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lNTERDJ> QPINXOF 
,I'""'","·'. "T.- ,',1 

.. I ~,. I', ,,' 

In today's deeision, we qi va' pol,icy' ci"irClction ,on: ,key; " ' 

transmission issues that are the subj':ect "of'·' ,this investigation."'" . 
Our direct'ion~ is based' on our 'consideration: of,eoMentS::'and::rcplics., :," 
filed in' response to' the ordercoMencinq: this investigation."", We' ',' '>: 

have also considered the'information' supplied, on'March, 15,::;1991, :by 
the respondent utilities as requested in: a ruling:byAssiqned: . 
Commissioner' Wilk. This policy direction should· :laythe' groundwork 
for further: proceedings in th,!s investigation;," as. descri:bedla-ter 
in the decision. ",,:~ ." 

x _ Introduction 

This transmission investigation complements our etto,rts" 
in the Bi~nr..ial ,Resource PlanUpdatec (Investigation '>(I,~+' /8.9:-07-004)", 

to enhance' competition am~nq~ ,~xist'in9' and~'p~tentiai,L~UP1:'li,~l:~' ,ot: " ," " 
electricity, to serve California-'s needs. The Update, 'in: ,:~' ,;-'<,: 

conjunction with, the Enerqy ·coxmriiss.,ion';bi,enril:al,:'Eleetricity, 
• ", . ,- . , ".J ,J.-,' . 

Report ,quantifies those needsa.nd'establishes"'the'long-run.avoided 
costsa~ainst which suppliers bid. 'Th~ 'p~~~ent 't'ransmi~:Sion;" 
investigation concerns the terms and eond'itionswhereby ':suppliers, , 
may transmit their output to whoiesa.le purcha.sers Of"~l~ctricity'in 

. '" 

California. . Competitive supply procUrement 'andenhanced:'a.ecess -to ' , 
the market are the keyeiexnents. i~ 1:b.is cOltlmi~sion's,strate9y<for ,,: 

. ' . . '. , " \. 

ensuiinq that electrical eonsumers;';£n California, qet' rel'ia:ble," '" ',. 
se~iee 'at r~sonable cost, eon~istent wi'Ch .the State's, ,,'::: , 

• - '. • .... , , .... I' ,.' .' ,.:- I,j ; 

environmental policies. " .:~>:;;,~- .. ;;',' .,', ',,',' 

''', 'J ~" 

,():. " 

. ~ .. , 
... ~ I 

.... . ~ (' • ", ' ".4, '.~. '.. ,,"I ' •. ,' ., . .. t ~. 
• " ,~, 'F ,,' , ... .. .... .," • -. .~.~ • \ 

: ::;c· .. ·:~, ~J'.'': : ~..,~::;.:~~,,:' .. :, .~{J ::c.':':;';"'/~',~?~: ~~: 
• ' :' '" .. J: .::;. ~ ~ -:: ~.~" ~~ Q 0::' :,; .:~', ~:-,: :!' ~~) ,~~ ,~~:~ ~.:..~::: 
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Many parties have responded,; to ,our invitation to s~mi t 
comments. 1 Th~ Assigned Commissioner also requested filings from 
investor-owned electric utili1:ies, regarding the.i.rtransmission . .. , .' --. 

funetionand.praetices, including information on the ,.follo;;-r,~n9':, 
planning, criteria; computer, models; projocts and, cxpenditures." 
during, the past decade: and· involvement ·in wheelinq. t~ansaction~. 

We have carefully reviewed .theseextensive mater,i~ls .• 

.. \, 

They reflect a qreat deal of. thought and commitment. to: the ,.~~ject . , 
of tb.is·.investiqation. .We thank·the parties for their .efforts: to' ';<", 

date .and arc now, ready to indicate,·how our thinking:. has.p.rog::r:e.ss~d 
since the oriqinal order in this investigation. The policy:.". ' " 

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

~ -...•. '-.. 
_, : :~." .r,; ',';", ," 

1 ·:The!'ollowing parties filed opening, or ,reply,. comments.:... ", . 
Pacific Gas and Electric company (PG&E): PacifiCo'rp: san-"Diego 
Gas & Eleetrie . Company' (SDG&E):' Sierra :Paeitic Power company"!,' '. 
(SPPC); Southern california Edison Company (Edison),.;.: thi~, .... ". 
comxnission's Division of Ratepayer Advocates (ORA); California 
Energy Commission (CEC); California Department of General':Serv'ices 
COGS); California Department of Wa.ter Resources. (DWR); Northern 
California Power Agency (NCPA): Transmission Agency of Northern 
California (TANC): Northern californla Power Pool (NCPP);' Western 
Area Power Administration (WAPA), both individually and as ~ me~er 
of NCPP; the City ot Vernon; the City of Santa Clara, both. 
individually and as a member of NCPA; the Cities Qf Anaheim;' Azusa, 
Banning,. Colton, and Riverside (Southern CitiQs.); National 
Independent Energy Producers (NIEP); the Geothermal Resources 
Association and Independent Energy Producers Associat'ion··, (GRA/IEI") ; 
California Energy Company, Inc. (CECI);. Century. power,Corp~ration 
(Century); Destec Energy, Inc. (Oestec); Hadson Power Systems, 'Inc. 
(Hadson); Ronald E. Rulofson: and' Trans-Pacific Geothermal: :' , . 
corporation (Trans-Pacific). 

Also, various cities and special districts are participatinq 
by virtue of their membership in one or more of the joint powers 
agencies (NCPA, TANC, NCPP) filing comments. They are the Cities 
of Alameda, BiCJ9's, Gridley, Healdsburg, Lodi, Lompoc; Palo Alto, 
Redding, Rosev11le, and Ukiah; Sacramento MuniCipal Utility 
District: Truckee Donner Public Utility District; Modesto 
Irrigation District: Turlock Irrigation District; and Plumas-Sierra 
RUral Electric Cooperative. 
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" ',' .. 1 , I ' ". ~ C' < ',,:" ',' , .. 

. ), . '.. I'. '~~~ ; : ,": ,-. ~' ,'Y:: /""-:> 

direction indicated.,in today~s .opinion should form t~~;basis,for~ , .... 

negotiating conference, which is, the . next .. step.. '" 
J • , ~ 

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

• , '-.II, 

II. ~ls 0' the Invcstiq~j;ion ~. \ • i"" .,.~ . -'-. 
. ~ ... ".' . '\ / 

This investigation has manY.goals, which we elaborate 
" " r 

below. \ ' ,;,-, , ' , •• I ". ~ '. 

A. Promote Competition in Electric Generation 
We . have a long-ter:lIl. goal of achieving a fully ~6m¥eti ~i ..;~~: ;: 

, _, ' • •• ,_,' " : 1 t,: . ': '.' . 
generation market for california. We view,nondiscriminatory 
transmission access. as, the' next, crucial, ~nd. timely step to'~~;;d this':~'" 

.' . ~:: " -. ,''''" , . 
goal. "1' ." •. "' 

To date, we have focusod on new supply sources as' th'e 
first step toward a fully. competiti~e .. generaticm m~·rket. ' si~c~the' 
early' 1980s,alternative ,s~~ees of ,g,ener~tion' have. come.' ~6stlY . 

" _, """, .'", ,; ".;.~')'~.':, ~"'!'R~\' 

tromqualitying facilities (QFs)" who constitute a largcclass of 
nonutility generators (NO'Gs)cr~ated '~der : the Pub'lfcutility "', 
Regulatory,Policies Act_2 QFs now provide a siqnifieant sou~~e 
of generating capacity tor Cal ifornia, 3 and the pre~ent > " " ,:' > , , 

competition to serve new demand in.Californiais largely between 
them and the regulated utilities. Our Biennial Resourc~Pl~~ .. 
Update enables QFsto underbid,. and thereby deter or avoid, new 
power plants or power purchase opportuniti~s id~ntiti~d'by:the 
utilities. ,- .) ; .) ,',. 

,'~~.>, -:'.':';"; ;'·'·~~)t~·'.\;'" 

2 Appendixes to this decision include a List of Acronyms and a 

,\"" T" 

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

GlOSsary. . I 

',," .'~'_~'. ~<.~' .. '., .. 'i,~',~' It ,'";., !.;, .. ,.' ......... '-.~>:~: :·:·;·.''''~,~I: .. J :'.\."".,.;~, "~.~~;.,,,:,,<>,:~! ... ~(I.;'.' ;", 

3 Th:Ls' qrowth:LS due, :LXl' part',.- to::-the: leqaJ..·,:requl.rement ~that "'.' ", 
utilities must' interconnect:-.:wi'th'QFs.>'and·:buy their:,; output~ under, .... ·:: 
terms and .conditions,supervised:-'by·,this. commission.· .. -:; :'.~ ,< . -;"'."1 ... ::: 

" .' '(,', . 
, • ,. • I, \ \. " \' 1 ~,"~, ~ ... ',' \ .'" "~ 

- 4 -
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In the future, NOGs other than QFs may also compete with 
California utilities and QFs' in the'generati6n~market:4~-, : This" e :.":-' '.: • 

broadening of our capacity~ solicitation' process we,'refer<to;here· as '", 
~all-source bidd.ing." In our most recent Update opinion (Deeision 
(0.) 9l-06-022), we indieatedour accept'ancein principle of the 
proposition that all-source bidding is a necessary component of a 
fully competitive resource procurement· process .. " 

Growth in alternative generation capacity is only one· .... 
part o~ ~ch~eving a fully competitive 'niarket ~ Exchanges-"6t: energy 
from seller to a purchasing utility cannot': take place unless the 
energy can be t~ansmi't:ted from 'the generation' site to:' the-'·b1J.yer'~r 
load center.. Yet, many NUGs do not own their own trarismiss"icm 
lines and are not able to get a transmission-only service from ' .. 
entities that d.o own lines." ' ;·.i u. 

The 'transmiss'ion 'sector remains 'a natural' monopoly' anda:; .. ' 
Nbottleneek" to achieving full 'competitionin the electric 'market',,',' 
unless the NUG can get transmission service' from the ·buyerand;··!rom.··. : 
any othe~ 'utility (or other transmissio·n-ownirig. entIty ;::'such::asa ;;~>: 

special 'district' or rural electrie cooperati ve )'between~the "NUG ,and: ", ; 
the buyer's load ce'nter. (Transmiision sorvice froxna'utility 
connecting the seller and :the purchasing' utility is'called ,',:! .. ~ 
wheeling.)' ..' '" . ~, ..... 

" We have 'reC09niz~the:linkage"between;:wheel'ing'andthe>' ' 
wholesale g~rieration market: .. ..' ;" : " 

NWheeling is critical to achieving a fully 
competitive market in electric generation. 
Fully competitivG markets have many buyers, 
many sellers, with ready access to each other. 
To compete to serve a potential buyer, the QF 

• "",L" , {.'., 

• • \ ' ... 1 ..., ~" 

", '~.: 

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

-... ---~.--~~., ...... ...--~ .. - . 

4 The Commission's current solicitation process for nonutility-';::> 
power :does not· allow participation' bY·"independent pow:er..:,producers
(IPPs),cother·than:· QFs.:,":'and,,·no :IPPs'currently exi.st·, in: california •. ':' _', 
However, it is the, intention;; ofthe':Commission ·.to-,address:;~:,_"· .. ' .:' "~; : 
transmission access for QFs, IPPs, and the broad class' of~'NO'Gs"' in'" ,.' 
this investigation. 

\ •.. 
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must have reasonable :assurance of ,the "cost .. and" ,;".' :.', 
other. te:r:ms . under which it may have its output" U 

wheeled -to that' buyer·" :., The· terms of wheeling,· " 
service must ensure ,both that·.the Wheeling .", 
utility gets reasonable compensation and that 
it cannot usc its control' of bottleneck· 
facilities to, extract monopoly rents. H , 

(D.91-06-022, mimeo, p. 9.) 

For these: reasons,. we believe . that an efficient;marke~"in.~~~ctric" .2 

supply depends in part on· efficient, use of ,.transmission 
f "l"t' S '.' ',' 
acl. l. l.es.. .: .,." :.'" ... '" _.: '.,:' , . ",~,<~: '.J' .. ,: • / • 

. In the, ·198.0s, ,we unbundled·gas services, and. introduced 
transportation-only service in ,¢x:der tof,oster, a ~ore c~~p~ti,ti ve 

\ , ••• .,'. • "'C .',,;, .. ',... • 

gas. supply market. Unbundling: electric ,service to create, a." " ,., , .' .. ~. 
" ." " " ~. ,. '.1 ' ''' ' .. ' .. ~ ... ' • ., • i .. ' 

transmission-only:, service .. to. ,connect, sellers. with wholesale.,buyers. 
, . -" I ~ ~ t. I. ..' 

will similarly toster competition ·inelectric generation. ".', , 
., . I,,, /'. • .• \_" 

B. Intggrate Transmission and Generati.on Resource Planning, .. , " 
We are lOOking for ways to get.· the ,most ,value, ,from.. ;ov.r. "- ,", ,.' ~r..' , . , , 

existingtrans:mission:system and,to;g:ive.the utility proper 
, ~. '" ~- .. 

incentives in: planning new or expanded transmission capacity ... Today. 
;_ ••• , '.' ." I. <."',,. . " 

and historically, generationcosts ·of:elec:tric.ity are much higher. 
. . '" • ,""" • 't,', . 

than. the transmission costs. The focus.-bas therefore..,been..on 
'. ~.: . ," . 

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

generation costs. 'Nonetheless, tbe costso·f transmission are., 
~ '.' ~ .. ~.' 

. I. " :: . ~ " . 
.'" ,", i,f 

, (', I :. ~ • t -~ ••• -) •.• "r ...... ,,. 
.... ..... ........ ~'. .,.' , '.J '.', 

',-: ..••.....• '. -,. ·,','jf."';i.·\ '-':' 'H r~· \~ 'c, ... t ", '.,\ . ~..... '. ,'" .' . ~ ... ,~. , ... 

-----,:.~.J~.,_.~~. " "',-' " ... ~,... ~., . '., ,,'.', f " • 

5 Tbis belief is not new or'·uni~e't'o us~'" S:irice<th~ i~ter:l'9'60'S,:);' 
the three <la'rgest . Calitoria- investor-owned' ut:tlitiesJ'{Io'Os:~:baver: .. ':':"c,;,~ 
part'icipated"in:,the.california~:iPower .Pool:;(CPP).,..r,and.they are :.three, ." 
of the now 40 members of the Western Systems Power"Pool(WSPP)'; .... '., ";.' 
These power p¢¢ls provide a market in bulk power,::: However; : both: the'::: 
cpp ana wspp· address only short-term ,power needs •. For example, the .. 
cpp enables economy energy or emergency capacity transactions for - ' 
periods of' several hours or days. Other' services ~ such as·. ., 
short-term firm service, .are proviaed for up to 4S.days. These are, 
significant, cost-saving services, but our concern in this 
investigation is with long-term assured transmission:· access., which,., 
is critical for resource planning to meet long-term needs • 
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significant and:~~ 'be~~nd::~e ~bV.ic>us,,:~u~~o~~p'<?c.ket:::~".P~~/~~~ since • 
poor transmission planning can.,also,increase geriera,tion ~'c~:sts. 

, . ,. ... ~ -,,- ..... ."',,~,., .... ~" 
For both economic' arid·erivironmentalreasons;..':.:we~;want to 

avoid overdcvelopment of.>the tran~~issiox( system~'Howev~~;: '~we must 
. ," '. '."..... ..... 

recognize those changes in the' generation· market :'tnat may:>require 
additional investment in transmission:: I~' parti~~iar~' "'if 'we can 
develop better access to excess' power,>wherever;·.it'isqenerated,. we ',,' , 
may be able to save' ratepayers money' by: avoiding ~,' or'def.err~ng,the ~,'," 

need for new power plant construction. This will necessitate',_, 
better recognition of reg'ional' power' ne~ds.-' than, ,is.: ',possible}'under 
tradit'ional transmissiori' planning," where the uti'l,ity.loo)cs;:solely:, 
to the current- and.' future requirementS:' of' its native. ,load·;;.;:; Wec:must 
improve 'our own' and' the utilities' responsiveness/, so-:tbat'we',use' ' .. ~,. 

, "' 

our existing transmission capacity' wisely,-:and,' add, new: capacity,: in , ' , " 
a. timely fashion. "",-'~ f

,

,_"' "'r", '! ~ " .":"",,,. ":':'.,~".~',~,J':'"~'~''' 

c. PrQJDote' 'Resource Diversity: . ''',' .' .,' Y·:'." 

Pi'oVidin9competitive- NUGs with :the"a):)il:ity: to:.obtain- .. :.' .,' ' .. 
access to transmission facil: ities"will': 'diversitycal'ifornia ';s~,,: ,.:: , 
generation: resource mix~ . Most of "Cal·i!ornia ':s.· .. NUGs either)are~', 
eoqenerators '(producers of both el~'etr':i:cal- and~":thermal.ener.gyfrom" 

the sante fuel source) or generate power :'!rom·'renewable:or<.:., ' .. 
alternative fuels. They thus differ in generation technology from 
most utility power plants. They also tend. to be smaller and more 
dispersed geographically than utility plants. 

~lowing these generators access to the market will tena 
to lessen the overall risk in developing new supply sources ,·by, -"-". 
making calif~rnialessdeperid~r1t_~n:,,:anY;":9iveIi _size:,,'or ::tyP'e"~of ',,"' ... '.. ., .. 
generation~ : SUch . access' should' also·: lower"th~ ,: price ~of ,:ne:W ~:s~ppiy~.'· :,~ 

" • • e :. , I • "'.. _.. ,-.-. • ," .~ "" •• ' "'" ,'" "',' ., '") I" ' ..... \ ". 

by increasing ,the number of;potential.bidders~/Finally,.:~such;,,' ~" :~." 
, •• ,. • • • '. • •• ~. '". ~ .'" 1, • '" '.\0 .... " ". jo • 

access is part of an" overall' strateqy:'of:'lesseningour:,:dependence '<' , .. 
" .' .' . . .' ... , I . . ~ • '. /',' •• ..."., " .. '-. '.',. '. . . ... ' " " ". 

on fossil fuels by enabling, .non-fossl.l fueled teehnologl.es', .,whl..ch , .~' 

generally must :be 'developed close to 'their' fuelsou~ce,,.·:to 9~nerate', 
.. . .";. ,', ~. ','. r' _.' ~1.. #', " • I • .-

electricity ,for delivery to. distant'.load centers.~~'~!:·', ."-' ,:'_' . '" _."" ' 
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D. Xmp:rove' Cost Allocation" "" " ',;:,' '. :,;._' ,:,.' \ ,., " .,,: :'~''::.(),' ,; ,,: ',:: :~')~"""~:".:, ~);_: '.' 
,,'l'ransmission~·:ac,c,e:ss,·will. -,help.:us..:achieve ,our· goal"of .. ", .. ,'N . ,_ .. ,_ 'c . ...... ~ ,/." .. .,"". _ .. ' " • .• ,.~" '. ! " , 

least-cost 'planning: as· most;,recently;al::ticulo.tc,d .. in, ,0:.,91:-:06.-.022,,: ,,',:
i. e., provide 're-liable, environment~lly: s,ounde.leetri~ se:r;vice at 
the lowest overall cost.: Howevex:, a '.~east-cost ,res,o~e,~' pl,~n.. .must 
correctly 'account for the true cos,ts . of" ,the various, ,r~~9U:~c~ , :' '. 
options. One purpose of th:is investigat,i,on, is., t~ deter.m:ine, J~ow o:ur, ,"; 
existing tro.nsm.ission cost a1loco.tionpolicies" deve1~l?ed,f~r :0F.s,., 
need to be modified. or adapted to ensure, "th~t our bidciingprocess 

; . ," " .' . 

captures transmission costs along ,with all.o,thercosts" C>.~~~, 
bidders and of the benchmark, agains:t which they are bidding,., 

Costs to be considered., ,incl,ude "not ,only ,theco,s:e, of, 
transmission on the existing system (bas ica11y, line ,losses.)_, but, 

• '" ,~..' > , J> 

also the cost of upgrades to ,the system.-where necesS;ary,:tO:transmit 
the NUG's output·. We intend to achieve o\ll::,:acc.ess.,go.als,without, 
degrading the' reliabilityof,the transmission system. ,,' :'; " 

A primary goal of cost allocation policies ,i&;to ,:::::"; , , 
encol.lrage economically o.ttractive projects. ,Our c,l.lrrent ,.po~ici,e~"" 
regarding transmiss.ion may result in hidden, subsidiesp ":Suc,~ ,~: ":: 
subsidies-can hurt both the" NUG . and. the, ,purchasing, utility., We ' do 

'T ••• " "~ , , ., , 

not want to· promote uneconomic'projects, at ratepayerexpens,e, ,nor". .. 
• ,~ .... .. , '", •. I .', 

do we want otherwise economic projects. to fail because,. ,e .. g .. , .. a, '"" 
, . ' . ,0 I .' ,~., '" 

disproportionate share of upgrade eosts~: is allocated ,to .,them~,., , .. , 

.... {" ... ', 

III. Where we A;re'Beadinq ':' 

!~ .~.' I 

We want the parties to, modi'fy~' ,their:,proposals.- in",.response .. , 
t .,' ".~. ,.! ~.I' ~, ":... •• , 

to the principles we endorse later in:,today's-:deeis.ion. To"help: _.',., 
• .. ••• , •••• j .. ..t .. , '" 

them, in their modifications,; we- describe, below, in broad, terms, "ho,w, ' 
'. \"...., ..•• ,..... u'. 

we envision our .. transmission., access: program working, and how, it. will:, ','. 
., .., '"' "" ~.. ~. J '~,'. ,.. 

relate to integrated resource planning. 
Our goal is to promote beneficial exchanges in the 

electric generation market, both between California participants 

- a--
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, • • ','. • .,~ '" ,I _.; 

and between Calitornia and out-ot-state part'icipant&\in:thi'S\fn~',:'::' .~:: 

market. 'We believe that, presently,' many' ;potent'ially, ibene"t'icial 
exchanges--espeCially long-term'transactions--are' not: ,oeeurring:.-

These theoretical ' fAi'lures:' h'ave: practical, consequences, ' 
all of which cost eonsumers ,money. ,The l:owest, eost genera.tion, is 
underutilized. :because of the lack of timely" ancl~ adequate"aceess," '.i' 

botweon' thosourc:e and tho con'sumer.' ' The, fa:ilure·' to 'utilize 
low-cost generation up to its' full potential a!so>signities':.,.: 
wasteful consumption of natural 'resourees.' ·.Thelack- of-, access 'm.ay-, 
also mean that we'are oVer-investing l:n' ,new power plants, ,and' 
under-investing in transmission lines ' that, looth,are'eheaperto 
build than new generation and 'would permit, more' ef:Heient"use of 
existing generation. ' ,', 'J,', . , .,i,. ". i', 

, There' 'are many reasons' 'tor thlS' 'laek ' o't . access.' , "Among 
the most signi~ieant reasons are'the 'following. Necessa.:y;' , 
infor.mation is hard- to get on a timely .. and'-reliabl:e, :basis..: 
Transaction costs are high. ' The current'regulatory:structure 
encourages utilities to plan transmission looking solely:.to- the 
needs of their native load and-transmission-dependent:municipa:l 
utilities within their serviee' 'aroa~ 'traditional trans:,mi~s.ion. 
planning' does not readily accoXtllnodate'considerations,ot'regis:mal' 
electric' supply strategies. Transmission access, as',we;envision " 
it, responds'to all these concerns. ., .,' ",', 

Intormation. As part ot the resouree pl'anning clone 
during the Electricity Report'/ResoureePlan Update cycle, utilities 
already file a great deal of information on their transmission 
systems', their current and future:·'loa<!s, , and", their, plans for 

" :") 

meeting them •. For purposes of the transmissionaccess'program,we::" 
see'the partieipating transmission owners eompil'ing,"and publishing' . 
sim.ilar data; on the same two-year cycle.· The data'would reveal·" .,';" 

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

~: ", ',," ' .. 
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everything· that·. a: prospective . purch.aser:' of .. wheeling:serv.-ice;' on a .. 6' .. - ........ .. 
particular·line·would need to know from. the: owner .• ,. .."',,"" .~": ... : ,. .. ...... ,. ,' . 

. ,' ~ -' ", , 

With thisinformation,-utilities, will .. be: ,ableto.:, condu.c~: ' ,. 
competitive procurement· of. generation.knowing the total.as~:: .. : .... ,_._ ,,~) 

delivered cost~ of, energy ·from·each of' the bidders" ,including th~se ..•. 
bidders· wh.ose energy would have to be ,wheeled •. ,Simila~ly',;, ...• ' 
prospeCtive bidclers. will be. able to 'use" this information:·.in, " 
calculating' their bids. and in choosing' auctions whe:re ;-they.:.have 
some likelihood: of· success. .. '. ; "" " " .... : ... :::: '1;"' .:-: ,:,' ':"1 

In a· nutshell,:,·a util'ity holding:,an,auction::woulcl. a9-cl::.~ . 
each biclder'stransmission' cost to the. bid price:. to.der.ive:.:to:~l: ... :,~:)C 
CO&t& for each competing,resource. The lowost total;",co&;t..,biddor. 
would win, an'd,·theutilitywould .bear, the .transmission ·c~s.1:s for 
that resource', just as. tbeutility :would:,do if,:·,it were~adding ,.a:ne",-:.:.: . 
power planto! 'its. own. . .. ':.' .....'._>.: .. : ,";,)j :;. 

SOme'utilities do 'not. own "transmission facilities." ,·These, ,,' . ,\ ' .. ' '. '," 

utilities could still: participate in-:the-program, .. provided. that.:' .:.-: 
they provide their :resource' planning: information, :.including:,.,need(, ~ ,-,,:~ 
for transmission service, to .the transmission. owners. delivering •. ' .. ":,,:, 
energy into the' transmission-dependent utility's·distribution 
system. We' envision that the estimate of need . would be, binding,. 
until updated in . the next two-year cycle..", ': " . " . , " __ , .. 't', 

'''/''-. 

" , ', . 
. ' •. _.N _0( 

6 The information would include such matter as current and 
anticipated loads, line losses, capacity considered to be available 
now and in the future, plans for upqrades, and estimated cost of 
upgrades. FUrther consideration is needed of what information, 
whether or not currently compiled on a regular basis, would be 
neca&sary tor purposas ot the program. wProspoctive purcha&crs ot 
wheeling serviceN are utilities contemplating wholesale purchases 
as part of their long-run supply strategy~ the program is not 
designed for wheeling to end-use customers. 

- 10 ~ 
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Transaction Costs •.. ' These ::costs,woU'ld:: be:-: ,minimized.;,..-: in,:,"',:-:: ',f'> • 

part because more information:: would be 'l1\orereadily:,:ava,ilable., than::-; ;'; 

is now the case. Also" wheeling" service' would, not be': nego:t:iatcd 
case-by-case :but, to the qreatestextent:possible,:-wou'ld,be",- :., ,'':'',: ',.' 
available a's a' tariffed service: on a 'nondiscrimi-natory) basis .. :, By. , , ,.'1 

enabling scrv-ice arrangements to be made, in a' m·inimal"amount,. of,' 
time, the auction process would, be made: shorter and ·more. cer:tain ... :,.~.~,:: 

, 'Responsibility .for>makinq, wheeling, arrangements· w,ould. lie- ,. 

with the utility buying the power to b~ wheeled-.- :.! Howev:e~,,..the: ," 
seller 'of thepowerwould::beassured:of the ability:to- del,iyer its 
output to the wheelinqutility at: . any time- the seller"is entitled. 
to make deliveries under its.. power purchase 'agreement., <:;. 

Regional Planning. As -,a result,',of .. the ~,information. " 
exchange and easier access conditions,... a-:greater: ·degree ,of;-;:reqional ' 
transmission coordination should result wi thoutcreatinq, .~new;:, :, ,- .-
regulatory proceedings or modifying (tho . existing jurisdiction of 
requlatory agencies. . Wheeling: transactions .,wou'ld,occur;,;, ~and " ~, 

upgrades would bebuil t,.· based: :on'economic advantaqes· demonstrated·,. '.: 

throughcompetiti VQ re&ource ·procurement. ":' " • 
'l'he ,above outline is very. broad.,' In the, ,rest ,of <:~' 

Section III, <we set forth particular'policies andgoalsw .. together., 
with our rationale and our anticipationooof'howthey,:would"wor;k. in' , 
practice. We also identify some issues where turther refinement 

will be needed. 

- 11 ~ C.:. .- • 
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A. ,. I \ l •• ' ~ • t"; .... • .,. 

The' parties ditferwidely.'·:about,>this'Co:mxnission~s :'1"'. ~'; 

authority ov~'rthe rates; terms~,and·.conditions of wheeling"and>~ 
its authority·to order wheeling., Most:parties aCknowledge;that:the>< 

Federal Energy Regulatory.'Conunission ·(FERC). rogulates,:t:,he:.ra;tcs;",,:.:,,: 
terms, and conditions of wheeling, as relevant to- this.".<,·. '.' 

" ',;.' 

proceeding'.; 7 Many of ·these parties, also believe, FERC ,will~, ' 
incline ·to take a "hands off'" approach to- ,freoly neqotia.tQd r~tc!s., I: 

terms~and conditions of wheeling, 'especially where:,:the. ;", .>::. 
negotiations have responded'·'to the 'statutory: criteriain·;the;.\ 
Federal Power Act that bind FERC, in itr;."own determinations., ,on 
wheelinq_ (See, 'e~q., Comxnents:of~GRA/IEP,.',November, 30:,;"l9:90, at 
19-2'0.) The parti'es are split 'as to' whether this Commission"has·, 
authority to'mandata wheeling'- S " . ',"'; , . "". 

We believe that we' have' jurisdiction. over, many, aspee.tsof" 
transmission access arid cost alloca.tion. 'However,' ,a· preci~ ._,;,,'.~ ..... ,. 
delineation of this -jurisdiction:. is nota prerequisite' ,to ;making" 
proqress . in this' investiqation.,: and the,-at.tem.pt:,to: ,make: such· .,a, ::.; -,., 

delineation is more likely to .. produce litigation,:,than;proqress:. on 
the su):)stant'ive' i"ssues. " . ,"',"'" . ,',', 

Instead, we conceive of the '.ultimate·, product of "this.,. ,". 
investigation as a set of ~road, Conunission-endorsed:principles:for 
transmission access and cost· alJ:ocation.;' :.The most·likely.,next step 
would 'be 'FERC act'ion on 'proposed'wheeling tariffs.·filed.,.by:.:the,:, ,::; 

7 The rationale seems to ~e that FERC clearly has authori.ty .. ove:r:: ... _,." 
the rates, ,terms and"condl;t1ons,:ot,~ interstate ,wheelin9':,:~·and. under ,', 
applicableJ:aw' most of the:potontial.wheeling::transactions.;:,of . '," .. :' :'l .. ~, 
concern to us are likely to be ,deemed' interstate. :'! :: ,.: .. ,,' -:,,} 

, r 
.', " ,_ • .." "0· 

S . FERC has recently shown interest' and'" acti vi ty in transmission" 
access issues. While FERC has chosen"to date, .. to- address. these 
issues on a case-by-case basis, our generic investigation 'is 
complementary and' 'timely. . . 

. , : . /' I.: " •. ' '~, . 
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IOUs. If these tariffs, as approved."by.FERC,/·:arQ!~ .. ;$ul)stanti,ally,. :;. .J, 

consistent with the· principJ:eswe· .have . endorsed ,. that -~would,:,j ustify 
a commensurate opening of· ourcompetitiveresource.,.sol:icitation.,. '. 
proce~sto' aClditional sollers, of 'electricity be$icles,:QFs .. ~'Thi:;:}, '-:~,:' 
process should: not require e'ither agency'tor,test·:the scope:of·its. 
juriseiiction over· wheeling... . :' "" ~."(,' ... '<.~ '. 

For~example, the three largest California lOOs (PG&E, 
'. ", 

SDG&E, and Edison) mightfileproposed·wheeling::tariffs.wi:th-:)FER.C 
in light of this Commission's. endorsed-prineiples.:.FERC,.~ in,. turn, 
would have' the ultimate authority. to- approve, or disapprove. ,:the. 
proposed. rates, terms, anCl conditions. 10 : ,'. ", ,1,/.::;' 

Ideally,' the IOOs, would-,propose· tari'ffs that, embody .. the· , 
principles 'adopted . in the tinal ·.decisio~: in': this. . investigati~n. : ,~ 
actual practice, the parties betore the FERC would., be>fr;Qe. ,to: argue 
whatever 'position they wished. However, thetariffs,:t:ha.t .emerge
from FERC review mus.t conform substantially to .these.principles for 
us to})o willing to litt the·current QF-only limitation in tho 
biClCling process. InotherworCls,.. our, move to- Hall~source. bidCling:~ .... 
is Cl:i:rectly-linked to relieving the transmission bottleneck·ifor all . .,. ,,, ~., .~, 

sources. We hope that this transition can be madoin a;,.sing.lc.". 
leap, but we also- recognize. that it may have-·to- be accompJ..ishec:1 in 
a series of steps.. ,. :';':.'::. 

'.' .. ~ 

'. We 'are tully ·comm:ittecito.working:, .. with.,FERC., :co.. aecoml:?lish; ': 
our proqram,.:which we think is broadly· consistent with"FER~',s.~wn. _. 

----_.'- , ( 

) . ':'. " " ,,' .", .. .,.'.',' .,'.' ...... ,I,,_.~ ~~ •. _' ,,~. "j"~ ,"' <' '. ~,. 

9 . We wi 1·1· not· necessarily' ,open .. that· process ... to all :pr.ospecti~e:. , ... 
sellers i1lllt\ediately. That, depends,on,'how':successful, ... the. appro~ed ."~:~:~ 
tariffs are in leveling the ,playing, field. .(e.g.; ,.:.betwQGn .. in~area:·~ .. ~::._'~' 
vs. out-of-area sellers) anCl on resolution ot certain issues' (SUCh'" , 
as seller' affiliation with the purchasing· utility)·. that are be~ond 
the scope' of this investiqation.. _" " ,,' . 

10 Some serv~~es unde~' the" c~p ap~'~ar to have .90n~~"th.r~u911.·:~ ,'" 
similar FERC ;~pproval process. . .. 

- 13 -
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e emerging pol:icies. To-that· end.;:. . we:. will ,:cooperate:with:·:<FERC, :both 
in federal/state, workshops' and' in formal' proecedinqs, .:'tocproInote, '.:. ," 
mutual understand.ing' and' aeknowled9lUent .. of,.:·where'·eacb"ageneY:jis·;,. ", 
head.ing. ·We think a jurisdictional tuq-of-war. ean~ and, must(':be·.: .; 
avoided to make rcal progress. on' electric· ,transmission·· issues.·." 
B. The Buyer of T:ranSl!lission Se~ -.. ,', .... : 

Almost all of-the. parties. have addressed,the question of 
who should pay for power inteqration and:wheelingcosts.. \ .(We: ... '. 
define Hpower integrationlt as. transmission, service pertormed:by;: a:. ' .. ' 
utility for a seller of electricity, where the· utility.itselt.·is. 
the purchaser' and the transmission. service occurs.,inside. the;>·:,' 
utility'S 'service area from.· a point of interconnection·,to':,.the 
utility'S load center. We detine nwheelingH as transmission-only . 
service, where' one' or lDore third-party entities- must" give. ,access to 
their transmis.sion' lines in' order tor the seller ot:.electricity, to~, 
deliver its power to the purchasinq utility.) , . . :'::':';' 

A majority of the parties'agree that, at least:' .in~ 1'/ ~'. 

competitive'solicitations based on, need for now qeneration <, ... '.. '. 

, ,'.-

e resources, the purchasinq:utility should bear alltranslD'ission". 
costs (both powerinteqration and wheel:ing): associated:., with. getting 
the purchased power to its load center.; In,;ettect"this,·means .. that 
the utility -will add the appropriate transmission ,cost ,to-:each'·. ," 
bidder's price and will select the bidder with the lowest total 
cost. We aqree with this approach, which we describe more fully 
below. 

• 

Transmission costs would be included in setting the 
benchmark against which the .. c.ompe,titorswill.bid •....... As. p.a.~, .o.f~~·the"':·:·· 

solicitation, the utility ,would pUb~ish,in.tormAt:i.on··reg~rdin9;,:· :,,~::,.::'~(' 
transmis~i'~n .co.sts'.at various locat:i:ons' in'. its"terri:t~rY;' inclu~;~~f:"':: 
costs and estimated schedules tor upqrades .. :Other utii'ities.'wouid:~c:·;;; 
also have published transmission 'costs tor vzll::fou~'~16catio'ns'ori0;; :;~):,;r~ 

. '. • , -'. .' I.. ..' _; :" "". l' ',"", ••• ,\:.-

their systems. Thisintomation would be~available .. ·both to .' ... ,,:~-:;~7 

prospective bidders and to the utilityconductinq' the sol.i,C:L,tat1~~~.;;·~~; 
'-'>, ' "". , " :' " :' I ' .• ~ 
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. In:· 'determining the"winner ,., the-;purchasinq utility,;will ::,)':: l':;':~ 

take into account ,each:. bidder's; ,associated: transmission costs.'· , I-f,: " 

the purchasing utility is conclucting a final Standard. Offer .4;;, 

solicitation:, it will also, be comparing" the bids to a;':benchmark. 
that includes transmission . costs. associated ,with the ,identified, 
deferrable resource (IDR) .11 ". ;, "". ·~'X.:' 

, ,~- Assuming' the ,winner is.., outside ,th.e'_purchasing':-utility's 
service area, who- Ii>houlc1 arrange for,.,wheel.inq--the': seller.(,or:;,the, 
purchasing· utility? The' logie, of, pl'aeing: respons.ibilityforc-.:-:'" 
transmission costs. on the.purchasing: utility ,also dictates ,that.,the 
purchasing 'utility be responsibJ:e. for contracting"foI:,wheelinq~ ., ... ' 
service incidental to the purchase of. power. forwh-ichit".accepts,a 
bid. '--" ... '0", . 

. This· placement·, ofresponsil:>il:ity is consistent with the. ,,~. 
needs and· obl'igations of the various parties: affected: by: , ,the:" .. ,; 

\ , 

wheeling transaction. The seller, pr.imarily.neec1s ',assurance, .that.,it, '/ 
can deliver ·its output into the'tranSlllission-gridwhenever ,it is 
entitled. to make such d.oliveryunder its.powerpurcha&oagreement., . 
The question' of'·when and how this\output gets to', the::purchasing'y "' '"" 
utility'''s load.· center, on the other hand, ·,.is the' ~primary"concern of, '<: 

the purchasing utility, whose resource .needsare-being:·xnet:.,~,The_ ,. '" 
purchasinqutili ty may not need firm. wheeling service at ,all:~,times ;,,:' ::-

". ,- . 

.~ • I "/ . • '. I. 

. ,,' 

llRatema~inq trea~ent ";:ould"'d.tffer··-fo'r' upgrades' on~tthe?t.':··~· ,';:':::'":.;: 
purchasing·utility"$ sys.tem ~and : those- on '.a.', wheeling: util i,ty/~s. , .. : .. ;;',.:>~.;, 
system. If an-upgrade is required on the purchasing. utility's, 
system, the upgrade directly benefits-its ratepayers' (b'e'caus'e::the::·, ',:::; 
upgrade is part ot the 'lowest total cost:option,:as,reveal,ed ~by the ,,~", 
auction), and .the costs "of, the upgrade should .CJo into its, rate ' ~ 
base. An upgrade on a wheeling utility's'system'would at'least 
partially be for the benefit of the "purchasing utility, so- to.that 
extent the upgrade should. n2t CJO into the wheeling utility'S rate 
base. The costs of the uPCJrade'would. instead. be'· borne by the, . 
purchasing utility as part of its costs of service. 

- lS -
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it may be able to work out exchanges wit~:,the"?,wheel,±ng:<uti-lity .that #\ 
.~ ". ,_"'~ "'......, "","., ._.>' .', ... ~001 

capture effieieneies.·for· both;;. The seller.: may. not., kn~w:::a~ut such 
possibilities and is' eortainly not. in "a position· to·', ,wo:r.K, ,out ,such '" '" 
arrangements. 12 "', , 'r:;, , I>:':,':' .;' ,'~,' , 

We 'stress. that under this plan:' .for .. transmission.·access, ,"'"" 
',. "'" "-,, 'f ~ .• 

all part'ieipating' ·municipal and investor-owned. util i ties, "'( IOO:s..),., " '.' 
will have the obligation to provide transxnission eosts and" .other •. 
data to each other and to-potential bidders., The, paxti,cipa.ting 

munieipal utilities and IOOs will also,:have- theobligation.t~build 
upgrades if properly requested:by'the'·purchasingutil'ity •. ,~~. , .' 

This Commission does.' not have j:urisdiction ,.o~er,muni,cipal 
utilities. Aceordingly,it will be necessary to develop, ,',' 
appropriate:xneans for the IOO's. and municipal utilities·tomake:the 
reciprocal commitments necessary to' implement this.tra:nsmission 
access policy. We have no prescription for how these ,commitments, '" 
should be made but note this" is an ,·importantissue ,to, be addressed 

at the next stage of "this proeeeding.' (See.5ection"III.J: below.)", .. > 

'.'. ..~ 

,r'" "" .> ,-',.,1 , .. "-, ' •. ,. 

'L, 

12'Although the seller would, not have':. the . respo:lSibil:ity;, to ,make', 
wheeling arrangements, we would expect it to cooperate., fully with'" , 
the other parties to the extent they have a' legitimate ne'e'd'-"fO:r':'~~, ;, 
information regarding the seller's plans for pertor:mance' , .. of its 
obligations under the power purchase agreement. Similarly, the 
other parties must cooperate with the selJ:er iri any aspect" of the 
wheeling arrangements that· relate to· the seller's deliveries.., to-, the .' 
wheeling. utility. . .' .... .', .. ' . ., , 

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

There are suggestions in the record that the' seller":could, be.., ,. 
made a third party beneficiary to the, wheeling ,arrangement. We 
express no judgment on the suggestion beyondobserving·'that,~'mueh<"" 
like the issue of ownership'of upgrades (see' Section III:-:H.)", ,we, .. " 
are more- committed· to the goals of .this proceeding'than to', ". 
particular means to achieve them.' If 'inclusion as third party 
benefJ.ciary would provide important assurances to ;the sel.ler, . and 
is otherwise.consistent with. our policies andFERC's, then the . 
suggestion is worth exploring.' , ' . , .. " " , 
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-'Pricing', and- the need.: to give correct: signals-·, to; ,,: ',: 
transmission~owning~ utilities. regarcU'Ilg' the;' use <of::their ,'" . , 
transmission lines,. is the most difficult issue in this'",.; ,:',~" 

~nvestigat'ion'-and one' that affects ,manyofthe.other;issues .• 

' ....... 

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

. \.~. ~ ., ",. 

Moreover >FERC's authority overrates charged· ,for: ;wheel,ing,: services: :" 
is c"-enSl.·vA

,.' "','" " ",',' A'- ... I,. ' ' 

Thus, our observations in.:this..-section-are, not, intended " 
o ,'-.'" • ',J ",,1 

to be 'either 'prescriptive or exhaustive. Instead,. _we_~ry .:~o, " ,-
, ' . ~ ", '-' .' . 

indicate the 'conflicting pressures: that ,po-licy makers" must,: ,; ,:.;' '.( ',' 
ultimately resolve if opening' up the',transmission. "network is to 
achieve the desired results.. ' 'rhe challenge' for us- ,:ancl~th~ parti.es, 
is to devise transitional measures to, ensure that, :,thecoS:t$.:,du~ing: , 
the transition,'period do not fall elisproportionately _,on.anysec;t;or, '" 
of theelectrici ty market.-

In this section, we' address broaelly the following, 
questions'.' Are rates to ,be cost-based,..· and if ,so, :is,the bas,is, :i: 

'embeddedW costs or *incremental' costs? Does wheeled power have 
priority over economy energy transactions, and if so,. should the 
costs recovered in wheeling rates include an 'opportunity' cost 
element reflecting economy energy purchases that the wheeling 
utility has' foreqone?-' ' What are' IOU$~' incentives to wheel" under. the 
current, regula.tory regime?,', "",:,',," "',: ", ',;;' ;";-;~:~~ ;~,~"<' ,: : .. " 

~ :, ~~'~ .. ; . " " *', '~;' "', 7." '-:' '"j t: ,; ,:~, ",; ..... 
1.' cost-bam' Bates.-': ;, ,.."'" ' ',':,' "",.,:": - r" " 

, '- We'" think, 'the' solution' ,to: market p'owe~ e~~'~~is~d th.;~~9h .. :: '~,',,~ 
control of' transmission, fa~iiitie';': i's:bro~d';'- no~cii~~~iha~~~:':,,',,',:, 
access to such facilities. However, such access must:::be: under '.'<" 
terms and conditiOnS-that resu:l.t in thetransxniss1on;owner ,,", ... " 
receivi~g, --i~~soilabie comPensation 'for tl:i:e' use: of'<i:t;s: ~fac:ilitle;. "~"';''':'; 

", •• ,,~ ,,'. • _,' ( , \ 'I • • '~ ... ' '':'( , " '... ", ,-

In other words, it should recover its costs. "" ,,' ',", >, ,:' .. ' ::'. I>'~ . ,'-:' .' 
The costs depend,'on'what fac:Llit'iesare' ne~ded:t~ P~o~id~~:;

the service. ,If the re~~~sted." wheelingr can be ,~cc~~piisb.eci ,ov~r' ",,,: :':'~' 
existing 'faeili ties, the' 'wheel'inguti'l"±ty' s embedded;~costS:: -~h-;;~ld ' "" 

i . ~:_ ,,:: ...... ..,~,( :: :,: .>, >. " • '~I 

- 17 -- ),., " 

• 

• 

• 



I.90-09-0S0 AIJ/KOT/JJJ/f.s 

• be the basi's ~for the'rate' charge<i~ 'If,'"llpgrades·'areirequired".-:then,: . ,:~ 
the rate."cha'rgedshould reflect'the :ac1ditionaJ: capital::investec1 :fo%:",_: 
that purpose. The problem here is that the upgrac1e may serve ," ,., 
several purposes besides 'serving the', customer whose:request':'for 
wheeling originally prompted the·upqrac1e. This, is a:cost; -:",': ".", ..... , 
allocation qUestion that we d'iscuss:>later •. ·,' (see, section III:.E:.1,,-:,::<~; 

• 

• 

below. ) .: .. :" , . " ",' ., -. : .'. ,',. . 
• ' I.', ,. ~ '.\ ":. f"! ..• .-.;- ,,' "~j 

2;. Tb~ Problem of Esronomv IDem -, '," ':" "'.. ", v',; , ,',,;'. 

The mostintraetable probl'emrelatea.., to". transmission :,~ .' 
access is' probably its' impact~on economy energy purchases .• ,-,: We. :.are: 
promoting such access to optimize long-run supplyplann,ing·. ',.' ,That 
probably requires firm transmission 'service ifauti'lity:, is, to rely 
on a distant resoUrce for part: of its'tUture supply., But,~ many ,:,::',:~,~ 
parties argue that economy energy purchases: by the.; wheel,ing utility;: 
should have 'priority' overwheelinq serviee,where:the,transmission 
eapaci ty 'cannot handle both'~ 'I'hese . parties :,say that: the, existing 
grid was created to serve the native:load ',customers.,of the;:, ,; :;":': 
franchised ut'ili ties , 'and that these 'utilities should therefo;r:e: ,': 
always be able to 'make short-term off-system purchases ,'(or ,·sales).., : ,', 
whenever such transactions would reduce rates,. of native, load: 
customers. 13· .. : '": ... ~:.. : J " .. J • ' I •••• " .:. ".' ". .::;'..:: ".'_:. ,:' •• 

Westress~ above all;'that:Jour 'transmission' ,aecess,:' ,.,:, -", 
proqram 'starts:with the proposition that the native 'load::customers" .. 

.. . .. ,'\ _.-
; .. . :':'~'- .... , .. ::. ;-', " I ..... -: )~, 

~ -' , ,".""" .' .... t, .M. 

" ., ..... 1~.,:> .)_'~ 

-----". ::' ,',-':' .' "',- .:"'~; '," • .",... ,M,',' '0" -," ,~' .~. '., N, , .,' • , ' 

13, .. It, is worth noting the many ways' in whieh""th1's''fundamenta'F: oe':; 
problem--whe~ling service-:vs~: econ~:my': ener9':(--canc~me::-up'.,;L .. ; I.t-,can.,;;, ',.; 
:be character~zed as a .eost,-of-serv~ee_ questl.on~,(as l.n :the text) or 
as a priority~of-seviee question (whose 'de'liveries 'are'curta11:able," ,;: 
and in what order). . It~ 'eould,: ·also materiaJ::Lze ',in', the:: analysis:- of",.' 
wbether a potential wheeling utility has capacity available for 
wheeling, on its. eXisting system, i.e., can' the "utility keep' some
amount of transmission capaeity idle most of ,the, time- ':in:: orc1e:z:- to;, .. " 
take advantage- of economy. energy transaction, oppor-,tunit,ies :when .... _, 
they arise? This is prObably best characterized 'as"a cost.. '." ,- " 
allocation question • 



I.90-09-0S0 ALJ/KOT/JJJ/f.s 

of the1wheel'ing :utility, will~always have,.their~firm:,~le~tri.c:~t:.Y:\ 
needs: served. "rel iably ~ Those :::needs,·. take, priori tyover ,wheeJ.inq '" 

" ,,! " ,,,,,' .. , ",' .'.' • ...,t' ',.' c 

service. .~: : . : 

. The question herc,.'however, concerns: the, ;transmission ' 
• ,,' ,,' ", , •• ".' _I i '/' '.,' 

owner's non-firm·· transactions in, relation .:to:, third,-party: firm .. " 
. ..' "", ,., >:"~ ,..,.,., "..,", '"', vi 

transactions. ' Over time, the'.: latter .. :transactions .. may provide, , .... ',. , 
.. • • L ., .,.... •• '.oJ .r, .' . \ , ,_, 14 , ."' " h ~ 

greater benefits than the former. Unfortunately, these social 
, .. ,", . .~'. 

benefits may be unevenly distributed,.,:i· .. e,.,·,.- :~e~atepayers,.,of ~e 
utility purchasing. the wheelinqservice may.,bem:uch be~~er .. ~ff, 
while the' ratepayers of .. the wheeling, utili:ty: are. somewha't:.,;.~~:r:~~ off, 

for providing the service ... ' "". " ., " . ',"'<,., ,::">:';:.: :....:; ... ~ .. ~ 
We dO:' notpurportto("have-.the·, solution :t,c> thispr,oblem, 

,,, 'I" ·T' ..... '... • '";1"': 

nor can we solve it' alone. Both the CEC;,,:andthe .FER~"are . "'':''';:;'';: :.' 
addressing 'it, and· we intend to' ,work closelyw:ith these agencies, " '-' 'u.... '. ,. 0 .... _ 

as well as to- solicit turther comment, in, this. inves.tigation .... ' 
• , ..- '-0'" .'~' ,; <., ! .' ': •• 

- We' are' committed to keeping. electricity costs, down. ,("That, ~. 
• ..- .,'.' 'y' .r. k' ,.... . ' .. ; 

does not mean·; however,: that ~a .high·vol ume:.:of economy.energy . '.. .,~ ~ ,," ..-" .'~ ... 

transactions is always goocl.. (Many such·-:transactions may. mean, .for., . ,. ..',.' .. ,... .... "..... ." .. ' , . , .. ~ 

example, that, the- transmission system .. ;hasbeen overb~~ltr: .. wi~,. . i 
resulting under-utilized capacity.) Moreover,.. vigorous competition ", . " . , ,. .. ~ ",... ". '" 

in electric generation, which transmission access will prom~te" 
should ultimately benefit all· ratepayers •. Ideally,..,w~:w.a:n~ all 
beneficial exchanges to take place, _ both_ short- ancllong.-tex:m, .. but " 

- ~/. . • . .. • I ., '., , • I 

there is no formula for determinin9 what mix of these transactions 
is ideal. 

We think there are two aspects of this debate to"which 
too little attentionha~. been_ paid. First, we began our discussion--· .. 
with' the· assumpti~n that- wh~eiinq:: ,~e~ic:~ ~~:t~~be:'!;firm.: ':'')iow~~ yalid:' 7:_ 
is,that- '~umption,' e;;peeial.ly-gi:veri~ the" exist"en~e-; of, ~~~~:,iarg.e~:; ':';: 

• , .••• ' • '" • ;._. .. I _.~ '.' • ',' ::.:. \' I , ."- :' .... \",.-+ ....... r ",' ," ", 

power> pools as the- CPPand .the· WSPP?' . _. Are there ways.fo~.:'the:.', ,.... ~,' 

Wheeling utility and the purchasing: utility to-work· ~ut: ~ilment::" 
• • ,'. ,.' •• " oj .;.. .' ,', , " ,,' ,.' -,.' "..... 'Yj J )" 

provisions' (much' as. we . seem to'. haye:, had· some success' in. dolng':in-: ~,_ .', 
the case of sb.ndardo·ffer.' ,contracts),. ·that would~"a~c~~~d~te. '~J:-:- ' ".::-

.. , -, ": ~, :.~ . :~ ":. .:'" /"/', .:, ",:::,..,. "/ '.if' 

• 

• 

• 
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reasonabl'e 'level 0 ~,eeonomy:, energy" transactions by: :the.., whee l,ing'., , c,,', ."'" "', 
. . .• ". ,,~... • ',. . ri,. ", \.. , ~ , . 

utility?: ,~" -;', '\'.~._.:,,":';. '/,;: .. '.":,,~; '.{!::t·· ... -., '" ~-. 
" .,' A '. ~ , ".' '" •• ~ 

second., we recognize' that:-ope.n·access o:f:(ered::~ by;,: a single 
utility without reciprocal arrangements with interconnected ,,~, '. , 

'. , .. ",',-, ... -" ,.' '. . 
utili ti'es' xnight' raise .seriousconcerns: tor, that:util,ity.' s-, native ' .. '_ .. ~ 

>' ~'. r • " • "t..~ '. 

load customerS'. Our tranSlllission aeeess'program"on the, other.", , ..... , " " " -,' , 

hand,' would be a regional program ,involving xnany en~ities,.as.~,~ng 
reciprocal obligations. for wheeling servi'ce, and transmission 

< " .... 

planning. How tar does the regional ,eharac:t;er ot~thisprogram,go, . ' " . . " " . ,',~. " 

to mit'igate the impact of potential .reduction . of,· economy" energy. .. 
h • '" ',. I 

transactions . for ind.ividual utilities? " ,,' ' . 
. '.~' "." 

We believe the mitigating etfeeteould ,be, ,suDstantial". so . - , ... ,", ,.~. . , . 

that over time .~ participants will ~in'fact,be: ,ben~ficiaries.; ,::;n. '. 
part for this reason, we welcome the 'interest shown bythe,va~io~s .. 
municipal' utilities. and their ~'organization$~ ,We ,;alsoap:pre.ciate 
the efforts, in this investigation of . Pacificorp ' and .sPPC,.. b.oth of. 

... 'c ••• , c, • > " , 

which ax;'e large interstate utilities·with,relatively:small ,service . 
. ' . " " .. 

areas 'in california. "with, the continued input,of.:all these 
parties, we believe that reasonable. solutions .will be found.to this 
and the many other problems. in· ,providing-transmission access .. , 

3.' Incentives and T:ransmissiQn"Polia .... , 
On the one hanel, transmission lines .. arethe,bot:tleneck, 

facil i ty in the electric industry.,' As, in.- the telephone and. natural 
, . ' 

gas industries, competition in the electr.ic industry will,: . .' 
ul timately require open' access and, ·unbundled .service . oyer ~h~ 
bottleneekfacil'ities. 'This·necessari'ly .. preclud.es; a"pr,ieing." . . . .. ,/ . 

structure' that .. allows' the owners.·of.suchfaeili,ties. to extrac.t· .. ,. 
, ' ... " ,~ . 

monopoly rents. .:.:" .... 
On the other hand, there is something to be said tor 

allowing transmission owners to make money on wheeling service. 
For example, potential profits from wheeling service would give 
transmission owners incentives to plan their transmission systems 
with region~l~e~ds ,in 'm.inCi',. to expl~re"ways to: ·oPera~~.1::heir" . 

. , 

"''':. 
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systems:"to a'ec:ommodate mo're-,'wh-eel-ingy:and'; wheeJJing-typeI ,ser:vie.e~i" arld!, .. >~, • 
to market the service creatively and aggressively.;.~: .... ~.::·.~; 

Ini addition, ·thetraditionaL' rate-basing· •. of ,transmission 
lines actually discourag:esthe proV'ision:of wheeling: I serv.ic.e; .. ,,' '~Y.:.." 

providi:ng the transmission, owner .'assurance o,f full,cost",recovery·,: . .'.~, 

irrespectivli of' -foregone wheeling.' opportunities,., the:. cu~;r:ent~ :;.,,' ':~l ~,t: .. 

regulatory regime results in the owner "seeing nOjrevenue,'qains;,.if .. ; '" 
it does improve utilizat'ion 'of 'the ,grid,,.. and, suffering:_,no:~financial, . 

c, . .. 

consequences if it fails to-obtain wheeling:"revenues. ' C;r:i:tics;.·o,f:.
the current regulatory reg'ime' claim: that·,..' 'gi ven.theoblig:ati·on,to:., 
serve native load reliably, and the. . lack :.of : financial.consequences., ." 
for underutilization, a . conservatively ',managed .. company ,xnaY,',.decide 
not to take'on:any transmissionobliqations.that,do'not,directly 
relate' to'serVing its nativeload.l~" ,. " :.-;,,' _,'.;:::, .," 

This is a classicprobl'em:ofcpu:blic utility "regulation'") .. ~ 
We must avoid lDonopolya):)uses;but:we'-,needthe.gainsin,·:efficiency ".: 
and ut1li'zation that incentive 5 , can provide....... , . , 

It is prexnature··to exp:tore<transmission. service .:.incentive " 
mechanisms when we are' still·, grappling 'with the ,basic problem. of ; • 
providing meaningful access ,to· tirm·wheeling' service ,at:-cost ... based., 
rates. Until that problem: is' solved·, '·N,incentives." may~result_. 
simply in the" transmission' owner :being': able to-. exercise. market 
power. However, in I.90-0S-006-, we are :takin9'abroad.l,ook: at· 
incentive regulation initiatives. for. the energy- utilities.:::::,We'. 
expect that investigation- will· eonsidera· coherent setof~( :,: .'. 
incentives recognizing' the":lD.any. -recent :regulato:ry;.,de:velopmen:ts. - ",-"" 
affectiriq both the' transmission:: ne.twork, and -supp,ly:-' and- -demand"',side:.".: 
management. 

",,!,,<,'" 

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

.~ n_ ....,. ~.~.:~~.~ftf"''-\.l,'';'.;J 

. "'; .. ··t":·t"" .... · 

.. ,"'," ,-" ,'" ", . 
. ,,' '-' "t,;':',::- :: .. :,.>~ ,:;': .~ ,'/" ':,1'"7"'::",0;--':: ;:;..." .... ~ti\IO ~,").~~~:~, .. ,:.~.~~;:.,e .... :. 

14 see',. ' e-.,q. ,A. Brown and , 'r ... Barnich, "':'l'ransmission and., .. , ." 
Ratebase: A Match Not Made' -in' Heaven,-'" PUb:tic: UtiJ:lt:fes, .. [~::'.: .:' ,.:.~; .::. ~ '..,,' 
Fortnightly (June 1, 1991) 12, 14-15. 
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D N d " "'":t '~ " , ., ~ ~n l.S,...,.l1IllDA orv' rYl.CA:·d.",::~,-)'::,:') ,', "1,",:1 '."':, .",:,','~::)',\.'-,. ' , ~~ ___ ~ ___ ~:.a ___ ~-~ .... , ~ "' _ ',,: .~,C .... J·I;·:<)\ .. r.'>:~. 

, A key"·el'ement"to·our :transmission' :a:ccess ,progx:a:rn..' i5-:,t.hat::-:~:-J~', 
it be nondiscriminatory. This means that a',rwheel'iD.g;-,.ut'i:~·~1:y,:ma~~~'" .. 
not discriminate unreasonably on the basis of the source:~7S'~~' p~w,er 

to be wheeled. ':'Th'isnondiserimination'prineip,le' .. is .. bro.ad·in scope~ 
It applies both to- QF-generatect power/and" ,to:powe~ :gene~ated, (by:: ' ,'; ,',' C :, 

other NOGs~':, It also applies, to,'any,utility ·purchasing·,:the wh~ele.d ," 
power;; .'includirig 'municipal' utilities;: ',so' long, ;as. i :thatu~ility has 
assumed 'reciprocal obl iga tions:: und.er our, ,transmission acce~s 
program 'with'respect 'co its. 'own transmission system.. The principle, 
also' 'applies 'whether the wheelea·power."is,generated.at~:asite-,:. ':, : ~ '. 
within or'outsiae the service area of the ,wheeling.utility~ ',.' , .' 

Historically, public utilities, have always: been,;required, 
to provide service on a nond.iscriminatory basis.. :: This. is,:a,,·,,: ':: 
cornerstone':'ofpublic: utility : law' and is''calso essential:·to~,;our .. ':~ , 
present g'oals' (promote competitive generation and, level,the:.playing 
field in preparation for all-source.: bidding)' ~ , ~":" ... '" . 

:tfthe·competitors:do..not stand onan.equal foo;ting, 
all-source biading will: not· perform:'its'.intended:,compet-itive, '. 
funCtion~' In particular, the ava.iJ;ability.:,of wheelinq::,unaer ,open 
access tariffs' must D2:thinge on whether. ,the NUG· is:, ou:tside:;,the: ,'7 

wheeling'uti"lity"s service area~',:'Failure:' of any of,the· lar,ge, '." 
california rous . (PG&E,SOG&E, and' Edison)'-. ,to' 'reasonably extend " 
wheeling' service for power from outside its serVice',ax:ea.:will~ .:' 
preclude our implementation of all-source bidding. 

The principle of nondiscrimination does not require 
iaentical wheeling terms ana conditions for all power; not all 
*aiserimination* is unteasona~ discrimination. We recognize that 
there' will be differences" for, e?Cample, , .. in the cost, of provid'inq - --''''. 
wheelinq servic~ ~ However, ,'we mU:st ;~~sure that '·diffe~~nt',:pii~inq'·:::." 
does not result from differences 'in 'b~rgainin9 power~: ,or,hus, a'" ",. 
wheeling utility must show ·thatany aisparate treatment,~'is.:,:,.· '/" ','_ ':.' 

- -,tf , ", - . 

',' ... ' 
I_n " 

. ',' ,.- :.-' 
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reasonably necessary under the circwnstances.."and,~isr,also, .,; .... ;, ~ ':;.,'\.1 
. . -0 ...... " . • 'n "_ ,;."' .. ,~.,' ' •. "". • .~, . .' ' .. "",. 

consistent with' the principles: ot:,our:.transmission;,ac.co£.s; proqram. 

E. :xxa»SlDll;Sl,ort' c.ost 'Allocation . ->~: .:,":,::,~ ._. 

. ];.;": !1J?cD:3:ldes: ;;,; , "'. :;".;. ",~.:: ", 

·In 'O·~ 8'5-09-05&', wQconsiderocl.:costallocat:ton ,in) ,th~.",! " ... 

context of power inteqration .. ' We deeid.edthat,:·wher.e an.~uP9'ra~e:;(., 0" 

was required for that purpose,. ratepayers would-bear. the reasonable. , '..., ... 0'._ . _ ~ 

eost of the upgrade as long' as;:it had some "'$ystem":":wide;J,b.en~ts":,",,,o 

QFs' qencrally would' be responsible, only.for., the. cos.t of, 
. i'" , . " 

facilities;. such as thosetrom tbepower .plant ·to the pOint .of" 
).- , ,I~' 

interconnection wi th the utili ty' s' transmissiong'rid" .that. existed . , '., .~.. "' , . 

~olely to serv(l the QF. (5(10 ~ .. ,. 19 CPOC2Cl.15,. 23~24.)'.:-,We.allSo,. 
indieated that all bulk transmission.·lines .and ,nearly all :.area 
lines have some system-wide benefits •. : Finally,. we noted1:hat .. ~" 
exception'might be made wh.ere a transmission facility's·cost, , .. 
outweighed its system-wide benefits,,,:but:. we,· preseribeCl: no~:. ','~:"' 
particular method tor doinq such cost-benefit· analysis.. •.. (IW.) 

ln~ 0.8·7-05-060, we eonstrued, the- system~.wide. benefits 

test in the context of Standard' Otter 4, our· competitive .:' .. ' .... • 
procurement proqraln tor lonq-run capacity addi tions~W~: hel~ ,:that .. 
the transmission costs associated w.i tn· the, lOR· would.:gener~ly n2.t 
be included in· payments.. to QFs' because, under. the system::-wide .. ;. 
benefits method. of allocation,.: QFs WOUld, .·g:enerally:not::avoid: such· .' 
costs to- ratepayers:. 15 , .. ., """~C.' .<;,\.-'~,;.~ .'::'< . ,,' .... . 

" ~' ... ; 

'-','" "".', ' .... ',,. . 
. ,.,. J.'I .... '.-,0,.- " ,,' 

," 0+ ~'. , •• . )'.,.J __ • ',' ", .,~ 
,'J ,:, ...... , •. 

lSWe made an ~x~ePti'on torout:"'ot'':'':se'rV-ice:' ~lreat'ransmissi'on" .i';:·)r:.~: 
costs of the I'OR and also tor ,.:instances.·"where. a,~maj or. ,.new... ,.... . ' .. _", , 
tra:nsmissionline had to be constructed to qet power from the' lOR ./. 
to the utility'S load eenter. We 'defined: the latter exception as ':.:' 
in-service-area transmission. lines, with.. over 100, miles.. of .. 230 ,kV 
line. These exceptional costs are avoidable by QFs, and so· a'ro 
included in payments to final Standard Offer 4 QFs. (See 
0.87-05-060, 24 CPOC 2d 253, 268-69.) 

',1,/ 
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We do not env.lsion.any;,ehanges"to·'the·,existing:;rules:'·, ',::;~:,-,:.'" 
regarding CO$t of diroct intorconnoction and other t'acilitios\that·.", 

,. , ,,J .~ 

do not'have any system-wide·benefits. 
be borne by the NUGs," including: QFS. 

Those· costs ,will continue to, 
" ',"" , 

,," '_." _, .. 'r. 

. PG&E,' SDG&E, Edison,' and ORA recommend that, for,~ upgJ:'ados-', :,' 
that do have system-wide bene.:fits,theexisting:cost allocation 
rule be reassessed. They would see ,transmission cOStS" as ,part.. ,of a 
resource's total cost that should' be' reflected in the, bidding" ~ " :,' 
process.' GRA/IEP recommend:' that existing cost allocation ~r:ulesbe:" ,,> 

retained. ' .. , " 

... ~ • .-<, 

We believe that, the system-wide,'benefitstest;,may;.,result: "I 

in overvaluing' the power, from some plants~andundervaluing ,the 
power from others. The utilityproeuring power must :seeth,e~ ,total 
cost, including the costs of transmission" of, ,the', competing.:: j " 

resource opt'ions.- The following-procedure would accomplish,that 
goal. 

TranSmission: costswoulcl· be :included:in'setting, the ,. lOR ," 
benchJnark aqainstlwhich the NUGs. will bid., In its ~auetion, :~tho ". 
utility would publish ·:tn~ormat'ion reqardinq 'transmission' costs,at" 
various locations in its territory. In determ.ining"the~,w,inn.ing..,,:. 
bicl, 'the utility would· take into account, the tra.nsmission'.;c,osts 
associated with the respective bids by addinq the appropriate cost 
to eaehb'id. In-service-areatransmission upgrades-assoc~ated ,with 
the winning bid would be paid for by the utility and put·, in the 
utility's rate base. The NaG bidder would also, be able to fiqure 
befOre submitting its big the transmission costs that would be 

- . 

~ - .. ~ .. 
• ',..i " 

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

t. ~, ___ • 

-."!" •. 
:," • • "', ' •• J 

\ "-" 

1.-.""'" .,_ . ',,: , , .~, 

!. ,'~; ,,1.l ,';) • 1_ • ',' 

• ,,-.t~·, " ....... ,.-'- . " 
..... '.'-

":'~' ," ,''';... r •• ~~. ,-;:) :~, ••••• ~, ".' .:>.'7'~.),,~' ;f"; ,r~l·~:.'.~ -:~I~)(:''''~.':'.r,~~ (r.::';-Jt:~ ~;;"'>:';~'.~~~ ~)C~ 

,", :~,~- ~>~.:,;'". ".'~ ·"·(.'>.~N ::)u,~,~ <~·:~.~r ':~o 
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Wec

- can see ·ditficulties. in implementing.th~s l?rocedure •. -
Without appropriate provisions, the proced.ure-.could"result in one. 
NUG subsidizing later NUG d.evelopment,or· even:subsidizing:·~the 
ratepayers' of' the purchasing. :(or.·wheeling-).·utility ..... For-:example.f' : .. , ." . 
if a utility built a sizcabletl.pqrade to: accept-·one. NUG., .later NUGs.· ... 

, "' .. 
in the same vicinity might 'also benefit. from· the additional .' .' "".' ._, 
transmission capacity .. 17.- In essence, the-~.purchasingut'iii.:ty' s~~~u, 
the first NUG as too expensive and. the later N'O'Gs as too cheap:, _"_.' 
When an equitable" cost· allocation- among: the'_' various, NUGs· might lead. 
to more (or less) NUe; d.evelopmentin -the area. As· another.e~ampl~., .,:. 
the utilIty· might have built the~ upgrade- in· any. event~':'"the:. Np,G: ....... ,:c. 

simply accelerated the project. , ':;" .. ' 
"I -..,' 

- These:a:re not theonly·· .. allocationproblems... cFor. ,:example.,. 
.. ',. .' ._, .', 

an upgrade might have reliability, stability, and power flow 
benefits that' -are not necessarily . reflected.· . by compu:t_ing.~! the 
proportion ·of the line's capacity utilized by the. NUG:-.oyer).a.given ...... ,. 

,. ~ '., ""', , 

time~frame/· The·larqe IOUs. differin.their·reco:m:mend.ations,:f.or>__ • 
accounting'-for these· effeets...: . ,. :c,.:: ... ,.. .;"'::. :':':->:>" ..... ~ .. ',\, 

'Avo1d.ance of ':.subsidiesis-.. important .. if .. we ',are .·to .achieve '. ,'c 
. " .. -_.'.. .,'.,. . 

a fully competitive generation market.. The·.pa%:ties.-will, ·need, ·to ", " '.. .,.., .- ,." . 

consider ways to d.eal with these kinds: of· problems"Qonsistent .with ... ", 
, '" ...... ".' , .. ',.',.' 

our overall goal of having ::comparati ve ',transm.ission.~.costs t,iqure . .. .' -, '. . ~,'\ 

, .. ,.. 

"''t.- . 
~. 'N...,J" ~. \. , 

~ .. - ,~I'" 

16 Thus, the NOG bidder whose transmission costs were hiqh 
relative to the lOR's would have to lower its bid proportionally in 
order to remain competitive. As a practical matter, the NeG bid.der 
of this type really does bear part of the transmission cost because 
it can win the .auction only by beating the· lOR's cost on an 
as-delivered. basis. 

17 For economic and technical reasons, an upgrade might have to· 
be sized much larger than might be deduced simply from the capacity 
of the NaG whose ad.d.ition would. require the upgrade. 
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directly in 'the bidding' rather 'than ":ri:ettirig 'out such costs "~s' we -:do;:':;':, 
at pre'~e~£:l'S.' ,', .>~ ,,'""',»);':.',:, -;.:n':) ': ,,:;',; ,~~,.<::' :::t, :,,"J(·c,·"·,,:~. ,;.~ 

2 L1·ne'~Lo'" ss'es'·' '.,.' .,/'" ,e~j.:.\.'<~.,',',"',':' ."". / ...... <. ,'" 
• ~~~_ _____ T 'I,w ~",""'...... ' ... '~,' ,.., r / 

PG&E;SDG&E, 'and"Edison 'indicate 'that '·J.:ine losses~,:,;'')' "',"" " '.," 
constitute an' 'important part"'of transmlssion·costs."·Sinee"these·,', :,': 
losses vary significantly'by site':of generation~", PG&E"'and::Edison;:" : 
recommend estimating transmission costs associated· with losses for' , ," 
each substation bus on thel.r"'respective,'systems. 19 ,,',~ :,:',-", .. ' , , , .. : 

We agree in principle that line lossesshould~"be'\ " 
locat.ion;"specific' and should be' included' in the' transmis'sion costs 
of the I DR' ~nchmark and in bid' .. evaluation. 20 'We" also:' recogn'ize 
that QFs question the technical feasibility of fa'ir1ymea'suring' 
comparative line loss impacts in most cases. Many QFs a'lso.: believe 
that including line 10'sses would hinder development 'of renewable: , ',' 
resources (such as wind, solar, and 'geothermal) that are:' 'generally 
restricted to sites remote from utility load centers. ' ,;.)- ,:", "'" 

These objeCtions' 'are :'significant':but:' are\'ult:iJDately",'''' 
outweighed by other consid.erations.First~;' to' the:' extent :utilities 

'I' 
I "', •• '/ 

" ._,1'" •• , '~. . .. 1 0<" 

loS Joint ,ownership of transmission ,faci'l·ities-:and, some,,..xnechanisxn r' 

for reilnbursement over time are possible approaches 'to these -.. ,-
problems. See Section III.H below for a fuller discussion. ' ... ,' 

19 Tbe~en~' 'treatment of 'li~e i~ss'e~,f6r ~ai:~J.at'i'~9 '~p:ayments 
to QFs is essentially to assume that' losses in t:ransmitting':QF" , ' 
power equal the system average. ThUS, for most QFs, no payment 
adjustment (plus or minus) is made based on their line loss impact. 
However, we have expressly authorized utilities to calculate line 
loss adjustment factors on a case-specific basis for Wremote" QFs. 
(See, e.g., 0.89-02-017, 31 CPUC 2d 13, 24-25.) 

._->--- ............ -.-.-,_. ,~~ 
t"" 

20 PG&E says that the location ot',some IORs:lIIay<not be'lo'lown",with:, 
sutticient specificity to enable calculation',:of thefrline losses:.:":,:" 
In sucbcases., ,we are inclined not'to calculate:' J:ine ,losses, tor,' ,,:<,~,., 
competing bi<1c:lers; it,woul~ be untair to inelucie'aeateqory ot, .. 
costs for competitors that is'omittedtrom ·the·benchmark,;~against',~" :: 
which they bid. ,: ',' '" ::.~~;,.~,,' 
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(always with the proviso that the utility use consistent,,~ .'. , 
• .'", ~" I ' 

assumptions and. methods in making .,the comparisons) .•. , ... .seconc:l". 
.. ".,. , "." '.' '. I '.1 \ • ),. ~.~./ ' 

regarding renewable resources,. our.c:lccision,to pursue them must 
rest on;a full ,recognition of their;:~co:;;.ts along .with .~eii/, ... <.':' .. ' 

'. ,. ,- , h •• " ' '.,' " " .. I' j ._, 

benefits •. 'the benefits, :may be overwhelming" butwe"will,not make 
,. , .• • • I ..... -0 ,_ .,', ••• -'0.' ,.4'. r .,.'. ,.' • .~~', -". 

them appear greater than they are by.the ciovice ot ignoring one. 
, , "," 

category of their costs. "" /" ,...,. , , . '., .,''',: ;'1... ':\ :\' 

PG&E suggests that certain., NOGs may have, posi tiye ~ impacts. ' 
".... .• '. I" • d .. , " OJ' 'I. • T>, l". ,.: " 

on the transmission system., Such impacts could. inclucle., unloac:ling ... 
. " ", ,. , . '. ',. /',., " ., ' 

of heavily· loaded lines through reciuction o~ ,loop. flows ana .. 
" • '~'" • - " > ~ , 

deferral of transmission upgradest.llrough,changes in power flows. 
. . - ,,' -,' , .... .. ~ .' 

PG&E recommencis that the WG be, g1 ven cred,~ tfor. such impacts, 
where applicable. Again,. we agree in principle '~ith, this ~ ':"'" 
recommendation. 21 · .. .' , .... ',' 

.-

F .. Tariffs tor. Wheel ing ClXonsmission=only> :lervice , . ,u~, 

As doc.eribod in Seetion 1II.B, thore.are two,typesot . ." " . . .. : ,. 
transmission access: power integration and wheeling. For power 
integration, no new tariffs will be necessary. (The IOO's already 
have interconnection tariff rules which are part of their power 
purchase agreements with QFs.) 'transmission costs will be included 
in setting the 'resource benehmark and' in c:lete:rm.ining'.the·winning 

• . .... ''',"'' , . .·r~~ :'~<' .... , ",'~"~ '~'I.·.r;., 

bl.a.· .. <~ ;, .. :.. . ' .. ::.,:.:~ '")~. 
. . For wheeling service, in which a utility provic:les 

transmission access. to.: ~o1:her:uti:lity ,. ca:liforn'ia> I'O'O'sdo ~not"" 
'- ' -" "'" '. .. , , ..'. " .•. : ':> .,,'. 

," " 

.... ', J, 

~, ... " 1 '. 
~, . , 

' .... "- ",' ":. ' ...•.. \<~,~,~.',. ':·!'./r.,-:·~ .:,::~J.." '\" '·.~"./!.)'iIt' . .:):·! 

"' ': ~.r.- :'~':~," ;"~: ,", ,' .. '.>: "';:~':.:" ," ,':';' ~': :~,~:. .. :;:'~O.~ 
, ..... ~ II • ~.' .. "" \~. r ' J ;':: ~; 

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

.~, .. " ... . \ J, ... • " 

21· ,'rhe,:foregoing principles. regaraing line. losses are "appro"ed 
solely for implementation. with 'our: 1 onq':' run , res~urce"planning\""': ,"'" 
proeess(final Standard ,Offer 4and~ ultimate'ly;"'"all-source .. ·' .' 
l>idc:linCJ') .Possil>le adj,ustmentof line loss factors, for 'Q~s now' 
operatl.nq under standard ,or" non-standard power "purchase ":a'qreements,' .. 
is beyond the scope of this investigation.. ' ,,'.:1;:.::.· .. ,"...·_" 

r ". ..-' " f .'1.'-. :: ",\ 
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• currently have 'open' 'access tariffs .. ,.,''rhere" is:; an· iss,ue :here::~over,~;·; 
whether there should be such tariffs.'a.t all. PG&E, and" ,SOG&E. seem, 
to believe'that wheeling. service, especially ,where the wheeled 
energy is coming. from outside the whee 1 i:ng. utili ty's.'ser:vice~area,,,, 
should be' provided' on a c:ase-by-case, basis through:, neqotiat,ed.~, "~ , ,'" 
contracts'. .~. . ..''- ;.I~~,.~'· 'I 

This is an important issue." Individ.ual1y'negotiated. 
wheeling contracts areclearlyinadeqaate:to the, needs ,of:'a," ,-,,' 
competitive gen'eration''market~:. That market requires' greater ,·speed :,', ' 
and. greater certainty than would. be ',possible where wheel-ing"" 
arrangements for many of the 'market participants, 'would. -have "to, be '.' 
worked out on:an' 'ad hoc basis. ',."'" h' 

Structurally, the case is· anal:ogou,s' to' our gas "c"'. ',,', 

transportation pr09'%'am.' There, too" :we' 'had: to decide ,between 
contract service and. tariffed. service. We ' chose- the latter, .. over , 
PG&E's objections, for both intra- ancl':inter-utility:'gas<", ,:' ,::',' " 
transportation. The same reasoning' applies: here:. 

, In preferring tariffed.; sexvd.ce" we are: not: ignoring:. the, , 
• tochnical concerns that may differentiate electric,transmission 

from' gas transportation, nor are we requiring. the utilities:~'to·:,' 
scrap any existing agreements to provid.e transmission service'to. 
other IOUs, municipalities, etc.' What we' are saying ,is. that ~e.' 

• 

will look carefully at the gyality of'access actually provided ,for 
wheeling purposes, and that an important a.spect'of-qualitY,is'how
easy it i" for the eus.tolnor: 'to-get thosorvico.· Our,.<1cac'iSlion on 
t."'le timing of the transition to all-source »id.d.ing. depends; ,heavily. 
on the ease and. assurance' of transmission access that results· from····· 
th1sinvestiga1:ion. . .' .. ,' ,:;~,::~,:::, .... :~ . .: .>,'., 

G. lXotectionQt Rat~rs Of xnvestor=Q.W.Ded Utilit~-:, , " 

Wheeling. service should. not harm the interests of the 
ratepayers of the wheeling utility: in particular, when an IOU 
wheels, service to its native ratepayers should. continue to »e safe 

• 1 .. \ ,.' .' ,'~ ' .. 
... " ~." - .. .', ..... y' " '. • 

•• ,1 •••• ' ..... ". 
; ., .. 

",."'t '. ,i. 

I , •. 1,,1 ", 
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and reliable·. 22 . Wheeling services .should ·be· str:uctu::;ed to:,.:pr.~yide:::~~;. ::' 
reasonable 'protection of such. interests.~ ';" .,"::~ ',' .>i~.'.: "::' .. : .. : .... 

At· -firs.t blush, .there appears, .t<> be a potential;.confl.ict.: 
between the· interests of the ratepayers o·f wheeling utilities and.· 
the ratepayers of utilities purchasing.· ... wheeling- service ... ~-:F:-Or.- ::. 
example, transmission-owning- utilities may want to reserve s_ome .•........ 
amount of capacity for "'economy" .enerqy·;purchases when the~e 
provide savings to' their ratepayers ... Such capacity, is. not·.::truly, .. :." " 
"'surplus'" , 'even though it may be used only.sporadieally:;.·on.,the . .' . '/_~ 
other hand,. ·it 'may be' used. to provide wheeling service ~.:if that .' 
service-were· interruptible,. ,or- if some. other means were. ·found to , . , .. 

ensure that the wheeling- service does not como· at the.·expen~e,of 
the wheeling utility's ratepayers. . .,~ .' -......... . 

'. ',f ,I ... ' "r ,.' ".",', 

However, the ratepayers. o·f_a wheel'inq _utility.e.maYr;,al~o .. -;; .. ~ 
receive benefits from whccling service •.. ,'rhese benefits. includ.e. 
reciprocal access to the- transmission .. systems of other .. utilities,. . " 

. '. 
giving the wheeling utility the:: opportunity to· purchase.from~ .. 
inexpensive"generation·sources,nototherwise.available ... In short, 
all ratepayers· stand to benefit: .. from·· the enhanced: .. development .. of ,; ._ .. ~ 
the competitive generation market made- possiblethrough:wheelinq_ . 
The wheelinq utility's ratepayers alsO" stand .. to. benefit from., ". 
wheel.ing service to the extent that the-: wheelinq customer ~ay., pay 
part: of the fixed cost of the transmission systexn,.wh.ich-:will<, .. 
lessen"' their financial: ·load.., -. , ',. '" ('1"'" .... 

For· these reasons".'ratepayers.of~ the: wheeling:: utility. 
might· be willi.ng to assUllle some:. level of -increased: risk i~ '," 
providing-the service (for example,.·: riskthat:-the ... re.asonably ,:. 
incurred costs of an upqrade might exceed the published ,~s:timate on .. · .. . ' \ .'-" ,. -, " . 

which the price of the-wheel,i:ng:. service- is ,b~sed)... Such., risk·,., _:) 
~ ' .. ' 

• ,"; •. './ ."j ,",-

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

, , .'" - ~ ... 
". 4-' 

-/-"', . . ' 

.. ' "II, .~ J ,' ... ~, ',', I ',' i • 

. . ' ... '~' .. 

22 The IOU must also be able to meet its pre-existing contractual 
obligations and to serve its wholesale customers. 
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• should l:>e:carefully limited and. shollld.;not, .. inany.:event~:/'::'):; '.' ':':.; ...... : 
compromise"rel:i:ability of·:electric.~ service to· the."whee-ling:: ;Jr,;, ,,",,';-.. ,<) 

utility's ratepayers' or wholesale' custome'rs~ . Fin~lly, . any,:: u:tility: :::. 
that requests wheeling must also coxn:mit to provide; .wheeling::. over·. :':'.' .•• ~ 
its own transmissfon·faci'litieS-. undercorresponding::·.terxns ,and 

conditions. . "." ':' ': :.' .,' .. ;, '."; ; .. : 
. Another adverse impact 'on "IOU: ratepayers~mi9ht.,~eur ·if., .. ',:c. 

municipal' utilit:i:es- are able··to get . firm. -wheel'in9:··se20'ice'r:on~demand··>2 
from IOUs~ . The: problem· is thatmunicipal·.utilities. ar:e.enti:tl,ed~'.to-:, ... :: 
a statutory preference in acquiring output from certain, ·low~ost·· . .'. 
federal generation sources. •. The combina.tion .of the' statu:t.~ry 
preference with improved transmissiolf access might .:·skewcompe:tition·· 
among energy' purchasers' in favor 'of: municipal·.uti·lities .. ·:.::;:: '... . .. 

There may be ways to. dealwith.the prob-lem,;o'f;.municipal.:.-- .... 
preference, such ·as some sort of waiver:. of· them'micipal:·,;~, , .' ./~I('.::' 

preference: .... For' the time beinq, we.note the: problem··~wi thout " .....: 
prescribing any particular . so.lution.· However,: we:emphas.ize:~,that a.:·~, 

workable transmission proposal should address this..prol:>lemr~to., ... ':': .. :: 
• protect IOU . ratepayers. We;·invite ~the".parties· ·to:.comment·iOn this 

• 

problem in their responses to- this:. interiln,.opinion. ,(See";,,;, 
Section v' below.) '.~ -, '/;.:: : .. '" ':. ~,' ..... :,'., .... 
B. OWnership Of Transmis§ion Vpgrades.", ' " ,_ ... :.:.. ':.:>::~;,~, ,(, '., .... 

Who should own transmission upgrades.' required to·:provide .: ,: 
wheeling service? 'This 1ssuesplits:.theparties •. · Edison and: .. ·,ORA. .~.">.: 

qenerally favor sole ownership' ot'sllch:upqracies"by the.: wheeling': ..•. ~,'~ 
utility,· which they argue is necessary to-,maintain,. system .:,.:.... . -:.:':', 
reliabil'ity.· PG&E and::SDG&E would. consider . joint ownership:; under, ..... ~ 

certain circUmstances. . QFs such··'as::>GRA/IEP' tavor·a pol·icy:; tha~ "'. 

ownership results>trom payment--i~e:.;, it. a~·QF ... pays~ for>.an"upgracle",,; ,1::7' 

it shoulcl'own! the upgrade'.. . ,.' eo :::',,' '.;'."-;,' 

". ~We.:' recognize ·the importance. of having_ .. re·l-iab-le~ .. ' .',.' . :.' :--, , 
transmlssion"::·serviee-.: ··However',sole; 'IOU .ownership-.ot~: ',tJ?e ;~,::, ;i::; .. ~ :,';" ~ 
transinission lines~".:i:s not· a"· prerequisite,... nor;, does·.'it_.equate:,..to~: ":'::' 

- 30 .- ~ .• -



I.90-09-0S0 AI.:1/KOT/JJJ/f.s 

reliable service.,' So:metransm.ission.~lines are_:alre~dy,jo-intly.r_~ ;:,".: .:;;.:1,_; • 

owned, and joint· ownership' is:.:.compatible.:.with. rel:i;able:.operation",~:, --,:.~, 

as long- as a-:sing'leparty olearlyhas ·charge ·of·operations,within_a.:1; 

speoifiec:l: control area .. ' . : ",<" :.:: ... "<;';'<' ,'-

" ·Wec:lo.: not adopt-.a 'speci:fic:po-l'icy" on:" ownership:-:: a;t:;;this" .. 
time. Generally, the parties shoUld be free to work out any.~:,:}, .. "' I:' ':1:'::' 

ownership-arrangement that helps .ensure:, new or expanded,: ,capacity 
gets'''buil t'in<a: 'timely manner ..: In some-· .oases,that-,will:.mean: sole: .: : .. , 
ownership:, but in others,. joint ownership': may be prefer~ed for.." "_ 
various reasons'. ,';' 

Concern for recovery of ::the investment in ,an, uP9~ac:le , :" 
underliesmueh of' this. debate.:::, This'concern- is-"particular:ly,:,:aoute· ':, 
where the upqrade has to be. sized 1~gerthan what.would~ b~:,.;: " 
strictly-necessary to:tranSl'lli t :.the .wheeled power .-;We;, share:' this 
oonoern, which' is -not mooted by ourcieterm.-ination, .in,:, ".: ,- .-: __ 
Section III~B-'above-, that the utility .purchasing, the:, wheele~::power ,-. 
(and, not'the OF or other entity sell:ing: thepower,>:shou~d: pay.for;,. 

the wheeling' serv'ice.,.-_ ':, ' .. ::~:.:';:.-:;:':' " . 
'-Just· 'as. ratepayers' should ,.not·, subsidize:, ~e"c,os;t ,:~f ~':, 

wheeling service, the purchaser~of such service should, ,no~ r..: .' 
subsidize the transmission system of the wheelin9 utili:ty •. r- Such, .' 

\ ...' ... .. ~~ ~ .. 

subsidization could occur, e. 9 • ,:' ,if -a,.-purchaserpays, the ".whole" cost 
, ., .. ... ,~- '" .. . ~. . .. 

of an'upgrade that ,would· have been requ-ired:(al:beit at _a:somewhat 
later date)' t~ 'serve -the wheeling utility'..sratepayers,<or.,,~f ,~"t:he' 
upgrade is used :by subsequent'_p'Ilrchasers of wheeling, se:rv:ice ,!", -" .. 
without pro rata'reimbursemen.t ofthe:oriqinal'purchaser-; ::such. 

r. '," 

subsidization' could. prevent economically attractive::power, sales, and ,_. 
~. .. , ., -. 

chill the, fUrther d.evelopment\, of:'competition-·in. the,·electri~::, ,_. :::_ ~'-:, 
qeneration:, market that wheeling service::should promote.,,:,~:,-~ ,:' <,' ,'.,} 

Proponents of sole ownership by, the':,wheeling _utility" .. . ",~~, ~ 

arCJUe that allowing purchasers: of-:wheeling' service;.to.~ get)an equity 
interest in -upgrades could,'be used':by the; purchaser" to f~strate ,., .. , 

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

the wheelinq-' 'utility':5-- own' use' ofc the-upgrade- or,: to::prevent: ,further~., 
. ~,' .... , .. .."." '"., .... , .. 

- .31 ,..- ~~1:: -

• 

• 



I.90-09-050 ALJ/KOT/JJJ/f..s 

• upgrades to'-·serve'other purchasers' :or ,the-.,.wheel,ing~~u:tili:tY'~s;';:':I~"; :,>.:.;.,~: 
ratepayers ... We' think this' objection COUld:. be-met-;by,a:provision .. "".::>:' 

that any upgrade constructed pursuant"to···thetransmission:<access::;, 
policies' adopted in this investigation will ~e' treated: as.: part 0: 

• 

• 

the wheeling utili ty"'s transmission system for· all purpo,s.:es,.,. ' 
including subsequent requests for' wheeling service from .that 

utility. 23- ""';:" .. '~;,i":: 
In short, the parties neeclto .discuss-ways :to ensure that .. " 

upgrade costs are accurately :aJ:located,~ as. far as 'possi:ble, ::;no,.·, 
party to the wheeling transaction, should be· required,to ·.,subsidize ',:: 
associated upgrades. various· solutions.' (ineluding·sha~ed,::ownership .. · 
or reimbursement as in the case of line extensions)·, ,are possible,,~.:-~, 
and it is' also conceivable that more :thanone.may',~e,made,available. 
to the party paying for the upgrade_ ,: . " ", 

I. Qlangesto 'CUrrent Planning~esses: ,'.,.' .. :,_ ~.'. 

Transmission access, as we envision it, cloes not;·;entail ':. 
guesswork on the part of. the potential 'wheeling utilitiesrabout the 
needs and plans of third party electricity buyers and, sellers ..... The. " 
utilities will continue to· project loads on their . systems and plan.. ' 
their' generation and transmission facilities accordingly;_:, ,I Part,: ot:" 

the planning:' process is compiling: information" on their transmission 
systems, including current and' antieipateclloacls and,: capacity ,;:.and ..... 
coso::; of upgrades. .' ". ",'. ." , .. :' " . , 

What is new is that this. information will, be.: a~ailable 

to parties planning power salesthat'might· utilize new .or ,existing,. 
capacity on other parties' transmission-lines ..... The potentia,l. ': " " 
wheeling utilities' informationessentially.creates'a'base; case for 
other' partieS" planning: purposes- ,The 'inteqrity 'of (.that; ';.:,,', -:' '-:'::: "i:"C 

,.: .' ',,' , 

23' An entity' could presumably,pay :,.for ancl' construct1b. .::::, ::' ". .' ... 'n'., 

transmission, line for its, sole ownership and .. us,eif i:t wanted to· ,--" 
avoid paying for a utility upgrade und'er 'this proviS:iori~i':;;We ::expcct·, , 
that such transmission lines would seldom be feasible or economic • 
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information' is ensured.,in:·larqe partf.:,.by:the, fact~: ,that:· ',the:.>:, .; .',:, .... : :~,''':.. • 
potentl:al wheelinqutil'ity is relying: 'on" the; same ,information": ,f?r 'J: .. : 

its o'Wn resource 'pl'anning purposes. ~,",., ',' .... :':;J',' 

Some· parties Delieve that transmission" access. r~qui:r::es. 
new regulatory' proceed.ings. and: procedures. "We;' are, not, convinced •... ,." -

We' view lonq-term transmission planning as. part: of our", , 
overall long-term resource planning process, and not a separat~,' 
process in itself. The· generation costs of ,electricity far exceed 
the transmissi'on costs ot such electricity. However, ·,we must . \.'~ 
ad.d.ressboth 9'eneration ' and.' ,transmission' issues in ,order, to,.do:,::: 
least-cost plannin9'- Therefore, it.is. more efficient and·makes. 
more sense to integrate transmission· planning: into the overall: , 
resource planning process' than . to address this p·lanning ,iss.up-: -
separately_ Put differently, there .isno true least~cost. ,:". 
transmission plan except in the 'context· of· a least-cos~ electric:,: 
supply plan. 

:Integratinq our transmission· ... and.:qeneration.planning., , 
process requires·no radical chanqesto our.current planning 

.. ~ . , 

processes. We ·therefore reject' proposals. ·such· as, those, made, ,by. • 
Edison advocatin9' preliminuy. certificates .. of p~lic conyenience, 
and necessity tor transmission' upgrades, and.· proposals ~fo:z:,.:an., , 
omnibus transmission pl.anning proceeclinq:. We also reject . .'Ecli~on~s. 
proposal that project clevelopers be required to give.information to 
any utility in whose service area they are planning. NTJGs:. Such 
information is com:nercially' :sensitive .and. is, not reasonaDly ."; .. ~ , 
necessary fortbe utility'S pl~i~g purposes.. 

For PG&E., SDG&E,.' and Edison,· the Electricity" 
Report/Resource Plan Update cycle:' alreadyprovicles a: logical:.p~lic,,:. 
forum in which the transmission information needecl for the wheeling 
program could be filecl and s~jected to appropriate scrutiny. 
Relevant data would include planned. transmission upgracles and 
costs, loacls and anticipated l;oacl' growth- on the IOO~, &.. sys.tem., the 
existing' ~p~city in various areas" 6n_.th~ sys:tem:,·ancl:·su~lUs. .. :::,:;~.,.:';' 

• • ,r ':. .: ,- , • ~ ." . ;: ':) .~ -' f ,:: .. \. '_ "j .,;.. ,:',' 'J ; .• 

•. ' ,', '.' '..... I <, ''',.", • "~ . , ..... ,,- . ... .. , ,.~ 
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capac i ty .. availal:>le· 'for:wheeling:o;< . 'Manic ipal:~ .. utili,ties~ .:.wo:ul~ ~.·&ls.o::~ .. ::: ' .. <.:: 

publi'sh:such: iniormation~ for :their.,systems.;.,2:4 ".: : .. ";:C":~'-.;.::"'· .... ':_.' '" 

The CEC already collects much of this information :in ."';:., 
preparing. its .Electricity Report ,CER). '. ~We areals<>.awar,e . that the 
CEC is investigating .these ·issues ,and-;·,haspublished.a,dra.f:e.report.;.::;, 
to the LeqislatU%e on transnU,;ssion"systemplanning. (See.::'; ..... ", 
Section VI below:.) We hope to' complement the .. CEC:'s·ef:forts :on .' 
these issues.,· and 'we solici.t: the .CEC".s ·,commen.ts. .on this~inter.im. 
opinion, particularly on'mAtters o-f,interagency .. coo.rdinationsuch 
as we discuss in this. section..: ..' ." .' ,,: '.::,'::;; ':': "'. 

Weenvision·that the,tl:'ansmission data eatal:>lished in 
each ER/Opdate cycle would be in e:ffectuntil supplanted~~..bYc.data ' <", .">' ) 

, ' •• ,J 

approved 'during the following. cycle. IOUsr4otpartic,ipating:in·:the .. ,.:::: 
ER would :be :expected to .publishcompara))le .:'transmission·;aata.:for .. ,;':::"C 

their systems, and make wheeling 15 e:cvices· available .. on ,their own '::<'. 

facilities on a .comparable basis., in order to :be .eligil::>.le ... to. :.: .. ' 
request wheeling .services from ,PG&E,.SOG&E or .Edison.·. ." " 

The parties have voiced concern. and. have.,offeredva~ious 
proposals' in ,order to ensure that the.transmission .data·'provided by 

the utilities are reasonable .. and reliable.,. We . endorse , this ';: 
objective andsu9'gest the following. requirements .·First(,· the :' " 
projections,. costs,. analytical techniques, etc .. , used. by:·. the .. : ' " 
utility in providing the tran8mission·:data/~must be .the.same;,~s. ...... :;. 
those used by the utility in ,planning ,for its own, resources,.:;,~.: ... 
Second, the upg-rade costs quoted. by the utility must·. be· binciing on 
the utility in making wheelinqupgrades (at least 'up: to:" a: 
reasonable amount of new- capacity.: in a:: particular area). ,,:.~he;;;::.,.,,: .. ~ 

quoted. upqrad.e costs and other data (e.g., line losses) must also, 

24 See Section III.J below for further discussion of the role of 
municipal utilities, including special districts, rural electric 
cooperatives, and other transmission-owning entities that are not 
investor-owned • 
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• w,,~ '~'1.'·" '. ~. ~'.. ," -I .'\ .~ ,"I. '"' ", .... 

( ~ "' " .. ' \.i\~ \ .. ', ... ,/i" I, ..... ~ .... ~, \" \. ~.J-' . , __ -',~, ': • d. 

be consistent 'with data· 'used· in,figuTinq>'the"transmissl'on: .costs:: ,:.;:; ',:-: ',~: e 
associated with candidate IORs"and.',appl'iedto, NUGSJ:in"the;' utiJ;itY~'~":"'i~ 
own auction.':, ' " :.' " '", '/::'".;', ' ::',::::0 .~.;:r:' 

The use- of 'consistent, ,published data; ,for alJ.:~·:of, the: ',':" 

above purposes seems fair,eonforms 'with. our other res.ource "," ",
planning decisions, and ,offers 'a' simple :and':adminis..trable,:cheek on; '; ,',', 
the way utilities respond to wheeling,',:requests.. 'We also .believe 
that, aS'a practical roatt'er;'any wheeling' program would,:a.2,S:work if 
it requires us to routinely hold evidentiary hearing'!I,into, ,the .. ': ' ' 
minutiae of transmission modeling and engineering.' ,,' 

We recognize that the util:ities.' market:power"in 
tro.nsmission derives not only from' their control,r,of-tho: facil\ities,' .. ·· 
but also from, superior access- ,to information." Nevertheless-", :,:'in 
commenting on· these transmission "pl'Anninq: ,and data validation: '" ,.. " 

problems, the parties should 9'iV8W8'i9'ht to what 1s: 
administratively feasible. Their emphas.is. shouldbe'not on' what, 
they would like to,know, but on: what' they need to know. ,J~'(.' 

J. B2l~f of H1;!ni,cipal'ID(ilt!cies ':',' 
In ~the' Order Ins.titut1ngInvestiqation,we~'asl<:ed; whethert,,~ , 

our policy on; wheelingshoulddifferenti:ate 'between . wheeling :: ;: : " ", "i 

provided to- IOO buyers of powerandl:>uyers:which are::',noll-IOU '"",",,, -'), 
utilities. This also rai8es' a more'basic,issue,. 'nameJ:Y';'lthenrol& ' 
of municipal utilities and: non-profit utilities,' such: as': special': . 
districts and:'rural electric cooperatives" in this~ proceeding-.,:" ,r,. 

'We-affirm that the8e governmentAl, 'and, non-profit, I ) 

utilities belong' in this proceeding' •. (For convenience,. we will, ,.' .,' . ,',:' 
refer to them all as municipal utilities.'.,)' ,Suc:h>:utilitiee ,serve a " ,':' 

., , I. ~ 

.' J,' ,j •• , " •. ~ j 

• I 

.,'!.!',,' .~:;,:1 r":···jt~:)\,! ',,' ':- ··:~c ~ '~\} ,,".~' ',A." of ;, .-~ .:~ .:~<).L:·~:)~);~ .:')~.)~~ t~::: 

. ': , --:- :'''':::) '" .h:'.,t'-~)'-"~:~ fll" ~ :","; I ~.." (~j ,.:") .. :.: _'.:',~:::... ':.(jq:l~':':'nLr.~,~ 
;,.';~,'I.-., .~.:~~~:. :~ .. ,.,' ....... ··j.I./ ~"·'.,~·_.''':':''i't·''::~-.~:o .. :.~';''''~.~::~.l..~.:'·~c''.'::::::· "" ,...',~.,.., t..,/"I"'" ~."v· .... ~·~~ - -

" ., .,~ '" - ,< ',~' ", J ~,'" .,,-Q':i, 00,,-, 
• ;;~:>.:"'~'1 ... ~O_ -::'0:- ::~;'\f ... !l 

- 35, --

• 

• 



• 
I.90-09-050 ALJ/KOT/JJJ/f.s 

substantial. part of, California's.: .population. 25,. In.: many: instances, 
they control, substAnti.altransmission-'and, generat'ion:: fa:ci'ld.tie$~;::; :::,. ; 
Municipal utilities are potential 'prov1dera..'o·f whoel:1ng'! !0rvicCt and:,' ~ 
generators of wheeled power,::: as well as. potential buyers;';of:wheeled:: '. 
power. For these 'reasons, they inevi tablyaffeetCa1d.£orni.a' s ,":.:. ~::" 
resource planning.,,' I", •• 

The municipal utilities'" extensive participation in:. ,the.' '1'" 

WSPP shows that, there are significant. potential benefits: to ",'" 
includlng' them· in a program to promote" competition'and:economic ," 
efficiency 'in the electric generation market • 'Furthermore!,. ,·,the . 
California Municipal Utilities Association has formed, the ,new 
Western Association for Transmission- SysteIl\S;Coordination:.(WATSCO), 
whose founders are large and- small California municipal,utilities. 
WATSCO has been formed' to address transmissionissues·,-includinq.-, ,: .:' 
wheeling issues. The founders hope ultimately to broaden: WAXSCO" S 

membership to include both, IOOs and NOGs..' Therefore,: ,affi:r:ming .the·, 

municipal utilities' participation in these proceedings7 ,will',:assure
us that our transmiss.ion· and wheeling .. policies.. will, -encompass as,: 

• many of California's transmission' and generation., fac:ili ties as, 

• 

possible. .,: ". ,,' , ;,,,',, 
The"'basis of the munieipa:l util.ities" partic,ipation:: in 

these proceedings must be reeiproeal:rights andobl.igations. This 
meane that participating municipalut'i11ties: must bo prepared;to 
provide wheeling- service-, , where requested , on terms':and,: condi.tions, 
comparable· to the wheeling 'serviee . provided . them, by: :,partid.pating:,., ,:' 
lOOs:. "",-: '" ,:"-' ".'-,:,-:: -:.,',,,' -(:. 

_____ •• ':~ .:,,: ... ~.~"o' ',' , .... , •• ',' "',.," J:" '",I,; "~':,Io:' ~ :""'·"t'''"''''fll'ro, . '~,t:~~ 

2S For example, 29 members of the Caiifornia Municipal 'Utilities 
Association.(a trade association representing California municipal 
water , electric,' and, gas utilities ):provide electric<·service to 
about one-quarter of California's population. (,Comments of the, ' 
Northern California Power Agency and the City of Anaheim'for'the 
July l6., 1991 Scopinq Meeting, at 2, n. 1.) 
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'Furthermore, the. participation of .. municipal utilities,., ',:,:~': 
must not jeopardize rel'iable,_low-eostserviee.to·.the- IOUs,,~, .. ;: .•.•. }: ' '" 
rat~yers.' In this regard, .. we-:t!l.re' eneou-raged..to, note;; eertain,.. . . '.,' 
"guiQ.inq principles" endorsed by the ,municipal utilities in forming 
WATSCO. Under. these prineiples,utilities owning transmission ' ... , 
would have an obligation to add capacity where neeessary~to·, 

accommoclate firm wheoling- traneo.ctione, but. the' obliqa:tion.'woulcl be 
en a ttbest efferts" basis and. ~'should:-net place~, the utility's .. ,· 

native load. customers at an ,UXlX'easenab-le:£inanc·ialor-· oper.a:tional., 
risk." (Cemments of the Nerthern California· powerAgency.an~, the 
City of Anaheim for the July 16" 1991,.scopinq Meeting,.at",7.,) 

Finally,. if municipal·.utilitiesare to- participate,. they· , 
must share information on the- s4II'Ie basis· as ,the-IOUs.d, This ,', 

information would. inelud.e" amon~ other·,th-ings, load.sand pro'j,eeted, 
lead. growth· on, the participo.nt's. system, the. capacity .of<the~ 
participant's existing-transmission system and. the: ayailability of: 
surplus capacity, planned. ad.d.itions to the,participantls:generation
and. transmission facilities, and. the projected.~ cest of· transmission 

" 

• 

upqrad.es. (see alsO' Sections III and:,.III.,I above.)· This.' ... :.~ • 
information would. be updated period.ically, and would. be the basie .' 
for wheeling, services contracted. for during .. the update. cycle. 

As, noted. earlier, we do ,not have·.jurisd.iction ,over.~,:·", 
municip4l utilities, and the prol>lem o-fhow;tQ. p%:evidefor the 
reciprocal commitments envisioned, in this. transmission,·aecess .. ". 
policy is one of the major .,tasks,-to be -,addressed in· the next, .,s1:,age, "" 
of this proceeding. (See Section IlLS abeve.) , While the task is;,::'): 
not easy, it has been accomplished in other settings, such as the 
Western Systems Power Pool. 

IV. Current W.,iting List..£or PGiE TrAnsmission C,pacj:tv···· ,., ,H __ ,,,'" 

, '! ',:':; ~ , :.: ,"'. < , .': ~. : ~'I ' . 
" .' . " ._' .'~' :';' ,-., ... " ,'.',. ". " '.' .. : '·I~:. OJ ,~\ ~~~:" .... " .. "' _ ,~, ' '" :."r, 

An" ·issue ro.ised in. the.' Order ,;-Insti tuting,;~In,,:,eS:ti.g4.tion:is. "~{ 
what to de regardIng 'the 'waitinq'l'ist 'of 'QF8'a~ready';seekin9" '-~'.J . ,/:'C', 

..' • • • '. '. ' .', " , ... \ • • _" 'j. " .• : :; ".~' '~:' '" : .. ...!.. ... \;c ''*' ". "'. '.:' "" .~ ", :; >: 
• ', " • • j ,~ .. 

," ") ,', .. 
.', .,... 'j '.' 
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• allocation ,of . transmission,cap~C"ity .,in .PG&E ',5 ~:Nor,thern::,c.o.ns.~traJ.neC;i::;;r: 

• 

• 

area. The waiting list was created pursuant to orders in , .' ' .. ..1 :,: 

I.84-04~077·_ .. Therefore,. the.:resolution':of the o.bove .is.s,ue/,will be 
left in· I:.S4-'04-077,. whore the ~.is.sue will. be taken.,up shortly, ·~and .. ,'.:: 
will not' bQ addressed further 'h0re~/, . ,',,', . ,:,:,:";';' 

'."/ ~):'" ,I " ,,' I,' ' • 

. v .. . Negotiating Conference ',~ ••• ' ) ;,,~. '.' •• f, , " 

• " ~ • ,',' ,. ": : ., • I """ ~ • ~ .,\ : r I • I I 

We have always. intended to ·hold. evidentiary~:hearin9's, ,in" ", 
this investigation. Such hearings are, ,appropriate when the, :issues ,.'" 
are clear, the parties understand each other's position, ~ a~d we.,:;:;," .:, ,.: 
have a strong· sense of what the "key conflicts, are .• I We. arer,..,still 
not at that point" which is understandable:: .. given,:the,. complexity~:, of, : :.:> 

the subj ect and the importance .. and ~ f..u:-reac'hinqt· cMraCter. of:, the . 
changes under consideration. .... "':";; 

Today's:' decision moves.· us a. ,step eloser~ .t~. hearings:;- and ..... ~,: 
ultimate resolution in ·thi;s proeeedin<].;oo".: Two· things ,should::., Mppen:~ ,::,~; 
before' hearings: are set. First, , th&: :part.ies should1 •. consider the 
qoals and policies articulatedhere-,.. and\ modify .their ,earlier,.::, :. :, . 
positions" accordingly •. 26- The parties: may.' be helped; in: this.eff.ort::.;<. 
by information provided in the utili ties', . data" /responses: ~and ,.' 
presentations in the transmiss.ion. ·workshops. ' '. , .,:., 

• ~.,' I ~ \ 

Second, the parties ,should· have- ' an opportunity· to meet 
intensively over an: extended<period' to' narrow' the ... ,issues; and,,~ ,So:,:., , 

far as possible, develop, consonsus approaches.',.Ata:minimum, this 
should· enable us to focus.' the subsequent hearings on, 'a, 'l~mi t.ed 'Y ~; ,:''' '" 

, . " , .", .... _. 
, -;~. 

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

26- Two other decisions that may affect parties' positions in this 
proceeding are our decision on the proposal to merge Edison and 
SOG&E (D.91-05-028) and our decision on investor-owned utilities' 
participation in the California-Oregon Transmission Project. 
(0.91-04-071.) 
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number of· issues, and on a ·limited\num.ber,of ,pos:itiO<ns:on '~.tho,s~:.:,'·'>:::: : 'j 
issues. '. " J.' 1,1. ... 

", i,", 
,/:. , 

'Acc'ordingly, the parties ~are invited '.,to·serve,' COl'lUl'\ents:; .. :.: " ' 
responding to'today"s decision .. •· A:'party"s comments ':s:hould·;.:j.nciicate "".: 
any changes made (for whatever reason).'to, its '" original 'posit.iou-, in , .:. 'i 
this proceeding. Parties who have developed a common position are 
encouraged to file joint· comments or.otherwise indicate their 
agreement. Parties are also encouraged to indicate major areas of 
disagreement with'otherpoBitionB;:taken., in: this. proceeding.' These 
comments should' be filed:and'served··no later than Friday,. ,~'.'./,'. 
December 6,'199'1. . .. ' --... '.' 

':;We-:will then· convene" a" negotiating conference . .;:The:: .1. ,l,. 

conference will:· start on Monday,' December 16, '199'1 and: continue ::,:as .. : <': 

set by the presiding officer (see' below). 
Generally, we give leeway to the: conferring:' parties on 

how best·' to· use conference 'time. However, our. experience.' ,wi th such 
conferences leads us' to set' forth,:. .severalrules,. as, follows:. '.'. 

A person to-be designated: from.:: our Strategic: Planning,,·, .. :: ' 
Division or the Commission··Advisory and Compliance Division should. '.,' 
act· as presiding officer •. The presiding.officer, in, consulta,tion .. 
with the conferring parties,' may hold; preliminarymeetings.1t .se.t 
schedules, adopt conference procedures.,. organize work:i.ng, .. 9X'OuPS~" 
and inqeneral' take' whatever 'procedural .steps.seem: usefu'l.:and 
appropriate'to- facilitate the work of the"conference.; '., .,'" 

The: Bettlement' rules. 'in, our • Rules) of Practiee:: ,.and :::"" 
Procedure' . apply to: the' conference and·, to, our '. del'iberat ions ;.:on" the," '..: • , 
recommendations of the conferees. Parties should particularly note 
Rule 51.9, which is designed to promote flexibility and free and 
open discussion by ensuX'ing that a party's materials and oral 

1"' •• T.' • 
'., I' ~ •• 

,,:., ~)«~.' '.:,:'.:"'<:' 1'>"::':.'( .. ~~,)!' .. ;~ ~), ',( ,<,)~)::-J:-' 

:-: "':" ~"'; .::. -' ... : ,;. ~) .. "I.:, ':::) I.} .~: .:--: I ' ,~~:;!~ \) ..... .:: Ij _.:. (.~ " 7 '; ~~ ~.~:)(;. ~i 
; ;:~ ~, • \ •• ~ -:' i ; • ; .~,~ :; _ i:', ;. :T~ ", ~: <~ ,~ .'" /.i " .t'r,~,:: .~ ,L j": (,; .t .:: :.".\ \"'" ..:~ :) ,:. ':" ':::..:: .':: 

•• .-.:, ."' ..... ,. ' •. :.,1 .~; " .-: :: ~ 
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presentations at· the eonferencecannot: :be:'.used'. at~.'.S:\lbsequent~,., ;':,.' :,:,,:, I'; 
hearings unless the participating parties~ consent.·.to'· such~,use. 2.'. '\/::".:; .. 

Starting Deeember16, 1991, . and for' SO'. long: as\,,the-'.;:, .. ,;: .... :." ' 
confe-rence continues, ex parte communications between the·. parties .' 

I" ,~ 

(or their agents) and Conunis.s.ioners.,.·Commisioners' .. advisors, :or . 
assigned administrativelaw'judgesare .proh:ibi.ted~, ,This .. is.\t~;,:,.:: 
ensure that the negotiations are conducted, heacl-to-heac!:·"not·; 
through a triangular relat.ionship between'parties and,,:, ..... , >; 

COmmiSSioners. 28. The presiding- o·fficer should contact the ,,' 
assigned administrative law judges onany.matter arisi'ng.dur:ing -the,: 
conference- that requires Corrunission direction... ',. ',:~,:' 

Certain subjects of this. investigation are-, unlikely to- be.::., .. ' 

£rui tfultopies for negotiation • We', do not.: anticipdte ;.tha.t :pa.rties::. 
could agree ; for example,' on the 'jurie.dictionalquestione:,: "and., we :,' 
are uncertain what binding ef·fect such .. agreement cou·lcl· have ,even if· 
it were redched. Indeed, one of the chief 'functionl5 ... of· ,the. ',' ", 
negotiating conference is to help us' make s.ignif·icant progreSs. _":: ,'" :' 
towards broacf transmission accessin.the-absence of:a'definitive 

'.: .: •• _;:~ ..... " I) ,.' : " ,. .' .,: " , •• ,' •• ;~':~ .. !..,'~ .~. ,~"':.:':' '~":,:,. ';, ~:\ ~~ .. 

27 Rule Sl.9sAys. ."No, discussion", admission, concession or"o,ffer. " 
to stipulate or settle, whether oral or written, made' during" any' " . 
negotiation on a stipulation or settlemen.t·shAll;be~subjeet;to. :,,' . 
discove~, or Admissible in any evidentiary hearing against any 
participant who objects to its admission. Participating parties 
and their representatives shall hold such discussions, admissions, 
concessions, and offers to stipulate or settle confidential and 
shall not disclose them outside the negotiations without the 
consent of the parties participating in the negotiations. 

"If a 'stipulation or settlement is., not. adopted by the;. , , .. 
COmmission', the terms 'of the proposed' s.tipulation or settlement 
also inadmissible unless theiradmiss.ion': is. agreed to· by all,· • 
parties joining in the proposdl." 

, ." ! 

28 We have- occasionally used', such,: liDU.ted, restrictions·' on ""',., 
ex parte communications where circumstances warranted .. ,/:See-',: '&.g'.'" . " 
Ordering Paragraph 8' of D .88-11-030, mimeo.: pp.9'-10 •. :, ,: ;";""~ .,'. 
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resolu:t,ion~of the' jurisdictional issues.:.' (,See': ~ct.ion.:,III:.h.,-.~:,. ,:,:.\ :', .... : • 
above.) . Also, '. :although' the parties' can .certain·ly· make : .:)";' ".; '. ~ .. :. ',:: 
recommendations· on· what procedures. and forums i :need' to- be-: c~eated at 
this Commission in order toimplementtransmission,acces.s,)we,mus.t 
decide ·tlls··for ourselves .. 29 ,parties.:should not .make' ,their ... 

, " '" ,. .' .. 

substantive proposals contingent on ·our:aeceptance·o-f:" ,their:.:, "":' 
procedural recommendations. on.implementation. 

Subject· to the .a.bovereservations, all of. the., isS;,ues . 
raised in this investiqation:are on . ,the. ·table at.the confer.ence .. 
Specifically, we reject proposals oflJome par'tieS: .. to: deal:with 
transmission cost allocation:issueseither before, ,or .. af,ter: the ." 
transmission access. issues,. It\is clear ,that di:fferentparties 
attach di.fferent importance to ·the various, is'sues·. ",To .deal,now 

, .. ,. ". . " 

. "':. 

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

with'some issues, while deferring : others, would . "ine..,itably ,empower '" 
~ '- < • 

some parties relative ;to others at· the conference .• ' Neg.otiations 
are more likely:to be fruitful when ,the parties., so fa~,.as .. _.~: 
possible r have equal s~es in the,.outcome .. 30,::..;.,.~.""""" 

ORA, PG&E, SDG&E~ and Edison .s.houlci ,be represented: ,at the. 
conference by persons with substantial authority, i.e., their 
representatives should be able to make binding commitments on 
behalf of the respective parties they represent. We ask other 
conferring parties to delegate similar authority to their 
representatives.'. This may' not.be possible for . some :governmental 

• , i ",: ~ • , .', , , " _ I .,:" :. ( ,~ ':". :,:- :~ I , .,.' ~--: • " 

entities' (e~.9.,: municipal utilities)". 80 we aek:.that their; ... :.: . 

.. 

, ( ., ~ .. , , .. , " I:~ , 
." " ., ...... ",I, 

• ~. ',.' ~u • ~ • '·\'4~),.} '':, ,.') \ '\.:"':" . \/ '~, ~\;.; ,. J~' 

~:":~,::-:-,'., :::.~'~-I'/ ::/:":-',,": ... ~~':, ,.~~'<'''II::: 
... ~ ::' ... ~".' .. '1-;',' ::,(,:~I"','): -~:: .• ' .',,"~" ::o:.'"':~:~·) 

29 An example of such.) a . recommendation-'.is : that~o£:Edison.·.to .:.' 
cre4te a· ""Preliminary Certificate of:.;Public:Convenience ... and .... r::, •• _:;:c·:":":: 
Necessi ty"for certain. transmiss.ion:;·upgrades. .'. '. ~ .. ''::. -' .. I.;';: , : : .. : ;'::) :" :':': . '. 

" 

30 Nothing in our discussion is intended to liInit th~'p~e~idl.ng"· 
officer's discretion tool:ganize the. conference,~.,in, any:,waY,that-. '.' 
seems" productive Md ensures ·.that· both transmiss.ion acc~s:s;,and., eost::., 
allocation issues. are covered· .. , ". '":~C, :::).:,"~; ... ' . ·~.I·~ :.~;:: . 
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representat1.ves be, empowered at,':"least'to make"reeommendations-:.on,;,:;,·,";" 
behalf of the entity's staff;' tot:.its . govern:in9":body~ ':'~~ "<:~.i':: '(-':::""c ,:: ""':, ',> 

We <io, not .'~ prescribe', ho~ the" conference: ,is"''' ,to' votec; or, ; ,-
otherwise ratify" its resultsi):)ut"whatever thelprocedure, .. \ the. onus;~",,', 
should fall, on o):)j'ecting part:ies.:to make their' o):)jectiondrnown: '.'" ~_) 

., Absence (or s.ilence):' is. 'assent.: : • ,~ < ,', .'.' -. '.' .. 

6" "'.," 
': "I . I,,' 

VI.. Comments on GEe Findings. "":::' ",:" " " ;e.::".;,:,:,: ... '" .• 

In September,' 1·9:9l,:'··the.\ CEC< ,published ,its·: draft,.:report, on :: 
'''l'ransmiss-ionSystem' '",nd: Right'of.Way,P1Ml%l..i:nq ·for;',the',,'19:9·0s,::and:~:. .::' :.' 
Beyond, .... 3.1 ' The report responds ,to--:Senate'Bill;-' .2:4:3];,' (Garamend..i,.'.,::>:",<: 
1988) . and', addresses many, of, theissues',of <transmiss.ion access",'and'; 
cost allocation<that are the:subj'ect' oi:,this. investigation;:;..:;:,,: "."" ">'::, 

TheCEC ha~ tentatively ,scheduJ;e<i!.its. ;adoption,·-hearing,: ,.:: ~ 

for the report on October 23-', 19:9'1·" after receiving written~," '." .'.:: 
comments through Octo):)er 7. We have analyzed the draft report. and ' .. , 
have su):)rni ttedw:ri tten comments. ·However, ,wetake'"this:.opportuni ty 
to aCKnowled:ge:,the' excellent, work "that has.: gone'into"the, report. ': . 
We are also gratified: to. notethatourperceptions".-regarding.) ):)o~' 
the nature of the problems ,and their solution,',are·'ilvmany::,:respects".:;-: 
close to-'the:CEC·'s..' "."...:,::,': ' v,':. 

The CEC""s major findlngs ·are set out in Chapter.1 I:Ii of ':.the:'" 
draft report~· We comment below' on,:, severa:J;..-of, the'se. -.'findings • 

. , COox:clinatecf 'lAansmission Planning.;..'. The :draft.xeport, ... ' " 
endorses development of· an'· ":"indus.try-s.ponsored 'transrniS'sion: . 

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

" . .', .-
. _ t, 

31 AlsO',. cn. September.12,.. ,l991" ,Edison,..,submittedar ... ~Axnendment~ ... ,', 
to' its original 'resp?nse to, the Order -Instituting' Invest'iqatl:on'· •. - '.', .. , 
This eamendment ,(with,·such· further :'changes;as' Ed.ison':may·~wish to " ~"\'c~';, 
make) should be made part of Edison's .,comments .. responding ,to.. I' ". - .. --r' " 

today' s decision. (See Section V above ~)' .. Wherever we ref~r"in . the-' 
text to Edison's position, the reference is to Edison's original 

• response. 
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association,: for ~ Cali·fornia •. '.'.:: ,The:;' purpose .wou,ld·!·be: \ to< ensure'.'> that,,'·~ ,'" ,':;: 
electricity buyers and:sellers',havenondiscriminato:rY"'access to ' ..... ' .... : 
wholesale)power markets. through: "coordinated,::: transrtission ,·'i· 

plaruUng." .. A coordinated' planning:process .is· one in. wh·ich..::'all .,' 
affected' or: interested parties· can examine-: the· info~ation, . ';i 

assumptions and tools that utilities use-,·to·. determine-: ·the;.) . 

availability of transmission capacity, and the need for and cost of 
transmission improvements. .... · . :-., .. ' ...... ,." .... >.':; .. ", 

This proposal is close to what we have set forth in this 
Interim:. Opinion.:: ... We emphasJ.zethat:; coordination<does;Jl2:t. ;require 
any transmission-owning entity to.' ·s.urrende::, i ts'planni~gau:tonomy.., "" 
Coordination:does require an ·agreed-on planningeyc'le, .publication: 
of the resukts, And. assurance' that the results for .eaeh-,entity·.are 
adequate for purposes ·-of the proposed,transmission' ,serv:-ices.:.c .lThe· _ 
latter -requirement probably requires. 'both-completeness: .of,the data 
provided. and consistent use- of terminology among, ,thep-lanning' 
entities.;) ": 

.. , , 

. ,CQst-b.ase<i; ·Rate$.. . 'The . draft. report'recommends:.tha:t.,the 
transmission:' association- recognize- certain guiding princ'iples,; on: '. 
pricing, access ·services. •. 'Generally,. these-services,shou,ld . be: " ' 

provided under rates, terms, and· conditions to .ensure: ... that; "one;. 
utility'S ratepayers (do not) subsidize the transmission,seryices 
provided· to other utilities or nonutil·ity.generators~:.~~ .~. ,'" 

.. ; . 

','!.,-

. " 

Specifically, according"to the-.draft-· report,. t:r:ansnL:ission-_-:, 
service should get .a priority commensurate. with· the-,COS1;,:.<?f' that 
service, and the "c05t"of theservice,:should include. "the cost of; >.' 

lost opportunities, provided the utility can demonstrate or 
othe~se justify those costs." Economy energy purchases may 
sometimes be foregone to accommodate a request for transmission 
service, .creating an opportunity cost for which '-the transmission 
subscriber should compensate't the se:rvice provider. 

We share the concerns and general outlook expressed· on 
these point's in the ~aft':re~rt,;,,·:<,{C,f. 'Sections·:rXII::C··'an'd' II:I.G 

• , _. .. J. ",'.. • - ,., , .• '.,' . t, \ , • • .' • '. 'i ..-..: ,.' .. ,.... ,_ I ,; :', " ... :'" "" ,~: I . ": ": 

above.)' Nevertheless, ~we . ,think·caution :;'is advisable -~when <.:turninq , 
"opportunity 'cost ... theoxY·:into·pract'ice;. .." '. ',' ... .... 

. • "'" "" .. ' .,; -, •• ,'1 ':-. ': ; ;.\ 

,'., ... , 

. '.''"
",', . 

," '"', ..... , '.' .,. 
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. '. First, the'existence 'o£>surplu:s... power. at, any: given.: time":: ,".)": ,\ 
and place does not necessarily imply an '·opportun.ity-",.'"to' be:),gained~, 
or lost.' For- example,' there might'·:rlot. have been-a (su£fieient 
assurance regarding the price 'and,availabitity,o'f:such,power:,to:, ',' 
economicallyjustify maintaining' 'transmi:ssion capacity -to: move-such ,.:) 
power when i t<mater ializes. " In other words, the' transmis,s.ion:, ' 
subscriber should-' not have' to- pay', for -a,: "lost opportuni ty"'>that ,the- :~, 

service provider would not have had anyway, or that '"might- ;cost more::; 
than it' wa-s'worth. ,," 

Second, the service providers: not only ,control: the:.-:'" ,! :'" 

transmission facilities but also,' the 'information, 'aboU't;"how: ,the'::., "," 
facilities are- or might be used;.·: In, ·these:circumstancesi,': there> is"," 
considerable danger that market power could: ,be':,exercised",in,-the-" - ,"'" 
guise of ... opportunity·costs.·... ,",', ;\ ... 1,:, ... ' , .. :~_,,'-<.;,':." .':~ .. 

Conceivably, "opportunity costs-"', could be,:-pro:jeeted:·and. ~:. ',,' 
revealed, along with other information oboutthe service provider's " 
resource plan and wheeling capability, before subscript±onu1:~ the,; .,',' 
service'. This projection would be speculative "at,:.best>,. because the 
service-provider might have to 'forecastshort-term:'transaetions far 
into the future. 32 t ',c"_.,"'~!-}_ ,'''':-' 

In short, the·concept of·a· "'lost,opportuni"ty,~ eomponent 
of cost-based rates' has some appeal.;· . However,. implementing' ,that' .•. :' . 
concept in a way consistent with, thQ objectives' -supporting it:-wiil 
be bard. We are open to proposals regarding· this and "other, cos~-.:!: '.~ 

based" priCing concepts. The 'goal. is;'fairness to- ·all,.ratepayers, 
both of service- providers and of' transmission,: subscribers .. ' .,We' ;',.. '::,', 
should also bear in mind, that under the transmission access -",' ',' '.',':, 
guidelines set out here and in the draft report, a uti'lity:.:may. be,,.. ,', 

32 In Section III.E.2 above, in the context of line losses, we 
accepted PG&E'S assertion that NOGs may sometimes have positive 
impacts on the transmission system. The same theoretical 
possibility exists here. In other words, over the long term, the 
~ransmission provider'S ratepayers may prefer revenues from firm 
wheeling to cover part of the fixed costs of the transmission 
system, as opposed to occasional fuel cost savings from purchases 
of surplus power. 
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and probably: often, will be,' both-'d,.provider·of ·and'.;s,ubsc:,riber to 
transmission.' service.. : " 'J ':~." " .' ' • "; ',:: ,.: ,:,' ,'<>' '. ' 

.~.' ) Sinding Dispute: Re8olutjon .. ·;: 'l'he,draft, ,repo:t:t~. says that: 
one aspect of the' organization .the-CEC envisions' .tt>:' ,promote: ' ' 
coordinated: planning and nondiscriminatory acces,s ,would be, a:.;, 
dispute resolution 'mechanism ,that wou-1d,be ,binding, on: the;., .. ~"' ... 
organization"s members.. The CECmakes some ·recommendat,ions ~on; how 

't .. _ • 

such a mechanism would work. , .. ~ ,.", ,', " ':. 

In this investigation, we have not focused,on..cl.ispu:te 
resolution. ' However, our preference-,for open· access.,tarif,£:s over 
individually negotiated contracts ( see Section III·.:F::abo,ve}, :i5,. '.' . ,: 
premised' in part on our belief,·that tarif·fed· serv'icc:would prov:ide: . 
greater· assurance of .. accessand, invol va- fewer disputes.. ; ()ver ,::whether . 
the transmission-owning utility was dealing fairly. ,_If:,.t~e;, .~':. 

utilities. do,' not "have open- acce-Sf!· tariffs ,;; the need ;£ora.;.:d;ispute 
resolution mechanism is to : that extent more compelling. , '. ":'(' .. 
Finding of Fact .. ,,,,, ,-: ".d' 

. 'l'he foregoing goals. and. pol'icies".constit1l:te".,a ::reo.sonab:le .. ,: 
basis from . which the- commis.sion can proceed,:in this ·inveS:ti,g~tion./', , 

," ' 

Conclusions of Law '~: .. :;;.; . 
, l;.The parties' should .consider the:;90als:;and:;poliei.~s 

articulated:':above, . and should'./file, comments··.responding",~.to .,today'S;,:, 
decision. 'l'hesecomments should be filed and served no ,later than. .' . , ..'~ . 

Friday,.. December'6, 1991. ',.;;- _, ,';:'" ,;.: ,:','-",," " 
\ 2. . 'Because the, parties ~ , .. comments,', are to be,::filed and:;served '., 

no ,later· than"December 6,,·~1991,., and.:. beeause a, negotiating,.'::.:::: .. :: ... " .. 
conference in::, this· : proceedinq is~' imminent, "this; order·. should :. be.,,: : .. -, ". 

effective:today.~· -:;...., "',"~' .. : "" :.>,,',; ,; ..... ~ ',.:., .... ' 

.. '" ..... 

..•... '.""." , 

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

\ '. , .... 

- 4S -

- ." ,oo- .... 

~. ~:. :,'.-;','" :.: :.,~",' ~<) C~..::· '"::' r~ , .~, '."", ': ""v 
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'"j' I ' I L ~. , • '" , , " t' .' ' 

1. 

shall be 
2. 

IT IS. ORDERED·' that: ". . 
The parties' comments:· responding': to· today"s: deeis"ion.:: . 

filed and served, no·' later than Frid4y,'Oecember:,6:; '19:9'1"." 
The Commission will convene a negotiating confere'nce in 

this proceeding. ' The conference-· will, start, on Monday~".:, 

December 16, 1991 and continue as set by the presiding officer. 
The Oireetorof the Commission, Advisory and Compliance Division, 
the Director of Strategic Planning, or their designee, will act as 
presiding officer of this conference. The presiding officer may 
hold preliminarY : meetings, ' ,set;. schedules, adopt conference 
procedures, organiz~ work groups, and in general take whatever 
procedural steps are useful and appropriate to facilitate the work 
of the conference. 

3. The settlement rules of the Commission's Rules of 
Practice and Procedure apply to this negotiating conference. 

\ /.~,.: ~ .~ :~: : : ::~ ~~.:> ·1 
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4. Ex parte comrnunications~"are px:ohibi ted starting 
December l6, 1991 for as long as the negotiating conference 
continues. The presiding officer may contact the·.:ass.igned .. ,; 
administrative law judges., on, any ;matterarising during ,the,·' 
conference that ::equi::es 'Commis:sion direction. ,',' .,' ,,' ,":.. '. 

This" order is effective·.today .. " " '.I';" 

Dated October 23, 1991" at,,· $an .. Francisco.,'"California; .. ,.: J" 

. \ . . 
< :~ "_ ''I- I,)., ~: "'" T' ,I'. 'c i" 

;f ,'.. ; .', :';'1 ... \':':~. <,',: ~J.'. '.~,:,~>J·""t"':. f
j
', 'q,' ,I,t 

PATRICIA M. ECKERT 
':, ":,:,, .. ,,' , :'P1:es'ident:;o:, ~:', ,~~, ",":: 

, ,. ',I ,JOHN~; B. .OHANIAN ;"" : .~. :: 0 ':'.:, .:, ~. : .. /:..; c 
. .' DANIEL Wm. FESSLER. .' " 

~. .i ;),. ~",~) .. NORMi\N'-~ 0;:;.\ ·SHTJMWAy~-,n,.lo.n\.". ~ .. ', ,; 1. :.) :~ '~J;~ 

1"-. ,"/ .,...' .:.... . x';, ,;:'"", }~:;:r Commiss;ionerso ,:~Y: :'-::;'1:.,./:;,;; 

" 
f ...... ,~ ." 0.., 

... ' ' . 

. ' . .,. ',.. • ~. < .. 

P17 
.~... .... 

" . 
.. "~ , . 
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List of AcrOny:m,s 

- Biennial Resource Plan Update 

- California Energy commission 

- California Energy Company, Inc. 

- Century Power corporation 

- california Power Pool 

- Destec Energy, Inc. 

- california Department of General services 

- Division of Ratepayer Advocates 

- California Department of Water Resources 

- Southern california Edison Company 

- Electricity Report 

- Federal Energy Regulatory Commission 

- Geothermal Resources Association and Independent 
Energy Producers Assoeiation 

- Hadson Power Systems, Inc. 

- Invostigation 

- Identified Deferrable Resource 

- Investor-owned Utility 

- Northern california Power Pool 

- Northern california Power Agency 

- National Independent Energy Producers 

- Nonutility Generator 

- Pacific Gas and Electric Company 
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- Qualifying Facility 

- San Diego Gas & Electric Company 

- Cities of Anaheim, Azusa, Banning', Colton and 
Riverside 

- sierra Pacific Power Company 

- Transmission Agency of Northern Calitornia 

Trans-Pacific - Trans-Pacific Geothermal Corporation 

WAPA 

WATSCO 

wspp 

- Western Area Power Administration 

- Western Association for Transmission 
Systems Coordination 

- Western Systems Power Pool 

(END OF APPENDIX B) 
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APPENDIX C 

GLOSSARY 

As used in the interim opinion in I.90-09-0S0, these terms 
are defined as follows. 

o Nonutility Generator (NOG) 

- A QF or another independent producer of power. 

o ~nsmission Access 

- The ability of NOGs to have their output transmitted 
along a utility's transmission lines for wholesale 
delivery to the loac:l center of the transmitting utility 
or another utility. 

o Power Xntegration 

o 

The transmission service performed by a utility for a 
seller of electricity when the utility transmits the 
seller's output from a point of interconnection with the 
utility's transmission grid to the utility's load center. 

Wheeling' 

- The transmission service performed by a utility for 
another utility that purchases the service in order to
take c:lelivery of the output of a third party seller of 
electrj.city. A given seller and purchasing utility may 
need wheeling from one or several utilities for purposes 
of a given purchase. 

- 'Wheeling-inN is a kind of power integration, consisting 
of transmitting power from a seller outside a utility's 
service area to its load center. 

- WWheeling-outN is wheeling from a seller located within a 
utility's service area to another utility. 

- NWbeeling-throughN is wheeling from a seller located 
outside a utility's service area to a load center also 
outside the utility's service area. 

o Upgrade 

NOTE: 

- Construction of new transmission capacity or expansion of 
existing capacity. 

Depending on the context.. the term Nutili tyN as used in the 
interim opinion may include lOOs, municipalities, special 
districts, and other entities selling electricity at retail • 

(END OF APPENDIX C) 


