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COMMENTS OF SAN DIEGO GAS & ELECTRIC COMPANY (U 902-E)

ON PROPOSED GENERATION FACILITY MAINTENANCE STANDARDS

I. Introduction

Pursuant to the schedule established by the Administrative Law Judge’s Rulings dated December 10, 2002 and January 7, 2003, San Diego Gas & Electric Company (“SDG&E”) submits these Comments on the Proposed Generation Facility Maintenance Standards.
  SDG&E currently does not operate any generation facilities, but the standards adopted in this proceeding would apply to SDG&E as a utility regulated by the California Public Utilities Commission should it acquire generation facilities in the future.  SDG&E supports the adoption of such generation maintenance standards by the California Electricity Generation Facilities Standards Committee (Committee) in that reasonable and cost effective maintenance standards should benefit customers through the assurance of reliable and efficient generation.  SDG&E, however, is concerned that the draft generation maintenance standards will not achieve this goal. 

In order to fulfill its obligation to adopt standards that promote customer interests, the Committee should consider certain overriding principles in developing the standards.  The Committee must ensure that the standards are consistent with generator requirements imposed by the CAISO and enforced by FERC and that the standards are cost justified.        

SDG&E also respectfully requests that the Committee address its initial comments on the draft standards.  SDG&E’s primary concern is the prescriptive nature of the draft standards, which could result in consequences adverse to the best interests of customers.  SDG&E also recommends improvements in regard to compliance and future revisions of the standards.   
II. Guiding Principles the Committee Should Consider in Adopting Generation Maintenance Standards.

Generation maintenance standards should provide demonstrable benefits to customers.  In order to achieve this goal, the Committee should consider certain guiding principles in adopting the standards.  First, the Committee should ensure that the standards it adopts are consistent with generator requirements imposed by the CAISO and enforced by the FERC.  Duplicative and/or inconsistent standards from different agencies will result in added confusion and costs for plant operations, which will raise costs to customers.  Further, pursuant to Section 761.3
 the maintenance standards do not apply to municipal utilities.  Inconsistent standards, therefore, could provide municipal utilities with a competitive advantage and/or a perverse incentive to defer or forgo maintenance, either of which could impair electric service reliability and adequacy.  Second, the Committee should only adopt cost justified standards.  Customers should not be required to eventually bear the costs caused by unnecessary or ineffective rules.  Third, given the importance of the standards and the brief opportunity for review allowed by the schedule, parties should be provided a further opportunity to provide detailed comment on the draft standards beyond the reply comments which must be filed within four days.  SDG&E requests that the Committee consider these issues in developing the maintenance standards to ensure that any standards adopted promote customer interests.

III. SDG&E’s Initial Comments on the Proposed Generation Maintenance Standards.

The draft maintenance standards are more prescriptive than the guidelines SDG&E had previously followed in maintaining generation facilities.  SDG&E is concerned that to the extent the standards are overly prescriptive, they could result in harmful consequences.  First, the standards will likely cause the passing of unnecessary costs to customers, because they will increase the administrative burdens on generators without commensurate benefits of increased system reliability and adequacy.  Second, overly prescriptive standards could limit managerial discretion in that they may provide a disincentive to operate plants efficiently or act in the best interests of customers.  Third, such standards may discourage entry into the California market.  If developers decide not to site plants in California due to increased costs of operating in the State, supply may be insufficient to satisfy demand resulting in increased prices for customers and threats to the integrity of the system.  SDG&E, therefore, respectfully requests that the Committee balance the need for sufficiently specific and straightforward standards with ensuring that the standards are not overly prescriptive.  

SDG&E also recommends improvements to the draft maintenance standards in regard to compliance.  The standards should set forth that to the extent a regulated entity complies with the standards the entity’s actions are to be deemed reasonable.  This provision will promote regulatory certainty and improve the regulatory environment for utility owned generation. The standards should also provide flexibility in the methods for achieving those standards and an adequate procedure for addressing a claim of non-compliance.  A collaborative process should be instituted, which permits the generator to respond to a non-compliance claim, requires the overseeing agency to consider the response and provides a sufficient opportunity to cure any defect, if necessary.  

The Committee should also clarify certain issues regarding future revisions to the maintenance standards.  Section 761.3 grants the Committee authority to amend the standards.  SDG&E recommends that the standards 1) set forth a straightforward process for proposing improvements to the standards to the Committee and 2) state the actions the Committee shall take in response to any such request.  This procedure should ensure that the standards do not stifle innovative approaches and should permit proposed improvements to be addressed in an expedited manner.  In regard to any future revisions adopted, the standards should set forth that all revisions will only be applied on a prospective basis and will not be utilized to impose penalties for alleged imprudence. 

IV. Conclusion

SDG&E respectfully requests that the Committee adopts its recommendations in regard to the maintenance standards and looks forward to continuing to collaborate with the Committee on the development of these rules.

Respectfully submitted this 17th day of January 2002.
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� The Commission made the draft standards available as an attachment to the Administrative Law Judge’s Ruling dated December 19, 2002.


� All statutory references herein are to the California Public Utilities Code unless otherwise stated.
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