PUBLIC UTILITIES CONMISSION OF THE STATE OF CALIFORNIA

EVALUATION & COMLIANCE DIVISION RESOLUTION: G-2665
Energy Branch Mareh 5, 1986

RESOLUTION

APPROVES SAN DIEGO GAS AND ELEGTRIC'S (SDG&E) REQUEST
TO USE THERMAL ENERGY STORAGE (TES) INCENTIVE FUNDS.
TO HAVE A GAS AIR CONDITIONING SYSTEM INSTALLED AT -
THE PROPOSED CONVENTION CENTER IN SAN DIEGO AND TO .
ENTER AN AGREENENT BETWEEN SDG&E AND THE CITY OF SAN
DIEGO (CITY) PROYIDING FOR THE INSTALLATION OF =
NATURAL GAS AIR CONDITIONING TO AVOID 3 MEGAWATTS OF
PEAX PERIOD LOAD. ' :

By Advice Letter No. 564-G, filed February 14, 1986, SDGEE
requests approval to use $450,000 of its authorized TES incentive
funds as an incentive to theée City to install a gas air
conditioning system rather than a conventional electric air
conditioning system at the proposéd Convention Ceénter in San
Diego and to enter an agreemént with the City (Exhibdbit A) -
providing for the installation of a gas air conditioning ‘Systenm.
The gas air conditioning systém will add only 0.7 mégavatts to.
SDGEE's peak load, while coaventional air conditioning would have
added 3.7 megawatts., Anothér alternative for keeping air ‘
conditioning from adding to peak load is thermal énérgy storage
(TES): howevér, TES is aot ‘suitable for this project because
there is no room for the thermal storage médium (ice or water).

THE FACTS ARE AS FOLLOWS:

1. TES is a cost effective meéans of shifting air conditioning
electric load from peéeak to off-peak periods.

2. Decision No. 85-12-108, dated December 20, 1985, authorizeéd
- $2.5 million for the TES incentives component of SDGRE's 1986
load management programs, )
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3. The San Diego Unified Port District (Port) is ¢urrently
constructing a $125 million Convention Center near the water
front.,

The design is complete and bids for construction
have beén solicited,

Gas air conditioning is tncluded 4s an Alternative
Bid Itenm.

Opening of bids is scheduled for Harch 6, 1986.

Altérnative Bid Itenms will be decided by March 19,
1986, ‘
A construction ¢ontract s expected to be awarded
sometimé between March 5 and 25, 1986, - _
f. The facility is éipected té be in operation in mid
1988,
4. Conventional air conditioniag for the convention ¢énter would
add 3.7 MW to SDG&E's peak load.

3. Direct fired natural gas air conditioning for the Convention
Center would add 0.7 NW to SDG&E's summer peak load,

6. The San Diégo Convention Center Corporation, an operating
éntity of the City, will be responsiblé for operating expenses
including theé cost of enérgy for air conditioning, _

7. The City desirés to ainimize énérgy éxpenses for air
conditioning. ' ’

8. SDGRE desires to minimize peak period load growth.

9. TES was considered to accomplish both ends however, site
constraints cause TES to be an impractical altérnative to
coaveantional air conditioning.

10. A more practical alternative to accomplish both désired
results is the direct-fired natural gas air conditioning systen
described in Exhibit A,
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11, The agreement (Exhibit A) stipulates that, among other
things, the City will cause the iastallatioen of_direct-firéd.-
double-effect natursl gas air conditioning ¢hiller-heaters rated -
at approximately 3600 tons of air conditioning, for which SDCEE
shall pay the City $450,000, that is $125 per ton of air
conditioning or $150 per avoided kW, :

12. The City by Resolutien R 86-1405 authorized the City Manager
to sign the agreement after regular statuatory notice, _

13. The équivalent peak avoidanceé inducement of $150 per kW is
‘less than the peak shift inducemént would have been fér TES ’

(SDG&E Revised Cal. P.U.C. Sheet No. 5505-E). o

14, Staff has révieved the agréement and concludest

a, The natural air ¢onditioning system descrided
in Exhibit A is capable of avoiding 3 MW of peak
load which would othervwise océur with ¢onventional
air conditioning, o

The natural gas air conditioning incentive of
$450,000 is reaseonable.,

The natural gas air conditioning éltetnéti?e’isﬂ
cost-efféctive with a bénefit/cost ratio of 1.20
for SDG&E's non-participant customers, -

Time is of the éssence as Altérnative Bid Iteams,
including natural gas air conditioning, are to be

decided by March 19, 1986,

SDGEE gavé notice té interested parties of its g
intent to énter into an agreement by mailing copies
of Advice letter 557-G filed November 4, 1985, and.
by mailing copies of Advice Letter 564-G. '

f. No protests have béen réceived by Staff,

15. This filing will not result in any increase to any rate or
charge. It authorizés SDG&E to réallocate funds that have
alréady been authorized by this Commission for TES and are
included in SDGRE's 1986 load management budget, :
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THEREFORE:

1. SDGAE is authorized to use $450,000 TES funds for an
incentive to the City to have a 84s alr conditioning systea
installed at the proposed Convention Center. This
authorization is subject to the following:

a. Execution of the Gas Afr Conditioning Agréement
(Exhibit A), and :

b, The Port's avard 6f a constiuction contract

including thé natural gas air conditioning
Alteérnative Bid Itenm.

2 The agréement shall be filed with SDGRE's tariff schedules,

3. The Advice Létvér and Tariff Sheet shall be marked to show
* that they wére authorized for filing by Resolution G-2665,

4. This resolution is effective today.

pesSTELLy that this resolution was adopted by the Public
Utilities Conmission at its regular meeting on March 5, 1986,
The folléwing Conmmissioners approved it ,
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GAS AJR CONDITIONRING AGREEMENT

THIS AGREEMENT 3¢ made and entered into this day of
. 1986, by and between THE CITY OF SEN D1EGO, &

munfcipal corporation, herein called the "City," and SAR DIEGO
GAS & ELECTRIC COMPANY, a California corporation, herein calléad
*SDGSE. " |

WHEREAS, the Cf{ty and the San Diego Unified Port District
have ente;ed into an agreérent whereby thé San Biego Unifiéd Fort
Pistrict will construct the Convéntion center~rxojéct. héfein
called 'Faéility,' upon its property and thé City will'0p6raté
theé Facxiity thrOUQh its Operating entity, the San D)ego
Corvéntion Centér Coérporstion, for a period of thenty (20) years:
and '

HHERBAS,-the City desires to utilize gas air conaitioning in

¢aid Facility, as opposéd to a conventional air conditioning

system, providéd that $DGSE sharés in thé additional construction

and égquiprment costs associatéd with a gas air conditioning
system; and :

WHEREAS, thé San Dlégo Unifiea Port sttrict at the C1ty s
requést has directed its architect to include gas fired air
conditioning as an alternative bid itém; and ‘ 7

WHEREAS, SDGSE 3s desirous of fostering the use of gas air
conditioning which will contribute to the réduction of peak
period électrical démand, and io the increase of gas demaﬁd and
consurption during off-peak £€asons | 7

NOW, THEKEFORE, in consideration of the mutual coverants

contained herein and other goosd and véluable‘éonsideratioh,.tﬁe




adequacy of which is hereby acknowledged, the parties agree as
follovs:

1. TERM

This Aqgreexent shall comnmence on the date first shown abeve,
and shall continve in force for fifteen (1)5) years from the date
final paynent, as provided in Section 5.1.b, is made to the City.

2. SCOPE

2.1 The City wil) cauvse to be in¢ibded within‘tﬁe

construction contract for the facility, p;oviéioﬁs for

the géquisi{ion‘and installation of diréct-fired,

double-effect natﬁral gas air conditioning chiller-

heaters and a1} appurtenant and auxiliary condensers,

punps, air haﬁdléfs, piping and rélated éqoipﬁentt :

requiréed to6 provide for an operable gas éif théit50ning

system with a rated capacity>of approximately 3,600 ' 

tons, _
2.2 The City will use its best éfforts to cauéé‘

~ the San Diego Unified Port District to cormence in§t$14“
latfon of the gas air conditioning éystem on of before |
March 1, 1986, and complete installation of the gas air-
conditioning system, on or beforé Décémber SI;QIQQQ;" if
the December 31, 1988 date;cannoi bé met, the City'éhail
so notify SDGEE in writing as soon as such information
is known, but in no évent not less than ninety (90) days
in advance 6f Deécember 31, 1988, Following notification
to SDGLE the partiés agrée to méet promptly to négotiaté
a date by which the paymént set out in Seéction 5.1.b

will be npzade.




2.3 It is understood by SDGLE that the City has
the absolute right to terminate this Agreenment in its
sole discrétion without the City fncurring any liabjlity
to SDGLE at any time prior to the City accepting the
payment provided for in Section S.1.a.

3. GAS AIR CONDITIONING SYSTEM SELECTIONR AND OWNERSHIP

Selection of the gas air conditioning system deseribed in
Section 2.1, is the sole responsibility of the San biégo Unifieéd
Port District and the City:. Ownérship of all equiprént
associated with the gas air conditioning system shall be as
provided in the agreeménts betweén the City and the San Piego
Unified Port District, While it has evaluated the sizing of the
gas air conditioning system for the sole purpose of détérmin{ng'

the City's eligibility for this program, SDGSE makes no réprésen-

tations as to the sizing of the gas air conditioning system for

any other purpcses of the City. Furthérmore, SDGSE makés no
répresentations as to thé performanceé, reliability and/or
efficiency of the gas air conditioning systém é¢lected, or ah}
components thereof, Any system which fulfills the specificstions
in Section 2.1, whethér installed {n conjunction with £he inifial
construction of thé Facility or installed at a later iiﬁe’aé‘a
substitute or replacement system, shall satisfy the requirénents
of this Agreemeént.

4. INDUCEMENT PAYMENT

A paymeént to induce the City to install and opérate thé gas
air conditioning systém for a fifteen (15) yea} period shall be
calculated as provided in Attachment A to this Agreement and

vhich is rade a part of this Agreement but is attached solely to




establish the method of calculating the total paynment to be made
to the City pursvant to Section 5. herein,
5., FPAYFENT
5.1 SDGLE shall) pay to the City four hundred fiftyl
thousand dollars ($450,000.00), calcuvlated at the rate
of one hundred twenty-five dollars ($125.00) per ton for
3,600 tons of cooling load, 2s followst

S.1.a Forty percént (40%) of the total pay-

ment dué under Section §‘l; 6né hundred eighf?r

thousand dollars ($160,000.00), vpon délivéry to

the job site of the chiller hestér gas air condi-
tioning eguipment and réceapt from the san Diego

Unifiéd Port sttr1ct or the C:ty of a billing for

the cost of said unxt.r ' 7

5.1.b Balancé of the total payment due“undéf,_ .
Section 5.1, two hundréd seventy thousand dollars
$270 006, 00), upon conpletlon of the gas alr con- 
ditioning systém and all associated components and
verification by SDGSE to its satisfaction that the
gas air conditioning gystem has been installed and
is operable.

5.2 Requests for each of said payments, toééthef ‘l
with supporting documéntation, shall bé submittéd by the
City to SDGSE. Payment shall be made by SDGSE within
thirty (30) days of approval by SDGE(E of thé payment

réquest,




6. OPERATION

The City shall oberate the gas air conditioning system for a
period of fifteen (15) years from the date fina@ paynent is made
to the City as provided in Section 5.1.b. The City further
agrees to document its operation of the gas air cond{tioninq
system and to provide documentation to sDGsB upon request.

7 INSPECT]ON

SDGLE réserves the right to inspect the gas air conditioning
system at rezsonable times for the sole purposé of verifying the
City's conpliance with its operatiOn obligatiors uneer this o
Agréerent., This provision shall not impose vpon' SDGLE any obli-
gation to perform any inSPectzon and is not intended to relieve
any party from its réSponsibllxty to propeérly désign, 1nstall,
operate, or maintain the system.

8. COHPLIALCE WITH LAWS

The City and any subcontractor rétained by the Czty or the

San Diego Unified Port Distriét shall Bé'éeéméd to be familiat

with, and at &l) timés, shall corply with and obsérve all appli-

cable federal, state and local laws, ordinancés, rules, regula-
tions, executivé orders, all applicable safety orders and all
orders or decrées of adminiStfative.agéhéies,‘cbutté_or”btheril
legally constituted authorities having jurisdiction or authority
over the City, SDGaE,-of'ihe ?aéiliiy‘wﬁich may now or héreafteér
exist.

9., TRANSFER OF OWNERSHIP OR OPERATION RESPONSIBILITY

9.1 Thé City shall provide written notice to SDGSE
at least sixty (60} days in advance of any contemplated

change either in the ownérship of the Facility or in the




agreenents between the City and the San Diego Unified
Port District which would resvlt in the City béing no
lornger respornsible for operating either the Facility or
the gas air conditioning system, SDGSE will negotiate
with the prospective transferee with regard to
transferee's assuming the obligations undér this
hgreéement.

9.2 If SDGLE is unable to negotiaté a transfer of
obligations of this Agreement, the City agrées to p;y
1iquidated danage to SDGSE as provided in Section 10,

10. LIQUIDATED DAMAGES

The extent and amount of actual danages whic¢h would be
suffered by SDGSE as a result of the c;ty s failure to perfOrm in

accordance with this Agreenent are 1mpracticél or extrenely

difficult to deétermine or éstirmate. Theé City w:ll pay SDGSE the

foilowing arount as liquidated caragés (and not as a penalty) for
each month (or any part thereof) during which the City fails to -
perform in accordance with this Agreémenti

Anount = $P
180.

Hhe-e P = four hundreéd f1fty ‘thousand dollars ($450,000. 00) ;
which is the total paymént madé by SDGLE to the City pursuant to
Section 5., and one hﬁnared eighty (180) = thé numbér of months
this Agreement is in efféct,

This amount reflécts a récapturée of SDGEE's monthly invest-
ment under thé Agréerent for éach month within the fifteen (15)
year period specified in Section 1, that customér failg to

perform in accordance with this Agréerent.




J1.  INDEMNITY

The City wi)) defend, indernify, and save harmless, SDGIE,
together with any and al)l of $t§ agents and é&ﬁloyees, from and
against any an¢ 3)1 claims, lcsses, liabilities, dandges, and
expenses (including attorneys fees) of any kind whatsoever
arising out of or in any way pertaining to the design, installa-
tion, operation or maintenance of the gas air conditioning systém
which is the subject of-this kgreerent,

12. INSURANCE

The City will, during the term of this Agreérment, efther
self-insurée or carry a standard insurance policy for comprehen-_
sive general liability insurance, including contiaétﬁal 1iabslity

coverage. The @écision as to the monetary 1imfte or the method

of providing insurance covérage will be solely at the discretion

of the City.-
13. GOVERNING LAW

Intérpretation of this hgreémént and péffdfﬁanCe théréof-’_\éiiiE
be determined by California law. No action m&y be bfought'uﬁaér
this Agréément unléss brought in a court located in San Diego '
County. |

" 14. REMEDIES

SDG4E éxpréssly rétains all of its rights and rémédiés_pfo-r
vided by law or equity in the casée of breach, and nefthér any
action by SDGGE nor any réservation by SDGSE in this Agréement of
any specific legal or egquitablée rémédy shall cgnstituté a wajver

of any othér legal or eéquitablé rights or rémedies.




15,  SURVIVAL

The obligations impesed on the City and pursuvant to Section
10. shal) survive termination of this Agreement,

16, VALIDITY

The invalidity, in whole or in part, of any provisions hereof
shal) not affect the validity of any other provisions hereof,

17. CONPLETE AGREEMENT

This Agreeméent contains the complete and éntire Agreement
bétween the partiées and supersedes any prévious cémmunicaiidns{
représentations, or agréenénts, whéether verbal or written, with
respect to the subject matter. No change,- addition of modifica-
tion 6f any of thé teérms or conditions-shall be valiad orib{ﬁding
on SDGGE or the City unless in wriiing;’sigﬁea by an authéfizea

representative of SDGtE and thé City. As bétween the parties,

the City agrées that SDGSE's sole oblxgatxon under this Agreemént

{& to maké the inducément paymént to the City as provided in
Section 5. hereéin. ‘ '

18. APPROVAL OF AGREEMENT OR MODIFICATION OF AGREEMENT
BY CALIFORNIA PUBLIC UTILITIES COMMISSION

18.1 This Agréement shall not be éffective unléss

Advicé Lettér seng submitted by SDGLE on 6r<about

February 1986, is approvéd by the Public Utllities
Commission of the State of California. -

18.2 It is undérstood by SDGEE and the City that
the Public Utilities Commission of the State of
California must approve this Agreément aftér execution
by the partiés hereto. If the Public Utilities Commis-

gion does not unconditionally approve this Agreérent the




City, through its City Manager and at its sole discre-

tion, can terminate this Agreement without fncurring any

obligations pursuant to the terms hereof.

IN WITNESS WHEREOF, this agreement is executed by The City of
san Diego, acting by and through its City Manager, pursuant to
ordinance No, O- (New Series), avthorizing such

execution, and by SDGEE,

Dated this day of , 1886,
' THE CITY OF SAN DIEGO

By

City Manager

By

Jafk E. Thomas . .
ec V. P., Utility Overations

I HEREBY APPROVE the form and legafity of the foregoing
Agréément this day of 1986,

JOHN W. WITT, City Attorney

By

Thomas F. Steinke
Déeputy City Attorney

TPS;ta#?lS.GI
- 01/23/86




ATTACHMENT A
INDUCEMENT PAYMENT

CALCULATION

A one time financial c¢ontribution t6 be paid by San biego
Gas & Electric Corpany ("SDGSE®) to a custorer toward the added
costs of installing a direct fired gas air conditioning system in
liev of, 6r to réplace, a conventional air conditioning system,
réfri?érbtibn system, Or process c¢ooling system, shall be
calcvlated as follows: ,

‘ A. For név installstions, thé cooling 1oad used bélew shall
be thé design cooling 1oad in tons vsed to size a convéentional
cooling systém for thé custorer's application, The vtility may
require thé custoner to provide a cooling 16ad edtipate certified
by an énginéeér 1icénséd in the State of California,

Total Cooling . e o '
Load In Tons - 06-260 Tons 201-1200 Tons 2 1200 Tons

Fundiﬁg Levels _
Not To Be - _ S I
Exceéeded: 280 $/Tons 150 $/Tons 125 §/Tons

B. - For retrofit installations, thé codoling loid uséd bélow
shall be thé electric load displacéd in kilowatts (kw). by gas air -
conditioning cémponénts as détermined from instrumentation, -
equipment specifications, log books or bills,

Total Cooling . S _ R o
Load In kW _ 0-200 kW . 201-1200 kw > 1200 xw

Funding Levels
Not To Beée Excéeded: _ : .
ALTOU Customers 250 $/kw 225 $/kw 200 $/kw

AD Customer 350 $/kW 325 $/kw




