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OPINION

This decision resolves outstanding issues in Phase II of
this proceeding by allocating thé costs of certain transmission
1ine facilities between the ratepayers of Southern California
Edison Company (Edison) and California Energy Company (CalEnergy).
calEnergy is a qualifying facility (QF) which requires the
{interconnection facilities for its operations in the Mohave Desert.:
We find that calEnergy should pay for 23.8% of the costs of ce:tain
capacitors and transformérs and 100% of the unallocated costs of

other subject facilities.
I. Background

Edison filed this application seeking a certificate of
public convenience and nécessity for construction of transmission
facilities between the Kramer and Victor Substations in the Mohave
Desert. The facilities were constructed to interconnect generating
plants owned by CalEnergy and Luz International Ltd (Luz) to

Edison’s system.




We have already issued Decision (D.) 90~ 09 059 in Phasé I7
of this proceeding, allocating slightly over half of the
transmission line costs bétween Edison’s ratepayers, CalEﬂefgy, and
Luz. D.$0-09-05% approved a settlement reached between Edison and
Luz which resolved all cost allocation issues as they pértain to
Luz. Thé Commission allocatéd to CalEnérgy a proportional share of
the total costs of the Kramer-victor 220 kv line, about 24%. We
allocated to ratepayers all costs which wére not allocatéd to
CalEnergy or Luz; about 31%. '

In D.90-09-059, we stated our intent to determine, in a
second phase of this proceeding, remaining allocation issues as
they pertain to CalEnergy. In this part of the proceéding, we
address transmission facilities which are ancillary to the main 220
kv liné. The ancillary facilities include a 115 kV temporary
transmission 1iné between thé Kramer and Victor Substations ("115
kV rebuild="), 500/220 kv 1120 MVA transformers installed at the.
Lugo Substation ("Lugo transformers®™), and the Iﬂyokern-xramef 220
kV line (=220 xV line").

Pursuant to a ruling of the assignéd administrative law
judge, hearings in this proceeding did not consider the
reasonableness of costs incurred by Edison. Accordingly, this
decision determines the allocation of costs but not the
réasonableness 6f them. bDivision of Ratepayer Advocates (DRA) has
stated its intent to consider reasonableness at a later time.
CalEnergy has stated its intent to file a complaint against Edison
regarding the appropriaténess of the facilities it installed and

their costs.
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II. Standards for Determining Cost
"Allocation of the Pacilities

A major issue in this proceeding has been the standard
under which thé Commission will determiné how to allocate costs.
In Phase I of this proceeding, the issue was hotly litigated. The
Commission initially considered the issue of who should pay for ‘
transmission upgrades assocliated with new QF deveélopments in
D.85-09-058. 1In that decision, we found generally that facilities
which do not provide benefits to ratepayers (or "system-wide
benefits®) should not beé paid for by ratepayers but by the QFs who
requiré them to interconnect to the utility system. Ratepayers
would pay for facilities which provided system-wide bénefits., wWe
affirmeéd this policy in D.90-09-059 in Phasé I of this proceeding.

DRA récomménds in this proceeding that wheré ratepayeérs
receivé only a partial beéenefit from a facility, costs be allocated
according to that benefit. CalEnergy objects to DRA’s proposalg
DRA‘s proposal has considérable conceptual appeal. However,
D.90-09-059 réjected a strict cost-benefit approach on the basis
that we have not defined parameters for undertaking cost-benefit
analysis and would thereforé await a determination in long-run -
avoided cost proceedings. D.85-09-058 did recognize, however, that
whéere a facility’s cost outwéighs its benefits *"QPs perhaps should
be responsible for any excéssive cost." Consisteént with
D.85-09-058 and D.90-09-059, we will allocate costs to CalEnergy
where no system-wide benefits are shown. Where costs clearly
exceed systém-wide benéfits, we will consider whether the QF should
share some of the costs. o

CalEnérgy raises the issue of burden of proof, It argueés
that Edison, as thé applicant, must carry that burden with respect
to obtaining the relief it seéks. We agree. It is Edison’s burden
to demonstrate the reasonableness of its proposals in the first
instance. Once it has provided reasonable support for its
proposals, however, it is up to opposing parties to demonstrate the
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superiority of their own proposals or provide evidencé which rebuts
the applicant’s position. This is consisteéent with our findihg in
Phasé I of this proceeding in which we found that parties who
asserted that the 220 kV line provided system-widé bénefits had not
met their burden to ®"clearly demonstratée that the proposed project
will provide system-widé benefits,.®

III. Positions of the Parties

Edison and DRA argueé that the facilitles which are the
subject of this part of this proceeding provide no system-wide
bénefits. Both believe all of the facilities weré constructeéd ‘
solely for the purpose of interconnecting projects owned by Luz and
CaIEnefgy. Consequéntly, Edison and DRA recomméend that all
associated costs be borné by Luz and CalEnergy. Because
D:90-09-059 résolved all cost allocation issues for Luz, Edisoh and
DRA recommend that CalEnérgy bear all remaining costs of the
subject facilities. Edison initially proposed certain costs be
allocated to ratepayers, as discussed below.

CalEnérgy argues that all of thé subject facilities
provide system-wide benefits and that, therefore, ratépayers should
bear the costs of the facilities.

The parties’ positions on each facility are discussed
below.

A. The 115 kV Rebuild
1. Reduction of Line Losses

When power travéls bétween two points on an electrical
transmission lineé, a portion of the powér is lost primarily due to
the heating of the line. Line losses aré proportional to the
resistance of a 1liné and to the square of the current flowing in

the line .
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, CalEnergy claims that the 115 kv rebuild reduces line
l6ssés., Edison and DRA argue that any system-wide benefits from
reduced line losses aré already recognized in avoided cost 4
- payments. Recognizing the réduced line losses again, therefdre,
would be double-counting thé benefit. DRA points to D.82-12-120
which states that the Commission would not make individual 1line
loss adjustments for remoté QFs and would instead aggréegate 1liné
losses for all QFs. _

Edison adds that net 1ine losses will actually increase
over its system by $3-7 million pér year prior to thée complétion of
thé 220 kv Kramer-Victor line beécause of the new QF genération.
After that, according to Edison, line loss savings will be less:
than $1 million per year. Also, as pointéd out by DRA in its
comments on the Proposed Decision, Luz’s bankruptcy now makes
compléetion of the 220 kV line a highly questionablée proposition.

CalEnergy states that DRA and Edison misconstrue the
Commission’s treatmént of 1liné lossés in avoided cost calculations.
According to CalEnergy, line loss savings attributable to QFs and
those attributable to a specific line rebuild areé distinguishable,
It believes the line loss savings in this casé are not attributablé
to thé QF but to the 115 kV rebuild itself. CalEnergy comments
that these réduced line losses would accrué to Edison’s ratepafere>
whether the rebuild had been constructed to accommodate a QF
project or one of Edison’s own projects. CalEnergy believes,
théerefore, that rateépayers receive system-wide benefits from the
rebuild that aré not récognized already in avoided cost payments.

2. Other Potential System-wide Benefits

CalEnergy beliéves ratepayers will realize system-wide
benefits other than line loss savings from the 115 kV rebuild,
First, CalEnergy believes that load growth in the Kramer-Victor
area would have required thé construction of the 115 kv rébufld by
2008. On this basis, CalEnergy estimates the net present value of
benefits to ratepayers from the line to be about $4 million.
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Edison does not agree, arguing that reglional growth will not
require the additional transmission facility within the forseeable
future. Edison rejects CalEnergy’s assumption. of 17% annual load
growth in the area, characterizing the estimate as "absurd."

Sécond, CalEnergy argues that the construction of the
115 kV rebuild allows Edison to defer installation of a third
transforméer bank at Victor Substation, saving ratépayers about
$2.6 million. These transformer banks would convert 220 kV power
to 115 kv power which, in this casé¢, is required in order to sérve
régional load when back-up power is needed. Instead of converting
220 kv power, the utility may simply usé power over a 115 kv line,
such as the subject 115 kV rebuild. CalEnergy states the 115 kv
rebuild will displace an additional transformer bank. Edison takes
issue with CalEnergy’s assessment. Edison states that it has
several alternative sources of 115 kV power if it requires back-up
power in the area. Edison also argues that it will require a
transformer upgrade at Victor when load in the area hits
559 megawatts (MW) with or without the 115 kv rebuild.

Third, CalEnergy states the construction of the 115 kv
rebuild increases the amount of capacity that can be¢ delivereéd from
the area north of Kramer to Edison’s system. CalEnergy believés a
change made to Edison’s remedial action scheme (RAS, an operational
plan used, in part, to éstablish when power curtailments over a
line are necessary) demonstrates its point. Prior to the 115 kv
rebuild, the RAS requiréd curtailments when power over the
Kramer-Lugo lines reached 900 MW; after the rebuild, the RAS
requires curtailments wheén power over theé Krawer-Lugo lines xeaches
950 MW. The 50 MW increase in deliverable power, according to
CalEnergy, résults from the 115 kV rebuild.

Edison asserts that the change to the RAS does not show
that additional power can be delivered to its system. According to
Edison, the portion of the RAS to which CalEnergy refers concerns
power over the 220 kV Kramer-Lugo line. The 115 kv rebuild in no
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. way changes the thermal rating of that liné or the amount of power
which can be transmitted over it. Edison also states that béfore
the 115 kV rebuild, the RAS provided for automatic curtailments
when power flows exceeded 900 MW; since the 115 kv rebuild, the RAS
provides for manual curtailments when power flows exceed 950 HW{ 
Edison adds that changes to the RAS were necessitated by the enérgy
brought into the system by CalEnergy and Luz and cost approximatély
$1 million. S -
Finally, CalEnergy believes the existing 115 kV line was
old and substandard and that the rebuild would have been féquiféd
for safety reasons in the near future notwithstanding the
additional QF power in thé area. Edison states the line would have
been safe and useful for the forseeablée future. >' ‘

Discussion. CalEnergy has not demonstrated that the
115 kV rebuild will provide systém benefits. The evidence does not
demonstrate that the 115 kV line would have been required to- __
accommodate regional load growth by the year 2008. CalEnergy’s
estimates requirée an assumption that load in the Mohave Desert will.
increase sixteen-fold over a sixteen-year period. We concur with
Edison that calEnergy’s regional load growth éstimates are highly
improbable and are not supported by independent documéntation. '

We also doubt whether the 115 kV reébuild allows Edison to
defer a third transformer bank at the victor Substation. Edison
adpitted that it will use the 115 kV rebuild for back-up power just
as it used the pre-existing 115 kV line for that purpose. Nothing
in the record, however, suggests that Edison would have réquiréed a -
third transformer bank at the Victor Substation in the near future
or that existing 115 kv capacity would not have been adequate
without the 115 kV rebuild.

Neither doeés CalEnergy show that the 115 kV rebuild will
increase system capacity. cChanges to the RAS may lend credence to
CalEnergy’s conclusion that the 115 kV rebuild increased system
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capacity. However, the RAS alone does not demonstrate the 115 kv
rebuild increased system capacity. Edison may have changed its
operational procedurés for any of several reasons. The critical
issue is whether the 115 kV rebuild increased capacity over the
Kramer-Lugo 220 kV line or other 1lines. CalEnergy does not provide
evidéence to support this claim.

Finally, on balance, systéem-wide line losses will
increase over the life of the project. The record shows that line
losses could decreéease slightly on Edison’s system once thé Kramer-
victor line is complétéd. However, as Edison demonstratés, line
losses over its system will increasé substantially between the
period 1990 and 1992, prior to construction of the Kramer-Victor
220 kv 1ine, as a result of CalEnergy’s QF project. In sum, when
both periods are taken into account, and eéspecially given the
uncertainty now whether the 220 kv line will bée built, we must
conclude that the overall effect of thé 115 kV reéebuild will be to
fncrease line losses. '

B. Lugo Transformers _ 7

In order to accommodate the facilities of CalEnergy and
Luz, Edison upgraded the transformers at the Lugo Substation. The
transformers increased the capacity at Lugo from 100 MVA (the
amount of power which can safély flow across the transformers) to
240 MVA. CalEnérgy states that its facilities require only 12,1%
of the added capacity. The exceéss capacity on the transformers,
according to CalEnergy, represenfs a system-wide benefit and should
be paid for by Edison’s ratepayers.

CalEnergy supports its argument by pointing to Edison’s
plans for interconnecting a biomass plant and a geothermal plant at
Kramer. It also points to Edison’s testimony that Texaco has an
option to purchase the Cooluvater 5 facility which would use the
increased capacity of the upgradéd Lugo transformers. Finally,
CalEnergy refers to Edison’s filing in the Commission’s '
transmission access investigation (I.90-09-050), in which Edison
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- proposed transformer upgrades at Lugo prior to the addition of
CalEnergy's and Luz's power.

DRA and Edison staté the upgraded Lugo transformers were'
required solely to accommodate CalEnergy and Luz power. Edison
states it did not plan to upgrade the transformers. It also argues
that the plans té which CalEnergy refers concern interconnection
facilities involving or affecting other utilities: The '
transformers, according to Edison, are not interconnection
facilities affecting other utilities. Edison proposes that
CalEnergy pay for 23.8% of the cost of the Lugo transformers. This
is the same percéntage D.90-09-059 allocated to CalEnergy for the
costs of the Kramer-victor line.

DRA opposes Edison’s proposal to require ratepayers to
bear 76.2% of the costs of the Lugo transformers. It states that
Edison foresees no system-widé benefits from the transformers, but
would allocate a large share of their costs to ratepayers anyway -
because of a faulty intérpretation of the Phase I decision. In "
that decision the Commission allocated a share of certain expenses
to ratepayers after concluding the parties had not preséﬁted énough
evidence to show system-wide bénefits. DRA believes theré have
been ample time and opportunity for the parties to demonstrate
system-wide benefits in Phase II. - |

CalEnergy characterizes DRA’s proposed allocation as
unfair and discriminatory on the basis that Luz will use capacity
on the transformers but will not pay for a share of their
installation. DRA would have CalEnergy pay for all of the costs of
the transformers which, according to CalEnergy, is contrary to
Commission policy. _

Discussion. It is uncléar whether the Lugo transformers
will provide system-wide benefits. Edison may be able to use the
excess capacity at the Lugo Substation as new projects come on line
{n the area. Edison’s rebuttal that the facilities do not affect
other utilities does not convince us otherwise. On the other hand,
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the record doés not demonstrate near-term system-widé benefits., In
the case of the Lugo transformérs, we believe a compromise is
possible which 1is very fair to both CalEnergy's and Edison'’s
ratepayers.

The séttlement adopted in Phase I of this proceeding
resolved all cost allocation issues as they affect Luz, as
explained earlier. The settlemént did not allocate any costs of
the Lugo transformers to Luz. In D.90-09-059, we declined to
allocate to CalEnergy all costs of a facility where Luz paid
nothing under the terms of the settlemént. Consistent with our
earlier decision, we allocate to CalEnergy 23.8% of the costs of
the Lugo transformers.

C. 220 kV Line

In interconnecting its facilities to Edison’s system,
CalEnérgy installed a 220 kV conductor on existing Edison towers
near Inyokern. Edison permittéd this usé of its towers, saving .
CalEnergy about $15 million which it would have otherwisé had to .
spend securing rights of way and constructing towers. The péftiés
do not dispute that there are no system-wide benefits associated
with the 220 kV line. CalEnergy proposes, however, that the
Comnission order Edison to réimburse CalEnergy if Edison eventually
uses the facility following an upgrade of its Inyokern Substation.

Edison states it has no plans to use the facilities and
opposes CalEnergy’s proposal to leave cost allocation for the
facilities open-ended. DRA argues that CalEnexgy has received
substantial benefits from the use of the towers. DRA believes that
ratepayers are put at risk for foregoing the use of the capacity on
‘the towers and should therefore not assume any additional costs in
the future.

Discussion. Edison provided CalEnergy with capacity on
its towers at no charge to CalEnergy, saving CalEnergy an enormous
investment. We agree with DRA and Edison that ratepayers have
"shared” enough of their assets with CalEnergy and should not bear
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any future costs associated with the line.  The line provldeé‘hb o
system-wide benefits. The record does net show that system-wide.
benefits are anticipated in the near future. Moreover, there is no
evidence to suggest that Edison’s use of the conductor would impose
any increméntal cost on CalEnergy. CalEnergy cannot expéct both
free use of Edison’s towers and "reimbursemént® wheéen CalEnergy'’s
facilities are used in ways which impose no costs on CalEnergy.
Accordingly, we will not require Edison or its ratepayers to
reimburse CalEnergy at some future date if Edison does upgrade the
Inyokern Substation.
p. Other Ancillary Facilities

Edison installed certain other facilities in ordér to
intérconnect Luz and CalEnergy. Thosé facilities include Kramer
Substation capacitor banks, telecommunications, and a 220 kv
opérating bus at Kramer. CalEnergy doés not argue on brief that
any of these facilities provide system-wide benefits to ratepayers
and the evidence does not support a finding of such benefits.

Edison recommends that CalEnergy be allocated 23.8% of -
the cost of the capacitor banks. Under the terms of the settlement
between Luz and Edison, Luz paid 25.8% of the costs of the
capacitor banks. As a matter of fairness to CalEnergy, we will
adopt Edison’s recommendation that CalEnergy pay for only 23.8% of
the cost of the capacitor banks even though wé cannot make a
finding of system-wide benefits. This percentage reasonably
reflects CalEnergy's use of the capacitor banks relative to Luz's
use of the capacitor banks.

The unallocated costs of other ancillary facllities wlll
be allocatéd to CalEnergy.
Findings of Fact

1. D.90-09-059 resolved all outstanding cost allocation

issues as they pertain to Luz.
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2. This proceeding addresses the allocation but nRot the
reasonableness of costs incurred by Edison in interconnecting ‘the
QF projects of Luz and CalEnergy.

3. The record in this proceeding shows that the 115 kV
rebuild will increase net line losses over the 1ife of the project.

4. The record does not demonstrate that the 115 kv line will
be required to accommodate regional growth,

5. The record does not demonstraté that Edison would have
required a third transformer bank at the Victor Substation within
the foreseeable future.

6. Edison’s amendment to its RAS does not by 1tse1f
demonstrate that the 115 kv rebuild increased system capacity by 50
MW,

9. The cost of the 115 kV rébuild is approximately
$11 million.

g§. It is unclear whether the Lugo transformers will provide
system-wide benefits, although it appears possible that Edison may
be able to use the excess capacity on the transformers. '

g. It is reasonable to allocate to CalEnergy 23.8% of the y
costs of the Lugo transformers. :

10. Edison permitted CalEnergy to install the 220 kv line
conductors at no charge to CalEnergy. The conductors installed on
Edison’s towers benefited CalEnergy but provide ro system-wide
benefits.

11, The record does not show that Edison’s future usé of the
220 kV conductors will impose any incremental costs on CalEnergy.

12. The récord does not demonstrate any system-wide benefits
associated with other ancillary facilities which are theé subjéct of
this proceeding.

13. It is reasonable to allocate to CalEnergy 23.8% of the
costs of the Kramer Substation capacitor banks.




N

" conclusions of Law , ’ ,

1. The Commission should allocate to CalEnergy all of the
unallocated costs of the 115 kv rebuild.

3. The Commission should allocate té CalEnergy 23.8% of the
costs of the Lugo transformers.

3, The Commission should not leave opén the question of
whether Bdison’s ratepayers should have to pay for the use of the

220 kV line conductors in the future.
4. The Commission should allocate to CalEnergy 23.8% of the

costs of the Kramér Substation capacitor banks.
5. The Commission should allocate to CalEnergy all of the
unallocated costs of other ancillary facilities which are the

subject of this proceeding.

i ORDER
_ -{.( .

) : IT IS ORDERED thatt

D f‘ 1 All upallocated costs of facilities which are the subject
of this proceeding shall be allocatéd to California Energy Company,
Inc. (CalEﬁefgx) ‘excépt that 23 8% of the costs of the capacitor
barké at the Kkramer Substation ‘and 23.8% of the costs of the Lugo
transformé 8 shall be allocated to CalEnergy.
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2. Because this de0151on resolVes all outstandlng matters in

this proceeding, this proceeding is closed. -
This order. bbcomes ‘effective 30 days from today.
pated April 22, 1992, at San Francisco, califérnia.

DANIEL Wn. FESSLER ’
President
JOHN B. OHANIAN -
PATRICIA M. ECKERT
NORMAN D. SHUHWAY )
Conmissioners

AT-THIS DECISION
BY THE ABOVE
Rs IOD:\Y

} CERTIFY TH
WAS APPROVED
cow.slsao:\r;
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