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Decision 98·10-014 Cklobcr 8, 1998 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE &TATE OF CALIFORNIA 

Application of Southenl Californitl Edison 
Company (U-33S-E) for Order Approving 
Contract Restructuring Agr('('mel\t betwecn 
Southern California Edison Company, on the one 
hand, and City National Bimk as Trustee for the 
\Vcstwind Association, Frederick \V. Noble and 
\Vind Turbine Equipmellt Company, on the other 
hand. 

OPINION 

summary 

Application 98-05-0-10 
(Filed l\'fay 20, 1998) 

The ternlS and conditions of the Contr~lct Restrllcluritlg AgrCCJl'lelli and 

Termination AnlCndment h}' and between Southern California Edison Compal\y 

(EdisOl\) and City National Ban~, as Trustee for \Vestwind Trust, the \Vestwind 

Association, Frederick \V. Noble and \Vind Turbine Equipment Company 

(coHC(tivcl}t, \Veslwind) dated as of April 3, 1998 (Rcstructuring Agrc('menl) arc 

approved. Edison ma}' recovcr p.\}'ll'I.ents that it will make pursuant to the 

Restructuring Agre('ment through its Annual Transition Cost I)roceeding or such 

other cost rcco\'cry Illt'Chanisnl as the COIllmissiOl\ may authorize, in either Case 

subject to Edison's reasonable administration of the Restructuring Agrt'Cmenl. 

Procedural History 
Edison filed its application on l\1a}'20, 1998, tog('ther with a motion for a 

protccti\'e order so thiH portions of the application would be hdd (onfidcntia1. 

The applk<ltion was noticed in the D.lily Calcl\dar on ~1ay 27, 1998. On June 41 

1998 ill Resolutioll (Res.) ALJ 176-299-1, the Corm'nission prclhl\inarily categorized 

this proceeding as r,ltesetting and preliminarily detcrn\incd that hearings were 
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required. On June- 26, 1998, thc Office of Ralep,-\},er Ad\'occ1trs (ORA) filed a 

r('sponsc that recommended approval of the R('structuring I\grcemcnt. On . 
June 29, 1998, the assigned Administrativc Law Judge on the law and motion 

(.llendar issuec.i a protccti\'C order. On August II, 1998, the assigned 

Commissioner issued a seoping memo that det('rminoo no he,1£ings were 

ncceS&1f)'; we affirmed the assignro COI'nmissioner*s change of our prelin1inary 

hearing deterrnination (Res. ALJ 176-299-1) in DeciSIon (D.) 98-09-026. 

Discussion 
Ediso1\ and the predccessor of !Vestwind entered hUo a IOfls-term power 

purchase agreement on April 17, 1985 (Power Purchase Agreemel\l). The' Power 

Purch'lse Agrccmcllt provided that \Vestwind (ould construct up to ~2.,500 

kilowatt-llOurs (k\V) of as-available ('(ipadt), from a wind generator (adlit)' 

located in the $.1.11 GorgoI1io Pass nc<u Paln\ Springs, CaHfofllia for which Edison 

would Juake paYJllenls for both cnerg)' and capacity. The 30-ye<ir tern) of the 

Power Purchase Agreement provided for one schedule of payn1ents through 

December 30, 1995 and another schedule for the remainder of the tefm, through 

Decemb('f 30,2015. EdisOl\ is currently obligated to P,l}' for eHerg), at its 

published avoided cost of enetgy and for c<lpadt)' at $l80/kW per year. Edison's 

current forcc('lsts of actual mUlual as-a\'ailab!e capacity costs (or the remainder of 

the Powcr Purthase Agreement tern\ arc less thall $180/k\V per year. 

\Vestwind has installed 16,207 k'" under the Power Purchase Agreement, 

and has the right to inst,lll an additional 6,293 k\V of capadty. Under the terms 

of the Restructuring Agrccn\cnt, \Vestwind would relinquish its right to install 

any additional capadt), in exchange for a payment, the amount of which is 

confidential, pursuant to the protective order issued on June 29, 1998. 

Edison estimates, based on a 10% discount ratc, that the net present value 

as of j,'lllUIlry I, 1998 (NPV) of the paYluent under the Restructuring Agrccment 
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combined with the a\'oided future c,'padty payments \mder the Power Purchase 

Agreement would r"nge fronl $1.098 million to $L490 million, depending on the 

assumptions en\plo}'cd. 11tis is a reasonable estimate of the benefits (r01\\ the 

Restructuring Agrccn\ent. 

'In 0.88-10-032, we estabJish('(.i criteria by which we would consider 

proposed "buyoutsll of qualifying facilities projects, such as this one. Those 

criteria assumed that no portion of the project had yet b~n (on'ipleted. Even so, 

the present proposal nlccts all of the (rileria set (orth in 0.88-10-032: 

• \Vestwind has alread}' submitted a con\plctcd Project 
Description and Intcl'conIlcction Study Request Form; 

• \\'estwind has already $ubn\itted proof of site (onttol for the 
entirety of the projed site; 

• \Vestwind hasalread}' comp}ctedthe detailed itlterconrtedion 
study for the cntire project and the dc"elOptl'lCllt of the 
remaining '6,29i k\V capacity would use the san\e 
interconnection; 

• Westwind has atread)' established an eScrow account 
containing the $5/k\\, capacit}' project fee; 

• \Vestwind has already obtained permits lor the developed 
portion of the projcetJ arid there appeiUS to be no impediment 
to issues of the perrnits required for the balance of 6~292 k\V 
ctlpacily; 

• \Vcsl\,· .. ind has already nlet the five-year deadline for con\ing 
online; 

• \\'estwind has already procured and it\stalled equipment for 
the developed portion of the project, and noobslac1e to 
instt,lling similar eqUipnlent for the balance of the 6,292 k\V 
capacity appears to exist; 

• No engineering or design issues appear to nlake developn\ent 
of the balance of the capacity not viable; 

• No obstacle to' finandng the balance of the capacity appears; 

• The projected cash flow (ronl de\'clopn\ent of the balat\ce of 
the capacity appears to be positive and substantial; and 
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• The proj('('( has" proven tr.lck r(,(,ord of sllccessful oper,ltion 
o\'er." 12-)'ear period. 

For the foregoing reasons, Edison belie\'cs that the de\'elopment and 

opemtion of the 6,292 k\V of remaining. capaell}' is technic.llly and economically 

feasible. \Ve agree: 

Findings of Fact 
1. The Power Purchase Agreement provided that \Vcstwind could construct 

-'- . --"-. 

up to 22,500 k\V of a s-a\'ail able c"padt}' frOJu a wind generator facility IOC.lted in 

the San Gorgonio Pass ncar PalIn Springs, California for which Edison would 

IlHlke payn\ents for both energy and capacity. 

2. The 30-}'ear tern\ of the Power Purchase Agrcc111ent provided for one 

schedule of payments through Decernber 30, 1995 and another schedule (or the 

remainder of lhe tCflll, through December 3D, 2015. 

3. Edison is currentl)' obligated to pay for energ}' at its published a\'oidcd 

cost of energy and for capacity at $180/k\V per year. 

4. Edison's current forecasts of actual tUltluill as-a\'ailable capacity costs for 

the remainder of the Power Purchase Agreement term arc less than $180/k\\' per 

year. 

5. \Vestwind has installed 16,207 k\V under the Power Purchase Agrccment" 

and has the right to inshln an additional 6,,293 k\\' of capllCity. 

6. Under the terms of the Restructuring Agree-ment, \Vestwind would 

relinquish its right to install aIly additional capactl}' in exchange for a payment, 

the amomlt of which is confideillial, pursuant to the protective order issued on 

June 29, 1998. 

7. Edison estimates, based on a 10% discount rate, that the net present value 

as of January I, 1998 (NPV) of the payJ'l'tent under the Restructuring Agreement 

cOl1\bined with the avoided future capacity paynlents under the Power Pl1I'chase 
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Agreement would rclngc from $1.098 million to $1.490 million, depending on the 

assun'plions employoo. 

8. In D.88-10-032, we ('stablishcd critC'Tia by which we would consider 

propos('d "buyouts" of qualifying facilities projects, such as this one. 

9. \\'('slwind has already submitted a con\pletcd Proje<t Description ilnd 

Interconnection Stud)' Request Form. 

10. \\'estwind has already subnlittcd proof of site control (or the entirety of 

the project site. 

11. \V('stwind has atread)' completed the detailed interconnection stud}' for 

the eillire project and the devclopn\cilt of the remah1ing 6,292 k\V capacit}' would 

usc the same intcrconncctiOll. 

12. \Vestwind has already established an escrow accomlt containing the 
, 

SS/k\V capacity project fcc. 

13. \Vestwind has alrecldy obtained permits for the developed portion of the 

project, and there appears to be 110 inlpedhl\ent to issues of the permits required 

for the balance of 6,292 k\V capadty. 

14. \Vestwind has alrc,,"dy n1et the five-year de<ldHne for coming online. 

15. \\'estwind has already procured and installed equipment for the 

developed portion of the project, and no obstacle to inst,llling similar equipment 

for the balance of the 61292 k\\' capacity appears to ('xist. 

16. No engineering or design issues appear to make development of the 

balance of the «lpadty ltot viable. 

17. No obstacle to financing the balance of the capacity appears. 

18. The projeded cash flow frolll development of the balance of the capacity 

appears to be positive and subst,ultial. 

19. The project has a pro\'cn trci.ck record of successful operatio}'a over a 

12-rear period. 
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20. The development and operation of the 6/292 k\V of remaining (,t1padly is 

technically and economict111y f(\lsible. 

Conclusions of Law 
1. The Restructuring Agrecrnent should be appro\·ed. 

2. Edison should be permitted to recover the cost of the payn\ent pursuant to 

the Restructuring Agreenlent in its Annual Transition Cost Proceeding, subject to 

the reasonable c\(.iministr,1lion of lhe Restructuring Agreement. 

ORDER 

IT IS ORDERED that: 

1. The terfns and conditions of the Contract Restructuring AgrtX'll'lent and 

Termination Anlendn\ent by and between Southern California Edison Company 

(Edison) m\d City National Bank, (\5 Trllstee for \Vestwind Trust, the \Vestwind 

Association, Frederick \V. Noble and \Vind Turbine Equipment Company dated 

as of April 3, 1998 (Restructuring Agreen\ent) arc appro\·cd. 

2. Edison 1l1ay recover payments that it will make pursuant to the 

Restructuring Agreement through its Annual Tr,lnsition Cost Proce&1ing or such 

other cost recovery mechanislll as the Conunissioll. Inay authorize, in either case 

subject to Edison's re<lsonable administriltion of the Restructuring Agreement. 
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3. Applic(ltion 98-05-040 is dosed. 

This order is cffeeth·c today. 

D,ltcd October 8, 1998, at Laguna Hills, California. 
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RICHARD A. BILAS 
Pc('sidenl 

P. GREGORY CONLON 
JESSIE j. KNlGHT, JR. 
HENRY loot DUQUE 
JOSIAH L. NE~PER 

Conln'lissioncrs 


