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Decision 99-05-026 May 13, 1999 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 'STATE OF CALIFORNIA 

Joint ApplicatiOll for Approval of Exempli on 
Ftorn Competition ItaI\s'ition Costs' Pursuant to 
Public Utilities Code Section 372(c)O) of Pacific 
Gas and Electric 'C6nlpany and (I) City of 
Bakersfield, (2) Bay Area Senior Services (dba 
Peninsula Regent), (3) Ernest Tschannen{dba 
Sequoia Towers), and (4) I.B.A.M. (dba In Motion 
Fitness). 

(U39 B) 

OPINION 

Summary 

Applica~ioI\ 99-03~35 
(Filed Match 18,1999) 

Pacific Gas and Electric Company (PG&E), City of Bakersfield, Bay Area 

Senior Services (dba Peninsula ~egent), Ernest Tschannen (dba Sequoia Towers),' 

and tB.A.M. (dba In Motion Fitness) (collectivelYI joint applicants) filed ajoint 

application on March 18, 1999sccking approval of the exemption from 

competition transition charges (erC)l pursuant to l'ub. Ulil. Code § 372(c)(1)l for 

I The original application named Sequoia Towers as the jOint applicant. The parties 
subsequently requested that the application be amended to name Ernest Tschannen, the 
individual proprietor of Sequoia Towers, as the joint applic,'\nt. It is so amended. 

> The application t('(hnicaHy seeks approval ot exemption from certMn tr,lnsition costs 
authorized by statute, as described below. The ere is a separate nonbypassable charge 
delineated on each customer's bill which generates revenue to allow the utilities to 
recoup their transition costs. TIle statutory ret}uircment thai the allocation of transition 
cost responsibility not result in rate increases above the June 10, 1996Ieve)s (Pub. Util. 
Code § 368(a» rneans that the eTC portion,of a given bill mllst be computed on a 
residual basis, I.e., the dU(crentcbetween the total rate and all other authorized charges, 
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on-site load served by cogeneration. \Ve approvc the rcqucst for exenlption from 

ere. 

Background 

~ ; Sf\c~[?·~"3?i('A)·~~e·rhpts certain cogeneration and self-cogeneration projects 
- . ~_ ~ ! i ~ .,. i ~ I : _ -;.:! .. I :~~ 4. ~I -. 

from ere. Sed ion 372(c) allows the utility to seek further ere exemptions for 

certain load and requites· that We authorize the jOint application within. 60 days if 

certain conditions atc Il1et. 

Section 372(c) states, in relevant part: 

"The (omnlission shall authorize, Within 60 days of the receipt 
of a joint application from the serving utility and one or more 
interested parties, applicability conditions as follo\,:s: 

"(1) The costs identified in Scdions 367, 368, 375, and 376 
shall not, prior to June 30,2000, apply to load served on site by 
a nonmobile seH-cogeneration or cogeneration fadlity that 
became operational on or after December 20, 1995." 

The costs addressed 11\ §§ 367,368, and 375 delincate the excluded 

transition costs, c.g., the n~t above-n\arket costs associated with uneconomic 

generation-related assets alld obligations and en\ployee-rc1atcd transition costs. 

Section 376 concerns how recovery of other costs affects the scheme for recovery 

of lransition costs. 

including the Power Exchange priC<.'. Thus, the eTC is a component of the (cozen rate 
and, if an exempHon is granted, the appliC'ants arc, in c{(eet, cxempt from the erc. 

3 All further statutory references are to the Public Utilities Code. 
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The Joint Application 

Joint appHcants assert that their application meets all of the criteria 

specified in § 372(c){1). The joint application seeks an exemption only for service 

to on-site loads; the excmption will not apply to loads scrved off-site (com the 

cogcneration facility. The projects are expected to operate as cogenerators, with 

operations consistent with § 218.5:1 Each cogeneration plant covered by this 

application is nOl1mobite. The cogeneration plants utilized by joint applicants 

Peninsula Regent, Sequoia Towers, and In Motion Fitncss became or will become 

operational after De~cmber 20, 1995. Ac~ording to the supplemental declaration 

of Fred Kloeppcr, wastewater manager [or the City of Bakersfield, the City's .. 

cogcncrationJadlity, with a nameplate capacity 0(200 kW, became oper~tional 

in 1985. As such, this [acility was excmpted [ronl ere pursuant to § 372(a)(I) as 

a (acility that became operational prior to December 20, 1995. The City now 

proposes to upgrade the facility by 50 kW, to a nameplate capacity of 250 kW. It 

seeks an excmption for the additional SO-kW post-December 20, 1995 output. 

As rcquired by § 372(d), joint applicants have verified that their operations 

will be consistent with § 218 as it existed on Deccmber ~O, 1995.s 

Joint applicants request that raternaking be consistent with the provisions 

of § 367(e) and the associated ratemaking mechanisms prescribed in Decision 

(D.) 97-06-060. Section 367(e) provides that a firewall be established so that the 

.. Section 218.5 sets (orth standards a gener'ltion facility mllst meet in order to be 
considered a (ogener.1UOl\ (acility. 

S Stanford Energy owns and opcr.ltes the onsite cogener.ltion fadlity (or joint applicant 
Peninsula Regent. Bcc,luse all of the input will be sold onsitc to Peninsula Regent, the 
service will be consistent with Section 218. As the owner of the load, Peninsula Regent 
is the party that would have to pay the ere in the absence of an exemption. It is an 
interested party under § 372(c) and an appropriate joint applicant herein. 
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costs of erc exemptions gr~lnted to members of the combined class of residential 

and small commercial customers are recovered only front those customers, and 

that the costs of ere exemptions gr~lntcd to members of the combineddass . 

other than residential and small commercial customers be recovered only from 

those customers. These custonters are called "Large Customers'l in PG&E's 

electric prelin\inary statement. All of the load addressed in this application falls 

within the IILarge Customerll class. 

Finally, joint applicants request that approval for this exemption be 

granted as of the date the respective cogeneration units became operational. 

DiscussIon 

As set (orth in Application (A.) 99-03-035 and the accompanying exhibits, 

joint applicants mre~ the criteria est<lblished by § 372(c)(1); therefore, this 

application sh(mld be approved. Prior to June 30,2000, Peninsula Regent .. 

SeqUOia Towers, and In ~1otion Fitness are exempt fron\ erc to the extent that 

load is served onsile by a nomnobile self-cogeneration or cogeneration facility 

that became operational on or after D~en\ber 20, 1995.6 

Prior to June 30,2000, the City of Bakersfield's SO-kW post-December 20, 

1995 incre.lse in capacity in its onsUe nonmobile cogeneration facility is also 

exempt from ere pursuant to § 372(c) (l)j it is not exempt pursuant to § 372(a)(1). 

111is is a case of first impression. 

0.97-12-039 cst~blishes that § 372(a)(1) gnlllts exemptions only to incre.\ses 

in capacity of non mobile (lcilities serving load onsile or under an over the fence 

6 Section 372(a)(4) provides that the uneconomic costs specified in §§ 367,368, 375, and 
376 shall not apply after June 30,2000, to any load served onsite or under an over the 
fence arrangement by any nonmobilc self-cogeneration or cogcncrtllion (aciIHy. 
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arr<lngen\ent which do not exceed 120% of installed capacity as of December 20, 

1995, stating that U[t)he erc shall be levied on any load served by the on-site 

cogeneration unit or under an over the fence arrangement that exceeds the 

statutoryexemptiOll." (D.99-12-039, slip op.at p. 16.)7 The City of Bakersfield's 

prop9sed upgrade of its prc-December10, 1995 facility with a nameplate 

capacity of 200 kW to a nan\epJate capacity of 250 kW represents a 25% intrease 

in capacity. Thus, the upgrade is not exempt pursuant to § 372(a)(1). 

The City of Bakersfieldl however, contends that its upgraded facility 

qualifies for an exemption pursuant to § 372(a)(1) because in November of 1995 

its cogeneration facility actually generated approximately 225 kW of elc<:tridty . 

. Thus, it argues, an increase to 250 kW falls within the 20% increase permitted by 

§ 372(a)(1). PG&E disagrees, arguing that the erc exemption criteria must O~ 

evaluated upon the nameplate capacity of the cogenerator alld not on the 

kilowatt hours produced in a single month. 

We agree with PG&E that the erc exemption criteria must be evaluated 

on the nan\epJate capacity of the cogenerator and not on the kilowatt hours 

produced in a single month. It is partlOlount that these rules be applied in a 

uniform, standardized, and simple manner. Adopting the City of Bakersfield's 

position would inject uncert<lillly into this procedure and could potentially result 

in dispar.lte treatment of exemption applications. TIle City of Bakersfield has 

admitted in its declarations that the capacity of its preexisting cogenerator is 

7 Section 372(a}(1) provid{'s for an automatic {'xemption from ere lor onsile nonmobile 
eogencrolHon facilities that were opertltional on before Dccember 20, 1995 and for 
"increases in the capacity of such a. facility to the extcnt that such inctNsed c,\padty 
W,\S constructed by an enlity holding an ownership interest in or operolling the facility 
and docs not exceed 120 peteent of the installed cllpacity as of ()ccember 20,1995 ..•. " 
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200 k\V. Since it seeks to expand the capacity of the cogenerator by 50 k\V, or 

25%, the expansion is not exempt from ere under section 372(a)(I). 

The increased 50-kW capacity, which was not on-Jine on De<:ember 20, 

1995, howcvcr, is exempt pursuant to § 372{c)(1). 

This section authorizes at\ exemption for on-site load served by 

cogencration or load served by cogencration through an pVcr the fence 

arrangell1cnt when the cOgenerator or other interested party and utility jOintly 

file an application requesting suchan exemption. While this section references 

lI(adlit(ies) that became operatio.nal" on or after December 20, 1995, we nlust 

construe it in accord with the poliC}t set forth in the statute. Section 372(al states 

that: 

"It j~ the policy ot the state to encourage and support the 
deve!opment of cogeneration as an etficient, env~ronn\ent~'lly 
bencficiat,"cotnpetitive en.ergy resource thatwiUtmhall(c ·the '. 
reliability of local generation supply, and promote local business 
growth." 

Thus, it is reasonable, in light of this statutory policy, to intcrprct § 37i(c)(I) to 

apply to the post-DecCrilbcr 201 1995 incrcased load of a prccxisting on-sitc 

cogcncr"ltion facility that was gr,lllted a.n exemption pursuant to § 372(a)(I). The 

City of Bakersfield's 50-kW post-Dcccnlber 20, 1995 increase in capacity in its 

onsUe nOl\n\obile cogeneration facility is exempt [rOIl\ ere pursuant to 

§ 372(c)(I}. 

Ratenlc1king should be consistent with the provisions of § 367(e) and the 

associated ratcmaking mcchanisms prescribed in 0.97-06-060, such that the 

provisions o{ the fircwall arc n\et. I'G&E must tr"ck and Jllaint,lin records of this 

exetnption. 
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Effective Date of Exemptions 

The exemptions are granted as of the date of this decision. The City of 

Bakersfield upgraded fdcility is estimated to be operational as of May 1999. The 

Peninsula Regent facility. is expected to be operational as of March 1999. The 

Sequoia Towers (adUty was operational prior to the filing of this application, and 

the In Motion Fitness facility was estimated to be opcrational as of October 1998. 

We cannot approve exemptions that pre-date the issuance of oiu decision today. 

Ratesettin'g 

In Resolution AL] 176:3013, dated April 1, 1999, the CornntissioI\ 

preliminarily categorized this pr()(eeding as ratesetting, and ptellminarily 

determined that hearings were not necessary. No protests have been received, 

although Southern California Edison Company (Edi:;(m) has rCf.ponded to the 

application in order to apprise the Co~nmjs~io1\,(lf H~ ir~tere$t in this proceeding. 

Edison does not object to the relief sought in the joint application. Given this 

status, public hearing is not necessary, and it is not necessary to alter the 

preliminary determinations made in Resolution ALJ 176 .. 3013. 

Section 311(g)(2) Waiver of Public Review and Comment· 

TItis is an uncontested matter in which the decision grants the reHef 

requested. Accordingly, pursuant to Pub. Util. Code § 31 1 (g) (2), the otherwise 

applicable 30-day period for public review and comment is being waived. 

TIle joint application is grant~d. 

Findings of Fact 

1. The projects arc expected to operate as cogenerators, with operations 

consistent with § 218.5. 
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2. The ere exemption authorized in § 372(c)(1) applies only to service (or 

on-site loads and the exemptions will not apply to loads served off-site (rom the 

cogeneration (acility. 

3. Prior to June 30,2000, Peninsula Regent, Sequoia Towers, and In Motion 

Fitness arc exempt (rom ere to the extent that load is s~rvcd onsile by a 

nonmobile self-cogeneration or cogeneration facility that became oper~ltional on 

or after December 20,1995. 

4. The City of Bakersfield's proposed upgrade of its pre-December 20, 1995 .. 

facility with a nameplate capacity of 200 kW to a nameplate capacity of 250 k\V 

represents a 25% inc tease in capacity; thus, the upgrade is not exempt from CTe 

pUfslIanHo § 372(a)(I) .. 

5. Prior to June 30,2000, the City of Bakersfield's 5n-kW post-De~ember 20, 

1995 increase in capacity in its onsile nonmobile ('ogeHt!mtion facility is exempt 

fron' ere pursuant to § 372(c)(1). 

6. Ratemaking should be consistent with the provisions of § 367(e) ,Hid the 

associated ratemaking mechanisn\s prescribed in D.97-06-060, such that the 

provisions of the firewall are met. PG&E must track and maintain records of this 

exemption. 

Conclusions of law 
1. Section 372(c) authorizes the Commission to grant a joint application 

seeking furlh~[' ere exemptions to (ertclin load and requires thM we authorize 

the joint application within 60 days if cert,lin conditions arc met. 

2. As set forth in A.99-03-035 and the accompanying exhibits, joint applicants 

meet the criteria eshlblishcd by § 372(c)(1); therefore, this application should be 

approved. 
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3. Joint applicants have verified that their operations will be consistent with 

§ 218 as it existed on December 20, 1995, as required by § 372(d). 

4. The exernptions ate granted as of the date of this decision. 

5. No protests have been received; therefore, public hearing is not neccssary 

and it is not necessary to alter the preliminary determinations made in 

Rcsolution ALJ 176-3013. 

6. This order should be effeCtive today, So that the ere exemptions can be 

implemented in an expeditious manner. 

7. This procccding should be dosed. 

ORDER 

IT IS ORDERED that 

1. The joint application of I'!lcifk G~s clnd Electric Company (PG&R), City of 

Bakersfield, Bay Area Senior Services (dba Peninsula Regent), Ernest Tschannen 

(dba Sequoia Towers), and I.B.A.M. (dba 11\ M6tion Fitness) for an exemption 

(rom competition lral\sition costs pursuant to Pub. Util. Code § 372(c)(l) is 

granted. 

2. PG&E shall track and maintain records of the exemptions granted today in 

a manner consistent with that established by Pub. Util.-Code § 367(e) and the 

raten'aking established in Decision 97-06-060, such that the provisions of the 

firewall are met. 
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3. The exemptions arc cCfective as of the issuance of this decision. 

4. Application 99-03-035 is closed, 

This order is eflective today. 

Dated May 13, 1999, at San Francisco, California. 

RICHARD A. atLAS 
. President·. 

HENRYM. Dl.JQUE 
JOSIAH L. NEEPER 

- Con\nlissioners 
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