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~ '. 93255 ~'UL wec~s~on __________ 4 71981 
BEFORE THE PUBtIC UTILITIES CO~SSION OF THE STA~ OF CALIFOR.~ 

Investiqation on the Commission's ) 
Own Motion into the Adequacy and ) 
Reliabili ty of the Enerqy a!ld FUel ) 
Requirements and Supply of the ) 
Electric Publie Utilities in the ) 
State of Califor--ia. ) 

------------------------------~) ) 
Investiqation on the Commission's 
own ~otion into the natural qas 
supply and requirements of qas 
public utilities in the State of 
California_ 

) 
) 
) 
) 
) 

------------------------------) 

Case 9SS1 
(Petition for Modification 

filed March ZO~ 1981) 

Case 9642 
(Petition for Modification 

filed March 20, 1981) 

(See Decisions 87510, 90998, and 9270~ for appearances.) 

ORDER DENY7~G R~QUEST TO MODIFY DEC!SIO~ 

By Decision CD.) 92704 dated February 18, 1981, tMs 
Commission modified and ~~ended its end-use priority system for the 
statewide allocation of natural qasll by creatinq a new Priority"(P) , 
3A for qas used in coqeneration projects as dete~ned in . ~ 

Application (A.) 59459 et al. By D.92792 dated March 17, 1981 in 
A.59459 et a1. we established a nat~al qas rate for electrical 
generation by cogenerators consistent with avoided cost principles 
a::.d D .. 91109' and 91239 in Order Instituti:~ l:vestiqation (OIl) 26,.Y 

11 The ene-use priority sy~te~ was es~ablishee by ~.85189 dated 
Decemae= 2, 1975, and a:nen<!ee. 01' D. 86357, 875l0" 88664. ane. 
90794. 

,. ~. 

y OIl 26 is the Commission's investi~ation into t~e electrie resource 
pl~ ane al~erna~ives 0: Paei:ic Gas ~e Ele~=ie Co~pany (PG&E) • 
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On March 20, 1981~ Central Plants, Inc. (CPI) filed a 
petition to modify D_92704 to inelude meehanical cogeneration ~thin 
the definition employed to dete~ne a ~as customer'S priority 
classification. CPI arques that this position is consistent witb 
that eXpressee by Southe=n california Gas Company's (SoCal) witness 
Morris on cross-e~nation. It states that Morris (1) took the 
position that P-3A should apply to those customers who meet the 
operatinq and efficiency standards in lS CPR Part 292.20S(a) and (~) 

and the ownerShip criteria specified in 18 CFR 292.206 as set forth 
in Federal Enerqy Re~latory Commission (PERC) Order ~o. 70, Docket 
No. RM79-S4, or any superseding rulings, (2) noted that there were 
pendinq proeeedinqs before FSRC (Docket ~o. &~80-62, Oreer ~o. 104) 
in which that body was giving consideration to inclueinq mechanical 
cogeneration projects as distinct from el~ctric and tbermal 
co;eneration projects as ones which would be exempt from incremental 
pricing, and (3) testified that the Co~~ssion should consider any 
further modification of FERC oreer No. 70 in defining who should 
qualify as a qualified coqenerator under P-3A. CPI states that it is 
unaware of any oppoSition by any party to including mechanical 
cogenerators within the definition of cogeneration for purposes of 
aa~nisterinq P-3A. 

With respect to the FERC definition of cogeneration, CPI 
states that some six weeks after submission of briefs in this 
proceedin9 FERC issuee its Final Rule implementing Section 206(e) of 
the Natural Gas Policy Act of 1978 in Docket ~o. ~~eO-62, Order 
No. 104. It states that FERC determined that =echanica1 co;eneration 
projects shoule ~ exempted from incre~ental pricin9 just as electrical 
c0generation projects had ~en made exempt. It ar~es that the 
consideration and favorable eete==~nation given mechanical cogeneration 
by the Federal Government is ~~ple eVidence that tbe energy savin;s 
to be achieved by mecbanical co~eneration should be taken into 
account by this Commission in defi:1n~ co;eneration • 
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In 0.91109 COII 26) we defined eoqeneration as "the 
sequeat1al production of electricity and heat, steam or useful work 
from the same fuel source." In considering t.."l.e align!nent of State 
priorities with Federal priorities, 0.92704 noted that SoCal 
supported P-3A. classification for c<x;enerators meetinq the operatinq 
and efficiency standards of PERC. In. that eecision we stated: 

"Our p~ose here is simply to rank the 
coqeneration priority in the state's 
curtailment system as mandated by the Calvo 
Bill. :he proceedin~s in Applieation 
~o. 59459 et al. will prescribe how 
coqeneration volumes will be determined for 
billing pu.~ses and will~ therefore, 
define the vol~es eligible for ?-3A. .... 
In A..S9459 et al. ?G&E opposed the inclusion of mechanical 

energy in the definition of cogeneration. In that proceeding PG&E's 
witness cited an instance where an industrial coge:c.erator, wanting 
to take advanta~e of avoided cost pricinq and a cogeneration gas rate, 
would install electrical generating e~~iprnent to create mechanical 
power and eleetricity although only mechanical power was needed_ It 
was argued that a cogeneration rate applied to :echanical power would 
not necessarily increase the ar.~unt of coqeneration, but that it 
would be installed for other reasons. 

Mechanical coqeneration was also addressed in 0.92792 
(A.59459 et al.) and was rejected. In that decision we stated: 

"Some parties want tlle co~eneration gas rate 
applied to oecha:'lical !>Qwer. ;..t this ti~e 
the Commission feels that an applicatio~ of 
the co;eneration ~as rate to the seque~tial 
production of ~ec~ical power and beat, 
ste~~ or useful work would, i~ ~ost i~sta~ces, 
not result i~ the ~roduction of adeitional 
~echanical coge~eration ~or provide additional 
sources of electrical capacity. Thus the 
co~eneration ~as rate is to be appliee to 
coqeneration which results in the sequential 
proeuction of electricity and ste~~, heat 
or useful work. " 
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In addition to the above, there are other reasons for 
excluding mechanical enerqy from the definition of co;eneration. 
Mechanical enerqy is like other fo~ of conserVation in that it 
reduces the user's electric ener~ cons~~ption. It does not produce 
energy tbat can flow back into the ~eneral utility system. Utilizing 
mechanical energy has the ~~e result as installing enerqy efficient 
liqhting and appliances... Electric c~eneration .. on the other hand, 
has the potential to produce ~ additional supply of electricity to 
the grid. 

Further, a direct use of mechanical ener;y gives the user 
a greater degree of control over the machine driven. Since direct 
use of mechanical enerqy is more efficie~t tban conversion to electriC 
energy and reconversion to mechanical energy, a user of mechanical 
enerqy gains an efficiency margin. To ad~ electric cogeneration would 
decrease the efficiency gained • 
Findings of Fact 

1. D.SS1S9, as modified by O. 86357, 87510, 88664, and 90794, 
establishes an end-use priority syst~~ for the statewide allocation 
of natural Q'as. 

2. D.92792 in A.S9459 et a1. established a natural gas rate 
for electrical generation by cogeneration consistent with avoided 
cost principles. 

3. D.9ll09 in OIl 26 c.efines cogeneration as "the sequential 
production of electricity and heat, steam or useful work with the 
same fuel SO\l:'ce .. " SUC!l definition does ::.o~ include :neehanieal 
c0generation. 

4. D.92792 rejec~ed ~~e request that a cogeneration gas rate 
be applied to mechanical power. 

5. Cogeneration,. ·as usee in 0.92704 i':1 Case 9642, 0 .. 92792 in 
A.59459 et al., a::.d D.91109 in OIr 26, has exclueed ~echanieal energy 
~roduced at a e0generation project • 
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6. Mechanical cogeneration does not produce additional electric 

energy that can flow back into the general electric utility system. 
7. Mechanical cogeneration should not be inclueed in the 

eefinition of cogeneration which is entitled to P3A rates. 

Conclusion of taw 
The relief requested should be denied. 
IT IS ORDERED that the relief requested is denied. 
This order becomes effective 30 days from today. 
Dated ______ ~J~U~l __ ~,7_1~9~81~ ____ , at S~n Francisco, California. 

Presldent 

" 

:Co::c!s!:iQ::lor R!c:=ard ~. Gr.!lvl'11o.bo1::tg 
:ecos~ily abso~~. ~~~ ::tot pa~ic:ipat~ 
in ~e d~s~~it1o::l 0: ~~ pr~ood1cg. 
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