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ALJ/ECL/p.C 

Decision 91-12-'043 Oecember lS, 1991 

In the Matter, of the Applic,ation ,of ,) 
SOuthern California Edison Company ) 
(U SSS-E) for Orders: ) 
(1) Consolidating this Application ) 
with Order Instituting Investigation ) 
No. S5-11-00S, (2) Approving' a:' '~) ',-, 
Proposed. Settlement Between Edis.on",,) 
and c;eo;;"Ene'rgy PartIlors'-19S3, Ltd. ) 
(Successor-In-Interestto Steam" " ' ) 
Reserve Corporation), ,( 3,) Dismis~ing ) 
with Prejudice the Petition Filed by ) 
Steam:·' Reserve Corporation: on·'" " ) 
August ,2" 19S5-,and, (4) Authorizing ), 
Edison's Recovery in Rates of ) 

, Payment$' Made· Pursuant',' to the Power' ) 
Purchase Agr~ment ,Included in·,the ) 
Proposed Settlement. ) 

----------------------------) , , " , "., ", ''''. ' : "', ; ..... ,- ) 
Investigation on the Commission's ) ... 

. : >'M(lrre'd":~)-':I;''':' . 

DEC· 1 a~ 199), 

" ,',·r lll .. , <. 

Applicatiori,'9:l';"06-0'2'O' ' . 
. ( Filed·; June ,,!.;l ",J-:9-9·1J. 

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

.~,~ ,' •• "', , < , •• ; ':' , -

:- 1! r I" ,- I,' 

ownmotion,,:into.., the desirability o-f'<) ." , 
power purchases from, cogenerators, " )." . ." I .85-11-00S.",.·, , 
and small power producers located ) '(Filed Novembe'r 6'~"1'98'S), 
outSide of .. thepurchaser'~s service ) .. ' ,"": ' ',.,',.'." :,' ., ' ,,,., 
area or. outside of Ca1iforru.a, and, "') 
the terms' and eondi tions which '., 
should be appl'ied to such purchases . )' , ",' .. ' 
_________________ ---J.

'

, ' 

~,., 

Summa,a. ,'"' '" '> 
" I .... "_ " .. 

" i' 

,\, "",j'," 
, ,," I~" _, " I ;_, 1 

~;, I,) 

~hi~ ,decision approves ,the .set:tlement agreemen:t::between,) 

SouthernCalif~~a :Edison. C~mpany:,(Edison), Geo-Ener9Y~~Par:tners.:,:,; 
(Geo), Geothermal Drilling, Ltd., ,and Steam Reserve Corporation~:,'.~· 
(SRC). The settlement agreement obli9'-:tes,Edison,te>:,pl,J:%'cha:se 
electr~citY.9'enerated by.Geo',s lS megawatt (z:m) ·,power project in 
Fish Lake, Nevada, pursuant ,to, a ,power' purchase agreement'~: (PPA) ," 
modeled ,after Edison's ,Interim, Standard Offer 4 (ISO 4)·.;:: ,'l'he terms 
of the contract are found to be reasonable.. Edison, ,is "authorized; , 

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

to recov~r ,payments made pursuant to, the settlement agreement"under 
its Energy Cost.' Adjustmen.t Clause (E:cAC) " S~bject' 't6'- co-n1missI~~ 
review of Edison'S exercise of its' righ1:~andOb-ligations,''llrider'the 

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

contract. . ' . , 
;s.,cJ{gxOund'· , : ( " ," 1,' ;.' I," ".'~! .. ' • i ,'.': " 

• I ' ; • '.' ':" • 1 ' ••. ~ ~, • 

S1!C' $ NMC)tMtions with J;:di.S9n ' '~' .. r "'" " " 

In 1982, SRC contacted Edison ,regarding ,the': :util:i'ty"sJ', 
potentio.l purcho.se of power producod .. by SRC at :,a ,rec~~t.J.i",-,-, ' " 
discovered, geothermal site in Fish Lake, Nevada. 'The-'site 'is', ," 

• '. I ~ ,. 

outside of Edison's service territory., Edison, indicated. it: would: 
be willing to negotiate a PPA if SRC'obtainedfrom Valley Electric 

• " " J • \; "/.' 

Association (VEA), the electric, utility sorving, the' Fi,sh,·take, area, 
a commitment to wheel SRC's power to';Ed'ison's' point o'f"~'),'. " " " 

• • I "'.+ • I I , 

interconnection. 
After determining the project to be commercially, ' 

.. • :'. '. • j, ' \ l' "i., I. ~ .- I " , 

feasible, SRC pursued wheeli~g arrangements with" VEA and: renewed" 
discussions' about, a PPA with' Edison.' In November' of "19'8:41'; SRC 'sent 
Edison a written proposal to' enter' into' an' ISo" 4·, co~tra'et: .. '-::Ecti:~on 
did not prepare a PPA in response: 'but reiterated.' that: SRC:: must 
first obtain a commitme~t from VEA,tO- wheel 'SRC'~.~power:.'sRce was" 
unable to obtain a commitment satisfactory to Edison prior, to-
April 17, 1985, the effective date of the Commission's suspension 
of Edison's ISO 4. On April' 16-," 19 SS-,' SRC mailed to Edison a 
project su:mmaxy consisting of the first 4 pages of Edison's ISO 4 

. . ~.i 

and a check for $72,500 as a deposit for interconnection study':"', 
costs~ 'Edison'did not cons:i:der:thfs'suffieiEmt to:~'estab1ish a 
contract or' SRC's'r:i:ght to an: ISO 4'; Edison' returried!the::'cl'ieck to:; 
SRC~-

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

On Ausust 2, 1985,', SRC filed': a' 'petition':.lri' 'Appiieati6n~' 
(A.) '82-04-044, et 0.1.; seeking"'an;order:'compel1ingEdisori:<to enter 
into an' 'ISO 4 contract for power'generated: at' SRC "s;Fish~ Lake ,:,,', , 
geothermal site.' In'the petition) SRC'alleged that "it";had.::;' 
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sufficiently, manifested', ,to ,Edison,i~:~i;nt~~ti~~' '~~;':~~e·6~te~~~~.J'~,s'b, '4 
," .. '. .' ... j '.' ._ .' , , • , • • . ! ,.' _. ',,' .. ' • '. • ,_ I ~ .. _ • " ~ , I .... , ,,' ....... .... J • )- .t. .. .', _, . '\ . . 

contract and that its ,ability t~ execute" an ISO', 4, c:,ontract was . 
, . • ,I ' • .' • , ., .. J, .. .' \ , ,.', ) I. I, ~ \.' ._, ",/ •• ~ 

impeded by circumstances beyond SRC's control. Edison answered 
•• . ..' ' . . . • ~ '. ,..' .' .," • '. , '\ " .i > I • ,:'. ...' : 

that it was not required t~> execute,. the, contrac~ pec,ause. i,n. ,,' " 
• , .. " .'. I •• " ,J .. , •• 1 I. , 

Edison's opinion, SRC had not formed an, ISO 4 contract, prior to the 
',' l. " ,-' , " \..' _,' .. . •• ' 

suspension date and SRC had "not demonst,rated the ,ability" to, "deliver 
• '. • I • , • , • ,.I • '. ~ ." .. ", • >' , " , 

power generate~ by the project to the Edis,on system":., ~he.:~petition 
was aSSigned to Investigation (I., 85-11-008, the Commission's, , 
ongoing investigation into the, term~ and condi tiOrl:3Und~r, ~h.ich, d'" 

•. I 'j • ,,' 1 ,'~ • \.', I, ~ , 

utilities, would, be required, to purchase power from ,out-of-se,rvice 
territory ~a,i.ifYing faci'litie~ (QFS)-: 1 ", , "," ':, ",','." 

Beginning in 1985, ,SRC and Edison ,undertook substantial" 
> ' /' ,I .', , r, ' '.," . ! , ~ ~, " ' 

discovery,. includinq the, deposition of all major potential: ,," 
'. .' , ;.' '-,' "j.', ", ,) 

witnesses. . In 1990, both parties serv,ed prepared, tes,timony .in 
. ' .' '\ .. -) '~- .-" 

anticipation of hearing in I,. 85-11-0,08. Ongoing-discussions 
bet~een the parties evolved into, settlem~nt n~gotiations .,','A, 
settlement agreement was ex~c'ute'd' by , Edi~'~~ a'nd ~~~' 'on ,Ju~e', G, ~ , 

• ' • I.' i , . .' ' 'c' " • I • \ " I, > ,_.,JI I, "'. ,,'~ , 

1991. It recites that Edison will execute the negotiat~,d ~~A, ,uP,0l'l" 
a final order of the, ,Commission approving the s,ettlement", agreement, 
that Geo, will a~~an9'e fi~ 'trans'po;tation, t,o 'Edi~on'~3: ,p,~int of 

• < J ' , " \ " ,I. 

interconnection, that Geo will bear the, cost of transportation and 
,!' t I,' ,. , ' . ,,...,', ' • 

. ,,/, 

, ,: l", 

. .. .. '. I,r -"."",1 

1 ,Decision (D.) 88-04-070' re$tructured: I.. 85-1,l-00,Sto aJ:low" for' 
review on Do case-by-case. ,basis "of out~of~service ,area, OF,: \' ",' , ,,' .. , 
interconnection to interties or bu1k'transmiss'ion 'lines 'wh'Em;'such ' 
interconnection may result' ,in the" displacement ,of," economy-, energy~1 ~ 
There have been only two such reviews I the. above-referenced ' 
petition of SRC and the petit'ion of Yankee Caithness Joint· Venture 
for Modification of 0.88-04-070. The latter petition was;reso.lved. 
by 0.90-08-046. 

, .. ' :, • I ,\ . 

2 In' '1990',. SRC ,transferred its, interest, in the: Fish:, Lake .:Pl:ojeet 
to Geo. Gee is the successor to SRC ',5 ,sole and exclusiv:e" right to" 
manage the proj'ect' and to enter into agreement's for the purchase of 
power from the project. Geo is also the successor in interest to 
SRC with respect to the petition pending in I.SS-11-008 . 
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••• , ••• 1 .... ' • ,,," 

any necessary upgrades to the Edison system, that Geo wi~l meet 
• . ' •. L' , " " ' • , • '" '. , ". 'f " J' I.',' h. "., "",,'.t 1''''... f"~ _: ~ 

specified' 'transmission development milestones,' and 'that, 'Geo'will 
meet Ed1son's applicable' QF"mile'sto'ne 'procedure'~" By:t.hi"s ;;: ~.-'. " ,":<: 

agreement/" the parties' would~' a15'0 sett.l'e 'the'ir' d'ispute' :and~ ;"'. . , 
terminate the:' pro'ceecl:ing pending' ill" I~8S':'11-ooa::' , "C: "',' " , 

Prior to filing the' instant application,' 'Ed.i:son." and Geo < 
conferred" with tho Commission's Oivisi:6n of Ra:'tepayer; :Advocates" " 
(ORA). ORA indicated' that:lf Ed'ison wished to confirm'the~" . 
reasonableness of its paymEmts under th.e' propo:sed' PPA: for: "ECAC' rate 
recovery" n:ow~ rather than' waiting 'until the' paYments' '~re/sul>je6t to 
EcAC reasonableness review, Ed'1son would"have:"to reqUost:' a finding; 
of reasonableness in an applicat~on 'filed concurrently with' 'the 
proposed settlement agreement. 'DRA relied on Ruie S'l.l'of the 
Commission"s Rule's of Practice and Procedure (RUle's')''- and' ' .. ,'" ',', 

D. 91-02-044, Smith Ri.verPowe:t' Pl{tnt....As$oc'iat~s \ '~< PacIfic' G¢.s ' and' 
Elec:ttic Company; as the basis, 'of' its" position:. 'Edison 'does not' 
agree with DRA;~ Edison makes the iristant'application·only: .. to 
expedite iinal disposition of tho mattor' and 'in 'lr9ht~ of ORA's: " 
cooperation ~ , " " .,' '. 

COmpli~nce mbPle 51 - Ex:Rarte Treatment'" 
'Before signin'g the proposed' settlement, Edison' 'and' Geo 

(the settling' parties) convened a settlement: con:fererice: 'purs,uant' 'to 
Rule 51.1. Notice of the settlement conference was provided to all 
appearances of record in I.85-11-008 and all othe~ persons known to 
have an interest in this proceeding. None of the notified parties 
indicated any opposition to the 'proposed'; settlement'.; :Edison·:,and' 
Geo met with representatives of,ORAon March 2'6, 1991'to'di~euss~ 
the: case and the proposed settlement. After the: meeting',..' ,ORA.' 

I , " r.' . '.' ,. • , ' " ' , ' l • , ,,' '. \'"" • .,., " i r I ~ • 

advised tho settling partios, , that it ,would not contes..t, the ·proposed. 
• " ".,', '" •..•. ,.. , _" "._ .. C'\ 

settlement.· ',',' " . .-' ',;": .,' ,,' , .. ,',' ""~:' 
I '. ~, " '. ",{ 

The application for Commission approval of' the'pr-opo'sed" 
settlement was. filed on June 11, 1991. .The'application>includes:a 

, '".'," • ,I • ~ , "',' ,~ (, I . ;".1 ~','. <, I~' ,. r~; 
copy 0,£, the' settlement agreement, 'the ,s,igned PPA" andy~he"prepa.rect, 

• . • • • • ' , • , ) "., : 'I, •• ' • •• ~ '. .J I, 
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testimony of ",n Edison engineer w~~,h .. o:~f~rs,. a,.~o,~pa?=at~~~:.(c9S.~ ~.," 
analysis of the settlement and, the possible outcomes of". litigation. 

• ,. .' I, ,~ • " ~.' • • , i.-

No protests ,have been, received., ORA has filed, comments, on" the" ",' 
, ..".~. ' , " . , ," , . . .;.~' " 

proposed. settle~ent but does. not p,rotest ~it. .: ". ";' ',' .. ~,'" , .. ':~' 
Edison requests ~x parte approval" of ~he s,ettlement., It 

, ' . .. ~ , !.' • _, ,.~r ", ." 

has followed the notice and, eomment procedure required by". ' ,,'r,,'" 
, • • , ','" A' • ~ ". • I ' 

Rule 51.1, and no protest was filed. , Under, these circumstances, no 
I. .' \. . .•. ' '.. . .. 1... "' 

purpose would be served by subjecting ,the ,application ,to, .... ,' 
.' ,. _ ..'" ,L • • ,'. I •• 

evidentiary hearing. 'I'he application will be ,considered on~an, 
ex parte bas.is-. 

" '. 

&$>nsolidatj,on wi..thI.85-U-QQ~ ./' ," 
- . 

Edison, reques,ts the Commission"to consolida,te, its", , '," 
" ,.' , . .'.. .·.f + •• ' 

application for approval of the settlement agreement (A.91-06-02:0) 
, ' > • I,' , , ' '", ''',''.' 

with LS5-11-00S, the proceeding in which,SRC~s.August, 2" 1985;., 
• • ' • • .' , • " ., '. .' • ~ .'" J t 

petition is,pending., Under the terms of, the settlement"agreement, 
~dison will purchase power. from SR~' S , s":"c~essor. ~ i~te~e'st.,,~~de:r. a 
modified ISO 4 contract. In I.S5-11-008, SRC asks th~co~S;S;i0ll, 
to order Edison to executo ,an ISO 4 ,contract ,for the "Fish Lake 

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

project. DRk objects to consolidation,as being unnecessarily, 
. • \' I.:, .) . H ••• •• , ~ 

complex. 
, ' , 

Both the petition and the application for,.'approval. of, the 
. .,'" \ \ . '" ~ , . 

settlement, agreement coneern the, right of, SRCto an ISO 4 eontract 
• <. ' •• ~ , • I " . .,' ; '..... • 

with Edison. ORA did nOt explain what .it meant .by "unnecessarily 
complex" or indicate what burden would result from consolidation .. 

r " ••.•• ", t., ). '" 

'rho ,i~~ue presented :by SRC is the only eontrovor!.y,su:b$j.~tin9' '. '. ,. ..' . 
within I.85-11-008. This proceeding will be consolidated. with 

" ".', 

I.85-ll-008. . ' 
I -.< 

On August 20,,1991, Edison filed its "Motion f,or., , , "":,, 
Dismiss'al with Prejudice'o'f ,the ,petiti~~ iiled by Ste~,R~S~=:v~,:". 
Corporation on AU9uSt 2, 1985 < The, M~tion reailege~ the' p~·rties ~ 

, ; . .' ," .. 
argument ,in support of the proposed. ,settlement 119:r:eement. 

, I '.,. J, .,., • I • ,'...II '\ 

- S,-

.' .. 
" , 4', ,; 'I," \ 



:texms' oLthesCttlement )\greemcnt::'" , " " , "', .. :';0,'" 
, . 

The settlement agreement: provides for: Geo ~s: s't\;le' ,ito " 
Edi~on' of up: to' 14 MW of.: eon'tract e;ap~city~ plu!' i~$oe.iato(i' energy, 
over a 30-yeD.r term. 'Ed:ison~s' firm "purchase; 'obXigation"'is" iimited 
to 10 MWuntil 1994. Thereafter, until the expiratS:on';'of 5 years 
from the effectivedatc'o{ the pPA~Geowillhavethe'oppO'';tunity 
to increase the total contract' capacity" under the "PPA to' 'D.' m~xim~ 
of 14 MW. Firm capacity payments w{ll'be $lS'per·k:.tl~wAttyear 
over the contract term. " 

Assuming tho plant be9'in~ dolivoriee in 1992 ~":i t! firm 
energy payments for the first 1'0 'years of operatio~wili be 82%, of 
payments it would have received had it 'executed 'its ISO 4 in 1985. 
During' the next five years of operation,'energy payments w£llbe:at 
published' avoided cost :plus additional payments' provi'diris':Geo ~jih 
partial compensation for the prior years'" discount. ' "During' years; 
16 through 30, energy paymentswil1be'based' oriEdisonrspublished 
avoided eost. 

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

Edison provided the present' value: 'of . ptl.Yment~" '\11'ld~r 'thX~e 
scenariOS,. Assuming Geo prevailed in it's pctition~' ;(t'would)b,~'", 
entitled to payments under ISO 4 with a present value of $129 

I ,. ',. , • " • ! _. ," 

million. If Edison prevailed', it would.' make payments to Geo under 
Standard Offer 1 (SO 1) with a present value of"$:i4milli'on~' Under 
the settlement agreement, payments w~'uld t~tai a p;;~sent'~'"a'lue"of'" 
$114.4 'million. ", ,.; <"-,, ,,'i, , ':':',. 'I"~ 

The reduction in capacity' fro~ the IS MW; propos'e;ci by SRC 
in 1985 to 14 MW contained in the' sett'lement' res~l ts' in: a' $3: "" 

" 
million savings; the deferral of 4 MW of capacity over'the' 19'92" ~ 
1993 period results in a $3 ~ 4 millibn \~avings; ~nd;' the:"~eduction in 

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

scheduled energy prices yields a' $'~ 5' million' savings'.' Al'toge'ther, 
these modifications to Edison's 'ISO' 4 r~sul t inS14. ;~r:m'iiiio'n" i~s'~ 
than the payments Gao' wo'uld have receivecl' had it i'itig.at~d:: !i'ts"" 
right to an ISO 4 contract and won. 

• 

• 

• 
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In. addition. to . these. 'economic . terms,: the settl:ement:·; .,: ... ,., 
aqreement specifies. how the proj.ect·wi11interconnect. with the' ....~ 
Edison grid:.. .. It provides some milestones for. meeti:ng.',t:x;:ansmission 
requirements and adopts Eclison'S currently effective" project, "" 
development milestones., .-,' 
Commcn:ts ot.'ORA 

. ORA.cloo! notooject to the ,reo.son4blenes;f5; of the,:terms·of 
the amended.PPA or the settlement, .. agreement.,. ,However ,.i t ,cla,ims'" 
that Edison, is requesting .approval of payments 'that>have.,not yet·,· 
been m4cle. DRA fears that. such 4pprova1 would ,preclude the·:> : .. 
Commission from, reviewing the reasonableness, of ·the'util'itY~l!v ,.,.': .. 
exercise of itsriqhtsand'ob1igations under thePPA.,Acc:ordinq to 
DRA, the COmmission can 4pprove the contract terms~ but'cannot 
approve payments until it,reviews,thec:ireumstances:underwhicb: the 
utility made the payment. 'ORA recommend~ specific: l"-nguaqe, tor, 
approval, of the settlement ,aqreementand amended _PPA •. ,,' 

Geo believes that ORA's concerns" are legitilMte • 
.QisC))s~Yl: . " . ,J . 

. ,Rule 51.1(e) provides that the Commission, will ,:not· 
approve a settlement unless the, settlement is '+reasonal:>·le·in:1ight 
of the, whole record, .consistent with law"and in, the public; .. 
interest." ,We will balance the various factors·considered; by the 
civil courts in class actions· when determining- whether·-a', settlement 
is fair,. adequate, and reasonable.. (See .. Application oUG&E ;e':- ' .. ~ 

Ciap12 Cany:on, 30 CPUC 2d lS9, 222.,) :.... ..,._.; ... , ' ',', 
Here," .. each party .co1l1d~.claim: .that public ,policy existed' 

in support of its position. SRC could .validly argue that.i ts.·· '" . <~ '/ 

acceptance.of Edison's ISO 4 was .. ,su:fficient tocreate<a, .. contract':., 

~eauee .the.' time ,for .performanca" i. e.,,' ,the· firm-capaci ty.i·d01'i very 
date, was five years after contract formation·. ''rhe'(QE':l ax-quab1y":: 
could' have arranqed for wheeling- and interconnection··tothe:·Edis.on 
grid within the. five-year .period., :Edison, on the' : other ,hand,.."could 
legitimately argue that it should notbe-,compell:ed":':to,.enter·into,<a· 

- .. 7·:- ... 
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• ,'. ,.~ .~.' ~~ ,:~. ·A. ~". .. • , 

contract :i>f,. at .the time of ,contract·". performance . is, ,impossible 
boeau~o tho .. existC)neo- of suehcontraetewould.'only\4)xo.eer~atQ'-­
uncertainty 'in utility resource ·planning and imposeThigher;',capacity 
costs on ratepayers,. .. - .. "'. '.' ., . " .. \" : ,;; : .. ' :0 

The differenee betweon ISO 4 payments, and.' SO l,!po.yments'· 

to Geo is $55 million. Edison's ratepayers would be'at:risk,'\for"" 
that amount if the matter were' ,litigated. 'l'he c' amount, offered in 
settlement is a reasonable compromise of :thatrisk.:Oiscovery has 
beenongoinq s.ince 198'S;'Edison and'Geo-had -served' thQir"~proJ?osed 
testimony in I.85-11-008;· and both parties are :represented:"by " 
counsel who are well versed in QF matters. It appears'-thatthe' 
sett10ment has been reached th:eough- arm' s-lengthnegotiations.'~ . 

The: circumstances of the proposed settlement;~:agreement" 
assure the Commission that the settlement is fair to the parties,: 
within a, reasonable rangeo·f possible outcomes:,- and, protective of 
ratepayer interests. For these reasons.,thesettlement.l\greement 
and the attendant PPA should be approved ..... ' 

ORA has distinguished approval of the terms of:~a:· 

settlement agre~ment or amended PPA .:from' preapproval,o,f . payments 
made thereunder. The distinction ·is·.,a valid~ one-~'Here-r the"PPA'· 
negotiated by Geo and Edison, stands in' the place -of a standard, 
offer. Like a $.tandard o·ffer,. the amonded, PPA require's the uti'J:ity 
to- make payments to. the QFwhiehthe Commission . deems to ';be" 
reasonable. The utility may book payments made under an ' ,approved 
PPA to its ECAC balancing account':": \.':;"" , .... , , .. '. 

Standard offers., :amendedPPAs', .. :and approvecl:':nonstandard 
contracts set forth a reasonable" value fortheQF"s energy"and 
capacity,. under specified circumstances. ,However,. ·the.:;:faet-of .I~ , 

payment -may not have been ,reasonable', -as,the payments : may ~'not ;,have 
been required by the .eontract':Thus,~the utility"s u'l'timate ,'.< :. 

recovery·of payments under such a, contract is stiJ:lconditioned on 
a finding ,of reasonableness of, the :::utilitY"s':administration>of,the 
contract in an ECAC proceeding ~:: '. I. ~':', \"; t",: r.i'.:,1 ~ I ~ 0 

• 
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we ,.find. th.at the terms, . .and. conclitions,:of"the;.settl.ement . . . '. . ' . 
agreement a~d the: amended ,PPA. are"reasonable .. :"Payments made;" ,::':.1' 

pursu.an~ :to the ,amended ,PPA will be :subj,eet to reasonableness·" 
review where the. Commission will cletermine whether the "payments 
were.con~is~ent ,with the.utility:',s,;prudent exercise:-,of;its .x::ights 
.and. oblig.a'Cions undor the, PPA ... ", , ' ;,' "'r" I" :" ':. Ii.; "" 

l"iJ:ldinqs oU~£t .,," ,""1:':.' • ,,,J. 

l. In 1982, SRC contacted, .Edison."regarding· ·the pO.tential: 

pu:ccho.l5o by Edison of powor producQd, by, .SRC ~ 1'I Q~"', ,outrt.icle of :-. : 
Edison's service territory .. 

2. Edison required SRC.to. obtain a "commitment"from the QF's 
" ' ~ - . ' . 

serving e~ectric utility to .wheel ,the QF's ,power .to:~Edison<:s.:,pocint 
of interconnection. .:, ': . ,", ," . 

3 •. SRC was.,not able to obtain ,a wheeling commitment ,:. 
s.atisfactoryto:Edison by April 16, ,1985 •. "'. "'. ,. :',: ... ,)~;~~:(, "', 

4'. On April 16, 1985, SRC mai'led to Edi:!on a proj.ect, ::!Iumma:r:y 
consisting of, the first 4 p.agesof Ec!.ison's ISO 4 .and "a,'depoS:it for 
interconnection"study costs,. '. " .. '" :',' "'::' 

.5. Edison d.idnot consider SRC' $, ,April .. 16 ,,,198'5.\ tX'ansm.itt~l 
to be sufficient to establish SRC,'$,right to an. ISO:,.4, contract: • .-

6. On August 2, 19S5,SRC f;ilecl a petition. in, A.82-0.4:-044 
." ~ . 

~eokin9' an order compelling- Edison to, enter ,into an,.ISO· 4 contract. 

The petition was a3,signed toI.8S~1,l-008 ... ,,:: ,': ,. :' 
7. SRC and Edison undertook substantial discovery ,and,.· . 

prepared, testimony. in anticipAtion of. eviden.tiary hearing. ,'.: 

8. Negotiations between SRC and Edison have resulted 'in a" 
PPA between Ed.ison .and SRC'g. successor, in interest" Geo-:.' , " 

.9 "'. 0tL:, ~une l,l t-. 19,91:, ,Edison, filed:,:an appl:ication, for·, .. 
Commission approval of its settlement agreement with Geo, d.ated·· , ' 

I June 6, 1991·,.,and the related Pp:A., ,.",~ , ·'::""·~.'<.'·i 

lOO' On August 20,. .l991,.. Edis~n. ,filed .a motion· ·for. dismiss.a1 ", 
with prejudice of the petition filed by SRC on. Auqust;.,2:,: ,l,9:8.5; .. : .":' 
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'1'1. Edison and' Geo : have proviclecl~ notice' and) oppo'rtuni ty for 
comment, 'on the proposed' settlement': pursuant to Rule' 5l:~ 1 of' 'the,' .. ;, 
Commission's Rules. No protest to the settlement' agreement:- has ~ 
been filed' 'wi th the Commis3 ion. ,":" ~ . ',~ ': ' .• ;, '; ,,:'; 'N ,'... ',"'-

12. 'The'Commission's ORA has':£iled"'comments.'-'on.;the-proposecl'· 
settlement agreement but does not protest ·it.' . " '~':'."":' 

13. 'l'he petition of Geo claiming a right to an ',Edison:' ISO·:'4' . 

presents' the only pendinq'controversy in:I'.8S~l:1-008~ 
14. Both'the petition filed·inI.aS:"'ll-OOa."and~the";iristant· 

application concern SRC's right to ,an ISO 4 contract with Edfson:: 
15-. Edison'S 'payments to Geo under the proposed" s'ettlement 

agreement are $14.6 mirlion less, in present 'value 'terms';'than ' 
payments Edison would make to Geo if Geo prevailed' in 'itS:'PEltition·. 

16. 'l'heamount 'offered' 'in s'ettlemonti's 'a" 'ro'a's'onable' , 
compromise of each party'sr.:tskthat't:he otherparty;woii);d~prevail 

, .... r''\ 
• • • ••• ~I in liti9'ati'on~ 

, 
17 • The, proposed settlement provides Edison with .... ·grea.ter 

certainty dbout the availability of capacity from> Geo\th~n'··"· .;. '; . 
otherwise would be available because' the" sett1ement ,', agreemen:t 
establishes transmission milestones ~.;, 

18. The circumst~nces of the . propo'scd sett'lE)mc':rl:t·:agreement 
show that the settlement is fair' to the partie's;' with:in: a:" ' •.. 
reasonable range of possible outcomes,'and protective' of'ratepayer 

,. 
'. 

approved. ' " "'" ;....,~ . '.' 

20 • Approval of the 'terms and' condi t;:i.ons;· of:aPPA 'al'!ow$-: the: 
utility to- book ~yments 'made--underthe PPA toits"ECAC:balancing 
account. 

2l. Approval of . the terms and' conditions" o'f'a';' PPAdoeS' 'not'· ~ '. , 
constitute' approval of '·the reasonableness of· the utii'ity~'s ";'.: 
administration of the PPA~' '. "',.",,':' .'~( . -,; 

_ IO ':' -

• 

• 

• 



• 

• 

• 
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22'. The.prudence o-f,th0' uti!:ttY's.,exercise .of:-:its<-:rignts and 
performance of .:its obligations "'under 'a,rPPA"is' $u'bj,ect to-",review in 
an ECAC 'or other proceeding wherein :thereasonabl'eness '::of:util'ity·:, 
acts is rQviewG>d.. ' ,', ' .1. ,,: ')':.1': ,:.:,:",,'; 

2'3.. This decision should; be' effeet'ive "as· soon as.'possi·ble.· to 
remove-any financial uncertainty. that may interfere w:i:th·,t'he 
development of Geo '$ alternative energy ·pro·j'ect.. . " . ,,'. , . .' 

~9ne.lusions 'of Law ' , :. . ,., , " .,', ". ,r".. 'i .. '. 

l. It is reasonable to' consider this' application on 'an: .'::' 
~ p~rte basis.. '" ":,:'",, " 

2.. It is reasonable· to consol'idate A. 9'1-06-0'20~w:i:th ',:<:. ,..: 
I. 85-1l-00S."': 'i" ',,', 

3. The terms and conditions ,of" the' proposed settlement 
agreement and PPA between Geo and'Edison are reasonable'., ." 

4 • A finding that the terms" and' conditions: ':0,£ ' a . PPA is 
reasonable authorizes the utility to book payments' under, that 

contract to its ECAC balancing account. 
S. A: finding that the contr.!l.ct is reason.!l.blc" ,does not",. , , 

.f, ,. I ~ "q H " ' . 

constitute a finding that"payments made thereunde:c"are ,_reasoM:bIe'~ 
I) •. Edison must Obtai~ a finding that payme~ts;m~de;~l>~S~~aX;:~ 

• - I~. .', ..... ~, ,. ~ ..... ~ _, I. ' ........... 1 ....... ,.< .",. 

to the subj'oet PPAwere rea'sonably m.!l.de before it may permanently 
recover those payments in rates. 

IT IS ORDERED that: 
l. Investigation (I.) 85-ll-008 is consolidated With" this 

proceeding. 
2. The settlement agreement dated June 6, 1991 between 

Southern California Edison Company (Edison) and Geo-Energy 
Partners, Geothermal Drilling, Ltd., and'Steam Reserve Corporation 
is approved.. 

- l'l,:"; " 
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, .. !, ... ', I .,., '. ~. • 'I 

:3-., Edison, is.author.ized .:to,book, :expemses, ,incurred' pursuant 
to the power purchase agreement {PPA) ,:agreed :,to in, the Settlement . 
Agreement ·to its. Energy Cost Adjustment Claus.e:balane.tng',accollnt~. 
Payments made pursuant to the amencled PPA will be ,$,ubj,eet·;to: 
reasonableness review where the Commies·ion will d.etermine whether 
those payments were consistent with- the :utility's prud.entrexercise 
of its rights and. obligations ,under ,the PPA. Ed.ison '$. perIMnent. 
recovery of those coete ie conditioned upon a finding,. ,thatthoM)·. 
expenses were reasonably incurred. 

4. 'I'he "Motion for Dismissal with Prejudice o£.the Peti.:tion 
filed by Stedm ,Reserver Corporation ,on August. 2, ,1985" ,filed;i:Dy 
Edison on August 20, 1991 is granted. 

5-. ' I. 85-l'l-008 is closed,. " 
6. This proceeding, isclosed.., 

This order, ,is effective tOday.-: , 

, I -~ h •. , .. 

Dated December 18" 1991,.. at ,San Francisco" .. 'California ., 

: CERTIFY THAT"THIS OJ;CJSiO~ 
W;.:s AP?RoVEO', 8Y THE Ae6~ 

COrv1MfSS!ONE~' TODAY ~, 

"f" 

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

'.- ,~ 

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

\""''''' PA'I'RICIA~M.· .. ECKER:I" vl.-.~ 
'" ."President ",.' ' 

JOHN B. 'OHANI'AN ) ".<. 

DANIEL . WIn .. : FESSLER ..•• 
NORMAND.~ ,SHUMWAY,., 

-,' ," Commiss'iono're ll
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