGS~ ,1 .expenditures l:>e;. consolidated.,~, 
with the Biennial Resource Plan· Update:_ . We, expressly held open the 
issue, of'~whether some aspeet· of the. inves;t:ments proposed ;for; .' , ,': 

SONGS 1 could or should be considored deterra~l(l) by _,QF.s.~I'I·,:r~c:" . 
2. In compliance with. D.91-0,3.-058 , : Edison ,tiled a::~new .. 

application supporting its request for·approval of: the· proposed 
expenditures for SONGS 1 CA. 91~07~004) '., Edison: also,·filed a. motion 
req\.:lesting that, whether or not the· proposed SONGS, 1,. capitaL. , . 
expenditures are found to be cost-effective, SONGS-. 1 ):)e., found, to· ,be 
a nond.et6:rrable resouree, not sul:>j ect to QF b-iddinq. ,Edison~ also· .' 
asked that the proposed expenditures, be found to~be. nondeferrable. 

30. On July 24, 1991, responces ,to- Edison's, motion, w42re, f,iled. 
by SDG&E" which supported the'motion, ·as . well as..:by GP.AIIEP, ,and 
ORA, which both opposed the motion. .' :)/' "".">, , 

4. . "Rated capacity", ot a: power plant, has. "s:ome ,relevanc~ ,for." 

plant pertormance but other factors could be more import~t:for". 

resource pla~inq purposes. :, ,~ , , . -" .. ", ~ 
, ..... ,. 

5-. ,Ea.ison., has demonstrated· that, f,or itso~m; planning:> , 
purposes, SONGS:l's "routine net generatinCJ:>c~p.acity~':,\ ano..',not the 
plant's "rated capacity"', is., thQ governing, ,criterion., . ,;. 

&. Edison's and SDG&E's. proposed·: expenditures". which would, 
increase the routine net generating ·capability of SONGS 1,by: abo.ut 
25 MW, constitute an expansion of an exi$tinqreso~rce. 

7. Utilities ,can and should take ·advantage,. of an opportunity 
to make improvements to increase a plant's efficiency".o.r:output 
when they .can· ::be made cost-effectively in, conjunc'c,ion wit!'?-
necessary repair:s or, safety upgrades. "., ',':" 

8. Edison's and SOG&.E:'s proposed exp~nditures for SONGS, .1, 
constitute improvements which, are incidental· to ,necessary repairs 
or safe'cy upgrades of an existing facility. , .:: ,;, ,." .. 

- ll.-
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9. Perverse results could occur from separating:~~I".for._:.~;~~ ,::,;"; ..... 
purpOses of: QF bidd'ing, incidental·: 'improvements- of' an, eX'isting 
resource·from:·theas·soC:Lated:'repal·rs·'ors3;'fetY:'upgrad:es;.-:->;-;-,'j:::··· 

lC·~Som.e utllity generation proj~cts'(new plants:: or' ,;, . 
expansions ot"existing" plants) may" be ' t'e»' small- to be:'· de~e'rrable,~· , 
Conclusions o( Law ' . ,- -;, .,", ;.;,: .:.:;. . . ,,<:; '. 

1.' The proposed, capi taF expend:i:tures' for SONGS~~ should be 
treated as:-nendeferrable for', pu:rposes·of· this proce-ed::tnq. :C, ,:.':., ,:'::;. 

2 • The Category' ofnondeferrab il'i ty cre'ated:> in':: todayrs.::'" -:: /," 
decision·· is 'narrow~' Most 'capa·city'·expans-ions·' or 'life:' extensionS:'.o,f .. · 
existing plants are not linked to-'repa'irs or' sa'fety uP9rades.:~, ane\,:":>:' 
should be treated' as potential deferrable resources' •. , ". '" , '.' . .' 

3~ Where a utilityf's capital expenditures' to;.mainta1n:;an 
existing: plant exceeds the capital' 'required' to build,;soxne· type of 
new generating capacity, the utility shouldtest,'the proposed," 
capital expenditures through the Update resource pl'ann:ing:~~:I.' " . 
xnethodO:logy . to ensure running the" e~isting 'plant: :i:ssuperior· to new 
resource optl·ons. ..:;' ",<.:. ',.::: '~~~:..,.:.'~, ... ~. " 

4 .. Expencli tures which dQ nQt expand' the:'capa'ci ty,( or:'·: cxt'end ' . 
the life of an existing p"!ant· are: nond'e'ferrable, even~wh:ere the 
expenditures would exeeedthe, eapi tal' 'costo·f:- a' cOInbust'i:on turliine' ... ·: 

S. EdisQn and SDG&E should test: their" proposed :captt'al' ',:.: 

expend'i tures tor' SONGS l: in' the resourco: plan phase \ o'!· the Upd.~te 
to determine their .eost-effectiveness. 'If:' these, ;expendi tures'· do.~·~ 
not pass the test, a~y increased generation need· 'Inay~' ':be.~ ·fill~d'· by .. ' ~ 
cost~effective . alternative' resourees-'andaresubj:ect:,'to- possible 
deferral through~biddinq t.i,/ ~Fs. "'" "':",'::'~~;':~:~, .. ,,'!': ',.I 

;,";",' 6. Repairs or safety upgrades' neces'saryt~'maint'a'in 'an~ .'. 
existing plant in service during (but not' beyond)·· its; p,l'anried"·· .- ';' 
useful life do not· constitute- a life- exteri:s'ion~:' .' ", ';:',:' . 

. 7.' Because' hearings in the- re'sour-:e· plan: pha'se~~\Q·f; the'Update:: 
are imminent, this order should, :be eff'"ectivetoday. . ":." - ',::' , ... ~." 

• 

',. 
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I~ IS ORDERED that: 
1. The capital expenditures proposed by Southern California 

EQison Company (Edison) and San Diego Gas & Electric Company 
(SDG&E) for Unit 1 of the San Ononfre Nuclear Generating Station 
(SONGS 1) will be treated as nondeferrable for purposes of this
proceeding. 

2. The proposed SONGS 1 expenditures will be tested for 
cost-effectiveness in the resource plan phase of the Biennial 
Resource Plan update. If the proposed expen~itures do not pass the 
test, any increased generation need for Edison and SDG&E may be 
filled by cost-effective alternative resources and is sul:>ject to 
final Standard Offer 4 bidding-

This order is effective tOday. 
Dated September 25, 1991, at San FranCiSCO, California. 

I abstain. 

/sl G. Mitchell Wilk 
ComnU.ssioner 
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PATRICIA M. ECKERT-
President 

JOHN B. OHANIAN 
DANIEL 'WIn. FESSLER 
NORMAN O. SHUMWAY 

Commissioners 
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'N;.(:£XecuttVe Director 


