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that Cal Energy and Luz be relieved of responsibility for that

n(:Tr-pgln

port1on St the project!'cost 86f the k réméﬂ‘Jf63031558ﬁv4ffnéﬂﬁﬁﬁé
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the Commission authéitize Edison to regardhthe*dostsfof the  Krdheyl!

eaaaaad bprg oot taavioD
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Background { qolidetedug 1o1aiV 2413 bns nuxdr»:l"»cm?

In late 1988, Edison executed InterCOnneotiOh“%hdlf"° ”*
LHEICe
Integration Facilities Agreem%nts (IIFA) with cal EOG%QY,v‘é()

to interconnect facilities with nominal capacity of 150 megawatts
(MW) and 480 MW, resP Riv&l , to tbgng i80n49y5§3m19 The

i1l

interconnectionlOffG3Q -MW-ofsnew: generati?n«réqhired construction
of a new 220YK{16031EC VT E'“ﬂgﬁ{sgfoﬁiiijuc g%ween the Kramer and

Victor substationsiand. related\substationJiﬁprovemeﬂts ,
(collectivelyfKndwn* Eé'the graﬂéf Viggér ﬁrq;gé j

NEU (e

In D.90-09-059, we granted Edisonca *éeértificate of public

tex § oty aia
convenience and ﬁede§51ty (CPCN{ to c0ﬁ§truct @ﬂd,operate the
Kramer-Victor Pro;ect./ 90%09 059 a130fspedified an allocation of

NG AT é 4
project costs betwee%ngyyﬁi?g, ,“\éAnﬂ nd; 3 {son 8 ratepayers.

The maximum authorized cost of the transmi531on facilities was
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1 The power purchase agreements between Edison and Luz have been
amended several times. The ¥riginali gignatory was Luz Engineering
Corxrporation., A consolidated, amended, and restated agreément was |
executed by Luz Solar Partners, Ltd. The initial IIFA was executed
by, Luz;;;.ag general: partner;forxcerta1n>limited)paktﬁéfbhips, Solar
Partners VIIT-XII,  Four subsequ mendments . & f&\ye; VifsD
exec¢hted” b?’ﬂh%“lntérﬁgéiéﬂaigh Tié? ?L ‘FE% evef e1 i
SEGS VIII-XII- Projectaxand On?behalfuéfoai&ﬂit 23ub3id ariésiahdmﬂrl
affiliates. Por the purposes s_decision,;thesg various; ji159)
entit188P5Fe3é0118EE1vely  Pots g?egnéoeédrtu%? éige ¥ ere? he
context requires a more spec;fic designation.
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$50.3 million;; He specifiedcthatcthe projeétisscostd wduld be
allocated;ag ifollowsi nindue wds Yo notdowtdenon wli ddiw wooipoy
ot godtat oa ot obuZ s Yo noidon 44,8% nopet fon e bed sl
TR E e R ET TR o:Cal (Bnergy qosig «0:210 ,fece (EC TrrqgA heetnb sl
.21 wid nop Ratepayersnif lo 34,2 o3 [Pianu obes =d sl of
to aesgoioveb DobMOTAL: vIlninillo 100.0¥cet 0 yiul 00
- J,,mnr,,ls_ditsmnlﬁ projecteéd .operating! date: féf>the‘xramer1Vié oY
Project: ,was, December :1992.--: However,= botht Cal>:Energy and Luz i of;
desired. a. December. 1991 operatiny.dateé to interconndct W zooyofqgne
substqn;igl-pgrbionlof thelr;totalzplanned Yeheration: 1To meet the
December 1991,deadline,:Edisoniand: Luz: eht&red: intoﬁme:&pédi&dlﬂ
aggeqmen;mgpggr,yhich;buzgwould.qoﬂstruétﬁthe1220‘kV1tréﬁsmiséiéhJ“
line and: Edison.wouldicongtruct theé,othe¥2systemd tompondntsiaxs il
Q;JuélxujIngaintion.nCaIIEnergy :and1LUz wanted:(tdinterddnrectos
310 MW;of -the 630 MWiof (totalugenerdtion-piridr to>éompletiofi ' St TtHé
Kramer-Victor Project. To accommodate Cal EBnergy and-LG2] Edfsyivy
upgraded;existing,115:kV-fagilitieszto~connését .EwoyCal Efergy
plants (Navy,II;and:BLMrfor:-150 MW) ‘and two-Luz plants i (SEGS 8 Yafid -
9 for4160;Mﬁ)‘Qngangin;erimsbaéis:uqtil!complebionfoftEhSOO\IPB\Hia
KraperpsVictor Project. Luziand Cal Energy ‘sharedGosdt (111001 tepon
responsibility for the interim facilities:i: Jowidarcd 03 900,3VE V2
Lo ihOnce we-approved cthe (GPCN /for .thé Kramer-Victor' Project,
Edison promptly initiated.constriction con<itssportionof sthe et tnitn
project and construction by Luz. was scheduled- t01commende
February 1, 1991. When''¢o Ui:f’tfc’tloh }))5 r}..{féjcf'h(imno)r')’aeagﬁlpj in

o dsmnadny Sl l().LJ.Jli
February, Edison wrote té6 Luz on March 11, 1991. Noting pro;ected

delays in construction of the line by Luz, Edison proposed
revisions in the schedule of payments from Edison to.Lwe..oThrough

i dp 2011w
the firgh, quarteri of;19311 Luz{had)paid Edisom$71095;0003fogeds Do

g il W _2aidr t:lna'\ VIOanL)i
Kra?nter?[yifrfablj}f[ gbt dg%k Wh'll‘éissi‘.}fstn a\jle duﬂ 57'u‘?x§1909 a3
for’ Kramer“V1cth(Pxonecb;workxto bejundertaken1byDLm z1 Jetld si1s2gds
legionitq 23 1o JLI dJiw \{fJJaub bricqastroa ot yoiapidAnsd
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-4 b In thecsecond-quarter of r1991<Bdigon-continued (£ér £.0:2
progress with its construction of the substationcfdeilitidsryst (o
Iuz had still not begun construction of the line. In a letter to
Luz dated April 23, 1991, (Edison proposed thdat ho further payments
to Luz be made until the start of line constrit¢tion by Luz.

On July 1, -1991% Luz officially suspshded development of
SEGS; X, one:of; the: QF> facilities' whigh it hadvplanned: to' connect to
the Kramer-Victoridine.-D Atithe, same:time,S Luz tetmindbed a1l oot
employees of DILhand:various LuzZaffiliates atid sublididkiediotineh
iy dsor oOn guly;9;019915s Edison’ wrotes Lot Luk Development! Hhdledue
Finance; Corporation: (LDF) o atat ing; EA{sdn! s, condern abbut "£hEooU
status.of.thejEdisonipayments;:izEdisohrrequestéd! &n adeounting’ 8£25
the expenditures;forsthe:$7;176,000 ofupaymentaimade: by’ Eatson, ti!
along:with a:gonfirmation of Ithe:smaterials-andefuiphent! currently
in:Luz's-possessiony sEdigon-asked LDFIté-prévidé the adéotntiig?bf
July. 29, 1991:&95 yoaoad £827 oinboreos06 0T L3090t f0IRIV-1amnae
¢oe-On Julycll, :1991; ~Edison:suépended €41 constrictibpb ey

the KramersYictor iProject: Bycthid tivey<Rdidonihad?spentil) eianiqg
$18,641,000 . fox.enginesring, I¥ight=6f+way facquisitién, (ango=21 ol ¢
construction ofcthe:substationz [IAn addition, Edison‘had- paid buz
$7,176,000 to construct the-lindiony mixsiai ods 10} viilidiauoygest

. :notosd The following day, July 12, <1991, LDF wrote ‘té6 Edison,

stating :that (Edigon.was corresponding:withithe wWrsrg éntieys nonibd

2.(T}he cagreement  fox:LUZ - tobuild itHe''220kv.ov brs dos{otg
. line was negotiated directly, by, Nz .. . seer .1 visusdad
nt cdﬂ‘sfti{fu&idﬂ:’ el i(hc‘i)&*n%”zkrﬁt‘efha"ional U o
foninaf ot piticd R r 10 finerd o sind o2 sdoiw noeibd (yrspgdotd
. Bonogory gosibd (sl yd enil sdt Yo aciioprdenon ni ayslob
' (T T N i WL B T Gl ld s IR aedne adl ai eBaotaivoxs
27 Edlson Haarebdbd’ Kth ‘eotkdspbiddiite! to BTSN ITS at’ ok, “ Loy
had assistedyip:the pegot i‘atib'ri\s;dfa:fi:he«guili?ﬁ;? but> LDE”Vgﬁ’ nottat ond
slanatory. to Lz p contracts wirh Edison. .fhe astual) signatory: to.
the dménded: _I'I‘Fﬁé?b}&g’ LILF‘.“: !-l)gfé %rj,i"_‘ g’Bm"t & record before us it .
appears that Edisopinevérimadesany effdrt~pridrotdh th& Liztons1d 10l
bankruptcy to correspond directly with LIL or its principal
officers. Instead, Edison persisted in writing to Mr. Wills, and
only Mr. Wills, even after he advised Edison that they were
corresponding with the wrong party.
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‘;w;-s-}'.*;i-;=-:_u;bﬁ)pexff).rm.e(lsynder:ith_e.}agreémentuﬁ'elje‘(qqi: a'yprand fed (o
o ARIRSIStely, Franaterred, Ko bl CRROVIRACL e 10 s
oton 1 ATRold Goldmanraund:Joshua-BarxLev:wh@. arentheix. & 'nonihi
i1y 2pEYopriate people,to, respond to your requestst .. rsiuya

1o ypronOnduly 15521991 Edisoncwrote "againito~LUF, noting that
$3,400,000.in; payments-were overdue-from<LuzroIEdisont2équested =i
that payients be;made- by July26;c1991 1o aoiiyeq odd 1rd3 hobitvory
sThe . July, 26 :and, July}29 deadlines fé¢stablished:By:Edisonis
passed. withoutany further responge:fro Luz.is:Nevertheless :Edison
did not; . write again to Luz until. October r15,: 1991 WwHet Edidon iriioD
again-xequested. fxom;LDF,an accounting:of the$7,176,000in 320> =i
payments. to Luz i5-Although :the srequested dccouriting wasalyeady’ [sD
long overdue, Edison granted LDF an additional month'.to pyovide' the
accounting: i tdan atnosibd potwoffel (feef (U wsM 0l o
. viei On October; (22,1:1991,LDF.-responded: to: Rdisoni » LDF againt™
’ indicated that all monies received from Edison Yelative: to the oW

Kramer:Victor: line)were, immediately .trapsferred: to: LILA « Edison

apparently; took.no action;in,response to:the Octoberi22 lettery @CCi
Cia0n;: November 251199153 LIlsand:rélated Luzbentitiesd fileq:t
for, bankruptcy,: In.January.1992;Edison-filed:claims:in:bankruptéiy?

court,to. recoyerithe,money, Luz-owed:EBdison:cin o unitizeqg aidz boltl

(Cal .Epergy Settlement); Since.1988,-CalzEnergy-and Edisonihid~ol (s
numerous disputes over cost responsibilityrfor)numérodsofadilitiesha
including the;11%:kV)rebuild,ia new.220rkVilineifrom"nea? the

Inyokern substation to,thacKramer:substation, supgrade ofifadilitiesd
at the Lugo substation, candsthe [construction-of:rthe sKramer-ViEtert Hiid
li“e5acThe1di$RQE§§¢iBVQlE¢dHisaueéarelaﬁing{66 costcallocdatilonpneti

REE N Yy

addeqd-facilities charges, fandelinecloss:-responsibilityo yiovooss 1ol

airailen [oinivito e'nocaibd naswied sonotnllibh odT .000,1E£0,VIg oF
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Cal Energy andi Edisoninegoti?tedlneﬁ'faoilltieé charges
] r 3 DDy AT
on the varigﬁé‘Ediéoh §£n§nqéd £4d giégﬂ,,Tpégpart %eﬁ@lso agreed
on Cal Energy'’'s appropriate share ofith$’Lugo S?b§tatioh‘upgrades.
1o} oif Aari o

As part of the- qékd§ éfzﬁﬁi . n&sguﬁhe par;ies‘agxqedlthat

_ll\

Edison’'s exiebing1InyokernixramerﬁVioto&ville»Lugo transmission
system would be 'tfié péfﬁaﬁénE““‘thod Qe S8RV e GAdeR EHe IIFA.
timiy pniThe Cal Energy:Settlementcdid ' néElielidvaiChlrnergy of
its cost-obligationfor:therKrameriVigtor1Projeat iNrThe (s6€C1ERENES
provided that the parties wouldCjoinblylséekiratebase €r&atwsit 16£ 7
the.costsyincurreéd by :EdisonthrIn &dditionrthe ‘sattiemsdt
expressly.:provided :that :*in the ’eventcths reéduest 1srdenied by ensnd
Commiggion ;i Cali:Energy remains-oblidated forl up tSf$s, 880,6606f Pib
the costs which ‘are ot.allowed ‘toibe ‘¥ecovéred *from Fratépsyers e
Cal Epergy;has;pnpvidedvsdiéonﬂwiﬁh*afléttér“of’Eiediﬁ’hé‘sedﬁYiEV‘l
for: this . obligations: frroitibis ne 4CI boajastp neoaibi (asubiove phol
On May 7, 1993, following Edison's settlement with C4127%
Energy, ‘Edison:terYminated:the; powé¥! purchase dgreefietits ‘td buy
power -from:SEGS X+ XIX.: i ccrd bovicensy zafresy [he tedl botaotbng
(et On August: 24711993;64h 'the! Notice' oft:Intent! for’ Edisonrs ™
1995 general rate:é¢ase} Edison requested:!thati the Kramert Victbr”‘y“'
Project be:considereéd:as:PlantiHeld! fol Future usé&iov Howéever,
following.discussioné>with! Commission staff;t Edisoh and’CaltEngrgi,?
filed this petition to modifyiD;90:09-059,vaskingithe>ConmisBloR td?
relieve:CaliEnergyand Luzsfrom:the2&ost. obligatiohs férithe
Krameyx-Victor-Projectradsigneditoithém by!thataddcisionrand s>l s3=a
allow;Edisonito recoyercagssdoiatéd’éostaiin the1R16éEF1¢ RevéndesD)
Adjustmeént:-Mechanism1{BRAM) i {idiancaeast 1263 19vo asiugzth suorsmus
=if1 TherDivisioniSf\Ratépayer Advoéatéss (DRAY [£i1dd RM1HE&~TE
protest itoithe pétition .for modification’ontJuly 14}3189dve nisioynl
While ‘DRA-supportsrthécreqiest:tonreligvelthe QrPSJ6fcEHE opinl o:id I8
Kramqnf,‘{i,ctéf{costs;rDRA[béliéveszthabiBfli's'éﬁféfoi’—igiﬁé‘ibré‘{fﬁést9"1I
for recovery oﬁ:dfﬁeﬁzinvﬁstmentJo£L$f8f641;000TéH6u16iﬁéIféﬁﬂcéébbﬁ-
to $17,131,000. The difference between Edison's original estimate
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-and .DRA ‘g, recommended-amount.(ig attributable:to the (costis’ df2 Jootib
equipment that may be used elsewhere on Edison'’s ‘syste.>! Edisth ©!
does not; contest;DRA's, proposed adjustimenti to it o¥iginkl request.,
ot [iteOn;May,; 2545199441 Edison: reached: a’ settlémdnti withs the s
Bankruptcy :Trustee.;oThe: settlementnotés that Edison:hadidlready !
petitioned the Commission:to relieveiLuzroftits)cost responsibility
for, . the Kramer-Victor Projecti =1fithe Pétitionvis>dgirantéd, Bdison
and; the ,Trusteeiagree:thatsEdison shareholders would:retainrehd (oD
$7,095,000.1Luz previouglyipaid EBdison-for-its.share“ofsBdigon?g’ vd
copgtrugtion;copts«1sInfexchange; Edisoniagrqes”toiwaive all Sffies
claims against the Luz bankruptcy, including the $7,176, 000iBd§88A1
had paid tQ:-Lyz andifor which;Luzchad-donecnontangible-wdrk. If
the Petitiopiig.denied;-Edisoncandvthé Trustee lajréethatERdigon s
claims;would. be:gatisfied; i f-fundscare ravailablef-duririg ttheoiirey
disposition-of-the -Luz bankruptoyirods (brone2 . €7290-€0-0€.0 vd mod3d
o PRI RN On -August 29 1994 2cthe:assigned -administrative la\-?'ijﬁ'clf;Vé'
- (ALJ) issued a ruling directing(Edisonito respond.to a' seriésfef =r
B @ questions relating to.the circumstarces- surroundingiits rdquesdtpori?
Edison filed responses Y& th& MY {ng W &b é‘iﬁb_jet"' N, Wgdipangy, 1o
November; 19,:.1994, .the AlLJ, igsued. aisecond rulihg: finding' that
Edison’s responses to the-August>29 ruling were inadequate’ andd 231
directing Edison;to amend. its: responses. :Rdison:filed: aniénded
responses, on Novemberi:30,:19944% odt «rbny boriupot al® aolloibeing
casdosuThe Commission! sy February: 8,41995 meetingiagerndat patket s
included: a. propesed;decision:which:would>deny:the pétitiénitel 19wcq
modify.r; The proposed.decisionywasidistributedrtorthe. plibliespridy'é
to the February; 8:megtingis Shortly.after!receiving! &l edpy’ of2€her21
proposed.decision,-Edisonymetywith: individualoCommissionerd antaeibd
ex:parte }i)g,sg}gi‘t;oegz;pxe.s_s;,r-its;oppositioﬂ:ltoathe proposedidéaigiofiiaX
As a result of--Edisonis-ex:parteéncontactssrtheéCcomfiissioniddcigsd s
to seek additional evidenceifrom the:petitionérsz{Therdéforapithgedue
Commissjion;scheduled evidentiaryshearifigs .onrthe-pétition €4 {f6dify fand

- 7--8 -
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directed, Bdison -to make aVailable:witnesses‘whofaré ‘ablé’ to Yéspdiia
to speclfic: dssues'movibd ne oz o bonw sd e 2edd Juetiopo
sargpeot [AS authorized: by:the. Commission (TowWa¥d! Ut{i1ity Rate #o0h -
Normalization ((TURN}1-filed> ai Protest: td' the Petftion"oniApril 12,
1995, ,; TURN contends that the:Kramer:>Victor:Projecti dses moklnest
the; criterja.for.recovery,of -abandofied plantizois o will borcisl Jug
it .rHearings:wereiheld onrJuhe 83and>1d,11995¢- T Edi&bn> Ahdiol
Cal Energy-preseiited testimdny:at theihéarings:o:Briafs waterfileqs
by Edison;i.Cal:Energy,=TURN;Yand:the Califofniairara Bureldl? . cThe'é
matter was submitted:uponsreceibpt ofvreplysbriefs~dn>Julyii2y:19932
Discussion; atvi ., v2 od3 pribufsit yotqusdand sol 9131 denisps amisio
3:  .xsThecpetitioners:makehtWosréquests. :cribst, StRepiré4adst ol
that Ca):-Energy:andrLuz be:relievédrofcrésponbibilitpifopichae? o432
portion;of,the KraméreVictor -Projéct *céstsiwhiah: ‘was<dsB{gnedeeds o
them by D.90-09-059. Second, they:.requestrsthat:the& ‘céamissidnodaib
authorize Edison torregard:the:costs of itHé KfameriViétsf Project
as abandoned plantifor:ratemakingipurposes; tb vniiua 5 bopazi (LJA)

{ -

Should .Cal Energyand:Luz:be:relieved of ‘theiroi vuiirlxc aiollasup

cost resggns1bi11tg f?FLEPF uncggplg;ed project? - et 20051 qovibd

BT W

; p1We willfnobrrelleve ‘Luz. ofﬂits cost fespoﬁélbxlit?"f%ﬁ?”ﬁ”

b we recognlze Uhat eachielectric Utility“hnderibhf“*’J"‘”
jurisdlctlon "is required under the Fedexal. Publié utilitiegnioqent
Regulatoyy: Policies: Act: (PURPA)S to:inté¥connect? with”andiburchase
power from:the: OFs developed:by. Cal> Energy! and> Luz»:(D190-09:058711
37, CPUC2d: 421) .oiiTos interconnécth the<Call Energybandi Lz fAeilicidy
required,ipgtallingidedicatedslines: frém theiblgeneratorss€al odd ol
Edison's transmissionﬁgfid~ivCa1tEdéigyjinté”‘bhﬂectéfatﬁthe i“?QP‘q
Kerp-substation-with péwerithen!flowing> south°along Highway Uéf395x9
through-Edigons;220okVitransmigsionolinésxto2thé2Rpimdy 3fuz29y 5 24
substatigninilLuzialsosrintéréonnects atstheKehmer Sabstieibn €237 ©3

:zii%qiggqilitycl3imilesﬁeasb.8gFromﬁﬁhQTKféméki§ub§tétioﬂ?EheCQ?3?ﬁdﬁJ-
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power flows .south through.Edisont's transmission (gfid(to ‘the Victor
substationcenea! il putrewol pathbulond ,edttansd waojaya oldizzeq
it An D.90409-059,5:we :authorized ithe construction ‘of/a nhew?
220kV, lipe. from: the .Kramer:to Victor: substatjions;.toiserve iLuZ'and a
CalEnergy, because #all: parties appedrito agreel.that SCE needs: ts %>
add additional 220 kV transmission capacity in order:to moverthéod .
power. from, these: QFs,; as (far.-gouth:as:the.Victor:gubstation” (Id.}).
D.90-09-059(adopted; Edison! g: estimate>of, project costgcof:$§5014! 1o
million with:$18,2;million; for:substation ilmprovements and:airznnil
$32.2;million for the;transmission;sline; (Id.zat 425)tavo bossiuolen
sind bus Dp901094059 also addresséd the allotationof<costsiamonys
the.parties,.In:D;85409-058;weiéstablishediour:pdlicyifor costlils
responsibility for transmission:enhancem®ntsinotispecificallysus.toy
dedicated tojserve,the:intérconnectioniwith théiQRafacility.
We .adgpted-the.policy;ithat;FA .QF isiréspdnsiblé onlyjfor3si™ onpndsd
interconnegtions, and other-facilitiés solély-bensfidialcto theQFR:a
This approach-eliminates ~therneed-for avdifficulttost .allscationil
among !'—,h@.x_:\{é.ir.iol.l,s?USQI‘S:‘chart-rarismissioﬁzzfaqil-ity—:=rf:_'On occasionjp ik
t?@ﬁsmiﬁéioﬁaﬁéQilitYﬂsiQQabamaYioﬁtweigh its syatemiwiderbenéfitss
We continued, noting "we will allow utilities to follow the .nenzol
pringiple that .as long:as-a:transmissionifacilityrhas system-wide
benefits,..the ;utility!s ratepayers aré:respdnsible:forithe prudentH
and reasonable cost i, The:QF-is:responsible-only forino> tonfosg ois
interconnection .cost and.other..special. facilities which have ric 715
system-wide benefits.kac(Di85409-058;ic19 CPUC24A 24)>' Jtedd babulonon
teon Iis AN D.90-09-059 5, we expressed ‘our .cohntinuédisupport fox @i
this.earlier poliay,- J\The universal; dpplication’ ofuD.85-09«d58iand 1
subsequent; _gie‘gdi's“ip.n‘s 3, j@[igb -dnterpret: that«order is. the bestrway! to b
pregerye; that balance .o HoWever;| weralgo: acknowledged: thatrinia adi
"D.85-09¢058, remains ambiguousjas,to whati criterid should, beys1og (S
applied to define the parameters. ofssystem:-widetbenefits.?: [nublasy
(D.90-09-059;::37:CPUC28,438)izun ow €20-€0-00.40 af ,eud?
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ey iV ad In DI90109¢059, we rréviewed ifsveral Categories 'of 1 1owey
possible system benefits, including lowering line losses/ i pPrévidiig
for :future growth,t:increasing ‘systemisecurity 4&vd Yellability,
providing emergency supporthifrom other utilitiesy! inoreaging {htdy-
system transfe¥ capability, and-adding firm redourdes: dubing Bysten
peakiconditions.~hro ! yviinraed actavibr=nntd VA 0SS [oncit tibhe &0
_i.h1) “a Edisonidid-noti'ackhowledgéssysteh-widéeéibenefity  from any!
of these:sources:; In fact,}'Edison”’s:expert: testifisd thit?-20-02.4
transmission :losses:could actually inorease’ 1fiilossthiwdiey noillin
calculated overithe entire peak!period.~DRA}aldsd folnd E&l~ 1E- SE2
any, -systemswide:benefits: oOn the:other hahd,¢Ca1%En8tgy and Luz ‘
alleged systgm%ﬂiQe:benéfitébiniallsare%éﬁ-QThé§C§Cﬁélsoaf6féﬁﬁsEéd
potentialcsystemiwide benefitstifimostiaréasinis 10} yiilidianogani
¢JWeinoted thdt thévprojéctulikelyrdidilons¥sling 183aeshob
because "itrappears l1égicalithatea Héwslineiwilliéadsédohe?sf Ena”
power: flow ‘on«-théiKrarex {Lugo liﬁéi663flqwfdﬁﬁthéﬁnéﬂlRféﬁéESViéﬁ8§
line;instéad.":.(D.:90=092059; 371CPUC2d=440%) IcHoWEVEr}i withas 2fdT
dispuﬁeSrin méthodolsgysand data;: we were lnot ‘able: €6 ‘dddptila rucs
specific quantity:-for any system-wide:bénéfit, vindluding-lowdr=14iid
losses., «ij wolfo: of zaidtirin wolfs [Liw our palltoen (booafdaos o
sbiw-roIn: therabseérnceréf s quantifiable:banefitd, We ‘adopeda fan i ta
Edison/Luz ragreémeritiiunder -which Luziagréed td'bear 44 :8 percdntiSf
the project costnl We:recdgriized :that ‘Edison Tand €4l Bné¥gy ‘hdd AsE
agreed on.Cal’-Energy’s 'sharé Jf.project i ¢osts s -HoWeveY, I wWe'om ol
concluded that "our dpplication fof D/85:09-056 in'{¥s chrfent rfory?
has not perguadéd:us that -Cal iBnergy: should ‘be' F€1ievéd '6f all cost
rasponsibfliﬁy‘foﬁxtheapropdSeﬂ-pfojdc&iﬂ?(DTQD-091b§9}’37EEPUCZﬁTL’
440:);5Welallocated CalrEnergy’ s'‘share’of Projectt-eosty batfed Ion e
its share;of} éxpected:géneration;v 1500f“630MW BY1-2318 pelbent Gy id.
21 percent,hexcludings the> tower oversbufldiidWe Hllocated EHy?-28.4"
residual 34.2)percentitor rateépayers.eroicnntaq odd eniloh o3 besifqys
Thus, in D.90-09-059, we assign?®d dostiShates: T&r this? -dl
project based on a settlement between Luz and Edison, not on the
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:regults of our.analysis;of system:wide berefits. 1<In‘the ‘absenca o
this agreement rand:with:oux-continued faeceptanddofi'the pY¥indiplés'
of D.85-09:058, we Would .have :doncluded - that tHe' potential “for ddlie
system-wide -benefits would require. ratepayers; not: tha' QF; "to BEay
the, cost, of, this: project:: In'Di90:09-059,> Wwel acknowledged’ the oo
ambiguity, of1.D.857,09-058,+» but: we;: did pot-ovekrturn! the  Brandards 4i’
thjts'iqa__xgli\e{‘rl Pecigioniinvontelt L ton bib =w jud Jos(owg bsiolgnonnu

noissariAsyouridiscussion{abovei.-indicates,tEdison tonstiudted?aAnr

portion; of. the; project-and’ spent+$18.641 millioniofiwhleh>$17113 L
million ig,attributable{to:this>project: Underbits daidemantowieh?
Edison, Luz would have built the transmission line between thélortad
Kr@mél‘«{ and; Victor.substations:=Luz:dedldredsbankruptéyrbefore it
started the construction:ofithesline.oiibuzcbatkruptapindecdnly eidd
stopped construction butcalso;ended-thecjubtificationief EHe renibi
220.kV;ling,;  Without:Luz generation;-Edison~did"not ri€éd itharaewo:
line from this project andfcould-transmit ithe-génaratidns£from-dal (o
Energy on:thejupgraded:115-kv=line,! which ilniz' and .Cal:Ené&rgy had
joi—ﬂtl)'.fgi.!!.a,n@e,dir': dordw yoread [e0 sy nosod pesd svel Bloow dotdw
ot don siLuz bankruptcy.was thepreééipitating revent ‘which ‘made thle'
projegt.unnecegsary-arid .Edison!s expenditures’ \iseless ‘excéept fHEUn»
Sé.‘_.]s»‘@é;q wvalue.;; We :received no. evidence whichiindicates ‘that'gitHey
Cal Energy .or:(Edison contributed ‘ih' any way: towWard: the' probleiy [ f i
which led to Luz bankruptcy. In fact, Edison advanced Luz -1oiflii
$7.2 million:.which :Edison :apparently:intended ‘that>Luz’ usé to
finance, the;transmission ;linel<. Therefore, Luztremains responyibletd
fQF.s-L.i\_!:ﬁ: share,;of: the; costs) expended bysEdison»or ‘448l perteht BE31uq
$17.231,million: or $7>676 million and for<the $7.0(176>million>whiahiv
Edison advanced:Luz,swhich totalsf$14:851 millioh.o/dizncgast omoved

Cal:Energy,ronsthe: othéxrshand;oiszhotoatu fanlt indcaubing?
the fajlure,of,ther Kramer:VictordProject .oidCalTEnergy:eleaily dbddon
not bepefit, fromraniunbuilt line(iiCalmEnergyihasvpaidi328tmilliands
foroél\;ypgxédssius;l,lé-:kve1-ine whichzgerves CalcEnérgy’syréqiirsmeiesoT

We impoged,on;Cal;Epergyfdnd-on-Luziindeépéridentrshiredrofeddstodol

Y
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respongihility for a project :which-both fequiredfﬂfWHeﬁ we éxdmined
the . pay,: An; which Edisoncouldirecover: costsifromfcal -Enéxgytfor 1¥'s
share . of a completed: functidnal: project,s:wé ‘onlydisdudséd the'l 1o
recovery pgacQstsufrom”argompleted'bperaﬁihgﬁprojGCtvb?*ﬁdtiﬁg”th@
control; which. Edison: held, over::the' QFs.l We''could have' used thapi!
opportunity;:to.make( CalrEnergy responsible ‘foX the'‘csbte’ of an>id e
uncompleted project but we did not. Moreover,: CaliBdérgy did’ nby!s
agrqé,;gjbggpmg jointly, responsible  with:Luz:fori'the construction
or; finance {of.ithe>pxoject: [We.zahnot:hold:Cal: Engrgy-tésponiiblera
for; cogts ;which it;did not causesand:fréom>whithsitiwillonot aofliin
benefit: ;1aqwiad ouif noteninansd ed3 Jltud aved bBluca sihl noznibi
1i esoi1cBgain;.wennotesthatowesasdsignedi costivesponsibility’ £68141
this projegt;based.onlyconuthe.agréeméntlbetwédn Ediasn atd Lazisie
Edison apd Cal-Energydidinotsireachragredmentd ¢wélimpdsed> boigode
responsibility on:Calf{Enerdy.-based-on:the BdisoéncLuzvagréémént~ainds
on ;the relative;project:size ofrtheftwo QFsc Jon{ony aldd rovld antd
i yp-However, iwe willihold Luz iresporisiblelfor théfdost shipéd
which would have béen borne by Cal Energy, which isft21:pé&ident '&f ol
the $17.131 million.spenti.by:Edison-or $3:597 milYi6r. S'Luz actions .
caused costs -incurred by, Edisontto hdve :nd ‘vdlue vexcept “§alvage [ o<d
Consequently,. we -agsign Luz  a-total::cost irésponsibility 'Gf\$ 18734462
million less, the $7.095 million whicdh-itl paid:Bdison"or<$113s3! (6D
million. Si!::-; Fooetevln oo tPd L goat al o Lyodasdned sel o bol ddnide
o+ We;expect:; Edison: to: pursue’ these :claims in banky¥uptiéy S- 1%
proceedings, against:Luz:} IfcEdison makes’ a ireasonable attehptoto!il
pursue thegg,glaims andsredeivéélléss than‘the“thhIVdollé?’dhbhﬂﬁ33

A

to”
become responsiblehforlthe Shortfa1l106 5 HWe énclmratyé!lfdis«bn”!:o“C“’“"»‘I
regolye;the bankruptcy.issues quicklyjoinéluding!through>a
settlemgn;,proc¢§$3ueTo the. extent1Edison’ {s>unablel tol vedoversi ol
thgsejfundgsfron:Luz;iBdisonimay>filesan AGV1éé!Létte?‘heéklﬂ§3fat8"
recovery ofranysunrecovered amountsioiIn reviewing!uthan Advigero?
Letter, thejonly«igsue:willobéenther reasohablenasaiofsRdigoh?g-qnt od
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effortsg Lo . retover any.such:amounts from Luzoi Wehave digposed of!
‘the remaining Aspues. ) aforg a1 lo ssie so onafg (oap3 odd 200D
Should project: costs not:allocated to:Cal Energy:or nétuocs i nodw
recovered f1om Luz be{granted Abandoned Plant Treg_@gg;m, veny earedd

R AT T ] N R L S

The Commission rarely allowé‘auutillby to ‘include’ fopfinigs
abandoned: plant;-in:the,utility’ s ratebasé .y PU:Code110055 (d) ,
provides thak:;the.Commission can .allow the) dtility: to ‘xétoveir: in it
rates Freasonablé. andiprudent, costs'trwhent the' Coitisnion. hagsnousos
determined: that the; plantybecomes: fused> and: iseful ,*>tarnimnnesd add

In;D.84:05:100,swe fanalyzed the:ociYcumstahces:under>which
we wi;}njpc;ydggabandonedjplantcinrratebaéei[idbédncludeiabaﬁdOHédD
plant in.ratebase reans; that-we 1will nothapply.ithezAusedland
ugeful? <Lesk; ,1p;PU.Code 1005;5.s1-However,nweistatéd that¥wa’ ‘willeer
contiﬁue to apply.t"the.critexion ofireéasonablesminagerial=gdkilree =5
We then;asked how shouldj?utility fmanagementuperférm.it3iprojese.ve
planning :fungtion,under conditions lof :greatc ufﬁ:értaiﬁty aAdft1qna ad
unusually shigh.risk2®.;.{15<CPUC24y126.)> . sl Badrsts

i {11, e deyeloped-three CritefiastofevaLUate:whetheﬁfthéGE 23
utility reacted to this: uncertainty appropriatelyi iThesé threg=2ibi.
criteria ;include¢-identifying:relevantrisks;canalyzingiYelevant
projqé;g;ighd pexforming projectre-evaldations/wpsnia aldeiozsst”

,‘U&)c ..He_.stated .that 1dentifying:re1evant préjedt riskSTIVHB”DF

to maintain adequate-and rellable-serv1ce."u He : notedianalyz1ng
parb1cular;prOJecLsLhmplles;that,the utllltershould Yeflectrambnul
overall; strategy to minimize costs.. «/'dHe stated:thatyre<icalbd hid
evaluqt;qp means, that .the, Sutility.:should: frequertly reviewiitgraard?
project cpmmjtmen;s‘t¥ e (16> CPUQG2A 1126 H)ison yiovidusguordst noatbd
v 1tLio52 Thesestests applyswhen:the:utility. is> undetialdenerals sinl
obligatjon, to; find {he: most,costieffectiverway torneet>custohar sodl
demand, These, tests, emphasize project selectionwint the>facet dfiadia
uncertain,costsg.apd uncertainsdemandisudn D1904094059] we ordéredor
the construction in a specific location of a specific linéZ€o%Reét.q
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the i.sp.e.c‘if;iczgén‘eratiomo’f rCal Energy rand Luziir Edigén ‘could e 1o
choose the time, place or size of the project noxithe ipartiiers with
whom 1t would;cooperated 'Therefdres we ‘canhot 'diréctly 'épp1§" heé'Se
three tests YHd W1 a1y R4 Gl D e h ik Snabra 2 Y onns
managerial:skill?: (15 CPUQ2d 125) yloret wotunlts 10D «dr
.£») < Edison:ipromptly. -builttithe: substationfimprovementaiiobneds
incurring,the estimated: cost.sc DRA has .found: th¥ze>ébsteyl? a2obivory
reasonable. The: 220,-kVoline: Apparently’ wouldihave beduusefal hHad?
the transmission lihe:been: constructed:>iconttolotd éomplatst theiob
project :passed; from:Edison: €6 Luz;%ho:bore. fihandial.4dndl
opexational-responsibility: €olconstriuct! thestranshisdich>1indltv ow
LrreLUz2was: $cheduledtto bédginrconstiuation éhsﬁéﬁiﬁa‘f{r,-i‘}“?q

19914 ;..0n.March 11, Edison,wrote>Luz.dotifig thedélayiaddpripoding
a newi{schedulespsThrough-Marchs31, Edisoniadvafiéddyluze ot cuniinos
$7.095;million.» (Edisonicontinued c¢ondtructidncdf itd aubstatidn,ow
Oon April;: 23, \-1991;":Edisonr.wrgtéﬁLuz=téuéﬁendingf‘ﬁayiﬂéﬁt’é”ﬁﬁti‘lfﬁﬂﬁf“
started its construction. On.Jdaly 1ptLz  suspénded c8nstrudtisi 'F
its generation-facility:and:terminated itsrempléydéesy™ Oh July 11,
Edison suspended its:substation constructiongidd ot Bodnno: yiilisy

snnvei<This isequence:of levents:falses ‘tWo “isddes “olé&dnig 21110
"reasonable managerialskill:%~-First,pidid Rdison uwsé& &uéh 8kKi11cig'
advancing :the $7¢095millior:tosiniz? ! Sedond,;'did Edison*use such
skill in sus‘pénding +it's-own':substation: ‘construétion?'v =it 2sinplido

vaisy Withirespect’ to .the first:ligsue, Edison*gTadvanding '6f' ©7
funds:.to; Luz -implies’:that! Luzwas' fauihy ‘some! finalicialidifFidulEyd
Did Edison exercisé :Freasonable managerialt/skill® in'‘ddVanting #1ovo
these: funds?,5-1f; Bdison -Had: refised to ddvanté thé! fuids) ‘theirvisve
Edison retrospectively could havéd idcéélerated’ Luz: bankkuptdy JoY P14
Luz entered:bankruptcy. and neveri:compléted dts génetratioh! facility,
then Edison;could:not ‘fecover)Lu¥%! sharedof2 Edisbn '&1ebst? of the?fldo
substation;work: fromiEdisoh’s PPA"paymentss toiLu2iwhich> Wl had iemsh
recognized as theibackstop sourcderofarevénite? £or Bdison'a?csbtd {arav
D-90399505‘9;¢i‘£ siitoeqe 6 1o nortesol oitinegs £ nf noidoutianoyn odl
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Ly oeqfs i1 Moreover,; we, have encouraged coopdaratison bitwéen a
utility;apd itsQF in. planning and buildihg °6f inteYxconnestion Josa
facilities. . I1f Edigopn thad-not-.advanced:the :funds'ithen' Rdigon!ettt
could have bhelieved. thatidt,faced: some uncertainty.dn’ oug>ivotg sind
assessment' of . responsibility: for consequential probléms: which Lu¥’>
encountered.,: This, doeg: pots mean' that:we hold:the utilityis seniips
responsible for,alliproblems -in>the:utility-QFf: relationship,obutiscd
only that.in;this;case,the>utilityifaced uncertaintyishwetconélodai -
that Edigopn,exercised.f'reasonable:managerial’skilly $i advarcingsiv
Luz the funds. : wodainsAned sl oifd 1o aoldisoyzib
1 baulsHith respect to the:sécond issueyidid Edisonielercise
“reagonable.-managerial skillfzincsugpending>itgrsubstatidén? birn sirl
constyuction.afterixecaeiving=notice odfrLuztbankruptoyg?scBywo xoiltio
advancing funds, Edison knew of-Luzcfinandial*difficultiesils opvesio
However, Edison-did-.not:receive:definitivérfioticevof therserious
nature ¢of :Luz.financial problems untiliJuly-~1 iwhenyLuf-guspéndédivs
its qwn.construgtion;::Edison suspended-its dwnreonstrudtion Within
11 days. We find this a reasonable [delayo.i~Ihideed; We Would have (=
required that Edison present .substantialfevidence 'supporting‘its
position if. Bdison had suspendediitsisubstation work ‘at:’an'earligy !
stage becausg; this..suspension(could have “accelerat’ed the"finateizld
difficulties which Luz faced. cinzibd yd Boavioonoar nlamiieg
Based upon the above analysis, the Commissioh granty!lono?
abandoned; plant; treatment; for: the: KrameriVictor:/Project:'¢tbsts” for
ratem?ijQ;PPIRQ§??IﬁszEﬁisph{hb jrransong 86D o pozibd yd biébnocgxoo
Findings of Fact;vus noaibd doidw aofifin aVL.02 ol 1ol fruts norifiim

r

snasely 1D.905095059 granted, Edison ai CPCN for>the!KrameriVictbyloJ

PFQ??SEiQﬂ@zéllgcgkgdgsps ¢ost-of the projectibetwéenvritepayerd>idw
and .Lwo;QFg, (Luz and;:CalyBnergy.coillin-200.Ve ods priontidue 193314
2. The petitioncto modify D:90:09205928eeksd>tolralievencglsinl
Energy.,and Luz.of theirqcostyobligationslforoprdjeatacostsd. -S
3. By the timg;Bdisonjceaséd.construdtiontdfbtheszun> jon bib

Kramer-Victor Project, it had spent $25,817,000 on the project.

- 15 -3t -
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4. n-On- May 25,:71994,+ Edigon ireachedsa’ settlémsnt:With the Luz
Bankruptoy.,Trustee. Ifithé petitioniig rgranted, ‘Edison fad the ¢
Trustee. agree..that 'Bdison shareholders would fxetdih the $7’h§3’ﬁﬁﬁ
Luz previously, paid Bdison:ifor:itd shaYe' of’ Rdidoii's’ dohgtuct 16
cogtse. - In exchange; Edison.agrees to waive -4llvof:dtsieliimgienanc
against the;Luz: bankruptoy,sincluding thé> $7;176, 000" Edi'son® Kyq~n°
paid to, Luz:and: fors which! Luz) hadidone no"tdngible-work.oldf: tharor
Petition,is;denied;s Bdison and:the’ Trusteelagrea>thatIgdisbnts Yino
claims .would be satisfiéd;«4if-fundsldre>available{>dqoring tha! e
disposition of the Luz bankruptcy. - - .ebaul ot sind

au5s1-Edigoniis askingifor permissidd td forgive 6fi'f‘efund_ to
Luz and CaliBnergy:approximately.$23;s51j000 whishueHedecpareidsos”
either owgior<have:alreddy:paid tofgdisbﬁ}VéﬁdﬁzdiééﬁEéééﬁéTEGJ?““U
charge these-amountsitéstherratepayers.wonx noeibd ebrul pitionsvbe

cuc v Both LuzrandrCalvBﬁéré?féxedﬂtéd?péﬂérfﬁﬁréH5§é“ tovawol
agreements:and:transmigsidntinterconnedtion dgr&&mnénifs "which o 1vinn
gontractually obligated thésé:QFs toipay:Edi'son!their wéspective s’
shares, of ;the.KrameriVictorPrdjedtircosts r » #tddd buttd =W Lavysh I

5 147 ¢ luz failed :t6 lundértake construction ofithe’ t¥ahshiss{di™
line. (:Luzfailed toimake scheduledfpayments for' its dhare o&f ‘thHecd
projegt .. : Luz: failed or:refused toiprovideianddcounitingroged opnia
payments received by Edison. Cbeondl minl dis v merdfuoillib
Conclugions, of\ Law o2 =il aieylenn svolds edd ncgy baz2od
' so1 Ly3= Luziremains. responsible: fok its! shara!of! theeosty tobrnnds
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IT IS ORDERED that Southern California Edison Company is
authorized to make an entry of $5.778 million to its ERAM Balancing
Account reflecting its Kramer-Victor Project’s CPUC-jurisdictional
investment related revenue requirement. Edison is also authorized
to make a subsequent Advice Letter filing requesting rate recovery
through an entry to its ERAM Balancing Account reflecting Luz' cost
responsibility of $11.353 million less all amounts recovered from
Luz in bankruptcy or through other legal pursuit of Edison's
claims. Each entry should be reduced to reflect the effect of

applying the then currently effective FERC jurisdictional
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