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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

COMMISSION ADVISORY 
AND COMPLIANCE DIVISION 
Enerqy Branch 

RESOLUTION G-28aO' 
Septe-mber 27, 1989 

SOUTHERN CALIFORNIA GAS COMPANY. ORDER DENYING . 
ApPROVAL OF A CONTRAcT WiTH ROCKWELL iNTERNATIONAL 
FOR SERVICE UNDER TARIFF SCHEDULE GN-50, NATURAL 
GAS SERVICE FOR COGENERATION. 

BY ADVICE NO. 1867, FILED APRIL 26, 1989. 

SUMMARY 

1. .' BY' Advice No. 1867,. filed Apii~ ~o~ 1989, southern,. . 
Californi~ Gas company (SoCal) submitted for approVala'Contract 
for Gas service wit~ Rockwel~ International_ (Rockwell~;tot - c 

service under Tariff Schedule GN-s6, Natural, Gas Serv~ce for .. 
Coqeneration. 

",' 

2. socai's request is denied becaUse the Rockwell fa~li,lty 
does not meet the definition of c6qeneration imposed by Pubiic '. 
Utilities Code section (Code section) 218.5. 

BACKGROUND 

1.. _ __ ~Q<?kwell t:>p'erates. ~h~ ~iter~.'~~9~ri610<n';Eng·~fl~~~iI1V_~<': 
center (ETEC)" a research,~<lc~l~~y l.nS~ml. V~ll~y,: call.f<?~fi.la _ -. 
that is owne4 by the United states Department. of En,ergy(DOE) .~ 
Rockwell perforns research and,testln9 in, many areas of ,energy. 
development; including Use of liquid metals as heat tra'nsfer . 
media. ETEC has operated since 1966. . 

2. Among Rockwell's duties at ETECare .tes\:~r:iciJ' of va~ious 
components arid materials operating in a liquid sOdium .. _., ..... ' 
environment, inclUding testing of steaI!l qeneratorsor boilers.' 
Before 1988.thesteam enerqy produce4 in the test(ng process·wa~ 
lost by condensation of the steam and subsequentlo~S'Qf·the Ileat 
transferred to the co'oling medium. In 1988 : Rockwe.ll. added a .. ' . 
turbine-generator set to the system to utilize the ~;~steheat'for 
generation of appr6xi~ately .25 inega\olat~s. (MW) of:el~\1t:ric~pbWerj, 
The electri.city is sold to southern california Eqisolt

t 
Company 

(Edison) under an "as available" power purchase agreement.- . ' 
...... 
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3. Rockwell nov receives service from SoCal under Tariff 
Schedule GN-30, Natural Gas Non-core service for Commeroial and 
Industrial. By Advice No. 1867 soCal seeks app~oval of a .. 
contract with Rockwell which would provide gas under Taritt 
schedule ON-50, Natural Gas for Cogeneration, If a~pr9ved this. 
contract would reduce soCal's non-core revenues by $1,2 ml~lion 
pe1.< yeat", according to socal. socal inoluded wltff Advice No •... 
1867 letters of support from theChairma.n 6lthe Federal Energy 
Regulatory commission (FERC) and the staff of the DOE. 

4. There are three se~arate definitions of #coqeneration-
that might be applied to thiS situation: 

(1) 

(2) 

(3) 

In s6cal's Rules 1 and 23, ·cOqeneration" is d~finedt1s 
·the sequential pr~uction C?f electrical enei:"gy and ~,. 
heat steam or useful work from the same fuel· source and 
meeting the efficiency standards set,forth in cl\apter 18 
of the COde6f Federal Regulations (CFR), sections ., ~ .. 
292.205(a) and (b) and subsequent reVisions th~reto,ir : 

within CFR chap~er ~8 itself, sectiort 29~. 2Q·2 detl(le!iik . 
·cogenerations facility· as -eqUipment used to prOduce.; 
electrio energy .ahd fOl;1n~ of Useful tpermal·en~r9Y· (such 
as heat or steam); Used for industrial, commercial;· . 
h~ating, o,rcooling purposes, through the seqUential use 
of energy.· 

. . 

Code section 21s.5 states, ··COg~n~ration· means the 
seqUentia~ use of Em~rgy tor the produc~ion of ..... 
electrical and ~seful thermal energy. The .sequence can 
be thermal use followed by power prOduction or the 
reverse, subject to the following stand.ards: ._ .. _ 

Ca) At least 5 p~rcent·of th~ faci~ity/~ ~otal·arinual 
energy output shall be in the form of useful thermal 
energy. . . . , .. 

(b) Where useful thermal energy ~ollows power .~." .. 
product~on, the ~sefui annucH power output plus· one"'"ha.lt· 
the uSeful annual t~ermal energy output equals not· less 
than 42.5 percent of any natural gaS and oii energy . 
input." 

5. ,On Hay 27, 1988 ~ERCt in DOcJ:cet No. QF84-194-~6.Q5,d·enled 
Rockwell's reqUest for Federal certification of qualifying : '. 
faciiity (QF) status, essentially conclUding that the RockWeli· .. 
testing facility did not produce ·useful workn according to the 
requirements of CFR Chapter 18, section 292.202. 
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sept$\'ftber ~1,·· 1gef 

1. SOCal has made publio ~otificati6n of this' filing by 
mailing copies Of Advice No. 1867 to other utilities. 
governmental agencies ahd all parties who reqUested such 
notifi¢~tion. Notice of the filing also appeared in the 
commission's Daily Calendar on April 26, 1989. 

PROTESTS 

1. The commission Advisory and CC?mpi.~ance Division (CAcoj" 
received two pi6te~ts to Advice No. 1867, .fr()li1 Edison6h May 9; . 
1989 and from the Commission's Division of Ratepayer Advocates -
(ORA) on May 10; 1989. 

2. In Advice No. 1867 BoCal claimed th~t- b6th -ORA and CACD 
staff are in concurrence with socal's request,' hu.t this is .' , 
clearly not S? D~ h~s protest~~', ~nd staff. Qf. CACO' SEne'r<n; _~.: 
Branch only recommended that SoCal make the f11ing so that the 
commission could de.cidethe issue. 

2. BOth socal and Rockwell responded to the protests. 

DISCUSSION 

1. In revie.wingcontractss,!ch at this ona the commi.ssi6n f s 
principal conce~n is.eligi.bility for tariff rates. - Other issues, 
such as those offered in the letters of support from FERC and 
DOE, are of secondary importance. 

2. The contested issue of RqcKWtH:t'seligibilH:.yas a ' 
cOgEmerator turns on the choice of de(initi6n.' EdIson _argu~$' . 
that the. ETEC facility does not- qualifY tis cogeneration b¢cause" 
the testing process produces no Useful work~ Edis6n-_~elies'6ri-the 
definition in CFR chaptE!r 18 in maktrig its deternination.· ORA: 
also argues that ETEC does not meet .. the Federal standards' 
defining it cogeneration facility, citing the FERC decision 
denying QF status. 

3;, The FERC decision .of i-Iay 27 i 1988denles :Q~ statu~, biis~d 
on a strict· interpretation of ¢FR c~apter 18, Section 292;, 202, , 
FERC eXplains that collection of ,data does not constitute it . 
usefUl thermal energy process; For' it t~ermal pr.oc~ss to exist,' 
thermal energy ·rnustbe used'for a heating purpose or for a­
process in which thermal enerqy eff~cts a chemicai or physical. 
change." Thus FERC adopts a th~~odynamic rather than a laYman's 
interpretation of the term "useful·. 

4. If this commission were confined to the definition 6f 
cogeneration in CFR Chapter 18, we might agree with FERC's . 
arguments. Conversely, if we were to rely on the definition in 
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soCal's Rules 1 and 23, we mi~ht be inolined to grant SOCal's 
request. The definition in the Rules d~es not re~ire production 
of -useful thermal energy·, but allows for prOduction of -heat, 
steam or useful work-, which Is a less restrictive standard. 

5. However, in this circumstance we must use. COOe secti6n' 
218.5 in preference to either of the above definitions. ETEC's' 
facility fails therequlrement of code section 21S.5(a) under any 
definition of "useful thermal energy- •. D~ta ,collection cannot 
possibly be converted into a ~inim\lln ot 5\ of ~he faoility,'s . 
total annual energy output. subsections. (a) and (b) 6f cMe" , 
section 218.5 apply to either sequence of thermal use and power 
prOduction. 

6., Decision (D.) 92792, dated Karch 24, 1981, ordered th~t 
cO<Jenera~6rs were to receive (latural <.Jas service at special.,,; , 
rates after meeting the' ~e~irement that -.- •• the cogeneration, 
facility must meet the e~~iciency standards as 9utlined in 18 CFR 
292.~05(a) and (b) as well as use natu,rai ,gas!n the prodUction 
of electrici.ty and steam, heat or useful work.-, This deoision. 
and D.93i~5, dii~ed Jun~ 2; 198~, are the ~ources Of t~$ ... 
definitions used in soCal's and other utilities' tarlffrules.",· 

1., code s~ct ion 218.5, was atnended by the statute:'s .of 1~8i t '.' 
Chapter 952, shortlY after-the si<.Jninq6fD.92792 and,Di93125.:, 
We conclude that the,definition i~ D.93125 is superseded by.COd~ 
section 218,5. until nOli the difference in definitions has not 
been an issue, but Advice No. 1867 brings. it to our attenti.on. ,' .. 
we will the~efore order ~~Cal and 6th$r qas utilities to revise .. 
their tariff rules to reflect the definition of cogeneration 
contained in Code section 218.5. 

8. DM further argUes that granting socal',s' request\t6utd '. 
no~ protect soC~l' s ratepayers. ,The non-co~e revenues lo~t ').:)Y', 
allowing Rockwell the low~~ GN-50 rate ,,!ou~d be made up by other 
ratepayers, ~tthout any of~settinqben~fits to them~, The, .", ,', 
benefits would a<;:crue solely, to the Feder~l government, ,in :th~ .... 
form of inoreased services from Rockwell as·it uses the ga~,Go~t, 
savings to extend the duration of it~testing program. Weclqt'e~ 
in general with ORA's argument, but it carries no weight in our" 
decision to deny SoCal's request. The denial is based on tariff 
eligibility alone. . 

FINDINGS 

1. The ETEC facility which is the subject of SoCiil Adyice 
No. 1867 is primarily a test facility; with waste heat used to 
generate electricity for sale to Edison. 

2. There are three definitions. of cogeneration' which may, be 
considered in determining the eligibility of the ETEq t~cllity< 
for gas service under Tariff SchedUle GN-50. The definitions are 
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found in CFR Chapter is, section 292.2021 S6Cal's Rules 1 and 2-3 
(deriving fron D.92792 and D.93125)1 and COde Section 216.5. 

3. The <Joverning. definition _ in determining tariff scheduie 
eligibility is the definition in Code Section 218.5. 

4. The ETEC facility does not meet the requirements Of Code 
section 218.5. 

5. In this instance other arguments for and 'against 
acceptance of RockWell as a cogenerator are irrelevant. _ 

6. The contract between Socal and Rockwell for <Jas service 
under GN-50 should be rej ected. . . : 

7, Socal and other natural_ qas utl1i~ies should revise 
their tariff rules such that definitions of cogeneration complY 
with Code section 218.5. 

THEREFORE, IT IS ORDERED that: 

1 ~ Approvai of the' c:ontract ~or Gas service betwe~n-
southern california Gas company and Rockwell International 
submitted in Advice No. -i867 is denied. 

2... . _ within th~z:ty PO). days of, theeffe~~iye d~te of th~s;' 
order Southern Cal1fo~n1aGas C9mpany shall reV1se 1tS tar1tf 
rules such that definitions of cogeneratlon complY with public 
utilities code section 218.5. -

3. Within thirty (30) days ot-t~e effe6tlv~ date of -this.> 
order other California natural gas utilities with-definitions of 
cogener~tion simiiar to·that of Southern caiifornia GaS-Compan.y 
shall also revisa their tariff rules to comply with Public 
utilities Code section 218.5. 

4.. The E>,ecut~ve, Director shall cause_copies . Of this .. 
Resolution to be served on all regulated California natural gas 
utilities. . 

5. This Resolution is effective today. 

I he~ebY certify that this Resolution was adopted by thePUbli6 
utilities corimission at its regular meeting on september 27, 

1989. The fOliO~ing.com.miSSioneMrs a~.pproved it~: ~,),.\;, ~i;~ ... 

G. l-:ITCHELL WILl< ! " . • -

presiaent 
STMlLEY H. HULETT I , .-

JOHN S. OHAinAu Acting xecutiv~ D~~e~tor - > 
, \ '1'~' . 

PATRI~~!n~~sI~~~!, "'~/>I~;I':';11 ,,_<.~\ . 
. - )IJH~:: . 

", .. . .. 


