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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DIRECT TESTIMONY AND EXHIBITS
OF ROY J. SHANKER, PH.D.
ON BEHALF OF
ORLANDO COGEN LIMITED, L.P.
AND
PASCO COGEN, LTD.
DOCKET NO. $941101-EQ
INTRODUCTION
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Roy Shanker. My business address is 9113
Burning Tree Road, Bethesda, Maryland 20817.
BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
I am self employed as a consultant in the natural
resources area, with the majority of my practice being in
the electric and natural gas fields, particularly in the
areas of electric wutility generation planning and
implementation of Section 210 of the Public Utility
Regulatory Policies Act of 1978 (“PURPA"), 16 U.S.C. §
824a (1985), as it applies to gualifying facilities
{"QFg") .,
FOR WHOM DO YOU APPEAR IN TEIS PROCEEDING?
I am appearing in this proceeding on behalf of Orlando
Cogen Limited, L.P. ("OCL"} and Pasco Cogen, itd.

("Pasco"), each of which executed virtually identical
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negotiated power purchase contracts with Florida Power
Corporation ("FPC"). These and six other virtually
identical power purchase contracts (collectively, the
"Negotiated Contracts") were entered into pursuant to a
RFP process initiated by FPC in January, 1991, and
approved by the Florida Public Service Commission {the
"Commig@ion") in Order No. 24734 on July 1, 1991. I will
refer collectively to OCL, Pasco and the other sgix QFs
which entered into Negotiated Contracts with FPC as the
"Cogens ., "

PLEASE DESCRIBE YOUR PROPESSIONAL EXPERIENCE AND
QUALIFICATIONS.

I have been involved in work related to natural rescurce
issues since 1973, and apecifically in work related to
cogeneration facilities and their development since 1976,
Since that time, I have worked for several state enerqgy
offices in developing cogeneration development plans, and

have been involved in contract negotiations for numerous

generation facilities. I have also worked for several
state regulatory commisaions. Finally, on behalf of
electric utilities, industrial concernsd, project

financing interests and project developers, I have
participated in general regulatory proceedings and relat-
ed contract negotiations for over 260 engagements, 1n

over 20 states for projects representing over 7, .00 MW of
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generation.

Representative clients have included: New England
Electric System; Boston Edison Company; Commonwealih
Electric Co.; Puertc Rico Electric Power Authority, Reedy
Creek Utilities; Washington Gas Light Co.; Air Productsa
and Chemicals, Inc.; Anheuser-Busch Companies, Inc.; The
Boeing Company; International Business Machines: BASF
Corporation; Stone Container Corporation; Westvaco
Corporation; Chesapeake Corporation; Virginia Fibre
Corp.; Merck & Co., Inc.; Cargill Inc.; Georgia-Pacific
Corporation; Weyerhauser Company; International Paper
Company; American Paper Institute; Finch Pryun;
Hammermill Papers Business; Longview Fibre Company; Boise
Cascade; Crown Zellerbach International inc.; James River
Corporation; Occidental Chemicals Corporation; the United
States Army, Air Force, Navy, and Government Services
Administration; Metropolitan Dade County, Florida; Broome
and Duchess Counties, New York; New York City: Montgomery
County, Maryland; Montgomery County, Pennsylvania; Butler
County, Pennsylvania; Cogen Technologies; U.S. Generating
Company; Enron Corp.; Mission Energy Company; CR8S Capi-
tal; Tenneco; Sonat Inc.; Cogentrix Inc.; LG&E Power Sys-
temg; AES; Sithe Energy; Transco Energy Ventures;
Montenay; Wheelabrator; Panda Energy; Diamond Fnergy;

Energy Invesetors Fund; and Westmoreland Energy.



10

11

12

13

14

1S

16

17

18

19

20

21

22

23

24

25

I have also worked on a number of engagements
related to electric utility system planning requirements.
For example, I conducted a number of studies for the
United States Department of Energy that reviewed the
alternative system planning models available, and
selected several for further use in planning and tech-
nology development evaluations. I have also directed a
private firm in the development of a proprietary
production costing model similar to PROMOD which has been
used in studies for regulators, utilities and industrial
customers. Lastly, I have been involved in state admin-
istrative proceedings related to QFs, production costing
modeling and system expansion planning before the
District of Columbia, Florida, Maryland, New Hampshire,
New Jersey, New York, Oklahoma, Virginia and Vermont
commissions, the Bonneville Power Administration and the
Federal Energy Regulatory Commission ("FERC"),

A summary of my educational background and profes-
sional experience is attached as Exhibit No. _ (RJS-1}.
PLEASE DESCRIBE YOUR EXPERIENCE WITH RESPECT TOQ THE
TECENICAL INTERPRETATION OF REGULATIONS IMPLEMENTING
PURPA.

As can be seen in Exhibit No. ___ (RJS-1}, I have been
involved in numerous state regulatory pioceedinos related

to PURPA over the past 13 years, 1including eight QF-
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related proceedings before this Commission. My work in
this area has included the development of draft requla-
tions implementing PURPA for the Arkansas Public Service
Commission, as well as numerous engagements related to
the proper technical definition and measurement of
avoided costs as defined in the FERC’s regulations
implementing PURPA. One such engagement involved working
with a task force of the Virginia State Corporation
Commission on the development of technical procedures for
measuring avoided costs using both optimal expansion
models and the PROMOD production costing model. I have
also worked for several electric utilities to develop the
correct technical and modelling procedures to implement
PURPA. 1In addition, I have served as an arbitrator with
respect to disputes over the measurement of avoided costs
under PURPA. Each of these engagementg has required that
I be familiar with the FERC's regulations implementing
PURPA and/or the modelling applications implementing
various costing methodologies in accordance with PURPA.
WHAT IS8 THE PURPOSE OF YOUR TESTIMONY?

I have been engaged to evaluate whether FPC’s curtailment
plan for "minimum locad conditions*® (the *"Curtailment
Plan") conforms with the Negotiated Contracts and PURPA
and the regulations 1mplemented thereunder. More

specifically, I have been asked to determine whether the
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Q.

Curtailment Plan and the actual curtailments announced to
date comport with {i) section 292.304(f) of the FERC's
regulations implementing PURPA, 18 C.F.R. § 292.304(f)
(1994}, and (ii) Commission rule 25-17.086, Florida
Administrative Code, implementing PURPA.
WEBAT IS8 THE SIGNIPICANCE OF SECTION 292.304(f) OF THE
PERC’S REGULATIONS?
Section 292.304(f) is one of only two narrow exceptions
(the other being section 292.307 for "gystem
emergencies") to the Congressionally mandated obligation
of wutilities to purchase QF power which the FERC
recognized in itg regulations implementing PURPA.
Specifically, section 292.304 (f) (1) provides, in relevant
part:
Any electric utility . . . will not be
required to purchase electric energy or
capacity during any period during which, due
to operational circumstances, purchases from
qualifying facilities will result in costs
greater than those which the utility would
incur if it did not make such purchases, but
instead generated an equivalent amount of
energy itaelf.
18 C.F.R. § 292.304(f) (1) {1994).

HOW DOES COMMISSION RULE 25-17.086 RELATE TO SECTION

N
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292.304(f) OF THE PFERC’'S REGULATIONS?

Rule 25-17.086 was adopted to implement secticn
292.304 (f} and, as such, must give full effect to the
FERC’'s regulation. Therefore, in order for the
Curtailment Plan to comply with rule 25-17.086, it musct
ultimately comply with section 292.304 (f) of the FERC's
regulations. FPC concedes as much by its numerous
references to and discussions of section 292.304(f) in
this proceeding. gee, e.g., FPC's Petition, at 4-5 {Oct.
13, 1994} ; FPC's Generation Curtailment Plan For Minimum
Load Conditions, at 17-19 (Exhibit No. __ (RDD-1}); Dolan
Direct Testimony, at 12-16.

WITH RESPECT TO THE OTHER EBXCEPTION TEHAT YOU MENTIONED
EARLIER, DO YOU BELIEVE THAT FPC CAN DISCONTINUE QF
PURCHASES DURING THE ALLEGED LIGHT LOADING PFERIODS BY
CLAIMING TEE EXISTENCE OF A "SYSTEM EMERGENCY®"™ AS MR.
DOLAN S8UGGESTS?

No. ¥PC has failed to provide any evidence which would
support Mr. Dolan's assertion. Indeed, the only
information presented by FPC 1n this proceeding has dealt
with the economic consequences to FPC of regponding to
light loading in terms of curtailing QFg or its own
unita. FPC has not provided any evidence to support the
existence of an “operational" emergency as c “templated

by section 292.307 of the FERC's regulations. Moreover,
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the very fact that FPC is and has been aware of its
"minimum load conditions” and could, through one or more
actions, effectively respond to such "minimum load
conditions" demonstrates that it is not experiencing a
gystem emergency. FPC simply does not wish to take one
nf several actions available to it to respond to its
"minimum load conditions," because it finds such actions
economically unpalatable. This is not a "system
emergency. "

HAVE YOU COMPLETED YOUR EVALUATION OF FPC’S8 CURTAILMENT
PLAN?

Yes.

PLEASE SUMMARIZE YOUR CONCLUSIONS.

FPC’e Curtailment Plan is inconsistent with PURPA and the
regulations implemented thereunder, as is evident from
careful consideration of the technical and operational
considerations addressed in the legislative history of
PURPA and the documents discuseing the formulation and
adoption of the FERC’s regulations implementing PURPA.
The clear intent of PURPA was to prefer and toc promote
cogeneration through the creation of a mandatory market
for QF power and an obligation of utilities to purchase
from QFs. Conaistent with this overriding goal to
promote QFs, the FERC recognized only two narrow

excepticns tec the utilities’ mandatory  purchase
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obligation. Section 292.304(f) of the FERC's regulations
is one of these exceptions.

Section 292.304(f) excuses utilities from their
obligation to purchase QF power only under extraordinary
"operational circumstances” for which they cannot plan
and to which they cannot otherwise respond. In order to
curtail QF purchases under section 292.304{f), utilities
must demonstrate (1} that they will experience
"operational circumstances" (ii) which give rise to
"negative avoided costs" (j.e., the utilities’ costs to
generate during such "operational circumstances” with QFs
exceeds their costs to generate without QFs) and {iii)
that they have taken available measures to mitigate the
very circumstances giving rise to the need to curtail.
Absent such a showing, section 292.304(f) does not, and
was not intended to, excugse utilities from their
Congressionally mandated purchase obligation. FPC has
not satisfied these requirements and, therefore, the
Curtailment Plan must fail under both section 292.304 (f)
of the FERC‘s regulations and rule 25-17.086 of the
Commiesion’s rules.

Pirst, FPC has not demonstracted that it has or will
encounter the very 1limited kind of ‘*operatiocnal
circumstances" that the FERC contemplated when 1t

promulgated eection 292.304(f) of its regulations.
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Rather than the result of extraordinary "operational
circumstances," FPC’'s alleged "minimum load conditions"
have been the result of conscious, long term planning as
well as short term purchase/sale and unit commitment
decieions which are fully within its control and which
can be rectified without recourse to involuntary
curtailment of mandatory QF purchases. As such, they are
outside the purview of section 292.304(f) and rule 25-
17.086,

What FPC is attempting to do is shift the cost of
excess generation during minimum load conditions --
excess generation which is the result of FPC's own
deliberate decisions -- to the Cogens. Thus, the
Curtailment Plan ultimately is not directed at lessening
operational risks beyond FPC’'s controcl, but instead is
degigned to shift to the Cogens the economic risks FPC
chose to accept in its contracts with them. The
Commission should not permit FPC to achieve, through a
distortion of its curtailment regulation, that which it
otherwise did not bargain for in the contracts it
negotiated with the Cogens -- the abiliry to control the
oucput of firm non-dispatchable QF resources.

Second, before FPC can even begin involuntary
curtailment of QF purchases, FPC must, consistent with

PURPA, take available measures to mitigate che very

10
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conditions that may give rise to the need for
curtailment. This FPC has not done. Thus, even if FPC
could demonstrate a legitimate "operational circumstance"”
of the kind contemplated by section 292.304(f) of the
FERC's vregulations, FPC cannot justify either its
Curtailment Plan or any of the curtailments announced to
date, because it has not undertaken available measures to
mitigate the occurrence of excess generation.

There are at least four types of mitigation efforts
that are available to FPC which it has not taken, but
which it must take in order to be eligible to curtail QF
purchases. First, FPC has not established a policy of
interrupting its purchases from the Southern Companies or
other utilities prior to curtailing purchases from QFs,
as it must do to comply with the requirements of PURPA.
Second, FPC has failed to take available measures that
would enhance itg ability to reduce its own generation or
to reconfigure the commitment of its own units so as to
mitigate the potential for excess generation. Third, FPC
has failed to aggressively pursue off-gystem sales of its
excess generation both on the Florida Energy Broker (the
"Energy Broker") and elsewhere at prices that would be
favorable to buyers, but nonetheless preclude FPC from
experiencing *negative avoided costs." Fourth, FPC has

failed to modify its vetail pricing during periods of

11
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excess generaticn 80 as to encourage large users to move
more of their consumption to these periods.

Finally, even if one were to asaume {for the sake of
argument) that FPC had taken all available steps to avoid
an imbalance between generation and load, FPC's method
for determining the existence of "negative avoided costs"
is flawed. First, FPC fails to base its analysis of
avoided costs (j.e,, the difference between the coste FPC
would incur with and without the Cogen purchases) on its
system as it should, congistent with PURPA, be operated
rather than how it actually ig gperated. Second, FPC

uges an inappropriate time frame for its avcided costs
analysis and incorporates costs that do not belong in its
calculations. 1In these ways, FPC skews the results and
ensures that its prediction of “negative avoided costs®
is self-fulfilling.

HOW I8 TEE REMAINDER OF YOUR TESTIMONY STRUCTURED?

The remainder of my testimony is divided into two major
sections. In the first section, I discuss the
legislative history of PURPA and the documents
considering the formularion and adoption of the FERC's
regulations implementing PURPA in lignt of the technical
and operational congiderations that PURPA and the
regulations were designed to address. In particular, I

focus on these documents as they relate to section

12
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292.304(f) of the FERC's regulations. In the second
gection, I discuss my conclusion that the Curtailment
Plan is not congistent with PURPA and the regulations
implemented thereunder. Specifically, 1 discuss my
conclusions that FPC has failed (i) to establish the type
of “"operational circumstances” contemplated by the FERC
in section 292.304(f) of its regqulations, (ii} to
undertake available measures to mitigate the potential
for excess generation on its system, and (iii) to
correctly measure "negative avoided costsg."
SECTION I

WHY IS A REVIEW OF THE TECENICAL AND OPERATIONAL
CONSIDERATIONS ADDRESSED IN THE LEGISLATIVE HISTORY OF
PURFA AND THE DOCUMENTS DISCUSJING THE FORMULAITION AND
ADOPTION OF THE FERC'S REGULATIONS IMPLEMENTING PURPA
RELEVANT TO THESE PROCEEDINGS?

This review is necegsary because consideration of the
legislative history of PURPA and these documents in light
of the technical and operational settings to which they
were being applied 1s essential to an understanding of
the proper context 1n which the Commission should reach
its decision in this proceeding. By way of example, the
Commisaion should recall 1ts recent development and
consideration of the PURPA-related jurisdictional igsues

in Docket Nos. 940771-EQ and 9402357-EG. In those

13
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dockets, the Commission’s lapors ultimately took it
"beneath the surface” to a detailed analysis of
underlying legal principles that led it to conclude that
the utility was misinterpreting PURPA.

The Commission is confronted with an analogous
situation here. I can appreciate that, on its face,
FPC’'s proposition may have some initial appeal. However,
as one digs deeper into the subject matter, it is
apparent that the FERC’s regulations upon which FPC
ultimately relies for its authority to curtail have an
instructive history that diacloses a very limited purpose
and intent -- one which FPC's Curtailment Plan does not
meet .

WEAT LEGISLATIVE HISTORY ARE YOU REFERRING TO?

In particular, I am referring to the House Conference
Report (the “Conference Report"), H.R. Conf. Rep. No.
1750, 9Sth Cong., 2d Sess. (1977), which discusges PURPA
and the objectives which Congress intended it to achieve,
a copy of which is attached as Exhibit No. __ (RJS-2).
As is evident from the Conference Report, PURPA was
designed to promote cogeneration. Id. at 97-99 {Exhibit
No. _  (RJ8-2)). To that end, PURPA wag intended to
remove the impediments to cogeneration, including
burdensome federal and state regulation. Jd. at 97-98

(Exhibit No. _  (RJS-2)). Moreover, because Congress
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viewed traditional utilities’ reluctance to purchase
power from non-traditional facilities as a powerful
obstacle to the development of cogenerators, PURPA
obligated utilities to purchase power from QFs. See 123
Cong. Rec. 32,403 (1977) (remarks of Sen. Durkin); id. at
32,437 (remarks of Sen. Haskell); id. at 32,419 {remarks
of Sen. Hart), copies of which are attached as Exhibit
No. _ (RJS-3). In addition, Congress required utilities
to provide necessary services to QF8 at non-
discriminatory rates. Conference Report, at 98 (Exhibit
No. __ {RJS-2)). BRAll of these requirements evidence
Congress’ goal to promote cogeneration by removing the
impediments to QF power sales.
PLEASE IDENTIPY THE DOCUMENTS WHICH DISCUSS THE
FORMULATION AND ADOPTION OF THE FERC’S REGULATIONS
IMPLEMENTING PURPA TO WHICH YOU EARLIER REFERRED.
In order to understand the full context in which section
292.304(f) of the FERC's regulations implementing PURPA
was developed, I have reviewed the technical and
operational considerations addressed in {i} the notice of
proposed rulemaking prescribing proposed regulations
implementing PURPA (the "NOPR"), Sm Pow d

-R X jong, 44 Fed. Regq.
61,190 (1979), a copy of which is attached as Exhibit No.

{(RIS-4), (ii) the summary of comments pu. f.rward to

15
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the FERC regarding the proposed regulations (the "Summary

of Comments®), FERC, Office of General Counsel, Summary

of Co n n tio m Pow ro
Docket No, RM 79-55 (1980), a copy of which is attached
as Exhibit No. __ (RJS-5), (iii} the final rule and full

preamble to the PURPA regulations {collectively, the

"Preamble®}, Order No. 69, ow o) t

1978, 45 Fed. Reg. 12,214 (1980), a copy of which is

attached as Exhibit No. __ (RJS-6), and (iv} all of the
PURPA regulations, 18 C.F.R. §§ 292.101-.602 {(1994).
PLEASE DESCRIBE HOW YOU TRACED IN THESE DOCUMENTS THE
TECHNICAL AND OPERATIONAL CONCERNS THAT THE FINAL
REGULATION WAS INTENDED TC ADDRESS.

1 began my analysis by examining the history of the
FERC's regulations implementing PURPA and how that
history manifests itself in the final regulations adopted
by the FERC. OCne of the first discussions of curtailment
appears in the NOPR in which the FERC prescribed proposed
regulations implementing PURPA. There the FERC provided
that utilicties would be excused from their
Congressionally mandated obligation to purchase QF power
only under the extracrdinary circumstances of a aystem

emergency or a period during which QF purchases might
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result in net increased gperating costs to the utility.

NOPR, at 61,193, 61,204 (Exhibit No. __ (RJS-4)).

This last exception excused utilities from their
obligation to purchase QF power during periods when
"purchases from qualifying facilities might result in
costa greater than those which the utility would incur if

it did not make such purchases, but instead generated or

purchased an equivalent amount of electric energy." Id.
at 61,204 {Exhibit No. __ (RJS-4)). It is clear from the
NOPR’s discussion of this proposed “curtailment”

regulation, that the FERC was concerned only with changes

in utility costs due to unexpected, short term
operational impacts, and not changes in utility revenyes .
In comments responding to the NOPR, the FERC noted
a recurrent concern that the proposed “curtailment”
regulation might be abused by or deemed an escape
provision for utilities to circumvent their primary obli-
gation to purchase power from QFs. Summary of Comments,
at 89-3%4 (Exhibit No. _ (RJS-5)). Accordingly, these
commenters urged the FERC to narrowly restrict the scope
and application of the exception. 1d. (Exhibit No.
{(RJS-5}) . The New York Public Service Commission
further suggested that the proposed ‘"curtailment®
regulation be modified to make clear that it could not be

used by a utility to avoid existing contractual
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obligations to purchase power. Id. at %4 (Exhibit No. .
(RJS-5)). This same concern was again apparent at the
public hearings which followed, as several commenters
expressed their concern that the proposed regqulation be
clirified so as to assure that it could not be used by
the utilities to escape their contractual purchase
obligations. See Public Hearings on Docket Nos. RM79-54
and RM79-55, Implementing Sections 201 and 210 of PURPA,
statement of Maura O’'Neil, Consumer Action Now, Nov. 28,
1879, New York, New York; statement of John J. Plunkett,
Staff Economist, Institute for Local Self-Reliance, Dec.
5, 1979, Washington, D.C., copies of which are attached
as Exhibit No. __ (RJS-7).

DID YOUR REVIEW REVEAL WHETHER THE FINAL REGULATION WAS
REVISED TO ADDRESS THE TYPE OF CONCERNS EXPRESSED BY
TRESE COMMENTERS?

Yes. In the final regulation, the proposed *curtailment®
regulation was modified to put the burden on the utility
first to notify any affected QFs prior to curtailment and
second to substantiate its claim for curtailment as
required by its state regulatory authority. Preamble, at
12,228 (Exhibit No. _ (RJS-6)). Reflecting the FERC’s
concern tor QFs, the fipnal regulation further provided
that, absent such pr.or notice and substantiation, the

utility must reimburse the affected QFs fnr energy or
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capacity supplied as if such light loading period had not
occurred. 1d. (Exhibit No. __ (RJS-6)).

The Preamble to the final regulations states that
thege modifications were adopted in direct reaponse to
the concerns of the commenters discussed above:

Many of the comments received reflected a

suspicion that electric utilities would abuse

this paragraph to circumvent their obligation

to purchase from qualifying facilities. In

order to minimize that posesibility, the

Commission has revised this paragraph to

provide that any electric utility which seeks

to cease purchasing from qualifying facilities

must notify each affected qualifying facility

prior to the occurrence of such a period, in

time for the qualifying facility to cease

delivery of energy or capacity to the electric

utility.
Id. at 12,227-28 (Exhibit No. __ (RJS-6)). The FERC’s
overriding concern in adopting these revisions to the
proposed “curtailment” regulation was to protect QFs, in
general, and the primacy of the utilities’' QF purchase
obligation, in particular.
HOW ELSR DID THE PERC REVISE THE PROPOSED °CURTAILMENT™

REGULATION IN ORDER TO AVOID ABUSE?

1¢
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In the final regulation, the FERC limited those
circumstances under which a curtailment would be
permisgible. First, the FERC eliminated the cost of
purchased power from the wutility’s calculation of
*operating costs" that potentially could justify
curtailment. Ag a result, the FERC limited the
calculation to true “"operating costs" only.

Second, the FERC clarified in the final regulation
that increased “operating costs" alone are not sufficient
to justify curtailments; they also must be "due to
operational circumstances." This term was not defined in
the final regulations; however, the FERC did offer a
characterization of “operational circumstances"” in the
Preamble:

Thie section was 1intended to deal with a

certain condition which can occur during light

loading pericds. If a utility operating only

base load units during these periods were

forced to cut back output from the units in

order to accommodate purchases from gqualifying
facilities, these base load units might not be

able to increase their output level rapidly

when the system demand later increased. As a

result the wutility would be required to

utilize less efficient, higher ccat v1ite with
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faster start-up to meet the demand that would

have been supplied by the less expensive base

load unit had it been permitted to operate at

a4 constant output.

Id. at 12,227 (Exhibit No. __ (RJs-6}).

Ag is evident in the descripticn of "operational
circumstances” quoted above, the final *'curtailment®
regulation clearly focused on preventing increases in the
utility‘s goptg caused by the inability of one of ite
cheap base load units to return to full service after a
reduction in its output forced by a low load period.
Thus, one of the factors relevant to determining the
existence of ‘"operational circumstances" must be an
increase in costs due to the purchase of QF power during
low load periods versus the level of costs the utility
would incur in the absence of QF power purchases during
such periods.

Ae with the proposed “"curtailment" regulation, the
circumstances the final regulation was intended to
address were expected to be short term and unexpected in
nature. In its description of ‘“operatioconal circum-
stances," 1t 18 clear that the FERC contemplated
circumstances for which the utility could not plan and to
which the utility could not otherwise reaspond. 1iis 1s

entirely consistent with the FPERC'8 general view of the
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primacy of the QF purchase obligation and the very
limited nature of the curtailment exception.
WERE THERE OTHER CLARIFICATIONS TO THE FINAL REGULATION
WHICH ADDRESSED CONCERNS ABOUT UTILITY ABUBE WHICH
IMPACTED YOUR DETERMINATION WITH REGARD TO THE PROPER
TECHNICAL IDENTIPICATION OF OPERATIONAL CIRCUMSTANCES?
Yea. The Preamble also clearly stated that the final
regulation was not intended to override contractual or
other obligations of the utility to purchase from a QF.
The Commission does not intend that this
paragraph override contractual or other
legally enforceable obligations incurred by
the electric wutility to purchase from a
qualifying facility. In Buch arrangements,
the established rate is ©based on the
recognition that the value of the purchase
will vary with the changes in the utility’s
operating costs. These variations ordinarily
are taken into account, and ithe resulting rate
represents the average value of the purchase
over the duration of the obligation. The
occurrence of such periods may similarly be

taken into account in determining rates for

purchases.

Id. at 12,228 (Exhibit No. __ (RJIS-6)). Thus, the FERC
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recognized that the relative costs of QF purchases would
vary in comparison to utility costs as the utility’s
costs rise or fall, but that those expected variations
were or could be taken into account in the overall
avoided cost rate to be paid for QF power. By
comparison, "operational circumstances” justifying cur-
tailment occur during short term, unexpected periods of
increased operating costs.
WHAT DO YOU CONCLUDE FROM YOUR REVIEW OF THESE DOCUMENTS
REGARDING THE TECHNICAL AND OPERATIONAL CONCERNS WHICH
THE FINAL REGULATION WAS DESIGNED TO ADDRESS?
I believe that the FERC’s regulations implementing PURPA
faithfully reflect the Congressional mandate favoring
cogeneration through the creation of a mandatory market
for QF power and an obligation of urilities to purchase
from QFs. This cobligation to purchase is one of the
cornerstones of PURPA and as such, is, with only two
exceptions, treated as sacrosanct under the FERC's
regulations. Section 292.304(f), which the Commigsion
has implemented in its rule 25-17.086, 18 one of the
these limited exceptions.

As is evident from the previcus review, section
292.304{f) was not intended to override the contractual
obligationg of a utility to purchase from a QF, but

instead was intended to respond tc a short term.
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extraordinary occurrence during which a utility would,
absent curtailment, have to turn off its own base load
generation due to QF purchases, resulting in net
increased operating costs (i.e., “'negative avoided
costs”) . Section 292.304(f) excuses a utility from its
obligation to purchase QF power only in the limited,
short term context of extraordinary "operational
circumstances” which give rise to ‘"negative avoided
costs." Absent such a showing, section 292.304(f) does
not relieve a utility of its obligation to purchase QF
power. FPC has not made such a showing and, therefore,
should not be permitted to curtail its purchases of QF
power pursuant to rule 25-17.086.
S8ECTION II

WHAT ARE THE REQUIREMENTS OF SECTION 292.304(f) OF THE
FERC’S REGULATIONS THAT THE COMMISSION MUET IMPLEMENT
THRCUGH RULE 25-17.08B6?

In order to be excused under section 292.304(f) from its
primary obligation to purchase QF power, a utility must
demonstrate (i) rhat "operational circumstances"” within
the meaning of section 292.304(f) ex1st which would cause
the utility to incur "negative avoided costs" if it
purchased QF power, (ii) that it has exhausted available
measures to mitigate the circumstances giving rise to the

need to curtail QF power purchases, and (iii) that it has
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Properly measured and established the existence of
"negative avoided costs" associated with the QF
purchases.
WITH RESPECT TO THE CURTAILMENT PLAN, HAS FPC BATISFIED
THESE REQUIREMENTS?
No. As I discuss below, FPC has failed to demonstrate
any of these requirements.

S8ECTION A -- THE FIRST REQUIREMENT
HAS PPC IDENTIFIRD THE KIND oF "OPERATIONAL
CIRCUMSTANCES® WHICEB THE FERC CONTEMPLATED IN SECTION
232.304(f) AND WHICH WOULD JUSTIFY CURTAILMENT UNDER RULE
25-17.0867
No. FPC’'s "minimum load conditions" do not represent the
kind of "operational circumstances" the FERC contemplated
when it adopted section 292.304 (f}). As discussed above,
section 292.304 (f) addresses "operational circumstances"
in the very limited context of short term, unexpected and
extraordinary circumstances where, absent curtailment, a
utility would be compelled to incur increased cperating
costs ag a result of having to turn off its own base load
generation due to purchases from QFs. Similarly, FPC has
acknowledged that rule 25-17.086 of the Commission'’s
rules has a *“limited application . . . to extreme
conditions only." FPC's Cogeneration Review: An

Assessment of Florida Power's Qualifying Facility

25



10

11

12

13

14

is

16

17

l8

19

20

21

22

23

24

25

"Cogeneration® Purchases, at 46 (Dec. 1993) (hereinafter
"Cogeneration Review®) (Exhibit No. __ (RJS-8)}). FPC’s
alleged *minimum load conditionsa" are neither unexpected,
extraordinary nor extreme and therefore do not justify
curtailment under section 292.304(f) cr rule 25-17.086.
Moreover, the contractual relationship between the QFs
and FPC was defined in the context of long term
negotiated contracts. There was nothing shcert term or
unexpected about FPC’s purchase obligations under the
Negotiated Contracta.

Of sgpecific importance 1is the fact that the
Negotiated Contracts establish the various Cogens as firm
must run (must take) suppliers to FPC. These contracts
set the compensation and operational obligations of the
Cogens based on the explicit recognition that they would
be supplying firm generation resources and associated
benefits (e.g., the avoidance of utility construction)
over terms as long as 30 years. As diacussed above,
section 292.304(f) was explicitly not intended to
interfere with the relative quid pro quo of compensation
and performance establighed in such contracts. To the
extent that these QF purchase obligations may be at odds
with FPC‘'a "minimum load conditions"®, it must be
recognized that this is the result of, among other

things, a conscious planning decision to pursue OER-
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WHAT DO YOU MEAN WHEN YOU STATE THAT THE "MINIMUM LOAD

CONDITIONS® ARE THE RESULT OF CONSCIOUS PLANNING BY FPC?
I think it is very important for the Commission to
recognize that FPC made a conscious choice to negotiate
must run versus dispatchable contracts with the Cogens.
At the time that it was developing thease contractual
arrangements, FPC conducted a number of analyses and
debated internally whether it should include dispatch
provisions in its contracts. See FPC internal
correspondence attached as Exhibit No. __ (RJS-9).

At the time it made the decision not to pursue
dispatchable contracts, FPC weighed whether the expected
benefits from being able to dispatch a QF (e.g,, control
the level of generation and thereby reduce output during
low load conditions) were sufficient to justify cthe
increased payments that it would have had to make to
obtain dispatchability rights in the contract. See id
In exchange for dispatch rights, FPC would have had to
offer compensation for the associated start-up and
cycling costs for the avoided unit, as well ae the
increased capacity payments that would be associated with

the design of a more expensive avoided unit that would be
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better able to vary its output in response to fluctuating
iocads. FPC apparently concluded that it would not need
the dispatch rights from QFs and/or that it did not want
to incur the costs of obtaining those rights from QFs,
Having declined to obtain dispatch rights and to pay the
costs associated with such rights, FPC should not now be
allowed to cbtain those benefits at no cost under the
pretext of curtailment.

Yet, that is precisely the result FPC seeks to
achieve in this proceeding. FPC’'s wotivations are
clearly revealed in its own Cogeneration Review and its
"Cogeneration and Purchased Power Strategic Prcposal",
dated March 18, 1994 ("Strategic Proposal®), portions of
which are attached as Exhibit No. __ (RJS-10). 1In these
documents, FPC sets out its strategy to use 25-17.086 to
obtain at no cost contract rights which it recognizes it
does not have.

First, FPC acknowledges that, other than certain
dispatch and scheduling rights FPC recently negotiated,
its QF power purchase coatracts are not dispatchable.
Strategic Proposal, at 18 (Exhibit No. _  (RJS-10).
However, FPC also recognizes that although it needs the
QF capacity for meeting demand now, and perhaps even more
so in the future (geg Cogeneration Review, at 45 (Exhibit

No. _ (RJS-8}), the current "energy needs from QFs isg
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variable with load, maintenance outages, and fuel costs."
Id. at 46 (Exhibit No. _ (RJS-8)). FPC further observes
that " [i)deally, FPC would schedule, dispatch, and
operate the variocus cogenerator units in the same mannerv
its other plants are operated/dispatched." Id. (Exhibit
No. __ (RJS-8)).

Second, FPC acknowledges that rule 25-17.086 has a
“limited application" and was intended to address
"extreme conditions only." Ig. (Exhibit No. __ (RJS-8)).
FPC further acknowledges that unilateral implementation
of involuntary curtailments would “undoubtedly result in
immediate cogenerator litigation® and that "[i]t has not
been determined if FPC waived certain [curtailment)
rights by signing contracts with the various parties."
1d. {(Exhibit No. __ (RJS-8)}.

These documents reveal that FPC ia knowingly using
the Commigoion's curtailment rule t«o clrcumvent itu
contractual obligation to purchase power and to obtain
contract rights it was unwilling to pay for during
initial contract negotiations. Neither rule 25-17.086 of
the Commissgion’s rules nor section 292.304(f) of the
FERC’e regulations permit such abuse. As the Preamble to
the FERC’s regulations explicitly states, section
292.304 (f) was not 1ntended to "override contractual or

other legally enforceable obligations incurred by the

29



10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

electric utility to purchase from a qualifying facilivy
Preamble, at 12,228 (Exhlbit No. {RJIS 61) .

At the time it entered into the Negotiated
Contracte, FPC committed itself tc a long term bargain
with the Cogens to be non-dispatchable based on the trade
off of the value of dispatch versus the additional costs
to obtain such rights. As part of this bargain, FPC
explicitly assumed the downside costs of not having the
capability to dispatch the Cogens. Presumably, FPC’'s
decision was based upon the long term benefits it foresaw
over the entire course of the Negotiated Contracts from
lower payments versus the potential costs assoclated with
not being able to dispatch the Cogens. Indeed, most of
the Negotiated Contracte have terms of at least 20 years,
and even FPC concedes that its alleged "minimum load*
problem should be resolved within a few years. It is
altogether inappropriate for FPC to now focus on those
periods where it may be incurring some of the anticipated
<cQets it bargajned for. ignore all of the associated
benefits that .t has already received and will receive in
the future, and wuese ‘+hie as a justification for
curtallment.

SECTION B -- THE BECOND REQUIREMENT
WOULD YOU EXPLAIN WHAT YOU MEAN WHEN YOU STATR THAT FPC

MUS8T TAKE AVAILABLE MEASURES TO MITIGATE THE VERY
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CIRCUMSTANCES GIVING RISE TO THE NEED TO CURTAIL QF
POWER?

Yes. Implicit in section 292.304(f) is the requirement
that a utility seeking to be excused from its obligation
to purchase QF power must first take available measures
to mitigate the circumstances giving rise toc the need for
such curtailment. This requirement follows from the
overall goal of PURPA to prcmote QFs, and from the more
limited goal of PURPA to create a mandatory market for QF
power by obligating utilities to purchase from QFs.
Without such a requirement, section 292.304(f) could
effectively fruatrate both of these goals by allowing
utilities to circumvent their mandatory purchase
obligation.

It is clear that under both PURPA and the Negotiated
Contracts, FPC has a direct obligation to purchase the
firm power being sold by the Cogens. With respect to
PURPA, it would make a mockery of section 292.304(f) of
the FERC's regulations, if all FPC had to do to evade its
contractual purchage obligation under the Negotiated
Contracts was to over-commit generation resources or
other utility purchases on 1its aystem and claim
"operational circumstances." Similarly, with respect to
the Negotiated Contracts, the "must run" firm purchase

obligation that FPC has agreed to in these contracts
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would be rendered meaningless if FPC could simply evade
this obligation by over-committing generation rescurces
on its system and/or by failing to live up to its
commitments. Yet, that is precisely the result FPC
attempts to achieve in this proceeding under the guise of
"cartailment." Prior to invoking the narrow exception
for curtailment, FPC must attempt to comply with its
contractual purchase obligations under the Negotiated
Contracts by attempting to avoid the very "operational
circumstances" which give rige to curtailment in the
first place.

This is neither an extreme nor an unusual position.
As a matter of course, one would expect that FPC would
attempt to honor other firm take obligations such as
minimum or must take contracts for fuel supplies such as
coal . It is perfectly reascnable to expect that FPC
should honor its firm purchase contracte with the Cogens
with respect tec which it has a strong regulatory
obligation to purchase.
HAS FPC TAKEN ANY EFFORTS TO MITIGATE THE OCCURRENCE OF
RXCESS8 JENERATION ON ITS SY¥STEM?
Yes. Under the Curtailment Plan, FPC is reguired to
reduce peaking and intermediate output and cut back on
base load production, all of which help to reduce excess

generation on FPC’s gystem.
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AREN’T THRESE EFPFORTS ENOUGH?

No. PURPA requires that FPC take available measures to
mitigate the very circumstances that give rise to the
need to curtail. There remain several measures available
for FPC to take which would reduce the possibility of
excesa dgeneration on its system.

WHAT TYPES OF ADDITYIONAL MITIGATION EFFORTS SHOULD FPC BE
TAKING?

There are at least four general types of mitigation
efforts that FPC can, and should, undertake to reduce the
likelihood of excess qeneration occurring on its gystem,
First, FPC can curtail its non-QF purchases during
pericds when generation is expected to exceed load.
Second, FPC can modify its unit commitment practices to
meet 1its expected load requirement. Third, FPC can
properly price ite offers of economy energy for sale
either on or off the Energy Broker in order to encourage
additional sales during periods when it forecasts that
generation may exceed load. Fourth, FPC can reduce its
retail price during periods of excess generation to
encourage more consumption.

HAS FPC UNDERTAKEN ANY OF THESE MITIGATION EPFORTS IN A
MEANINGFUL WAY?

No. It appears that all FPC has done 1s attempt (i} to

pursue additional sales on the Energy Broker durang
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potential curtailment periods at prices which do not
encourage such sales and {ii}) to reduce (but not
eliminate} the purchases that it makes under the Unit
Power Sales Agreement ("UPS Agreement“") under certain
circumstances. Other than these very limited actions, I
am rot aware of FPC having taken -- nor is FPC required
to take under the Curtailment Plan -- any of the other
types of mitigation efforts described above.

PLEASE EXPLAIN WHY FPC SHOULD CURTAIL ITS8 OTHER FIRM
PURCHASES PRIOR TO REDUCING PURCHASES FROM TEE COGENS.
As an initial step in the mitigation process, FPC should
curtail its other firm utility purchases prior to
attempting to curtail purchases from the Cogens. This
conclusion is required by PURPA and the regulations
implemented thereunder.

In the proposed "curtailment" regulation discussed
earlier, FERC identified the costs of other power
purchases as a factor to be considered in justifying
curtailment. NOPR, at 61,204 (Exhibit No. __ (RJS-4)).
In the final regulation, however, this language was
eliminated, and costs of purchases were no longer
included as a justification for curtailment. Therefore,
it seems clear that purchases, Buch as those from the
Southern Companies under the UPS Agreement, should not be

part of the FPC resources considered in determining
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whether "operational circumstances" exigt.

This interpretation is also consistent with the
meaning of "operational circumstances” as provided for in
the Preamble:

This section was intended to deal with a

certa.n condition which can occur during light

loading periods. If a utility operating only
base load wunits during these periods were
forced to cut back output from the units in
order to accommodate purchases from qualifying
facilities, these base load units might not be

able to increase their output level rapidly

when the system demand later increased.

Preamble, at 12,227 (emphasis added) (Exhibit No.
(RJS-6)) . In no way can FPC claim that the "operational
circumatances" referred to in the Preamble are created by
purchases from another utility, because the FERC presumed
that such purchases would not be made if the purchases
would effect the operation of the utility’'s own must run
units. It follows that such purchases should be
curtailed prior to those from QFs.

This conclusion also makes sense 1in the broader
context of PURPA. To allow QF purchases to be curtailed
before purchases from another utility would essentially

make the QF purchase obligation inferior to that of the
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purchase obligation between utilities. Such a result is
contrary tc the entire thrust of PURPA, which was to
establish a clear preference for such QF sales.

ISN'T A CONSEQUENCE OF THIS CONCLUSION THAT FPC MIGHT BE
REQUIRED TO PAY FOR POWER FROM ANOTHER UTILITY WHICH IT
DOES NOT USE?

Yes. However, this is purely a consequence of FPC’s
contractual obligations with the Southern Companies and
doea not justify involuntary curtailment of mandatory QF
purchases, This is just one example of the possible
downside costs that FPC bargained for when it entered
into the minimum purchase contract with the Southern
Companies. 1In this respect, it is no different than any
other sjituation where a utility incure short term costs
in exchange for long term benefits in the context of a
long term planning decision.

What is most significant in the current situation,
however, is the special requirements imposed by PURPA on
utilities to purchase QF power. It 18 unreasonable to
believe that the very same legislation Congress adopted
to promote QFs and overcome utilities' reluctance to
purchase from QFs would also have been intended to
subordinate firm generation by QF8 to generation or
purchases by utilities. As discussed above, this

conclusion 18 supported by the fact that the term
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"operational circumstances" was not intended to cover
utility purchases.

WITH RESPECT TO THE SECOND MITIGATION EFFORT, WOULD YCU
EXPLAIN WHAT YOU MEAN BY MODIPICATION OF PPC’8 UNIT
COMMITMENT PRACTICES?

Yes. In general, utilities go through a decision process
to determine which of their generation units they will
bring on line in order to meet their expected load
requirements. This decision process is referred to as
unit commitment. Typically, a utility considers the
maximum load that it may be required to serve over a
specific time frame or planning pericd. The utility then
attempts to “turn on" or commit to operation the least
cost combination of units that will allow it to meet
those load requirementas. This decision process would
normally include considerations such as the start-up and
operatiocnal costs of each unit, as well as its maximum
generation capacity.

HOW SHOULD PPC MODIFY ITS UNIT COMMITMENT PRACTICRES TO
HITIGATE THE NEED TO CURTAIL QF PURCHASES?

I will just comment briefly here about how FPC's unit
commitment planning process ~an be modif:ed to mitigate
the need to curtail its firm QF purchase obligations.
Mr. Slater will testify in significant detail on this

subject. Typically, a utility making unit commitment

37



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

decisions will only consider getting the cheapest
generation on line to meet peak load reguirements, and
ignore minimum load conditions. Where light load periods
are expected, however, a utility must modify its unit
commitment planning process to take into account the
implications of its minimum load problems.

Notwithstanding the fact that FPC has recognized for
over two years the problems that might exist during light
load periods, FPC does not appear to have modified its
unit commitment planning procesa to recognize the
implications of its minimum load problems. As Mr.
Slater’s analysis shows, the necessary adjustments are
not difficult and, if made, could reduce or eliminate the
occurrence of FPC’s "minimum load conditions."

The other point that I would like to make here is
that FPC must plan for and adjust its operations in
recognition of the contractual obligations it has entered
into with the Cogens. FPC has essentially ignored the
fact that the Negotiated Contracts represent long term
non-dispatchable purchase obligations. 1In particular,
during the past two years there has been no indication
that FPC has planned for or adjusted its commitment
process 1in recognition o©f these firm purchase
obligations, despite its awareness of potential low load

conditions.
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Having failed to properly plan for or accommodate
its Cogen purchase obligations, FFC now seeks to escape
ites problems by curtailing these very same purchase
obligations under rule 25-17.086. FPC's "minimum load
conditions, " however, remain fully subject to its control
and can be rectified without recourse to involuntary
curtailments of Cogen purchases. As discussed above, FPC
must take available measures before seeking to curtail
Cogen purchases. Until FPC has taken those actions, it
cannot seek to solve its self-imposed problems through
rule 25-17.086.

The simplest solution for FPC is to recognize that
the Negotiated Contracts are firm, non-dispatchable
purchase obligations and to plan and adjust its
operations accordingly. Just as FPC apparently
recognizes and plans around its minimum take obligation
under the UPS Agreement, so it should recognize and plan
around its minimum purchase obligations under the
Negotiated <Contracts. This means that FPC's unit
commitment process should start with a recognition of its
total minimum purchase obligations, and then seek to
identify the best combination of its own units to meet
total generation requirements. "Planning around"
operational constraints is not unusual, and as Mr. Slater

demonstrates, not that difficult with reapect to avoiding
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the need to curtail.

ARE THERE ANY OTHER COMMITMENT TYPE ACTIONS THAT FPC
COULD TAKE TO MITIGATE THE NEED FOR CURTAILMENT?

Yes, The above discussion and Mr. Slater’s analysis

focus particularly on the short term (i.e., approximately

one week) types of actions that FPC can employ to
alleviate operational constraints. There are, however,
several longer term actions which FPC could take. For
example, FPC might consider putting a unit on reserve
status on a seasonal basis. Alrternatively, FPC might
consider a mix of actions such as actually increasing
purchased power that Is fully dispatchable coupled with
either geasonal reserve or adjusted maintenance schedule.
The point to emphasize here is that there is a wide range
of options open to FPC that are consistent with
traditional utility planning practices, that apparently
FPC has totally ignored.

WITH RESPECT TO THE TEHIRD TYPE OF MITIGATION YOU
IDENTIFIED, WOULD YOU PLEASE EXPLAIN HOW FPC CAN MITIGATE
THE NEED TO CURTAIL QF PURCHASES BY ADJUSTING THE PRICE
AT WHICH IT OFFERS ENERGY ON THE ENERGY BROKER?

Yes. By increasing off-system sales during potential
light load periods, FPC can reduce the need to curtail
Cogen purchases. FPC can increase such sales by lowering

its offering price on or off the Energy Broker.
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WHY HASN‘T FPC LOWERED ITS PRICE ON THE ENERGY BROKER TO
ENCOURAGE MORE SALRS DURING PERIODS WHEN CURTAILMENTS
WERE EXPECTED?

FPC has stated that it is unable to reduce its price
quotes on the Energy Broker because 1t is not permitted
to sell economy energy below its incremental cost.

ARE YOU PROPOSING TEAT FPC SELL ECONOMY ENERGY ON THE
ENERGY BROKER BELOW ITE INCREMENTAL COST?

No. The simple fact 1s that FPC 1is incorrectly
calculating and significantly overstating its incremental
costs during low load periods. As a result, FPC has been
offering its energy on the Energy Broker at a price which
discourages rather than encourages salea. By correctly
understanding and calculating its incremental costs, FPC
would be able to lower its offering price and increase
its sales on the Energy Broker. My analysis of the
limited empirical evidence available to date suggests
that FPC could significantly reduce, 1f not eliminate,
the need for curtailment if it were to lower 1its price
for economy energy transactions on the Energy Broker to
competitive levels. Based on what I have learned in the
discovery process, FPC apparently would agree with my
conclusiona, but would disagree as to what congtitutes
its incremental costs during low load periods.

HOW DOES FPC BET ITS INCREMENTAL COSTS FOR PURPCSES OF
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PRICING ITS SALES ON THE ENERGY BROKER?

In a typical situation (e, g.., not during 1light load
periods) FPC would calculate its total production ccsts
with the sale of power on the Energy Broker (say 100 MW)
for an hour, and again calculate total production costs
without the sale (e.g,, operating at a lower level of
production). The difference in total production costs
divided by the 100 mWh would be FPC‘s estimate of its
incremental costs for such sale, and, in turn, would be
the price at which FPC would offer to make the sale on
the Energy Broker. This method results 1in the
calculation of the average incremental price over the 100
MW sales block of energy. During periods when FPC has
the flexibility to increase its generation te meet
additional ecconomy sales this is an appropriate method to
estimate incremental costs.

I8 THIS METHOD APPROPRIATE TO ESTIMATE INCREMENTAL COSTS
DURING PERIODS WHEN GENERATION IS EXPECTED TO EXCEED
LOAD?

No. FPC inappropriately uses this same method to
calculate 1its incremental costs during periods of
curtailment. It is very important to understand whyv the
use of this same method is wrong when setting the
incremental cost for a block of energy that, but for an

additional sale, would constitute excess generation.
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This may best be understood in the context of a
hypothetical. Assume that FPC has 2100 MW of must run
capacity on line, 1800 MW of its own base load units, 100
MW of must run Southern Companies purchases, and 200 MW
of must run non-dispatchable Cogen power. Further,
assume that FPC has only 2000 MW of load on its system.
This means that it has 100 MW of excess generation. In
this situation, FPC calculates its offer price for sales
on the Energy Broker as the average incremental cost of
serving megawatts 2001 through 2100 by increasing the
output cf its own units.

This calculation is clearly wrong, because it
incorrectly assumeg that FPC has some discretion in
generating incremental energy at less than 2100 MW. IF
FPC had such discretion, however, there would be no need
for curtailment because FPC would simply reduce
generation to meet load. What i1s being offered for smale
on the Energy Broker in this surplus situation is the
output between megawatts 2001 and 2100, during a period
when FPC has no ability to reduce its output below 2100
MW . In this context, FPC can not save any money by
producing less, because it cannot produce less. Thus,
the true marginal cost that should be asscciated with the
surplus 100 MW is at most zero.

I8 IT A SURPRISING RESULT THAT MARGINAL COSTS WOULD BE AT
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MOST ZERG UNDER THESE CIRCUMSTANCES?

No. It is perfectly logical that marginal costs would be
at most zero when "must take" supplies exceed demand. In
such a situation there is no cost to serving the next
increment of demand that falls below the "must take"
level.

This is a common situation with respect to take or
pay fuel contracts. For example, if a utility had a take
Or pay requirement that obligated it to buy 10 tons of
coal, but it only needed 9 tons, the incremental cost for
the last ton would be zero because it could not purchase
less than 10 tons. In a fuel cost recovery proceeding,
FPC witness Karl Wieland supported this conclusion by
observing: "The true economic cost of the take or pay
(coal] contract is zero I mean once you have an
obligation to buy a certain tonnage, the incremental cost
of burning . . . half of it or all of it 1s zero." See
Docket No. 870001-EI, Direct Testimony and Exhibits of
FPC Witness Karl H. Wieland, transcript of cross
examination, ar 400 (1987), a copy of which 18 attached
as Exhibit No, _ (RJS-1l). Tne situation 1s exactly the
same here when FPC has firm purchase obligations for more
generation than load

This 1is also not that unusual in the context of

electric utility operations and generation. T -pically,
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where generation exceeds load, the excess is regarded as
“dump" energy, and often sold at a zero cost basis. This
type of pricing of "dump" energy applies with respect to
transactions between utilities in the New York Power Pool
during periods of excess generation.
WITH RESPECT TO THE LAST TYPE OF MITIGATION YOU
IDENTIPIED, EOW WOULD MODIFYING FPC’S RETAIL PRICING
DURING PERIODS OF ERXCESS8 GENERATION HELP MITIGATE THE
NEED TO CURTAIL COGEN PURCHASES?
The situation is very similar to that discussed above
with respect to pricing additional economy sales on the
Energy Broker. During periods of 1low load, the
incremental cost for the block of power that would nave
been excess is zero or legs. If FPC can encourage retail
customers to take mere of their reguirements during this
pericd, it should be prepared to sell it down to a price
of zero. 1In turn, the increased load can reduce or even
eliminate the level of excess generation. Thus, to
properly mitigate, FPC should offer such energy to retail
customere who can increase their loads at the reduced
rate.

For example, any industrial companies which operate
cogeneration facilities to meet their own loads could,
during light load periods, be offered power at a praice

which encouraged them to turn coff their plants and to
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purchase from FPC. To further encourage such gales, FPC
could offer the power in advance for a fixed block of
time consistent with its forecast of the low load
periods, in much the same way that FPC currently bids
economy sales to the Carter facility in the South Eastern
Power Authority. Of course, this would require FPC to
file the appropriate retail tariff with the Commission.
S8ECTION C -- THE THIRD REQUIRZMENT

WHY I8 THE CONCEPT OF *"NEGATIVE AVOIDED COBTS®™ IMPORTANT
IN TEHE CONTEXT OF THE POTENTIAL CURTAILMENT OF QP
PURCHASES UNDER SECTION 292.304(f) OF THE PFERC’S
REGULATIONS?

This concept is central to the determination of when the
curtailment of QF purchases is permitted. Specifically,
gection 292.304(f){1) excuses utilities from their
obligation to purchase QF power during

any period during which, due to operational

circumstances, purchages from cualifving
Facilit i will ] . |
) hic] } £i) would i {f 4 1id

h ha
an.eguivalent amount of eperqy itself.
i8 C.F.R. § 292.204(£) (1) (1994) {(emphasis added). The

underscored text reflects the concept of ‘"negative

avoided coagts."
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IS A PINDING OF *NEGATIVE AVOIDED COSTS8" ENOUGH TO
TRIGGER CURTAILMENT UNDER SECTION 292.304(£)7?
No. Section 292.304(f) requires that a utility seeking
to curtail QF purchases not only establish "negative
avoided costs," but also establish that such "negative
avoided costs" are "due to operational circumstances."
Moreover, as discussed above, a utility cannot curtail QF
vurchases pursuant to section 292.304(f) unless it can
first demonstrate that it has taken available measures to
mitigate the very circumstances giving rise to the need
for curtailment.
WHAT ARE “"NEGATIVE AVOIDED COSTS"?
In the context of section 292.304(f}, "negative avoided
costs" occur when the cost that the utility would incur
to generate with the QFs (e . g., with QF energy priced at
zero) exceeds the cost that it would incur to generate
without the QFs (e.g,, with the QFs curtailed). This
differential comparison of what would occur with versus
without the operation of the QFs reflects the basic
concept of avolded costs. This concept is explained in
the Preamble’s discussion of the definition of avoided
costs:

Cne way of determining the avoided cost ia to

calculate the total (capacity and energy)

costs that would be incurred by a utility to
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meet a specified demand in comparison to the
cost that the wutility would incur if it
purchased energy or capacity or both from a
qualifying facility to meet part of its
demand, and supplied its remaining needs from
its own facilities. The difference between
these two figures would represent the
utility’s net avoided cost. In this casge, the
avoided costs are the excess of the total
capacity and energy cost of the sgystem
developed in accordance with the utility‘s
optimal capacity expansion plan, excluding the
qualifying facility, over the total capacity
and energy cost of the system (before payment
to the qualifying facility) developed in

accordance with the utility’s optimal capacity

expansion plan including the qualifying
facility.
Preamble, at 12,216 (citations omitted) {emphasis 1in
original) (Exhibit No.  (RJS-6)'.
Thus, in order to determine the existence of

"negative avoided costs,"” FPC must calculate its avcided
costs, which represent the costs that it would have
incurred but for the existence and operation of the QFs.

In general, where those costs are negative (e.g., FPC's
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coets increase due to the QFs), FPC will have incurred
"negative avoided costs* with respect to the QF
purchases.

IN ATTEMPTING TO DEMONSTRATE THE EXISTENCE OF °*NEGATIVE
AVOIDED COSTS,"™ HAS FPC PROPERLY CALCULATED ITS AVOIDED
COSTS CONSXSTENT WITH PURPA?

No. Although FPC does follow the basic with/wiclhout
methodology used in PURPA to calculate avoided costs, its
assumptions regarding the basis for its calculation of
avoided costs are flawed. Bagjically, FPC incorrectly
assumes the wrong system operations over the wrong period
of time, and includes inappropriate costs in its
calculations. These errors in FPC’'s methodology
completely invalidate its results.

WHAT IS THE PROPER METHODOLOGY FOR DETERMINING THE
EXISTENCE OF "NEGATIVE AVOIDED COSTS*?

The determination of "negative avoilded costs® in the
context of section 292.304(f) should be viewed as a two-
Btep process. The first step 13 esgsentially a
pre-condition to the utility’'s calculatior. of avoided
costg. It recognizes that prior to evaluating the
existence of "negative avoided costs," the base line
configuration of the utility’'s system operations must
reflect the full effect of the efforts the utility nhas

or, as discussed above, should have taken to mitigate the
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need for curtailment.

As discussed earlier in my testimony, it is clear
that the FERC intended section 292.304(f) to relieve
utilitiea of their obligation to purchase QF power only
under very limited circumstances. It follows that the
method of determining the existence of "negative avoided
costs" must be consistent with the limited nature of
section 292.304(f). In order to achieve this
consistency, the calculation of the utilicy’s avoided
costs must be made in the normative conditions of what
the utility should have done to operate its sydtem
congistent with its obligations under PURPA and the
regulations implemented thereunder. Under any other
conditions, the determination of the existence of
"negative avoided costs" in the context of section
292.304 (f) would be meaningless.

For example, it would be unreasonable to allow FPC
to ignore its obligations to mitigate and then conclude
the existence of '"negative avoided costs” based on the
resulting adverse operational conditions that it had
brought upon itself. In fact, failing to measure avoided
costs under normative conditions could encourage FPC to
inappropriately operate and commit its system in order to
effectively achieve contract rights in the Negotiated

Contracts that it had failed to negotiate or piy for.
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Clearly, neither PURPA, the FERC's re-culations nor this
Commisaion‘’s rules contemplate such a result.

WHAT WOULD BE AN EXAMPLE OF THE KIND OF ADJUSTMENTS THAT
FPC WOULD BE REQUIRED TO MAKE IN ORDER TO REFLECT THE
NORMATIVE CONDITIONS REQUIRED TO ACCURATELY MEASURE
AVOIDED CO8TS?

A simple example would be with respect to sales by FPC on
the Energy Broker. Assume FPC had made nc sales during
a curtatlment period because it failed to properly price
their excess generatiorn on the Energy Broker at a
competitive rate. 1In this situation, the calculation of
avoided costs should be adjusted to reflect the level of
sales that could have been achieved had FPC taken the
proper mitigation efforts as discussed above and priced
the economy power at a market-clearing price. Similar
adjuatments would be required with respect to each of the
other mitigation efforts that I discussed earlier.

WHAT IS8 THE EECOND STEP IN THE PROCESS POR DETERMINING
TEE EXISTENCE OF *NEGATIVE AVOIDED COSTB8%?

The second step involves defining the period of time over
which the avoided costs analysis will take place and the
proper cost information which will be used consistent
with such time frame.

WHAT I8 THE APPROPRIATE TIME FRAME FQOR CONDUCTING SUCH AN

AVQIDED COSTS ANALYSIS?
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The time frame should be consistent with the context
within which the utility is taking its actions. That is,
the with and without avoided costs comparison should be
over a period long enough to capture the full impacts of
the potential perturbation of a curtailment, as well as
the potent’al range of pertinent mitigation impacts.

AS AN EMPIRICAL MATTER, WHAT WOULD BE THE APPROPRIATE
TIME FRAME POR CALCULATING PPC’'S AVOIDED COBTE DURING A
POTENTIAL CURTAILMENT PERIOD?

All the information furnished in this proceeding suggests
that a time frame of not less than a week is appropriate
for purposes of FPC's avoided cost calculations. This is
supported by FPPC‘s own comments regarding operational
planning and unit commitment and explained further by Mr,
Slater in his testimony.

WHY DO YOU BTATE THAT THR COSBTS CONSIDERED MUST ALSO BE
CONSISTENT WITH THE EVALUATION TIME FRAME?

This is a logical requirement of any costing analysis.
That is, the costs considered should only be those
incurred that are directly related to the events under
analysis. For example, it makes noc sense to consider
long term life cycle costs in the context of an event
that only lasts hours or weeks.

HAS PPC USED THE APPROPRIATE TIME PRAME AND ASSOCIATED

CO8TE IN IT8 AVOIDED COSTS CALCULATIONS?
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No. The studies sponsored by Mr. Southwick all use much
too short a time frame, and oniy consider the period
associated with the cycle response time of a curtailed
utility unit, rather than the longer one week period of
time which the utility considers in making its own unit
commitment and sales decisions.

In addition, FPC has included costs in its
calculation of aveoided costs which span much toco long a
pericd of time. The costs identified by Mr. Lefton

represent Jong term life cycle expenses that may be

associated with the continued cycling of a plant over the

remainder of its useful 1life. They do not reflect
marginal operational costs consistent with the ghorter

time frame used by either Mr. Southwick or Mr. Slater.
If Mr. Lefton’'s costs were to be sustained as reliable,
the only appropriate avoided cost analysis that would
include such costs would be one that considered the
avoided cost savings from the Cogens over the full
lifetime of their contracts, a period consistent with the
time frame of the measurement of Mr. Lefton‘s costs.
Virtually by definition auch a time frame would never
result in "negative avoided costa" because the game time
frame would have been considered in the determination
that the contracts are cost effective compared to the

utility’s expansion plan.

53



10

11

12

13

14

15

1s

17

18

19

20

21

22

23

24

25

HAS OCL REVISED THE AVOIDED COST CALCULATIONS CONDUCTED
BY FPC TO PROPERLY REPLECT THIS TWO STEP PROCESS?

Yes. Mr. Slater has critigued FPC’'s avoided cost
calculations and discussed both the necessary mitigation
efforts and the correct time frame and associated costs
for such analysis. Mr. Slater concludes that no
"negative aveoided costs" exist during the low load
periods where FPC has declared curtailments if the
analysis period {even absent mitigation) is extended to
include a period of less than two days.

DOE8 THAT CONCLUDE YOUR TESTIMONY?

Yes.
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Carnegie-Mellon University, Pittaburgh, PA
Graduate School of Industrial Administration
Ph.D., Industrial Administratiom, 1975
MSIA Industrial Administration, 1972
Doctoral research in the development of new non-
parametric multivariate techniques for dats analy-
ais, with applications in business, marketing and
finance.
Swarthmore College, Swarthmore, PA
A.B., Physics, 1970
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15881 - Independent Consultant

Present 9113 Burning Tree Road
Bethesda, MD
Providing management and economic coneulting ser-
vices in natural resgource-related industries, pri-
marily electric and natural gas utilities.

1979-81 Hagler, Bailly & Company
2301 M Street, N.W.
Washington, DC
Principal and founding partner of the firm; direc-
tor of elactric utility practice area. The firm
conducts economic, financial, and technical man-
agement consulting analyses in the natural re-
souxrce area.

1976-79 Regource Planning Associates, Inc.

1901 L Street, N.W.
Washingteon, DC

Principal of the firm; management consultant on
rasource problems, director of the Washington,
D.C. utility practice. Direct supervisor of ap-
proximately 20 people.
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1973-~76 Inatitute for Defense Analysis
Profesaional staff
400 Army-Navy Drive
Arlington, VA

Member of 25 person doctoral level research ataff
conducting economic and operations research anal-
yses of military and resource problems.

RELEVANT EXPERIENCE:

1954 American Arbitration Asscociation, Case No. 1ll-
¥198-00352-94. Analysee related to contract pro-
visions for milestones and commercial operation
date and associated termination and damages relat-
ed to the construction of a non-utility generator
("RUG"®) facilicy.

Florida Public Service Commission, Docket No.
$41101-EQ. Analyses of the proper procedures for
the determination and measurement cf the need to
curtail purchases from qualifying facilities.

New York Public Service Commission, Case No, 93-E-
0272. Testimony regarding Public Utility Regu-
latory Policy Act of 1978 ("PURPA") policy consid-
arations and the status of services provided to
the generation and consuming elements of a quali-
fying facility.

Circuit Court for thes City of Richmond, Case No.
LW 730-4. Analyses of the historic avoided coets
of Virginia Power, related procedures and fixed
fual transportation rate design.

New York Public Service Commission, Case No. 33-B-
0958. Arnalyses of stand-by, supplementary and
maintenance rates of Niagara Mohawk Power Corpora-
tion for gqualifying facilities

New York Public Service Commission, Case No. 94-E-
0098. Analyses of cost of service and rate design
of Niagara Mohawk Power Corporation.

American Arbitration Association, Case No. 55-198-
0198-93. Arbitrator in contract dispute regarding
the commercial operation date of a qualifying
small power production facility.
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United States District Court, Southern District of
New York, Case No. 92 Civ. 5755. Analyses of con-
tract provisions and associated commercial terms
and conditions of power purchase agreementa be-

tween an independent power producer and Orange and
Rockland Utilities.

Virginia State Corporation Commission, Case No.
PUE920041. Testimony related to the appropriate
evialuation of historic avoided costs in Virginia
and the inclusion of gross receipt taxes.

Federal Energy Regulatory Commission. Docket No.
ER93-323-000. Evaluations and analyses related to
the financial and regqulatory status of a
cogeneration facility.

Federal Energy Regulatory Commission, Docket Nos.
EL93-45-000 and QF83-248-002., Analyses related to
the qualifying status of a cogeneration facility.

Circuit Court of the Eleventh Judicial Circuit,
Dade County, Florida, Case No. 92-08605-CA-06.
Analysep related tc compliance with electric and
thermal energy purchase agreements. Damage analy-
ges and teatimony.

New Jersey Board of Regulatory Comwmissionsrs,
Docket No. EM $1010067. Tesetimony regarding the
revised GPU/Duquesne Light Company 500 MW power
sales agreement and assoclated transmission line.

North Carclina Utilities Commission, Docket No. E-
100 Sudb 67. Testimony in the consideration of
rate making standards pursuant to Section 712 of
the Energy Policy Act of 1992 ("EPA") .

New York Public Sarvice Commission, Case Nos. 88-
E-081 and 92-E-0814. Testimony regarding appzxo-
priate procedurea for the determinacion of che
need for curtailment of qualifying facilitiese and
associated proper production cost modeling and
measuremnent .

Pennsylvania Public Utility Commission, Docket No.
A-110300£051. Testimony regarding the prudence of
the revised GPU/Duqueane Light Company S00 MW
power sales agreement and associated transmission
line.

Pennsylvania Public Service Commission, Docket
Nos. P-B870235, €-9%13318, P-910515 and C-913764.
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Testimony regarxrding the calculation of avoided
costs for GPU/Penelec.

Maryland Public Service Commiassion, Case Nos. 8413
and 83¢6. Testimony on the appropriate avoided
coats for PEPCO, and appropriate procedures for
contract negotiation.

New Jersey Board of Regulatory Commissioners,
Docket Noc. EM-91010067. Testimony regarding the
planned purchase of 500 MW by GPU from Duquesane
Light Company.

Wisconsin Public Service Commission, Docket No.

05-EP-6. State Advance Plan. Testimony on the

calculation of avoided costs and the structuring
of payments to qualifying facilities.

Virginia State Corporation Commission, Case No.
PUE910033. Testimony on class rate of return and
rate design for delivery point service.

Virginia State Corporatiocn Commission, Case No.
PUES10048. Testimony on proper data and modeling
procedures to be used in the evaluation of the
annual Virginia Power fuel factor.

Virginla State Corporation Commiesion, Case No.
PUE910035. Evaluation of the differential revenue

requirements method for the calculation of avoided
costs.

Maryland Public Service Commigsion, Case No. 8241
Phase II. Testimcny related to the proper deter-
mination of avoided costs for Baltimore Gas and
Electric.

Maryland Public Service Commission, Case No, 8315.
Evaluation of the system expansion planning meth-
odolegy and the associated impacts on marginal
costs and rate design.

california Public Utility Commission, Application
No. 90-12-064. Analyses related to the contrac-
tual obligations between San Diego Gas and Elec-
tric and a proposed qualifying facility.

Montana Public Service Commission, Docket No.
90.1.1. Testimony and analyses related to natural
gas transportation, services and rates.
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Virginia State Corporation Commiesion, Case No.
PUE8950075. Testimony on the calculation of full
aveided costs via the differsntial revenue re-
quirements methodology.

District of Columbia Public Sexrvice Commission,
Formal Tase 834 Phase II. Analyses and develop-
ment of demand side management programs and least
cost planning for Washington Gas Light.

Vizginia State Corporation Commigeion, Case No.
PUE8BS0076. Analyses related to administratively
get avoided costs. Determination of optimal ex-
pansion plans for Virginia PFowar.

Virginia State Corporation Commiseion, Case No.
PFUES00052. Analysmes supporting arbitration of a
power purchase agreement with Virginia Power.
Determination of expansion plan and avoided costs.

Maryland Public Service Commiseion, Case No. 8251.
Analyses of system expansion planning models and
marginal cost rate design for PEPCO.

Vizrginia State Corporation Commiseion, Case No.
PUESC00S4. Evaluation of fuel factor application
and short term aveoided costs.

Federal Energy Regulatory Commission, Docket Nos.
EC90-10-000, ER90-143-000, ER90-144-000, ER90-14S5-
000 and EL90-9-000. Analyses of the implications
of Northeast Utilities Service Company and Public
Service Company of New Hazpshire merger on elec-

tric supply and pricing.

Maryland Public Service Commission. Contract with
Advanced Power Syerems, Inc. and PEPCO.

Puerto Rico EBlectric Power Authority ("PREPA"),
Office of the Governor of Puerto Rico. Indepen-
dent evaluation for PREPA of avoided costs and the
evaluation of competing qualifying facilities.

virginia State Corporaticn Commission, Case No.
FUE890041. Testimony on the proper determination
of avoided costs with respect to Old Dominion
Blectric Coopsrativa.

Oklahoma Corporation Commigsion, Case No. PUD-
000566. Analyses rslated to system planning and
calculation of avoided cosets for Public Service cf
Oklahoma.
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Virginia State Corpeoration Commigsion, Case No.
PUEBS0007. Testimony relating to the proper de-
termination of aveoided costs to the certification
evaluation of new generation facilities.

Federal Energy Regulatory Commission, Docket No.
RP8S-50. Analyses of the gae transportation
rates, terms and conditions £iled by Florida Gas
Transmission.

Circuit Court of the Fifth Judicial Circuit, Dade
County, Florida, Case No. 88-48187. Analyses
related to compliance with electric and thermal
energy purchase agreements.

Florida Public Service Commiesion, Docket No.
880004-EU. Analysis of state wide expansion plan-
ning procedures and aseociated avoided unit.

1988 virginia State Corporation Commission, Case No.
PUR870081. Testimony on the implementation of the
differential revenue requirements of avoided cost
methodology recommended by the Virginia state
Corporation Commission Task Force.

Virginia State Corporation Commission, Case No.
PUZB80014. Testimony on the deaign and level of
standby, maintensnce and supplemental power ratews
for qualifying facilitlies.

virginia State Corporaticn Cormission, Case No.
PUESS036. Testimony on the natural gas transpor-
‘tation rate design and service provisions.

Montara Public Service Commission, Docket No.
67.8.38. Testimony on Natural Gas Transmission
Rate Design and Service Provisions.

Oklahoma Corporation Commission, Cause Pud. No.
00345. Testimony on estimation and levael of avoid-
ed cost payments for qualifying facilities.

Florida Public Service Commission, Docket No.
8700157-2X. Testimony on the methodology for
establishing non-firm load service levels.

Arizona Corporation Commission, Docket No. U-1551-
86-300. Anslysis of cost-of-service studies and
ralated terms and conditions for material gas
transportation rates.




+PSC Docket No 941101-EQ

OCL/Paco Witness SHANKER
Exhibit No (RS-}
Page 7 of 10

1987 Virginia State Corporation Commisaion. Case No.
PUEB70028. Analysis of Virginia Power fuel factor
application and relationship to avoided costs.

District of Columbia Public Service Commiasion,
Formal Case No. 834, Phase II. Analysis of the
theory and empirical basis for astablishing cost

effectiveness of natural gas conservation pro-
grims.

Virginia Stace Corporation Commission, Case No.
PUEBG0OS8. Testimony on the relationship of small
power producers and cogenerators to the need for
power and new generation facilities.

Virginia State Corporation Commission, Case No.
PUEB70025. Testimony addressing the prcper design
of rates for stand-by, maintenance and supplement
power sales to cogenerators.

Florida Public Service Commimssion, Docket No.
860004-EU. Testimony in the 1986 annual planning

hearing on proper system expansion planning proce-
dures.

1986 Florida Public Service Commissiocn, Docket No.
860001 EI-E. Testimony on the proper msthodology
for the estimation of avoided O&M cosats.

Florida Public Service Commission, Docket Ro.
860786-EI. Testimony on the proper economic anal-
ysis for the evaluation of self-service wheeling.

United States Bankruptcy Court, District of Ohio.
Testimony on capabilities to develop and operate
wood-fired qualifying facility.

New Hampshire Public Utility Commiesion, Docket
No. DR-B86-41. Testimony on pricing and contract
terms for power purchase agreement between utility
and qualifying facilities,

Florida Public Service Commission, Docket No.
850673-EU. Testimony on generic issues related to
the design of stand-by rates for qualifying facil-
ities.

virginia State Corporation Commission, Case No.
860024. Generic hearing on natural gaa transporta-
tion rate design and tariff terms and conditions.
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Virginia State Corporation Commission, Case No.
850052. Testimony on natural gas transportiation
rate design and tariff terms and conditions.

Boaneville Power Administration, Case No. VIBé6.
Testimony on the proposed Variable Industrial
Power Rate for Aluminum Smelters.

Virginia State Corporation Commission, Cage No.
PUEE60011. Testimony on the proper ex post facto

valuation of avoided power costs for qualifying
facilities.

Florida Public Service Comnission, Docket No.
850004 EU. Testimony on proper analytic proce-
dures for developing a statewide generation expan-
gion plan and amsociated avoided unit.

Virginia State Corporation Commission, Docket No.
85-0036. Teatimony and cost of service procedures

and rate design for natural gas transportatiocn
service.

Louisiana Public Service Commismion, Docket No. U-
16534. Testimony on proper cost of service proce-
dures and rate desgign for natural gas service.

Connecticut Public Utility Control Department,
Docket No. 85-08-08. Assist in the development of
testimony for industrial natural gas trapsporta-
tion rates.

Oklahoma Corporation Commission, Cause No. 29727.
Testimopy and system operaticns and the develop-
ment of avoided cost measurements as the basis for
rates to qualifying facilities.

Florida Public Service Commisaion, Docket No.
840399E0. Testimony on self-service wheeling and
business arrangements for qualifying facilities.

Vvirginia State Corporation Commisaion, General
Rate Application Wo. PUEB40071. Testimony on
proper rate design procedures and computations for
development of supplemental, maintenance and
standby service for cogenerators.

Virginia State Corporation Commission, Case dO.
PUEBSGC01l. Testimony on the proper use cf the
PROMOD model and associated procedures in setting
avoided cost energy rates for cogenerators.
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New York State Public Service Commission, Case No.
28962. Davelopment of the use of multi-area
PROMOD models to estimate avoided energy costs for
5ix private utilities in New York State.

Vermont Public Service Department, Case No. 4933.

Testimony on proper assumptions, procedures and
analysis for the development of aveoided cost
rates.

Virginia State Corporation Commission, Case No.
POES40041. Testimony on class cost-of-service
procedures, class rate of return and rate design.

Bonneville Power Administration 1985 Wholesale
Rate Proceedings, Analysis of Power 1985 Rate
Directives. Testimony on theory and implementa-
tion of marginal cost rate desigm.

virginia State Corporation Commission, Application
to Revise Rate Schedule 19 -- Power Purchases from
Cogeneration and Small Power Production Qualifying
Pacilities, Case No. PUE830067. Testimony on
proper PROMOD modeling procedures for power pur-
chases and properties of PROMOD model.

Virginia State Corporation Commission, Case No.
PUEB40041. Testimony on claass cost-of-gervice
procedures, class rate of return and rate design.

Bonneville Power Administration 1985 Wholesale
Rate Proceedings, Analysis of Power 1985 Rate
Directivea. Testimony on the theory and implemen-
tation of marginal cost rate design, financial
performance of Bonneville Power Administration;
interactions between rate design, demand, aystem
expaneion and operaticn.

Virginia State Corporation Commission, Case No.
PUEB30040. Testimony on class coat-of-service
procedures, class rate of return and rate deaign.

Vermont Public Service Department, Case No. 4804.
Testimony on proper use and application of produc-
tion costing analyses to the estimation of avolded
costs.

Bonneville Power Administration Wholesale Rate
Proceedings. Testimony con the theory and imple-
mentation of marginal cost rate design; financial
performance of Bonneville Power Administration;
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interactions between rate design, demand, system
expansion and operation.

Idaao Corporation Commission, Docket No. PUC-U-
1006-165. Analysis of system planning/production
costing model play of hydro regulation and asgoci-
ated energy costs,

10
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PUBLIC UTILITY REGULATORY POLICIES ACT

Ocroses 10, 1875.—Ordered to be printed

Mr. Stracsers, from the committee of conference,
submitted the follosing

CONFERENCE REPORT

(To accorupany B.R. 4018]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the House to the amendment of the Senate
to the bill (H.R. 4018) entitled “An Act to suspend until the close of
June 80. 1980, the duty on certain doxorubicin hvdrochloride anti-
bioties”, having met, after full and free conferance, have to rec-
ommend and do recommend to their respective Houses as follows:

That the Senate recede from its disagreement to the amendment of
the House to the amendment of the Senate to the text of the bill and
ngree to the same srith an amendment as follows:

In lien of the matter proposed to be inserted by the House amend-
ment insort the following:

SECTION I SHORT TITLE AND TABLE OF CONTENTS.

{a) Seorr Tirre.—This Act may be cited as the “Public Dtility
Regulatory Policies Act of 19787,

(b} Tasrr or Conrenrs.—

8ee. 1. Bhort iitle and tatle of contents.
Sec. 2. Pingings.

Bev. 8. Definitions,

8ea, 4. RelationsBip to entitrust lasws,

TITLE /—RETAIL REGULATORY POLICIES FOR ELECTRIU UTILITIES

Sudtitle A—General Frovisions
ec. J01. Purposel.

Jee. 102. Cnverage.
8ee. 108. Federal contracis,

Sudtitie B~~-Standsrds jor Blecirio UtGitiss

Sec. 111. Consldrrglion and deierminalion respesting certain  ralemaking
standards,

8ee, 118. Gbligations to consider and determine.
Sec. 113. Adoption of certain standards.

34524
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE
OF CONFERENCE

The managers on the part of the House and Senate at the conference
on the dis ing votes of the two Houses on the amendment of the
House to the amendment of the Senate to the bill (H.R. 4018) en-
titled “An Act to suspend until the close of June 30, 1980, the duty
on certain doxerubicin hydrochioride antibiotics” submit the following
joint statement to the House and Senstz in explanation of the effect
of the action agreed upon by the managers and recommended in the
acompanying conference report:

The Senste amendment to the text of the House bill (H.R. 4018)
struck out all of the bill after the entctigg clause and inserted » sub-
stitute text which contained two titles. Title I (the ““Public Utilities
Regulatory Polices Act of 1677") contsined the taxt of S. 2114, as
amended by the Senate. Title IT was identical. except for clerical and
conforming changes, to part V (Public Utility Regulatory Policies)
of title T of H.R. 8144, as passed by the House.

The House amendment to the Senate smendment struck out the
text of the Senste amendment and substituted the text of title I of
H.R. 8444 as passed by tke House.

The Senste recedes (rom it3 disagrecment to the amendment of the
House with an amendment which 1s a substitute for both the Senate
smendment and the House amendment. The differences between the
Senste smendment, the Houss smendment, and the substitute agreed
}o n oonécirance n.rodnoud below,bexcept. for clerical ﬁdmb?ig; con-
orming changes made agreements resc con-
ferees, and minor drafting and c{an); changes.

Since the Senate and House amendments both substituted new
texts for the House bill, H.R. 4018 (which was unrelated to electric
and gas utility matters when it or'giml]y passed the House), references
in the explanstion below to ‘‘the Xouse bill"” are not intended to serve
as references to H.R. 4018 as ongmn.lly med by the House but as
references to Part V of title I of H.R. as passed by the House,
Similarly, since the Senate amendment contained both the texts of
8. 2114 a8 amended by the Senste and the text of Part V of title I of
H.R. 8444, as passed by the House, references to the Senate amend-
ment in the explanation below are intended to serve as references to
S. 2114 as passed by the Senate, _

No sction was taken by the conferess with respect to that portion
(title II) of the Senate amendment which contained the text of Part
V of title I of H.R. 8444 or with respect to that portion of the House
;Imﬁxdment to the Senate amendment as contained in other titles of

R, 8444,

House bill

The House bill contained grovisiong designed to encourage
the conservation of rescurces by electric utiiities and to cerry

{63)
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Section 209. Reliability

The purpose of this section is to require the Secretarr of Eneray
to study ways to improve the reliability of service to clectrical enn.
sumers, to outhorize the Secretars to request appropriate persons to
exsmine and report to him on reliability issues. to authorize the Seere-
tary to recommend to the electric utility industry standards for re-
liability, and to require that the Secrctary. in his annual report. malke
recommendations concerning reliability ‘of service to electrical con-
sumers,

Section 210. Cogeneration and small power production

Section 210, 85 agreed to by the conferees, is a compromise of the
House and Senate positions on cogeneration and small power produc-
tion. In licu of the Senste guideline nf)proach, this section requires
that States and utilities follow rules which the Federal Energy Rog-
ulatory Commission is to prescribe within one ycar after the date of
ensctment of this legislation.

Subsection (a) of this section states that the rules the Commission
is required to prescribe under this section require electric utilities to
offer to sell electric energy to qualifying cogeneration facilities and
qualifring small power production” facilities and require electric
utilities to offer to Purchase electric energy from these facilities

Subsection (a) also contains procedural requirements with respect
to the hearings to he conducted prior to final promulgation of the rules
and limits the asthority of the Commission to aunthorize in these rules
ooigenémtion facilities or small poter production facilities to make sny
eale for purposes other than resale. The conferees do nat intend that
this limitation on the Commission's anthority will limit the States
from allowing such sales to take place. The cogenerator or small
powerh producer may be permitted to make retail sales pursuant to
State law,

Subsection (b) of this section deals with the requirements that the
Congress places on the Federal Energy Regulatory Commission in
prescribing the rules under subsection (a}. These rules shall insure
that, in_requiring any electric utility to offer to purchase electric
energy from any qualified cogenerator or qualified small power pro-
ducer, the rntes for this type of purchase are to be just and reasonable
to the electric consumers of the utility, in the Hub ic interest, and are
not to diseriminate against cogenerators or sma power producers, The
conferees intend that the phrase “just and reasonable to the electric
consumers of the utility” be interpreted in & manner which looks to
protecting the interests of the electric consumer in receiving electric
energy at equitable rates. It ia not the intention of the conferees that
cogenerntors and small power producers become subject, by virtue of
this language, and the rules promulgnted under this section. to the
type of ezamination that is traditionally given to eleetric utility rate
epplications to determine what is the just and reasonable rate that
they should receive for their electric power. The conferees recognize
that eagenerators and small power producers are different from elec-
tric ntilities, not beiny guaranteed & rate of return on their activitics
generally or on the activities vis o vis the sale of power to the utility

- D—TVBenT
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and whose risk in proceeding fortward in the cogeneration or srall
power production enterprise is not fusranteed to be recoverable.

The conferces wish to make clear that cogeneration is to be en-
couraged under this section and therefcre the examination of the
level of rates which should apply to the purchase by the utility of
the cogenerator’s or small power producer’'s power should not be
burdened by the same examination as are utility rate applications,
but rather in a less burdensome manner. The esiablishment of utility
type regulation over them would act as a significant disincentive 10
firms interested in cogenerntion and small porer production.

This subsection further states that the utility would not be re-
quired to purchase electric energy from o qualifying cogencration
or small power production facility at a rate which cxceeds the lower
of the rate described nbove. namely a rate which is ji:st and reason-
able to consumers of the utility, in the public interest. and non.
discriminatory, or the iucrementsl cost of slternate electric energy.
This limitation on the .ates which may be required in purchaung
from s corenerator or small power producer is meant to act as an
upper limjit an the price at which utilit'es can be required under
this secticn tu purchase electric energy. The conferees do not intend
cogenerators or small power producers to be subject, under the com-
mI185,0n's riles, to utility-type regulation, .

Subsection (c) deals with the requirements with respect to sales
by utilities to cogenerntors and small Yower producers and requires
that these rates be just and reasonoble and in the public interest
and do not discriminate against cogenerators or small power pro-
ducers. Hera the phrase “just nnd rensonable” is intended to refer to
traditional utility mtemn{dnz concepts, The conferees do not intend
that the cogenerator or small power producer pay any more or any
less than is otherwise just and reasonable in terms of the utility
receiving the reasonable rate of return for providing service to thoss
kinds of ugers. However. unreasonable rate structnre impediments,
such as unreasonable hook up charges or other discriminatory prac-
tices. would not be nllowed.

The conferecs use the phmse “not discriminate against cogeners-
tors or smell power producers” because they were concerned that
the electric utility’s obligations to purchase and sell under this provi-
gion might be circumvented by the charging of unjust and non-cost
based rates for power solely to discournge cogenerntion or small
power production. This phrase should not e construed to permit
discrimination ngainst the clectric consumers of an electric utility
in formulating rates under this provision. The provisions of this
section are not intended to require the rate payers of o utility to
subsidize cogenerators or small power producers.

Subsection (d) deals with the definition of the term “incremental
cost of niternntive electric energy™ as used in the last sentence of sub-
section (h). Thia term is defined ns the cost to the electrie ntility of
the electrie energy which. but for the purchase from such cozencrator
or small power producer. such ntility would generate or purchase from
another ronree, In interpreting the term “incremental cost of nlterna-
tive enerey”, the cnnferces expect that the Commission and the States
may look hevond the cost of alternative sources which are instanta-
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neously available to the utility. Rather. the Commi-sion and S:ates
should look to the rehiability of that power to the utility and the cost
savings to the utiliry which may result at some Inter date by reazon of
Bupll)ly to the utiliry at that time of power from the cogencratar or
small power producer: for example. an elecrric utidity which owne o
source of hydroelectric power and which is offered the eale of clectric
energy from a cogenerator or smnl power producer miight. if measured
over the short terni. have a low incremental cost of alternative power
because of its access to hydropower: however. it may be the case that by
ﬁurthumg from the cogenerator or small power producer and saving

dropower for later use. the utility can nvoid the use of expensive
electric energy generated by fosesil fired units during later months of
its seasonal generation cycle. Thus, viewed over the longer period of
time, the incremental cost of alternative electric eneryy might be sub-
is:.a‘ril:ioally higher than that measured by the instantuneously available

wer.

J‘In pr%riding that the 30-80 megmwatt clase of small power produc-
tion facilities may not be exempt from the Federal Power Act under
subsection (e). the conferees intended that where such facilities are
subject to Federal Power Act jurisdiction. the Commission must set
the rates for the sale of power by such facilities in accordance with the
regﬁi:ements of this section. e

conferees expect that the Commission, in judging whether the
electric Bower supplied by ths nerator or sm gower producer
will rep tt:} ff'ututﬁe p&v;;r Iihlch L uuht;_vtwoulgi 3: erwise have to
erate i either throug’ exutmf ca y or additions to capacity
g:npurchnse from other sources, wil uﬁe“ilnto account the reliability
of the power supplied by the cogenerator or small power producer
by reason of any y enforcible obligation of such cogenerator or
amall power producer to supply firm power to the utility.

Section £11. Interlocking directorates

This section amends section 805 of the Federsl Power Act, by
edding s new subsection. The conferees agreed to adopt with some
revisions the disclosure provisions contained in the House bill. The
provisions in the House bill suthorizing the Commission to prohibit
an officer or director of a public utility from holding other positions
were not adopted. The Senats amendments contained no comparable

TOV1EIOn.
P In paragraph (2) (D) of this new subsection, the conferees intend
that the 20 purchasers of electric energy be measured in terms of
electric energy bought from the utility. .

The definition of the word “controlled” in parngraph (2) (F) of
new subsection {¢) is, the conferees intend. to be defined by the Com-
mission. The conferees were reluctant t~ establish a single arbitrary

reentage of stock ownership as the yardstick for measuring control.
Renther. it is anticipated that after approprizte consideration, the

Commission will arrive at a definition that takes into account the nature
and extent of control of one firm by another.

Section £18. Public participation before Federal Energy Regulatory
Commission

The House bill contained a nrovision creating an Office of Public
Counsel and provided that the Director of the Office would administer
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metit in those comments which

generste alecticity. As soled
previgusly. the isserconnection costs of
a facility which is already
iotercomaected with te utility for
of sales are iimited 4o any
incurred

provided to

potential harsssment by utilities in the
form of unneceeaary safety
equipment. As ahove, by
State regulatory suthorities (wilh
rexpect 10 elactic utllities over which
they have ratymaking authority) and
nomrwgulated electric utilitiss bave the
responaibility and authority to ensure
thai the interconnection requirements
are reascnsbls, and it associated
cusis are legitimately tocurred.

Par quallfying facilities with a design
capacity of 100 kW or less, the
Comrmisaion noted that interconnecticn
costs could b sssessed on & class basts,
and the standard retes for purchasas
esusblishad for casses of facilities of
this strs pursgant {0 § 202.304(c}(1)
might ta thess costs. State
regaistory auiborities {with rexpect to
alectric uiilities ovar which thay have
rat svthority} or nonregulated
electric utilities may alsq detertine
interconnsciion costs for qualifying
facilities with & design capacity of more
than 100 kW on sither a avarage of
individusl basie

Numerogs comisments ralsed the point
that the proposed ruls did nol address
the manner in which slsctric utilities
would be relmbursad. Potentisl owners
and devaiopers of qualifying facilities
recommazdad that the costs be
amoriized qn a reasanable basis.
becauss paying a Lerge lump sum
T = e g e
obs o ectric utilities
generally prdm’?y"ml up fronl
although seversl commentars indicated
thet amortization might ba scoeptsble
for credit-worthy facilities, The

coasider assigroment of uncollected
intercoanection cosis 1o e class {oy
which the rais is sstablished.

§ 282307 Sjstem emergencies.
Paragee provides that. sxcepi as
wuﬂ-ﬂﬁﬂdh
aderal Powsr Act, a0 quslifyiag facility

shall be 0 amgy &
capacity to the elactric utility daring as
«mergency

faciiity's abiiity to provide power (o the
tam ROC-eWMETRUECY Periods
m-ddmﬂ:hmawutol
interconnacted operation and a resultant
discoursgemest of cogsneration and
emall powsr preduction. The

Commission therefors 1hat the

prpoven. end th
oi ]
provids 10 megawaita of
capscity to the purchasing utility. Dwing
emaTgency. the tor must

provide the 30 'waltta contracted for
to the aylity: i1 need not dizrupl (is
industria] processes by sopplying its full
capability of 30 megawatts. Of coursa, U
it should 30 desire, s cogeneratoy could
agree Lo supply the full 30

ceparity should incresss otility
systea ealiability, and abould be
accounted {or in the otility’s rates {or

shedding program-=—i.e_ an Lbr satme
baals thet other cusiomers of & similar
clsss with similar loed charscienstics
ore twated with regard 10 interrupuon o

eervice.

Crudit lor capacity (as noted tn
[ ] a2 v)) will alsc Lake into
accoant the sbility of the gnllf,vlns
{acility to swparate its load and
gesaration during system smergencies
However, the qualifying facility may
well be eligible {or some capacity credn
aven L it cannot separste Its losd and
generation.

§ 282308 Standards for operoting
reliability.

Bection 219(a) of PAJRPA siates Lhat
the rules requiring electric utilitles 10
buy from and sell to qualifying facilities
aball inclade provisions
minisum reliability of
faciliies {including rellability of such
Incllitien during ws) und ruley
respecting reliability of slectric otllities

The Commission

during emergencies.
mm:umm‘zdmmm
for through

facilitien cas be accomn
pricy; namaly, the lesa reliable o

w'hﬂwwh.hknh
be entitled to recuive lor
purchasas .

standards relating to
the ty in the sense of tha ability
aof qualifying facilities to provide energy
or capacity,

Thes Commission has determined that
salety equiptoant sxists which can
e mt:mmnmm éhduu?n do oo!
snetgize wtility uring utility
cutagss. This section accordingly
providses (hat ssch Slals ary
suthority or nomregulated atility
may establish standards for
inserconnecisd oparstion betwesn
alectric utilitivs and qualifying [acilities.
Ttess standards may be recommended
by any utllity. any qualifying lacility, or

any other parson. Thase standards must
be sccampanied by 8 statemant -how’
the need &r the standard ca the basls o
syatam safety and operating
requiremants.
Subpart D—Implamentation
Summory of this Subpart

Rules in thia subpart are inlendad to

carry out the responsibllity of the

Commission believes that the mannerof  purchases from the tar. Commi|saion Lo encourags tot
reimbursements {which msy Paragraph (b} that an electric  and small powsz production
amortization over 8 reasonabls period of  wtility may discontinue purchases from e clarilying the nature of the tion to
time} is best left to the State regulstory..  qualifying facility during & eystem implement the Commission's under
suthorities and nonregulsted ctilienla:  emergensy if would . »oection 210,

the delerminstioa of any standard ratests contribuse to the smergency. In addition, .  These rules afford Ue Siate regulstory
far purchases pursuash i o forduring sgeten a qualifying . . awihosilias and

§ 282.304{c){I}
sowse _‘

; amergencies,
{818 SPDTOYIR- o140 Jocility qpmet be trested an a
tion., *lan nondiscrimins!

wory besis [o any load

nonregulated
-z Wtikites gual lotimde in dstermining the
= onamweof implementation of the

-—— .
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. further busiomss? I not I!'; hoyrs. with 30 minules On eny
sod rested B :nmu - is closed. Amencment in the tecond cegree. and 20
mules 9N eny debatable motion. ap-
peal. or paint of crder
PUBLIC UTLIITES REGULATORY  ymr DOMENICI. 1 thank the Chau
POLICY ACT OF 19037 Mr JOHNSTON Mr Premdeni. 1 yiels
The PRESIDING OPFICER. Under mysell such Ums as I may cequire
are entiled to ths previcus order. the Senste will Dow Mr. Prexident, the NE}{« Uun&x:
for an admuinus- procesd o the coruideration of 8. 213¢  Requlatory Policy Afiof 1937 U the
cast e cOB- whuch the clerk will siate by tue. and last major poruon o! President Car-
10 jURSICERATY cosls. The leguiative clerk read es follows: 4r¢ propased Nsucnal Ensrg m&
A B (8. 3116] t6 suthorise Peseral action  ported by the Commities o0 Energy
aReeussge ERAUEY cemmrveticn. elclency. Natyral Reaources this BosMoD.
the Presl- AR ogMILANIL FRAM (8 PUBLC ULLITY JFAMS. 8. 701, providihg energy COnMTVAULH
lagisie Sensta proceed A s o gl 30, 10T,
ten 1o conalder the Dassed by Uie Senste on . I9TY;
bn?:mmmxw;dlmm l.m.mwmvmnmm
Committes on EDnergy end Natural basstd 0p Beptamber 0. 197
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B atator DUEDrs AT, Dave tha BTIY-  oernerars o e oty RSwver. i
Uege of the flooy during the dstats o
this measire.
Tne PREEIDING OFFICER. Without
objeciin, it is o erdered.
DOMINICL Mr. Praldent. will
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the finangial coRununity. and with the
increass i all and gas and coal conver-
son. thus wil) take off by e Thus wil

QFFICER. The
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Zenator 1 du not know whether 1 wil)
nd up supperung his unendment or nol.

but 1 might my | mally would object to

putting this kind of authority in as @

mandate. I sould support. If you would
atriks 18, 1 would support the language

that would indirate he extent of Lhis
power aince this b a policy of our Oov-

ernment {0 encourage Lhess. that we

uaamw

gt invoivad wu

y prejects that 40 nol werk.

pink elyphants, or whetsver you call

Ore tlschnial question® On page 11
low-Read you talk sboul the "commuakich shall would expect the Federal Power Com-

M“ mu. . mmm

utllity in- Wae either sctumulate an Inventory of

mmhm
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been
ank

there (& & dlalncentiva in the

M mtolov- hydre.
with the reluctancs of thegs or we DUl our money In and they

e bdanking community to bankrell 40 not SOTA. I just wantad the Senslors
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wunall hydropowsr projects; secomd. to  tion to it. and 1 would be heppy to se-

I5pe of generaticn of power. as well a3 astabliah conditions of aervice which re-

aablish physics] connection with all Mr. DURKIN. ] would Rave no objec-

take such StaDa AS 4I® DACERAMIY.” end Mmugon to see (o it that they are not

All the recent studies have shown that then you say “within its exisling suthor.
“aach utility within its junmdiction will w7 i Uying to gFt 6L

1tF 0 requre.” and then you enumerais

B
(here 5 tremendous potential. Once we
cah dermonsirate it (0 the utilities, dem-
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uxe paper. glaas. chemicals uny forw: Jurther facls i support ol

,,,uuf‘:nt pet-oleum. Agair. twoethirds
n(H6 ergy 1w wasied. Bu: cogenerat-
Lrnit €L oies use their waste steam to
e ﬂ"’m“,u clectricity—as lea than

-] .
$2.1he us nt 1 offer now sews this
Mone 4’:‘: ‘;‘,’ﬁ,ml courie for & better
@305 Cohus regard.

,,,-.c-"‘ 2 campraheniuve sered ol poliey

Fird are requared. with Pederal Trade
s#INte L on and Ennranmental Protec-
cxmt ey partwication. The gasl of
par A0 lvses 15 to propose within 2
o Foanee of alternalive courses of
637 %02 estavlishung a national waste

p ey .
nf";;f,&?mmnnm 1 onir & part
Ind(7 sl effOTL 10 recover wasis haal
2t $51 endment provides for an analyus
My $TCnly cogeneration. but alrc distrizt
".’ffg‘. nergy cascading. and tha con-
peE "ot tota) enargy aystams. Distriet

Lng Jets us use otherwiwr wasisd
ﬂ:m to heat homas and even farmland
AFipat Nelds ean Ba productive yeer-
¥ od Total eNNEY ey combine
;,,,mu.r secarate (nadustrial processes
wn ol 10 3queess OUt the total enesrys
oplue from fuel.

n olversight mechanlym I8
crated  Withun the  Dezarupent  of
gnerzy My amerdment would duess the
Sectetary 10 mAKe ARNU reports 10 Con-
gress o0 the progress of thy waste heat
recavery policy. including progasals W
\mprove {L.

. my amendmen: gives specific
swtutory  Buthority for the successor
agency the Energy Mesearch rnd Pas
velopment Adminbtration W commence
0 mienuve research. development, deme.
sastration.  and Iechnology  tranafer
program. Th2 firs; year authorization for
ne prozram i3 S8 millizn—this figure
gdve one-hundredins of 1 pereent of the
gnnual 1ATIngS {rom cogeneration alone
e decade

Tus amendmert has the full tuagort
o! industry snd envircumental EroUPY.
It has (he supzort of the Nauansl Rurn)
Eiectric Cosperalive Assoetation IL uS
supperied by the Governer of Tennesiw,
e 1lentifte cammymity. and even some
Suate regulatory commisrian metmbers
nationwide.

This amendrnest does nathing cem-
roversial. It studies weste Lieat recov-
ey et just tndustrisl slectricity gene
erauon. It provides ansywers fer us and
wil pive us & range af opuods from
rhich W choose [or enacting & natonal
waste heat recovery policy. And i pro-
vides {or an automatic overgight mech-
smusm to make sure that what w9 in-
wend 10 have happen doas. indeed, hap-
pen

Te speed yp the developrans and ap-
pbrauan of iNproved WAYE Lo UM WASIE
heat. the arsendment provides {or an
ciremely modest R. & 0. program,

Mr Premdent. I hope the Commiilee
s1l! zee ;W way clear to support this very
raghtiorvard amendment. One which
will nelp pave the way for s very sound
national poliey in the very nesr futurs
W heip recapiure some of thia country’s
needlessly wastad sneryy.

1 as& unamumous consent to have
pringed 1n the Rzcomp & statemnent sete

CXX!}—~—2C4n~Par 28

the amenemen:
There dbuing No ob)ELLION. the state-
ment twas ordered to be panted in the
Rzcons. &8 folloxs
STATTMEXT

Cogeneration deubies the usefuiness of
fur, A 824g¢ for the Fesers: Energr Admun-
ISW3On ¢onCludes DAL <@ Car eave 150
MIlaE Dasreip O Cil-eQuUitaIen: erem d8)
br IS 12 only ) IRSYIIO—SEPEr CRemI-
Cals shl petroleum—cogenesste Al 3l 9
barrel tha: equais » 8\ )ngy Of neeris 3
miLon @allars evets @AY, of over 810 pMhGA
07Ty year® Anz tbis Ui0 B2 o yemr Agve
1049 i3 10 reduced (ual OB 81000

Copruaraiion couwld cut tBe EDVIFOSIEAGIA
damage o cur present. WRNeIu! prastices
umanyely

Copmaration could allevisis the need Jor
30780 338:1,0048] putisar powsrplents L eaty
nal! el all the pew IDAUSITIAL NBAD-reip-
or3 comuny sn-line 18 the BNt ten YR Al
coprnarale siscineity, the Librery o/ Can-
TWs Al (hal WeNgh pawer wiyld W
produced 1 replaca e neet (er detween
10 and 14 GIBNT OEW OUCINAr POWETRIADIS.
TxpeTis ot Prineeion Univerwity «Tils thpt
COPenETation cab reduce BRDA S mrioyets Tov
nasged DULisRl! PESEY CaApACilY (A thy yuyr
2000 97 sxazily sme-balf.

The Cogensrsion Savga syr cagital re~
oursw A study by Dow Chesuical Company
3¢a163 LBAT 2OZ4NITEYION CAR CUL the higed Tov
new capiigl |Jrastmania (o AKX ¢leCUICIsy
ST 430ut B3 DIloA avery Yesr wn 1he aext
decade.

Cogeneration can BSve cuhsutnery mOngy
The same Dow Chemical study ooBsiudes
1hst CogenaTELon CAD Seve LOUMDBOY coB-
IUMIT a8 much & 630 billon svery yoar In
redused Uttty Wi,

Why dre ey copensneting b Bweden.
Deamirk and every othar Industriglized
eouztry exeepr lhe Tnlled Betes?

Piitewn yegrn ago. 15 percani of our slec.
PICHtY wWag rugeaeTatad Teday we are down
10 sbeut & paredat

Thw regsezas (ar tBis reduction fell (8%0 ¢
caLRgCTIAS:

nnt. ere Are tachanniogical bartigre
Coal-burning cogenarstars can producs only
2 QUATLET of the siecwric powwr ithat all- of
Raturel gaa burtiers Can IBAKS.

Tuare afe promising lutions to thi prob.
iem. howwrer,

Puldizad ol CAMIOSISrS DAYS Opstatad
succemfizliy 16 Kurope. ahd ¢%ep 1o thi
csunALey. These combPustors can buro coal or
ANy olber arganic malerial for {uel. virtually
poliution free. Connatt ¢ AUIAINE Dod 0 2
COERMMTAUAD ¢THLEl. and Fou Mmalch the siee-
tncel production af s ofl-surner

1s there any widsspread sfart w apply the
Aultired bell COACPPT O DUAE DSt YCTV-
7t Xo. 002 1A WIS couBuT

The arudcially low price of shaTgY means
WMt 1t 18 (St Proftable 107 LDAUNITY L0 @«
cS10p WAEE DAL TetOYerY sysms. [t will be
profiiable 8 & fuw yyars. but can wv affoed
50 WhIt AT & oSt Of 310 DS ¢ Yeart

1t 13 10 tEe pUblC IDteYENY Lo devRlop INOPY
B0 OEtIRY WAYE (0 FRZOWer 40¢ re-usd OUr
WaNe Des: eneTfy rEOoUTTE-—ietélUng over
€ mLIoS dusrels & day Clearty. the Fegera)
SoTerLMent has & duty 1o Delp push flurdigeg
bedd and otder wisls hesl recove.
oy irchnoiofss 15 the marketplace But
1here exiIls 0o ¢lASULOrY SULhLrity fof such
8 davelopriisnt effors.

Alv smerdment prevides Jlong-oeeded swat-
N1GPT BULBOTILY and suthzrass ¢ oodest
UM L USRI N1ENNIVY WARLE DEBL rELOYErY
RiD slori==§5 eilhon 18 Saca! vess 1870 LI
we desored ks muck amoney [0 ANd wary 1o
seCOveY 42d re-use whste hest a8 he wll)
sare = Lhe future from cogenemmion sicne
the 18ChEQIOpICS! Darriers to wasle Neat ree
Tovers sould te ehiminawed i ghort ordar
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Seonnc there are IKOZOMUS DATers 10 (O~
feaerasion Untll we Anc & we* to redec: e
ren. benwldits of roORMErVRLIOR ©f cOFPOPAls
DAlAficY ANMU W CARPO: rYRlI LAY FRDEC:
1GUILrINS ©7 GULIHWE 0 CONP TVN

The by waY (o rFessive the economit bar-
rner’ We 40 Ro: RAOW. Drecelt Presigent
Carter €nd 1 suppor: granung 45 sdaitions:
10 percent .nvestement iz credit (oT pure
CAAM O WRILE NS FCOTETY ¢qUIDMan: MY
SIMANAMONt 10 Lhe anerg™ (83 DI sauld Dave
ke crmgit eNIOMALLSIIT ¢BRIre O the snd Of
3 yetry. Br Lhat Ume Cangless wili have ab-
sarded the rANge Of #0iUTIONN thAT The SIUBY
required 9y tAn amgnement =il havre

Taird. Where a8 repuistely Damers W €O~
Sraeratiag: lndustram ary pran:niteq (rom
cageneiuUNg LD s0me plases Praers] laws are
LEADpLOWS ABOUL LOgERETRLION. ARG MOWME
protiaans ¢f tas Pederst Power Ay ane ¢
Pushic Cility Metdiag Cempany At g1y toe
buresnseme [or smal)

for hus fine smenkimen’

First. lon w1 cousder carefully and
Judictously Bow crucial the acuons of the
Federzl Covernment are (b prototing
4 gresler degree of TASte Hrat racovery
and onsite generation of electricity. We
hould examine the tasuy from tis broad-
e3t porsible parapectve.

A few atattstics caowld make abun-
dints clear the centrali'y of waste heat
secovery slralegy to our nalional energy
policy.

First. Lhe production of steam for gen-
srating stectricity and for um in ndus-
trial proceasss n=counits for 2 staggenng
proporuch af aur nausral energy budget.
FUF percent of our Nation's energy con-
sumption resulte from just thess two
anergy Niensive actirities.

Becond. dus to the second lae of
thermodynamics. only one-third of (he
steam which Industry crences 12 evey umd
{or the purposs for which it s creaied.
Txo-turds of this stesm u lterally
waitad. The amount of this daily wast®
13 ebout equal to the energy velue of the
torewgn ol our Nation imports each day
Mr Preadent. on (s daYy sione x¢ are
ducharging Into rivers gnd inta the sy
the therma) equivalent of § mUlLOD ber-
rsla of oll.

Third. s moment 250 I mentioned that
utility and indusirisl generation Gf proc-

——im—
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8577% e the pairis of crder be can
“”;nn “" point o order But 1 wish to

:"' ‘:‘:ﬁg},‘ﬁ?&w&m will the
,,:a‘s;w;:’sf,:%og-:. 1 sield o the Senawoe
5r§;%w. Prasident. 1 m’g:’t
Ueiz:06 2 SHivG OFFICER. The Sen-
.g;n;rd“f'ufﬁm xo. 892

1 WACTIMIBS AN bF utlls

12THS
SKILL Mr. Prasident. I send

The "
page 1. 1134 8. AT "COOENERATION"
s - "BACL-UP POWER."
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uYe anergy systetns xhich heve the Doe
entiat o conserve larde quansilies of
nonirenewable Susts will not be reslised.

Although reporta of diseriminsten
2°1 15t widespread yet, they are numer-
OUs BFNOURH to CRUSP CONCErn tipecially
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17 we are serigus about expanding the
utiisation of sliemasive energy IYsiems
I toe nest future. The most recet ex-
ample of duCIURINATION WAk FepATted th
tae Septemmber 30 1ssue of New Times i
az atticle entitlez “Sun Wara “ In the
natance a buudsr had wnstalled solar
unil 36 3 large resigential complex and
Lne Jocal ga3 utdity srbitrartdy changes
the gevelooment's classificaton 10 "AeR-
residential ~ I csaance. Lhus mesns that
unlise other housing developmenys this
one Tould be subsect ta having 1ts fuel
SUPPY INWUTITURIEE OF cyurtaliec in Limes
of shortages.

In addilion to this INslAnCe, we have
seceved NfarmMAlion from 8 number of
State sTirgy offices recounung cusse of
allrged discrunination. Whila alternative
eneryy Sysiems which require backup
power should pay their {alr abare ey
shoyld not be discruminatad Apatnst.
This amendment will require that the
Secretary af DOE cecommend gdelines
far wllities which are dmigned Lo D-
sire that pracuces and [ty structunres
do pet arkitrarly discriminats against
thess pre@mising nee tchnologiss. The
Secreiary ®ould dewlop gudelinm for
utilicies. pot sules. which would thius in-
SUfe responsiveness to regional diffesr-
mnces and de coanistent with the position
adopted By the committes in reporiing
8. 2114. Moreover. & provision similar
this one passed i the House,

Mr. Prasident. it 1s oy understanding
that this amendment Has besn clsared
with both gides ©f the aials.

Basically what {t does o say Lhat the
Ascretary of DOL 1 required t0 rcom-
mend guidelines 1o State public utility
ocommitaions 30 that thers will oot be &Ry
discmmination tn theit retemaking of
other practices which has an adverse
affect cn AlLTTAtS eneTEy SYSiems. such
&3 solar hot water and space heaRng ey~
tams Thete have beep vzamples of dis-
crmination reparted in Celifornia and
Massachusetts and one closs call in Calo-
redo whete the utlity sventually re-
scinded it ordar.

I think we 4ll agree thet thia gom di-
reclly agunmst the national snergy policy

Mr. Prasident 1 wrefare. aak that
my amendmant ¥ adoptad.

Mr, JOMNSTON. Mr., President, this
amendmens [s consistent with the g~
eral tarust of the committes’s considers -
tion of this bull, It provides for puide-
Uines relating Lo NOOAINCTIMIDALOTY PFEC-
tices. 1t does not it 8 Federal mandats
on the State. but rather reguires them w0
come up with their own gutisiines.

Afr. TNt i3 correct.

Alr. JORNSTON. We think it ks an ex-
crlient amendmenit and we support I8,

The PRESIDING OFFICER. 1s all titng
Fielded back?

. RARTLETT Mr Prasident. I shall
make & very ahort statemuent.

I concyr =1 my collsagus who s
mansging Uiz il This permiy the
Federal Qovernment Lo make recommen -
dations. bat those recommendations are
not hindiog on the agencies whach regu-
ate the utiiities
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Mage 4 of &

Jodat

I thung thus 19 the underianding. and
1 suppor: this umencment aRC accep: it

str JOHNSTON M Prmigent. I nalé
back the remainder 6! v ume

Ar BARTLETT A Premdent Ixielc
back the remainder ol my Wwne

The PREIIDING OFFICER Al tme
u yieldec back. The question is O 3ETee-
ing t0 the amesndment o the Senaw:
trem Colorsdo.

The amendment wes agreed o

M. HASKELL M: Preswoent I nank
my frisnd {rom Massschusetis very
muc.

The PRESIDING OPPICER The Sen-
ALOT fTOM MASSACH IS,

Mr. BROOKE. Ar. President. I agx
uraAnUmMmous conaent that Mey Poxers. of
my stal. be accorded the privilese of the
fioor dunng the conaderstion of the bl
presantly defore the Senste ang Any and
ol! voias thereon

The PREISIDING OFPICTR. Withoyt
objecuon. it s 60 crdered

Mr. BROOKE. Mr. Presidant there i3
DO lenger any guestian (hat Lhe avall.
adllity and mersgement of electric

The PRIEIDING OPFFICER. Who
rields tima o the Benator from Mag-
sechusetss?

Mr. DURKIN Mr. President, hox
;nlﬁu’amcummmwmm
Mr. AROOKE. I need 3D milUtes.

PRESIDING OPFICER. Who

Ths PRESIDING OFPICER. Ths Sen-
atoT from Louwians has 3¢ migutes. and
the Semator from New Mexico bas §7

yiaid,
MI. BARTLETT. Is the Gsuatlor ban-

dliing the time or U he i DAt handlng
the time, I shall yiald? I wish to maks
scre the tor has time.

fens
Ms. RBROOKE. § wus asking for 3R
minutes.
The FRESIDING GPPICER. The Ohalr
1s inquiring who yelds timne © the Sen-
atar from Masmchusets,
Mr. BARTLETT. ! vieid 30 minutes 0

The PRESIDING OFPICER. Thirty
minutas W yielded so the Benator from
Massachiusetiis.

Ms. BROOKE. Mr Praidant. tbers la
no longer ARy Question thet the avall.
abiiity and management of elecuc
utllity energy is & matter of national con-

Eneegy reaources in gsnerl did act
becoma & matter of public policy xith the
inigoduction of the President’s snergy
program. Por over 3 years. the Naudn
has been implemeniing laws whose scle
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upion ay an sliernative to undergoing &
iiquidation. In many instances the
Admini<tratian would lock favorably
upcn such an allemativa. ot cnly
because it aveids tha disruption.
inconvernience, snd bardship that a
liguidstion Lmposss upoa the
membership of e cred!t union, byt also
because it will reduca the risk of loss to
the Shars Insurance Fusd. If @ mecyer
can be srranged that is consistent with

Share tnsurance Fund can be
substantially reduced If & murger. a9
oppased o a liquidstion can be
consummated.

The Administration i also mindhul of
the alirrnatives gaed in the case
of faliing backs. Whila the abillty of a
bank 10 absorb another faiiing bank
hinges on the Ensncial strength of the
absorbing bank. i1s focation and the
impect on compatition. ta the casa of 2
credst union, it is & question of financia)
sizength and compatibility of flelde of
membership. Allhcugh the authority of
the Administration to prescribe rules
governing margers (o somewhat broadar
than that providad ather financis!
watitution tory agencies, Congress
did pr:s-idu bl:l:“d ucndnh s withe
procedurs
situations (4., in the m
bank The Administration bowever, did
aat previoualy provids for e marger
procedurs 1o the case of a filing cradit

union. The proposed ruls is designed to
address this aren

b of obisining the u“.d:l' {
tequirernesi of © apyeoval o
the memberahip for the merger proposal
may wall bustzate a metger s a

practical alternative to Bguidation. Ths
added costs of and
distributing tha and holding the
specisi of the membere. coupled
with the t timae delays. may put
the credit union into such an icaolvent
position that 8 merger cannot be
completed or to the point that a merger
in no longar & visbls aiternative.
Morwover, the Administration views a3
stademic Lhe question of whather the
members, when {eced with liquidation
a3 their alternative, would spprove a
merger a3 & vizble way to conticus
who are

the tequirement of membership spproval
far thess limited clasees of margers.

In propasing thess amendments. the
Board relies on. in sddition to seclion
120{a) ard 203 of the Act. section 208 (12
US.C 1788). which provides the Board
with the autharity to teks certain
actions in order to reduce Lhe tisk to the
Netional Credit Union Share insurance
Fund aad o facilitate & merger of
consolidation of insured credit unions.
and section 209 (12 U.S.C. 1788}, tha

authority foe
purposes of the provisions of Title 1l of
iha AcL

This proposad regulstion provides for
a 30-day commen period: comments
must be received by November 28, 1978
Al'bdayeommt‘cnaduus
provided because the proposal ta act
viewnd s & significanl change. i would
relieve & previcus restriction and the
Administration finds (I to be in the beet
(ntareet of cradit unions. their members
and the Nstienai Credit Uzion Shere

Inswrance Fuad

tn addition., s regulatory snalysls was
not prepared for this proposed
cregulation becausa It was determined
the will not result in @
significant tmpact on the national
ecanorsy o cause & Major increase in
the coste or expenses of Federsl credit
untors. Also. cartals other procadures
provided for in NCUA's Report oo
m%mnlmm
were not d because the p
is la responsa to An emergency Lhe
process ls sooecassary for e public

intarest This deteymination was made
by [ames §. Engel Assistant Geserul
Counsel.

Accordingly, the Natiensl Credt
Union Adminlstretion proposes 16
amand 12 CFR Part 708 o read as sat
forth below.

Resumery Brody,
Secretary. NCUA Board.
October 8 1978

1. Part 708 |s amendad by dslating the
term “Administrator” asch tima (1
appeary therein and by insertng the
terma “Board” io lieu thereol.

§ 7007 {Amended)

2 Paragreph (b) of 12 CFR 7087 Is
arnended by dal the worda “in a
vote (n which at laast 20 per csntum of
the tolat membership of the credit union
partictpatas "

§ 7004 [Amerdad)
a.unmphi:mummu
smended by dsiating the at the
Lasarting

unson. if it 13 @ Federal credit unon. :s 10
danger of inaolvency and that ne
proposed merger would reduce the rss
or svoid & threatened loss 10 the
Nationa! Credll Unioa Snare insurance
Fund. the Board may permit the mecger
1o become sffective wilhout an
affirmalive vots of the membership of
the mergung Federal credit union. nol
withatanding the provisions of § 7087 "
{Sec. 12373 Stat. €23 |1 LU SC. 1788) and
Sec. 309, 04 5Lt 1104 {12 US.C 17891

PR Du. TR0 Fild W3-TP 843 ¢
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=
OEPARTMENT OF ENERGY
Federsl Energy Regulatory
Commingion

16 CPR Part 292
(Oushet He. RTS8

Smafl Pewer Production end
Cogonsrstion—Rates and Exemplions
20enCY: Federsl Enetgy Regulstory
Commission. :
Acnow: Nolice of Propased Rulemaking.

suaAnY: The proposed rules would
implamant saction 219 of the Public
Udliry Reguistory Policies Act of 1978
{(PURPA). The set {orth rutes for
the sale of electric ensrgy between .
qualifying amall power production and
tiop fecilities and eiectric
ntiliies, and provide lor the exsmplion
{acilities from cartain State

qualifying facilities and slectric ctilities.
DATE Writtsn comments by December
1. 1979. Dates of the public hewringa will
be anncunced at & later time.
Abonass: All responses to reflerencs
Docket No. RM75-48, ead 15 be
addressed to; Office of the Becratary.
Fadaral Energy Regulstory Commission.
&2% North Capitol Suset, NE,
Washington. D.C. 2042& Lacations of the
bliz hearings will be announced at s
Laf Lims.
FOR FURTHER IWORMATION CONTACT:
Adam Wannsr, Executive Asslistant to
ihe Assaciate General Counsel, 428
North Capito) Strest. NE- Washington.
D.C. 20428 (202) 357-417L
SUPPLENENTARY NEROMIA TION

Lsaued: October 14 1578,

Section Z10{a} of the Public Utility
Regulatory Policies Act of 1978 {(PURPA)
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requires that the Commission prescribe
rules as it detsrmines nacsssary o
sncourege cogeseration and small
powst production. requiring slectric
vtillles to offer 1oz

{1] Sel! slectric energy io qualifying
coganeratioa facllities and gualifying
small power production {acilities, and

{2) Purchase eleciric enargy [rom such

exampted. in
whole or iz part, from the Fedaral Power
Act.fmmt!\nmbiicuuli

Compsny Act of 1033, from Stats
laws umg

regulati
nmwmﬁmw

organizatianal regulstion of elsctric
utilities. if the Commiasion dnmmnu
such sxemplion is B 3

encourage cogeneration a

power production.

On June 26, 197¢. in Dockel No. RM78-
84, the Commisslon issued
rules regsrding the dsterminalion of
which cogeneration sad small power
produciion {acllities ars
cogeneration facilities or qualifying
small power productios fucilities. Such

uslifying {acilities are entltled to avail
‘Lemulvu of exsmptions st forth In
section 210 of PURPA, srd are eligible
for exemption from the incramantel
pncing provisions of section 208{c) of
1he Natura! Gas Policy A<t of 1978
{Order No. 48, § 202.203{e}. issund
Seplember 28, 1978, 44 FR 57728}

On june 27, 197%. in Dockel No. RM79-
5$. the Comm.ission issued a Siaff
discussion paper regarding iasues
snsing under section 210 of PURPA.!
The Stail discussion psper set forth
many legal and policy queations arising
under sectien 210 of PURPA. {n addition
10 thoss issues. comments recelved in
response to the Stall discussion paper
and «n the pubilic hearings held in San
Francisco. Chicago. end Washington.

D C. in fuly. 1970 on this topic reised
new quesuons regarding the
Cemmission s responsibility 1o exercise
s suthotity under section 210. The
Commission bas taken Into
cansidersticn these questions and
comments tn deveioping this praposed
rulemaking

The S1al? dracussran puper i Dacket Ne. ANT
23 concarmed subpec (s slsa adiressad  Uns
praposed rulemahing, Sence inierested perians may
IvLiemit CORWTIPAIL off FeEpOnd tO (VT FulemaS ing. e
deadhine for 1be Eling of comments ow the SrefY
Giacussson paper wag Aol atested beyond Lhe
ot ginel dealisne of Auguat 1 1879,

provide the
The proposed rules 1
electric otilitian muat purthase electric
and capecity mads sveliabie by
ssgenersiors and small power
anﬁmauunuﬂ-c&hml
that the parchasing stility can svold as &
cesult of sbisining sneryy aad capacity
trom thess sseross. rather then
generating an equivalent amount of
onsrgy iteelf ov purchasing the energy
Mo&--:pii“n‘rcmﬂomw
cogenerators and amall pewer producen
10 be able to sstimate thess avoided
conts, the rules require electric utilities
o furnish data with regard 10 prssent
and future cosis of snergy and capacity
en (beis sysieme.

Thess rulss also provide that elactric
otilitias must furniah electric anargy to
qualifying facilities on @ pon-
discriminatory basis. at a rete that is
just and reasoesbls and In the public
interest, and must provide certain types
of servica which may be requested by
q Incilibes to supplament or
back up those faciities’ own gunerauon.
The ruls exempts all

quallfying
udhnu from rets and cartain othay
regulations under tha Federe) Power
Act. from the provisions of the Public
Utility Haolding Company Act of 1038
related 10 slectric uilities, and from
State laws regulsting elactric uttlity
ratss snd financisl organization.

The implemantatian of these rules is
resarved Lo by State tory
suthorities and ted shectric
villidss. Withis one year of the issusnce
of the Commission’s rules. each Stats
regulstory suthority or notawgulated
uttlity must tmyplement these rules. That
implamgniation may be sccomplished
by the issuance of regulations, cn a
case-by-cass basis. or any other mesns
reasonably designed 1o give offect to the
Commission’s rules.

The Commission observes that Lhis
rulemakicg represents an affort to
evoive concepts it 8 nawly devaloping
eres within rigid stetutory constraints.
Tha Commissian Is sttempting to afford
broad discretion lo the Siate tegulatary
authorities and nonregulaisd elecing
uillitiss in recognltion of the variety of
institutional, sccnomle, and tocal
circumstances which may be affected by
this proposed rulemaking. In this regard.
the Commission sseks the fullest range
of comments ont the legal suthority of
propossd Commission sction. and on the
technical nnd practical sspscia of the
proposals se! forth in thls rulewmaking

FPSC Docket No. 941101.EQ
OCL/Pasco Witness: SHANKER
Exhibit No. __, (RJS-4)
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Section-by-Section Analysis

Subport A=Arrangements Between
Electric Utititres ond Qualifying
Cogeneration and Small Power
Production Facilitiee under Section 210
of the Public Ltilitise Regulalcry
Policies Act of 1978

§ 282101 Scope.

Section 292.101(a) describes the scope
of Subparnt A of Pari 192 of the
Commisaion’e rulss. Subpart A spplies
to sales and purchases of slectric eneryy
and capacity ::rnau
copenaration ama
production facilitien alectric
utiliting, and sctioms relsiad to such
salss and purchases. Section 232.101(b)
providss that the authority of l!xil
subpant doss not preclude
agresments between qualifying
cogensralars or small producars
and electric utillties whick diffar bom
eates of 1erma which would otherwise
be required under this
Paragraph (b)(1) reflacty the
Commission’s visw that the rate -
provisions of sac*ion 210 of PURPA )
apply only if a qualilying togenerator or
amall power producer chooees to svall
itenlf of the righta and peotections vel
forth 1 thal section. An agresment
between an electric utilily and o
qualifying cogenerator or small power
producer to conduct aales or purchases
at rates higher ar lower. or under tevms
ot canditions different from thoes set
forth in these rules, does not violals e
Commlsaion’s rules undar saction 210 of
PURPA. Nor would provisiona of Stale
law or regulsticns which provide
diffarent incentives for amall power
production and cogeneration (than are
provided (n the Commisaion's rules) be

reempted. The Commission
m.fm abllity of & qulllbdn;w
cogenerator of small power producer to
negotiate with an electric ntility is
buttressed by the existumce of the
slaiutory ts and prolections of these
rules. and the right of State regulstory
agencies and aonregulated electnc
utilsties 1o provide further
encouragament of these technologies.

If. prior to the existence of the rights
and protections sat foeth tn PURPA. a
cogenerator or smakl pawer prodacer
entered (nlo s contreciusl agreement by
which he received sufficient financia
incentive 10 satl his alectric output to a
utility. the encouragemeni of
cogeneralion or umall powsr production
does nat require thal be be given
sdditional incentives. Accordingly.
paragraph (b)i2) provides thal Subpart A
will not affuct the valldity of any
contract between e g
cogenerstor of amall power productian
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facility and an shactric wtility. Al the
expiration of the contract. a cogsnerator

or small powar producer will b able to
avell tumsell of these rules.

§ 292102 Definitions,

Tl{:i» ammwmum
a casle 't

pg. ph {8) provides that terme
e
me an )]
e ainmd o s pert of the
Commission

' reguletions.

facility & .!'!Nll ﬂulr.:-lnm
[ s I

ucﬂml(m:ﬁdhlm
acility ender § 202.200 of the
Comumission’s regulations. Those

tions implement section 201 of
PURPA. and are the subjert of Docket

Sub {2) dafines “purchase”
asthep of electric anergy or
capacity from s qualifying facility by sn
electric utllity.

Subparagraph (3) defines “sals” as the
sals of electric enerty Or Capacity by an
electriz ulility to 8 facility.

Subpnagaph {¢) defines “systam .

28 & condition en a atlity's
syatem wgld is likely to result in
disruption of service to a significant
e i oe peapery, |y o

& O¢ property.

Subparagreph (3) d-nn:.".n“:" :1'
any prics, rate or cation
made. mm&f&ma of recwived
with respact to the sale or purches of
alectric energy or capscity, o azy ruls,
reguistion, or practics respecting say
such rate. charge. or classification, and
any contract m to the sale or
purchase of 2907gY OF capaily.

Su pb (8) dedines “o
conts” &s the conts 1 g alectriz utllity
e bt o 5 et

(1 ]
tacility. the eleciric mtility would
generals or constructitself oc
from another source. This definition is
derived from the concept of “ths
incremental cost 1o the electric ytility of
alternative electric " sat [orth in
saction 210{8) of PURPA. it includes
bath the fixed and the running costs on
an slectric utillty system wbich can be
?voidld by obu’!:gn:: ﬁa:m or cepacity
tam R

The m «u slectric utility can
avoid by making such purchases
generally can be clagsified as “energy”
cosls O “capacity” cosla. Energy costs
are the variable <osts associated with
the production: of electric wnergy
(kilowatt-hours). They represant the cos
of fue). and some operallng and
maintensnce expensss. If. by purchasing
electric enargy s Qual facilisy,
s utility can reduce its energy costs or

et vem——

can avoid purchasing energy from
ancther utility, the rats for e L
from » qualifying facility is to be based
on (hose energy costs which the utility
can thereby svoid.

c»-g? costs arw the costs
assptintad with providing the capabllity
consist primanly

w0 deliver eneryy:
tacilities. f 2

of the uﬂw
:mdu

Aamwa!tbmw&mma
cmdtyr_umul y logally
permittad to be by the

Commisston, but at least in some

The Conferencs Rrport addressas the
calculation of the alternative conl
ampraph o i secon of the Reper o

section
tha following
Nt svoitind ourn” ov Uhn sxmms of the tetal

v of &9 syrasm dovaiopd ia acesrdsncs with
Om wtility’s aptimmm cazecity axpenaisa plas. .

|
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The conferses expect thet ihe Commuasinm
n judging whethet Lthe slectn¢ power
supphed bmmwh 100 ot small :oc;er

ce future power which 1ne
?ﬂfw-nl‘ otherwize hevs Lo generate
i either thraugh existing capscity or
sdditions @ ty o From other
sowross. will tnte accouni the rellabilny
of the prerer by the cogenerator or
small power by resson of any
logatly salaroaslrie obligetion of such
cogiasrater or amall powar producer to
supply flrm pawer (o the utllity.?

The references (o “additions 10
capacity” aad 1o obligations “to supply
Girm power”™ (the rates for which in this
Commission's axperiance. alweye
tnclude & capacity component} lsad the
Commission (0 the conclusion that,
undar Bection 210. capacily payments 1o
qualifying facilittes can be regulred
under certala circumstances: and that »
utility’s refussl to make payments based
in part on avoided capacity paymanls
could be discriminatory.

muwmmc:ymmunmm
thet the statytory used Lo the
Fedaral Powet Act uses the term
“slectric energy” 10 describe \be rates
for eales or resale in interatate
cammercs. Demand or cepacity ratas
are a tuditional part of such rates. The
termn “electric caergy” ts used
throughout the Act to refer both to
alectric mda::gty.m
Commission not any evidence
that the term “electric {n section
210 of PURPA was in to refer only
mfmlndmauﬂmdmm_

d of all of the coste
associaied with the provision of electric
sarvics

To interpret this phrase to Include
ouly the snergy would lead to the
conclusion thai the rutes for sales to
qualifying facilities only includs the
energy compoonant of the rete. It is the
Commisslon’s beilef that this was not
the intended result. and thus provides
an additional reason to iat t the
phrase slecwric energy to Includs both
ensrgy and capecity.

1 292.203 Avuailobility of efectric utility
aystem cost dato,

In order to be able to svaluats the
financial viability of & cogenesstion or
small power production facility, an
invesior needs to be able to ascartain.
belore construction of & facillty. the
expected ratum on 8 potantial
Investment This return will be
determined in part by Lhe price.at which
the qualifying facility can sell lts electric
output. Under § 202108 of these rules,
the rute at which s wtllity musi purchase

coets. in Uns way. the rilege oy
payiag 0o mmry Huas the iotal Casts Uual wauld have
been incaTed had w unst a0l bees dairrred

*Confarynce Repart ont HR. alis Public Utilhies
m«hummmdtmumu‘:mn
Cong.. 2d Sase 119781
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that output is based o0 the utility's
lv&tderg. <osts. de da
order to provi ta to qualifying

Iacilities which will assist them in
determining the utility's avoided costs,
§ 282.10%b) of the requtres electric
utifities to make svailable to
cogeneratons and emall power producers
data concerning the present and
anticipated futzre coats of energy and
capacity on (he utility's system. The
data to ba provided 10
detarmine Ihlul;voidcd conts "tgll::"
Commission’s rules implementing
section 133 of PURPA. ¢ This section will
thua, rm most nc:!.y require o tabls
presan ta.siready developed

Section 133 of PURPA applias to esch
Clecric enargy 16 puhaees oiher than
) c Purpaess &

m &0 million kWh during
any calendar year beginring aftar
immediately preceding canndar y
immediataly ar year.
{The phrase “before the immedia
preceding calendar year” refers to
vess two yeawre prior to the curresit year,
For exampla, {f an electric utility
exceeded the 500 million kWh limit both
during 1870 and 1979, it must comply
with section 133 requlrements in 1981.)
Section 2900.102(d} of the Commission's
rulen implementing sacdon 133 of
PURPA granted an sxtengion until Juns
30. 1982 * to electric utilities covered by
(hat eection having lots] sales of energy
far pu.rgoun othey then resals of lasy
than 1 billion kWh in sach of the
calendar years 1978, 1977, and 1978

The propossd coverage undar
paragraph (e} of thess regulations is the
same as that dad purenant to
section 133 of FURPA and the
Commission's rules implementing that
secuon. with an tion in
parageaph 'l? a8 will be discussed.

Paragraph {b} provides that each
regulated electric utility @ust furnish to
the State regulatory suthority, and
maintain for public inspection, data

‘For oxarple. § 200.303b] of thy Coummingion's

such siecine viilitunt © report anpual energy costa
for tach ssonth of Lhr repuariing peviod und e sach
month of the pyst five yoars. Recum o

1bese rvies rewaiies electric xitlilies 10 rypert Ui
epimaled cost im dollars per kiiowat! of ganaration,
of ganeration whits Likedy to be tnsislled Ls maet
mcressey  pesh demand. Sactoo 2RICTN
requurws (he reporting of sittstes. lov the aext ben
years of spformatcn twgsrdmg totsl wyshem
c:wq.ﬂumnhmﬁdhah
wtiders

*Dochet No. Kb37B-4. lasued June b, 1978, gracied
42 evumadm wntil Moy 71, 1082 & pletie eliiftioe

hours @ snch of the talendsr yoarn 1S 1077, oW
TR The Comuwasion recantly saed revissd
rrpularsene tn thaa dockit niuch exuended the date
10 funet 20 10K2

FPSC Docket No. 941101-€Q
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related to the costs of energy snd
capeacity of the electric utility's systam.
Each nonregulsied slectric utility must
maintain such data for public nspection.

Syl ph (3) requires sach
slectric wiility to the satimated
avoided coet of on it aystem for
ahliyizg laciitios The levels of

ols 0

purchasss are 10 be atalad in blocks of
one huadared atts or less for
sysiems with demand of 1000
megawalis or movs. and {n blocks
;?ulnlnttow-mthnunpam:

systsm poak demand for systems bass
than 1000 watta. This (nformation
i totnmwua crnts per kilownti.
boar basis. for and seasunal peak
and off-psak for the
Lnmadiately . and on an
sstimated cents pev kWh basls for the
cuwrrent calendar year and for each of
tha aext Ava years.

8 2) such
aieeirs ey o i o schedle for
the addition of capacity, planned

of firm evertgy and capacity,
and planned capadty twtimmants for
sach of the nc:!: }g}ynu. o

W. e

slectric ui typw provide the estimated
costa at complation, on the basls ¢f
dollars per kilowatt, cf planned capacity
additioay, including plannad fires

Quallfying facilities may wish to sell
or capacity o -hc%-u: utlities

which are not subject to tha re
requirewgnts of paragraph (b} 1n that
svent. paragraph (c) provides that, upon
reGuestof & factlity, an
alsctric utility oot otherwise coversd by
paragrsph bf must provids suffictent
datato @ the coganerstor ¢r small
powsr producer to determine the
utility's avoided coats. If such ytility
refuses to supply Qe requested data. the
qualifying facility may apply to this
Commtrsion for an order requiring that
the informstion be supplied. The
Cammisaton. in considering such
epplications. will waks into sccount the
burder on the utillty.

A non-gengrating electric ntllity which
does not own or plan to acquire
gensrating capecity msy incorporals the
data provided by sach of Its supplying
utiliies Ln its compliance with tha
provizicns of this section
3 262.10¢ Eleciric utility obligotions
unier this subpart.

Section 210{s) of PLIRPA provides that
the Commiasion shsll preacribe rules
requiring electrie utilities to offer to

urchass alsctric exergy from quaiifying
acilities. The Commisalon (nterprets
this provision to imposs on electric
ulilities an obligstion o purchase all

electric snaryy snd capacity made
nvnihh‘l’n from ml:{’ym !adiu:ju.
oxcapt dwing pariocs prescnbed
§ 222.108{s) and durrg system

Thete are several circumstances in
which s lacility might desire
that the atility with which 1t is
Lytarconecied nol be the purchaser of
the iscility's energy and
capacity. but would prefet inatesd thet
aD electric utility with whick the

maks such s purchase. §f for exampla,
the purchasing atility is s Don-genarating
utility, its svoided casts will be the prics
of bulk powes oedinartly
basad onan @ figure rapresenting
the average cos! of energy and capscity
an the supplying utility’s system. As a
cosilt, the rate to the qualifying lacility
would be based on those average costs.
1. bowsver. the tying Iacality's
cutpy) were by ibe supplying
atility, Its cutpuil could replaca energy
. by specific units. and
its capacity might enabis Lhe supplying
utility to avald the addition of nsw :
up.dc:z. The coets. and thus the
avolded costs. of enargy and
nsw capacity are y graater than
system sversge

Ucdar thess proposed rules, csrtaln
small dn'lccu'lc uﬂlltind:n oot required o
provide sysiem cos! data, except upon
M“’l-J: quallfying fecility, If, with
tha consent of the qualifying (acility. a

anergy fram the qualifying Iacility to a
second slectric uq:u.ty. the smal] utllity

can avoid the otberwise a ble
requiremmts that it the sysism
cost data for the q tacility and
nnr itsell
Accordingly, parugraph {d) provides
that a utility which receives energy or
capadity from » qualifying facility may.
with the consent of the qualifying
facility. anamit such snargy to anothar
alactric utitity. However, U tha firmt
utidity does oot tranamit the
snargy or capacily, it retains the
purchase o ton. Any alectric utlljty
to which such snergy oz capacity is
dalivered must purthese this mu&y
under the obligations et fortd in these
rulss as if the purchess ware made
directly from the quailfying factiity.®
The coets of tranamissioo are not s
part of tha rats which an electric utility
to which anargy s tranemitted Is
obligated 10 pay the qualifying facility.

$The Conmianicn astes Ost while o purtham
Erom & qualifying locility may bave vates sa snengy
ond capecsyy. whai s actually wanemitiod to the
o otility n preperfy seecibnd e stectre
ey The niilisy @ which saergy is cuosm:tied
howwver. swsl pey raton based as enorgy ond
capecity vaime
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1106 r“mrv.tu.m.mlw-dnndty-octobnulmlhmunutu

Mmugnﬁmmd
m&bﬂlrydmﬂﬂrw
§ 202.108 of thove Howeover,
between the

which transmits slectic GRergy 68
waums&w&uﬂ
d.sm%wﬂfrb

by 8
wonld be both redundast and:
burdensome 1o have the spoRscrs
individual facilities show in a0

ssction 210 of aa'?mm-m
tha! their project in particular would
serva this and (or one of the ethar
relsted goals sstablished a2 csttoria for
an Lawercoaneciion order ia section
219(c)(2)}. Tha purpose of an

PBeafl discuseion paper. rapia. o3 W-14

tnterconnection applica
ander section 302 or 210 of the FPA. is to
whether

qualifying facility. The Commission hes
mw! received commwnis which disagree
with thia waderstending. Tharefore.
the allocation of the coats
sed wilh such equipmen to the
\ifying facilities. a3 provided in
g‘;‘&‘lﬂ. and through the imposinon of
standacds Sor operating reliability under
e

fa1n | and
fiasacial loc the alectric
utilitien is provided in the Commission's

Severs! commentors urped that the
Commipsion require electyic atilities o
o&rwmu;rmmmh-
qualifying facllity. By opersting in
parsilal 8 qualifying fecility [s enabled
autome! io export any slactric
nuzn is not consumed by lis
yualilying facill %ﬂu-ﬂ:&m
ty

standasds eet forth in § 282110
regarding opetsting reliabllity. the
Comsiseion proposss tn parsgraph (e)
that sleciric utilities be required (0 offar
mﬁhmﬂdﬂmnqﬂw

§202108 Rates for purchases

Sectioa 210(b) of PURPA provides (hat
hmmm$h

]
!
s

constituis ordinarily
be oblained cnly U 8 utility bes severul
m%ﬂuuﬂuﬁnuum
capacity. capacity payment. or
charge, will tbe cont of
the otility’s pensreting units and the J
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associated conts of sssuring that firm
power will be available oo demand.
tn cootrust. the ebility ta provide

stlling utility aeede enly to provids for
the cost of operating its penerating onits.
These costa. called “snergy™ cests.
ordinarily arw the omey associated with
non-firm sales of power.
Purchayes of power from

facilities will fall somewbare on
continaym between these two of
tlectric servica. Thua. for example, wind
m:bjmthalhnﬁhmmg when
Mndvdodtyumdnmdnmﬂnm
bour may be so ascertain in gvaflabillty
of output as oaly 10 permil a utility io
avoid gensrating an equivelent amount
ufm;u.‘l‘huﬁ&t:nunmgmw
provide capacity that is svailsble to
mest the needs of its costomers. Rates
for such sporadic purchases should thus
be based on the ulility system’s avolded
incramental cost of enerygy {system
lambds) &nd not based oa aveided

capadity.

gn the other band, photovoltaic cella,
although subject (o some wicrtainty in
power output, kave the genaral

advaniage of thelr maximem
powsr cnlndm:lll?thc system peak
when tsed on @ summer peaking system.

Tha value of such powser {s greater to the
ulifity than powd;ﬁvmﬂl:w of¥-
pexk perioda. Siace the need for
capacity is based on system pesks. the
qualifying faclllty’s ecincidence with the
system pesk should be reflected in (ke
allowance of some capacity velus and

an engrgy component that reflects the
avoided snergy costs al the time of tha

peak.

A facility bumntng municips] waste or
bigmass can cperste more predicuably
and rellably thae solar or wind systsmas.
it can scheguls It cutages during times
when demand an the utility’s system i»
low. If such a unit demonstrates s
degree of reliability that would parmit
ll}e utility to defer o l;\:id coa.lm?n
of a gensrating unlt or the puschase o
firm power from snothar utility, theo the
rale for sach a purchase should be
based tn the avoidsncs of both energy
and the capacity costs.

in order to be able to deler or cancs!
the construction of new generating units,
» uillity muss obtain a commitment
sufficieatly ahsgd of the ivsd time for
the construciion of its own new
capacity, tha\ provides contractus) or
othey legally enforceabls sssurances
that apldtr from slternative sources
will be availabla. If & qualifying lecility
makes such s commitment, the

Fodornl Register |/ Vol. 44. No. 207 / Wednesday. October 24. 1979 / Proposed Rules

Conunission belirves that, as » matisr of
bath and (aterpretation of section
facllity is entitled to
receive reiea based oo Lba utillty’s

potantial
eneTyy may 90 undaveloped. In light of
the Commission’s u;:u:yu uhnli:uuon 10
encoutage COREDETs s
crcproducﬂm.lhncmmoo
liave that a proper interpretation of
*the Incrementsl coste of slternative

cogenerator or small power producer
tnclude the net avolded capacity and

anergy costs.

if u qualifying facility opts % recalvs
ratas based on avcided suargy costs.
such rates should reflect the enargy
cosls of the elactric utility's units which
otherwiss would have been operaisd.
The cﬂ:‘mion bolé::u that thare are
a varisty of acceptabla ways to canry
ot taie poticy it the Stats evel The

concept bare 15 thal rates (or

from the faciltty

wocld bcﬂ;b::d cn ol o1t eneryy
cost unit then opers uallfytng
facility would continue to be Ehpntabnd
until “;o:;‘ dumh b:!:h the uillity's
genara t st enrgy
costs is lower Lhan the price sl which
the qualifying facility wishas to sall

The Commisslon nafthar expacts not

uires thet the dsterminetion of
utilities’ voidad costs will be so

By definitiom. thess costs are
oD astimates of costs which

would be incurred If certein svenis wers
to 1ake placs, Electric rates are
ordinarily celculated on the basts ot
sveraging. 5o long as s rata for
purchases raasonsbly accounts for thy
svoided costs, and doss not fall to
provids the requlred encouragament of
cogeneration acd small power
production. It will be considered as
impiementing thess rules.

Paragraph (a] therefore provides that
the statutory requirements regarding
tates {or g;hm of umP and
tapacity aq acility are
satisfied if the rete the avoided
coets resuliing broms such a purchase s
dutermined on the baais of the cost of
energy and capacity sat forth pursuant
1o § 282.133(b} or [c).

Page 6 of 16
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Mothed of Implemeststion

The Commission is required under
secuon 210 of PURPA to prescribe ruies
requiring electric ullliliss 1o offer to aell
sloctric sasrgy (o and purchase electnc
enargy from facilities.
Paragrspla (D) and (¢c) of ssctuion 210 set
forth the standerds regerding the rale a?
which such purchases and sa)es adsll be
made. The implementstion of
Commission roles pramuigating thase
otandards is reserved Lo the Siate
regulalory authorities and non-regulated
utilitign, which are urder
oection 210(f) to Lmplement the
Commissioa’s rales.

One major ares of concern expressed
lnwmt::nu received .[:im tlnlclmc
o copenaricry amall pewer
producers, end Stets regulaiory
autherities bas been that the
Commission's rules shou!d state gensral
principles sufficient to lgsve the siutes
and tod utilies Dexibility.*
mhupu?:n t L.nwumum'
tation Ln & new
achnological area and L1y an area thet fa
aubjeci 0 8 veristy of Siate procedurss.

" the diverse nsture of cogensratian and

amal peoduction systems. acd
the dg‘:w:u in the cosus of energy
and capacity oo individual electric
systuma. As a rusull, while we harein
groposs lhat, for example, capacity
costs must be peid f e utility can
actually evold the construction or
purchase of capecity. our rules wiil nat
dictate the mathod by which such a
paymant (s to be determined. Ralbar the
Commission o isave the
selaction of a mathodology 1o the States
and ted electric utilition, with
the ynderetsnding that should a Stets or
sonregulated atility not fulfill the intent
and purpoees of our rules and of sectico
210 of PURPA. the Commission and
otkars bave available the enforcament
powar set forth in section 710(h) of
PURPA to assure complianca.
Additionsliy. the Commisuion is
sutharized to revise these rules in the
future 10 provide grestar specificity 1o
thess rules (f that Is necessary.
Paragraph {b) requires slectric
utilities. on request of s qualifying
{acility, 1o promulgate o lariff or other
matbod for establishing rates for

purchases from [acilitien of
ten kilowatts or in Dockal No.
RM79-584 the Commissicn: proposed a

aunimum size mitation for qualitying
facilitigs of ten kilowatis. However,

*Camtasmis of Asericaa Kuctric Powe. led
August 1, 108, ot 3=k Comman’s of Dactie
Cossamer Rapperes Cawnct] (ELCON). Blad August
1, tOR &l & Commasis of the Kovosa! Adseciabes
of Regulsiery Uniliy Commigaianss (NARUCE Sled
Asgust 1. 1970 o 3-8
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commenis recwived (n respocse to that cordingly, subparagrapk  during sysiem emergencien and provide
proposed rulemaking indicats thatsuch  (2) provides Lhst rutae L sch powsr (0 8 utility'e system. the rute {or
& limltation could Bamper Use purchases may be based on future from the ving facality
development of auniliary solar and wind  estimated wtili ou: of esergy or should reflect the value °‘fn':" service.
war yaits. Withow, ty these Small pownr
plhontquuﬁmhﬁa : ft estimaied osets actually track the sctual  cogeneration facilities could provide
sppears {0 the Commiselon that the costs Bt are incwred. significant badk-up capability to electric
burden of intarcomnected operation an mw)uumm-mm systsme dwing emergracies. Ons
both utilities and qualifytng facilities basls hhhlﬂlm benafii of the sncouragemeni of
can {f standard tartffs are utiﬂlncwnﬂw intercommactad cogmaration and smal!
used determine » s aveided ooata. powes mﬂmb 5 increasa
Some stiiities alresdy have rech ‘Thess principies relats both o the oversll system ty such
tarifls in offect. For units of jen Quality of power availahie from the smergency coaditions. Any benefit
kilowatts or lesg. it i Likely thal faw lifying {acility and tis abilily t» should be reflecied in the rate {oe
changes in 1he utility’s distributien o roplace suetgy and capacity mhnﬂqnﬁm
system would be Forexample, on the utility's
ub electric Gtillty might offsr (o permil {1) deals with the Clawse {{if) deals with periods during
ceriain cusiomen to reverse their o © fm..::m which a quslifytng facility is unable to
electric meters. (bus permitting facility during system daily provide powesr. Blectric utifities scheduls
Coramistion wildasl move aslemeirely.  faclty con provide moaryy iy Dalnisadoce oy peb i
on mote can wargy o 8 which
with the matter of s size imilation for  dwing peek periods when the slectric oo L 8t facility
g facliities i its fngl rule iz utility i Puaking its Moot expuastve cap similarly achedule its maintenunce
Docket No. RM79-44, the Commission wu&:ﬂu&ungnhu outages during of jow demand.
solicits comment hevy on the mertts of L{ to the stility Lrnad 4 ummmm.qtm 's
requiring utilities to promulgete teriffs  supplied during offpeak pariads during o0y be adsquate to handls
for qualtfying fecilities of ten kilowntts  which only unite with lowsr running existing demand, (t will enable the
ol‘l,au. ob (¢) " costs are u!%n:ﬂl?clm!hyl. :‘m:m utility to avold the necses(ty to providas
aragraph (¢} concerna a problem urchases wo ! unden
ansing in the tmplementadon of the :nrchu!n; ntility’s system at the preciss ted 1 capacity, With regard to

caoncept of svoided costa. Al the tims
that » qualifying faciltty deltvers elecizéc
energy lo an glectric utility, that utility
can detzrmine ita system and
thus calculste the costs it can avoid by
making the Subparegrsph (1)}
thereiore provides rates for
mede oo an “49 svailables” basia
based on the purchasing utility's
wvoided snergy costs.

1n order to wstablish certginity of
futurs revenue, a q facillly

e e

utillyy ] ufllicy
& certain prics {or enargy om & .
qualifying [acility, under specifisd terms
and conditions. Indeed. a gualifying
facility dnirhz;o ohtain capacity credit
must provide the purchasing gtility with
assurance that such capacity will
continug 1o be avallsbhle, -

in the case of future purchases
pursuant to & lzgelly enforceable
cbligation. the utility's avotdldlua
of cepacity costs may be based on
costs of produciion lacilities which are
not built asd for which the oaly
avallable cost dats are estimaiss. When
the qualifying facility suppliss
electricy, the ytility's 8
deviate fom these estimated
The Commission beliaves that
porentisl devistions are « normal result
of risk atiocation resulting from
conirsctual commitmanis ar other legel
obligations, and believes that they must
be &tmmod if the Commission i t0
Rl ite mandate 10 eqgeoursge
cogensrstion and small powar

mament when such energy is supplled
‘Ths metering equipment that would be
required to secartaln thess times of

ﬁmumﬂyﬂsf.hdﬁ?bud&
Clauses (1}, (11). (11i). {iv). and [v) deal
ﬂthth‘unshbt&!yuhw

on of

tion. The ability to s0 control powwr
production enhances ¢ uillity’s ability to
respond to changes In demand and
thereby snhances the velus of that
power (0 tha utility. A qualifying facility
mybcnhhtot‘gtg. h;l:”m
arrangement wi which gives
the utility the edvantage of dispetching
the faciltty.®

Clauss {lI) refers to a gualifying
facility’s ability and willingnass 10
provide powst and energy di sysam
smergancies. Section 282.10% of

during
:{:mmllmthnto
extent that a qualifying facility ia
willing 10 forego 1 own use of margy

* hes rnexmmmty of Hawaline Dectris Compnsy.
Gled fuly 2. tOMR. 02 2,

{orcad or unscheduled ou
addressad io clauss [iv). il s clear thal a
utility cannot avoid the coastruction or
P s¢ of capscaty if it bs tikely that
Lhe gualifying ty which would
replace such atg:dly mzﬁ:ul of
service during the period the
utility nesds Iis power ¢ meet dsmand.
b e
e ty Q ty.
rats for purchases from a
fm!l?-bmldhndmudwumam
[{ end schaduled outage rula.
Subclause (v) refora to the langht of
tms during which the facihity
has contractually or stherwise
mmdmm-m-:ry or
capagity (o the slectric uullity. A utllity-
owned genernting unit normally will
scpply power {or e Life of the plant, or
mmllh;phedbymtﬂldml
capacity. i contrust, s cogeneration ot
omnﬂpownwoducﬂonm‘:lﬂmfl.himn
to produce powst e & resull of changes
mthoinduu-yalnthnhldum;’lh.
processss utilized Accordingly,
value of service from the quallfying
facility to the electric uiility will be
affected by the degres to which the
&. facllity contrectuslly instures
tit oocuauwdmmllcm.tn
order w provide capacily value 10 an
slectric uttlity & qualifying facility need
not nacesaanily sgres lo ptovide power
for the lifa of the plast. A utility’s
grosration expansion plans normally
nclude temporary prrchases of irm
powwr fram other ottliies in years
precaeding the sddition of & 2ujoe



Federsl Reglster / Vol. 44, No. 207 / Wednesday. October 24. 1979 / Proposed Rules

generation uoil, If & qualifying Insility
contracis to deliver power, for example.
for & one yesr period. it msy ensble tha
pm::]h;m atility to avoid entering inko
s power parchase wrrangement
with another utility. The ratw for such ¢

stioaship @ up?v frem
rels sneryy & [
qualifying facility %o the purchasiag
electric utility's need for such mergy w
capadity. If an electric utility hae
sullicien! capacity to mee! its demands
and is nol planning to add any new
il of capacty foms oo
avallablilty ry qualilying
facdilities will not immediate!y snable
1he urility to avold say capacity costs.
This (s BO1 10 say that elactric utilities
with systems which bavs excess
capacity n?cgm 2ot make fndﬂh
qualifying facilivies: qualifying tiag
may oblain payment for the sveided
enecgy costs un & purchasing utility's
system, Utillty aystams with excess
capaclty normslly bave intermaadiste or
peaking units which use loasil fusl As s
result dusing paak hours the

costs oo the systems ary high and thus
the rate to a quallfying uiility fram
which the electric uiility purchases
enzrgy sbould simiiarly be high. In
sddition, an electric utility systam with
excess capagity mz‘ﬁmtﬂh‘klﬂ plan
to add new. more eificient capacity o
sty system. If from g

facilitles anable & utility 15 defer or
avoid thess new planned capadty
additions the rate {or such purchsses
should refiect the avaided costs af Lhese
sdditions.

hClnun ()] alnéﬁ"?h (2) refars 1o
the aggregats ca pacity
h:m qualifyicy dllﬂ'a’s rn?uahu

exusting ot planned utlity capadty. 1a
somy insiances, the amounts of
capacity provided from i

acilitiey taken individually I pod
onable a purchasing utility o cafer or
avoid scbeduled capacity additions or
purchases. The aggregate copability of
such purchases. may, however, be
sulficient W t the deferral or
avoldarcs of a upagz additien.
Moreovar. whils an individual quallfytng
facility mey not provide the equivalent
of firm powsr o the alsciric utility, the
divenity of \hass facilitize may
collectively reflect the equivalent of Brm
power. The States and sooregulaiad
utilities should attampt {0 devise rale

" Such svsilability may, however, peamit the
wlidiny to sdvancy D reicsent of s laget sfouttve

FPSC Docket No. 941 104-EQ
OCL/Pasce Witness: SHANKER

Exhibit No. __, (R1S-4)
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mechanisms wirich will appropriately

compensste qualifying facilities whose

agErugsts capacity mables the

purchasing etility to defer or avoid
additions.

-eperating costs Lo ta slactric
uulirg;ldmmuﬁou of thesa periods
will be mads by the State ragulatory
sutbority bas justediction over the
nﬁly or by the nonregulaied electric

unll in order o accommodate &
purchase from a qualifying lacility. ke
utillty would experience tecreased cots
in Increasing the gutput from the nuclear
facility when the system demand

increasss. 't
Thus, becauss the aveided cos! Is gero
or actually involvws to the

utility, reguiring ths u to purchass
enevgy bom a qualifying facility dusing
such a pariod would nol be just and
reasonabls to the consumens of the
elactric atility, because {1 would result oy
{ncrwasad coeta to the systam's rats
payers. Undar the 1 282.104{s)
an elactric utility 4 0ol be required
to make smaegy purchases dusring such a

4 Commonts of Comsanworlh Edens Compray,
fiied Angust 3. 1WPB at 4.

Tax losuss

The Stateman of the Committee of
Conlerence staies thet

veu mmmm;:uu level o;:llhu
which gheuld spply 10 the puchase b 1he
utllity of tee coguners'r’'s ov the pmall power
produce’s peear should uel ba burdened by
1he eame sxsminstian a¢ atw utility rate
applications i detirmine what s the just and
regsonabla rein that they sheuld recesve lor
Qe alacuic pewar.

We ool that section 301(b}(2) of the
Engrgy Tax Act of 1978 '* made eligidls
foe increaved business investment tex

cogenarators. Howsver. section
301{b}{2) (W} excludes from such
bility proparty “which Ls public
utility propenty (within the mesning of
saction 4KM(5) of the [nlpmmal Revenus
Code of 1984)." "As e result ifa
qualifying facility were to by clessified
as & public utility wunder saction 8if}{3)
of the internal Reveaue Code. 11 would
oot ba eligible loe the incressed
lovestmant tax crwdit otherwise
aveliable. -
The Cfﬁ!!}iruion notes thal 8 recent
change " in Treaswy Departmant
regulations Amdu:d? the definition of
the excluaton “public utility property”
for purpoees of ¢ligiblity [or the
invesunent tax credit 6o as 10 exclude
from the definition] property used n the
usiness of the furnishing or sale of
electriz enaryy 1f the rates are oot
subject to regulation that fAixes & rale of
retwsD on investrsent. Prior to the
change, any rste reguiation made
pro mabject thereto {und involved
in the furntahing or sals of sneryy)
public ntility p 3
Th.! puvh':’z . forth !h&.th
rates for o "
slemuking tor purcheses of from
qualttying facilittes are frof one
rate of return on lvestreent As a result,
the Corrutssion bulleves that property
owned by {facilittes should not
be classifiad as public utility property
under section 8{1(6) of the lnternal
Revenue Code of 1954. 1f such property
la not elu&tﬂod st bli;: ‘étli:n"-nn be
property. the qmﬂﬁu acility
eligible to receive te additional
invesuaent tax credit ret owt [n section
(L) of the Energy Tex Act of 1978

The Commission wizshes to ite
opinion on &hummmmm
further yncoursge cogeners
small powsr production by meam of1hie
relemaking process.

“Peh L Ne. B9 BUAC I} L &
Hevember 6. 1970

VAL | o)

“Trenmwy g, § 146-2gAT) T, YO (March

n uw
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§ 202108 Rotes for soles.

Section z10{c) ol PURPA provides st
the rules requiring utilitles 1o eell
electric en to quall facilittey
shall ensure thet the rates for such sales
are just and reasonsbls. in the public
inlo{ut. angd tary against
quallfying cogensrstors or small powey
producers. As noled in the Staff
discussion paper,'* this wection
cantemplaies rates formulated ea the
basia of traditional rsuemaking {/.#. cost
of service] concepts.

Paregrapk (a) provides thet rates for
sales from slectric alilities to qualilying
{acilities shall not be discriminaiory
against such facilities in comparison to
rates to other cusiomers served by the
alectric utility, Peragraph (a) also states
that such rates shal) be fust and
reasonable and in the pebliz interest.

uchate back-up o8 ey mowre
P sa back-up or ¢ powerat a
rete which reflects tha probabiity that
the quallfying facility will or will pot
contribute to the need for atility
capscity and the use of u
capacity.!* Thus. when the utility must
reserve capacity to provide servics to 8
qualifying facility, the casts associntad
with that resetvation are rly
recoverable from the qu% facility
if the wtility would assean costs Lo
non-generating customers. }*

Paragraph (b) provides that eleciric
utilities must pravide 1o
lacilities-any services which be
provided by the sleciric utility 1o s retal)
customer who does not have his own
gederstion.

Normally the determination of an
sppropriais rate 10 & class of customers
Is based o an examingtion of loxd data
reialing to such custenmaers. At this timey,
however. sven thoss ptilitias which bave
good load data existing
custmwmdm b;l'o not load data
regx usege by qualifying
cogegeration and smal] power
praduction lscilities. Until such data s
callecied, the Commission befigves that
raies for sales to gua {aciliting

should ba st least as favorabls as those

evatlable \o oility customers having

comparsbls logd characiasistics or

falling undar similar Josd classifications.
Paragraph (c) euts forth certaln types

requied 1o provias o iuties o

teq )

facilities aven if aych t;pu of service

are not provided to other customen.

These types of sarvice are:

supplementary power, back-tp power,

“Seaft discuesion napwe. aupro. 8t 16-30
* Commany of ELCON fTectnaty Coescmar
Raroyres Cognctl) filed Augunt %, 1975, 81 &
"o of C Power G
Anguel L. 107% gt 3

4

interruptibls power. and maintenance
power. The Commission belleves that
this requirement |a neceesary to
encourage small power productcn and
cogenerstion.

is ur used

Supplemeaniary powser

Wtylntddmm:o lwhiq:hn 4

genarates on Uis own. Thus, a
Cogenaration facility with a capacity of
ten -qtmg:- ni.h:m require five more
megawatts » utllity on a continuing
basie to .n-:‘t.u ;'hceu: load of fifteen
meagawaiis * MogaWRLts
By oo elaciric vty wemd novmety o
provided as mupplementary power.

Back-up power s powsr avallable to
replace powst genarstad by s facility’s
own gensrstion equipment. In the

provided abave, 8 cogensraion
Tacility t contract with an electric
otility tar ihe utility to bave gvalisble
1s0 megawatts, ths cogenerator's
tnits experiznce an outage.

Interroptible power s power supplied
by a utility on o “as svailable” basis.
Because interruptibls power normally te
scld ot & lower rale. a qualifying facslity
may wigh 1o cease operaticus whan
utility power {s interrupted rather than
pay the higher rate necessary to assure
Brm supplementary supplies.

Maintenance power is supplied during
scheduled gutages. By
a utility can agres to provide such
power during periods when the utillty's
aother Joads are low, tbereby svol
the impaeition of large demands oo
e e v o
that rates for salss of back-up or
maintenance power shall nat be based
an the essumption that forced outages or
othar reductions in utput by sach
qualilying facility on an eleciyic ctillty's
systam will occur eimultansously oy on
the assumption thet they will ocerr
during the system peak. Like other
customert. facilities hava
intrsclass diversity. [n sddition. becauss
of the vartations in size and load
requirements ameng various s of
Qualifying facilities. such facitities will
bave inwerclasas diversity.

The effect of such diversity is that an
elactric utiliity supplying back-up or
mainienance powsr 12 q
facilities will not have to plan for
resgrve capacity to serve such facilitias
on the essumption that evary {sdility
will use pawar at the same moment. The
Conunissian believee that grobabilistic
mu'dﬂ'l' of thetr demand will show that
[ ty ae2d not reserve capacity on s
one-lo-ooe basis to mest back-up
requirements. Paragraphs (d}{1) and
{d}(2) prohubit utilities from basing rates
on the unsupported sssumption that
qualitying facilitiss will impoes

demends simullarenusly and gt 51 ster
peak.

Paragraph {d}(3] provides that rates
for sales from an electric utility to a
qualifying facility shall take intg
scacuni the extant W whick & Qualifyeng
facility has coordinated periods of
scheduled naintenance with an electnc
utility, if & qualifying fecitity
coordinates pariods of culege with an
slectric utllity the demand that the
Gualifying facllity imposes on the
utility’s system will no1 crests capactiy
requirements to the same extent that
such § desmand would creats {f the
utllity were required to provide such
service without prior notics.

$ 222107 Simulionsous purchase cnd
sals.

Section 262107 deals with the
situation refarred (o in the Stalf
discussion peper in which a copenerator
or small power producar desires to sell
all of Its outpul to & utllity and purchase
all of its aeeds from thy ytilley
simoltanscusly. As chservad in tie Staf?
discussion paper, snd efBcient ase of
saciety's resources requires that when
there is & need ior additional capecity,
and ¢ wtillty’s cusiomer can conatruct &
Dew Lluu more chaaply than ths utility
can, & should be encouraped 1o do 80."
A gqualifying facility may heve
previcualy used a portion of Its elactric
output to eupply its owd powsr needs.
That it chose to genarats its own alectric

war, rather thap sa such power
g?wm a4 slectric utlity, indicstes thal
there ware sufficien) economic
incentives to 8o act. To permit wuch a
facllity to sell that portion of its slectric
qutpul o the utility a1 the urilivy's
avoided costs and replace that
electricity from the slactriz utility at
noti-ipcremental (and presumably
lower) rates would increase the
purchased powsr costs of the pruchasing
utility and thus would increass Lhe ratss
chargud to the udlity’s other custsmers.
The Commisslon beliaves that it i3 not
necessary to the encoursgsmant of

cogenaration and small power
production thet & ¢ facillty be
permittad to ohlain aveo cost-based

rates for this portion of its electric
ourput. Accordingty, the Comminaion
proposes thet for energy genarated by 2
new fecility or by capacity installed
-!m};;:n of mabt.acc of thess rules,
] facility be permitiad to sell
s output al rates egtsblished under the
section 210(b) of PURPA

am whils sizultapsousty
pwchaaing electic snorgy from a wtility
pursuani to its retail rete schedules.

U Sl dacaiuios pupet. tupre o) 3428
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§ 292108 Costs of interconnsction.

“in

switching. metering,

Paragraph {4} defines

provisions and other costs to &n elactric
atility resyiting rom in'

cpetatio betwees an electric uxlity sad

in comments by
We belirve thal the intarconnection coots

wiich showtd be

sddransed (o the rdes are

those incramststa) conts that ge beyond e
coxl to lhe ymam for 2 normal

E’d&'&m‘u&mm
owilching e *lb:ndu_wdn
:wqdmhﬂwhc:na‘th
CuaiomaT’s pemevetion. Reseghivos mast b

Thus. it ia enly the additionst costa
which result from interconnecied
operation for which the qualifying
{acility is responaible: If the utility
wm«l&1 hava provided retxil servica to
the customer, thoss expenses msy pot
be nusessed aguicst the gualifying

facility mursly because

tacility is

also yupplying power and eneryy. .

however, as a resuli ol the ¢

facility's expont of power, the utility &s
uired @ instal} additional switching,

aafety or other squl

f\:ﬂﬂ \, the qualifying
factlity is respenaible for those

Expenses.

Paragraph {c) provides thet &
qualifying fasility thust retmburae an

a

Compyzry. fed july

emergency. t be required to
m«m-&m«mmmw
the wtility. Sach s
{nterrept

quallfytng
powsrbe antabiished contract.
L e o e sy mowt ot
capacity. s wmust offar
power during system smargescies to the
same extant that i has ngreed ©
provide power at the purchasing utility's
discretion, For sxample, & 30 megawait
ator may require 20 megswatls
for its own industria! purposes, and thus
may centract to provide 10 megawatis of
capacity to the purchasing etility. During
an smergency. the cogenerator must
provide 1he 10 meguwatis coutracied for
fo the wtility: § need not disrupt i
industrial processes by supplying lts full
capability of 30 megawaits. Of cowrse. If
it should 80 dasire. a cogenersior could
contectaally agree to supply tha full 30
Tvgawalts Ssysurts emergencise.

.

The mmumm lddmo;nl bach-
up capecity {ncrease utility
ly’nu reliabilicy. snd should be
acoounted 2:: I:a utiliry's rates for
puchases tos.

Paragraph (M) m:l an eiectine
e oy borg s oo
q & Bysiom
emergency ¥ -3 & parchase would
coatribute o the emargency. In eddition.
during system emerpenciss. 8 qualilvug
facility must be treatad 00 & nOB-
discriminatory bagis=ia.. on the same
basis that other customers of a similar
class with similar load charectaristics
ere trested with regard to interruption in
servics.

$ 22110 Swnderds for opemling
reliability.

Section Z10(n) of PURPA states that
the il uqiﬁ slectric utllition to
buy troms and sell e qualifying fecilitivs
shall include provisions respecting
minimus relisbility of qulﬂyl;?
facilitien (inciuding reliability of such
fecilities during emergencien) and rules
respacting reliabllity of electic energy -
service (0 be avallahle to such facilibes
trom eleciric utilitiss duzing
emargenciss. 8tafls w
iz the dlscusaloa papet
raliablity of mo:uhr qualllying
facility cond thai cvm \acidancs
of qul.l.lytzhdmy rellabillty can be
sccounted price: nemaly, Lbe
lass relisble o might
be. the lesa it be entitled i0
recaive for purchases of its powar by the
utility. Tha majority of comments
received regardiag this issus andorsed
tha Staff’s ua:-hum.
that there be 20 speciBe ....a:?""
relutiog to the raliabllity io the smase of
ability to provide powsr for qualilying
facilities.

Many commsntars have propossd that
the Corumissioa’s rles ansure that
iaterconnection with qualifying lactlitles
does not diarupl system reliabillty. Cue
commentor proposed 1bat qualilyiog
g:;l,mru maﬁ;:umﬁuliy

ulllity Lines upon intertuption or
interfersnce with utilily sarvice, ar upoa
the Dow of axcessive cwrrent between
the utility system and the nen-utllity

gensraloe. ™

thn ln‘t!ho Cn(::;nlumnln uynderstanding
at safely @ mun? axists which tan

snaure th'zt qu.ﬂ.mu facilities do not

energize nillity linas during utility

outages. This section &

ceordingty
g:widn that sny gualifying facility may
subject to ressonabls standasds 1o
ezaure system safaty snd relabillty in

= smments of Tiasls Yoww Coxpery. Mud
Avgust 1L 1P



interconnectad opu!.l;odﬁ. Each s:::
regulatory aythocity aoareguls
electric otility la permitted 10 sstablish
standards for interconnecisd operaticon
betwren slectric utilities and qualifying
facilities. Thaos standards may be

by & utitity or any cther
ccuupz:;;hy “b;owln
& a sisirment
the need for the standard ou the basis of
systam eafety and operating
tequirements.

Subpeart €

cogenaration and small
production by
concarned the ngture
implement the Coammission's rules under
section 210.

In the Commission's view, section
210{f} afiords ths Siate reguiatory
suthorities end nonsegulated slectric
utilities grest latitude in

manner of implementation of ths
Commission’s rules so as the

power
to all
the tiom 0

that many States end individual

tory circumstances
vary frora State to State and utility to
utility. I la within this broad lattude,
and with the re Uen of the work
airrady begun end of the varisty of local
conditions that the Commission
propeses to lia regulations
requiring implamantation of niles iasued
under ssciion 210

Because of the Commiszion’s desire
aat to creats unnecetsary burdens at the
State [avel. thess proposed rulss provide
a procedure whereby a Stats regulstory
authority or nonregulated slsetric utility
may apply for a waiver f it can
demonstrase that compliance with
certaln requirements of Subrpart A 1s not
hecssaary to encourage copgensration
or small power production end i pot
otherwise required under section 210

Implementation

Section 2161} of PURPA requires that
within one year afier the date that this
Commiaslon prescribes its rules cnder
subsection (a}, and within one yaar of
the dats any of these rules Is revised,
sach Siate regulatory autharity and each
nonregulsted slectric utility, after notica
ang opportuaity for besring must

implemest the rules or revisions thereof,
a3 the case may be.
‘The oblig

B.or Cof Title 1o the a s Siate
mmmmw

revigw of sny action taken to impilemaent
mm&mmnumm

implemoni
123{0}2) of PLURPA reatates the
requirements of section 123(cH1) a2 they
spply to Fedaral agencies. This
distincdon betwaeen Federal agencies
and pon-Fedara! agencies also applies to
review snd enforcement of the
implementation of the rules under
section A0
Finaliy, the Commiselon bellsves that
revisw and exforcement of
lemexntation under secticn 210 of
A.mmdctnolonl&:fnwm
lndcnfmmt?:ﬂuwm m:.gulc
regulatory au ty or nonreguls
cltcuicaul.t:iyhnmdmd Ihc’lnmal
implamentstion properiy-—namely pu
Into effact regulations implemanting
section 220 rules or procedures for that
lmplamm;on.aﬂnm&;mdahn
opportunity fur s bearing it can alse
consist of review and safcroeinent with

FPSC Docket No 941101-EQ
OCLPasco Witmess: SHANKER
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repard to the applicauon by n State
rugulatory authorily of nonregulated
elactric utility, an & case-bv-cass basis.
of its roguiations or any other provision
(I may have edopted 0 implement the
Commission’'s rules undet section 220,
Sectien ANNZNA) of FURPA etates
that the Compsiseion may enforce
rogulations under section 210(f). The
Coagreee has provided oot caly for
peivate cauaes of action in Siate courts
to cbtaia judicial review snd
suforcement of the implementation of
the Comumisslon’s rules under section
210, bot has aleo given to the
Commission that authority.

$202301 Implemantotion by Siose
reyulatory authorities and nonreguicted
atilitian

Paragrepd {a) of § 232301 sets [orth
the chligation of sach State regulatory
euthority (o commence implementastion
of Subpart A within ons year of Lhe data
these rulse take effact. In complying
with this peragrapd he Stele reguletory .
nthca::m prubll for
satice opportunity for c
bearing. As deecribed o the summary of
this part. such mplementatian mey
conaim of the edaption of the
Commisgim’s rules.
resclve disgates between
{acitities and slectric utilities arising
reasoaably devigand o implemat
tuasonably to t
Subpan A

This section does not cover ons
provisian of Subpart A which is not
lemgntsd by tha Siate

Subsection (b) ests {orth the
cbligstion of sach nonregulsted slectric
utility to commence, afier notics end
opportunity for publlc baaring,
isplsmantation af Subpart A. The
ot ted alectric gtilities.

regulstions, an undertaking to comply
with Bubpast A, or any other action
mh!y dnl]mdh I ;o Imptlwmml that
c) sets .
PePorine requinaent uadet which each
Stats mlhw:ilﬂmd
nalw‘gll:d c utility is to file
with (he Commission not latar than one
yuud\athmm‘i;:uhoﬂgzh
describing the manner in which it
gmmwtmyhﬂmw}\.
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§ 202302 Implememigtion of reporting
oDiactives.

The obligation 1o comply with
£ 292.103 is im directly on slectric
utiloes. This is different from the rest of
Subpart A where the obligation lo aci is
imposed on the State regulatory
authority or nonregulated electric utility
tn 113 role as regulator, The Commission
is exercising its authority under section
133 of PURPA to requirs this reporting.

Any electric utility which {alls 1o
comply with the requirements of
$ 292.103{b) [» subject to the same
penalties as it might receive as » result
of & failure to comply with the
requiremaents of the Commission’s
regulations {ssued under section 133 of
PURPA_ As stated saclisr in this
praamble. the data required by § 282103
will form the basls for the rates for
purchases: § 282103 i3 thus s critical
eizment in the program this Commission
s providing. The Commission belisves
that. with regard to uilities subject to
seclion 123 of PURPA. the Commission
tnay exercise its authyrity nader sectioa
133 o requice the data reguired by
§ 202.102[b} on the basis that ibe
Commission finds such info:mation
necessary to atiow determination of the
costs associated with electric
services. With regard to utilities nol
subject to secticn 133, If they fail to
provide tha data calied forin
§ 292.303]c). the Cormmission msy
compel its production under the Federal
Power Act and other suatutas which give
the Cammigsion suthority 10 eequire
reparting of this data.

§ 292303 Waivers

Paragraph (a) provides for a
procedurs by whick anry Stats regulstory
autharity or oonregulated slectric utility
may apply for & waiver from the
applicatron of any of the regquitsments of
Subpart A othes than § 292.103. This
provision |s included in recognition of
the need for the Commission to aiford
Aexibility to the States and
nonregulated utillties to expleenent the
Commission’s rylas undar saction 210.

Pacagraph (b} providaa that any
electnie vuility subject to the
requirements of § 242.103(¢) may spply
16 the Commisaion {or & waiver from the
application of such requirements. This
provision ls included 1o aford to the
Commission flexibliity to enforce the
obligations of § 292.103{c) so Lhat i may
consider the burden which may be
placed on the wiilly by application of
this section.

FPSC Docket No 941 106-EQ
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81202

Subport D—Exemption of Qualifying
Smoll Powsr Production and
Cogeneration Facilities From Certain
Fedaral! and Stots Laws and Reguloirons

§ 22901 Exemptions for qualifying
facilities from the Federul Power Act.

Section 210{s) of PURPA slales that
the Comnisaion shall prescribe rules
under which qualifying facllities are

from tha Fedaral Power
Public Utility Holding
Act of 1933, from Stats laws

power

discussion papar, the Congress

the Commission to maks libsral use of

its exemption authority in order to

remove the disincantive of utility-type
tion. The Cammission belisves

that broad ua’lrﬁon lna ts.
Section 210{e}2) of Him?;ﬁn.ﬂdn

that the Comumission is not authorised to
axampt weall powsy production
facilities of 30 Lo 80 megawatl capacity
from any of these laws. An excaption is
made far samall powsr production
facilities using biomass. Buch {actiitles
bnwmwmdwmnmm may be
sxsmpted from the Public Ullity
Holding Company Act of 1835 and from
State regulations but msy not be
from ihe Federal Power Act.
Paragraph (s} sats forth those
factlities @ for examptian,
Parsgraph (b) providas that facilitiss
described in gh (8) shall be
but cettain specified
ssctions of the Federa! Powsr Act.
Saction 210(e)(3)(C) of PURPA
sq that n0 q cility may
exerrpted fram any license ar permit
requirement under Part | of the Federal
Powaer Act. Accordingly. the
Commission proposss aot to exempt
gualifying facilities ftom Part ] of the
Federal Powsr AcL The Commission
recently issusd simpliied procedures for
obiaining water power licanses for
hydrosieciric projects of 1.5 megawatis
or less, and hes tasued proposse
regulations {0 expedits licansing of
existing facilities.®
As ooted [ the discuseion papet.
tors end amall power
preduction factiities could be the subject
of an order under section 203(c) of the
Feders] Power Act reguiring them to

# Soo Order Na. 11. Bplified Pracedures lor
Conain Warar Powsr Licetises. Dochet No. TS0,
waund Septamber 6, 1970, and Agpiicsios (o
Licsnss Lox Majr Progor~Eustng Dem. Dechn
o RMTB-30. &4 FR. 20088 {AprU 30, 19791

provide snergy if the Economic
Regulatory Admimstration delermines
that en eme cy siluation exists
Because application of this sect:on s
imited 10 smargency situstions and s
not sffected by the fact the a faciliry
atains quallfying status or engages o
interchanges with an electric utility, the
Commission proposas that qualifying
facilities oot be exempted from seclion
202(¢) of the Act.

Sections 203, 208, 205. 208. 208. 301.
902 and 304 of tha Act ryflect traditiona!
rals regulation or regulstion of securities
of public l:htillm The Co;a:lmb.
propases that gualifying facilities
exgmpted from Lhess sactions of the
Federal Powse AcL

Sacticn 305{c) of the Act imposas
certain reporting requirements on
interiocking directorstes. The
Commission proposss that any person
who otherwies is requred 1o fils »
regarding interlocking positions not
examptad from such requirement
beczuss he o2 the is ulso a dimector or
officer of & qua! facility.

Finally. the enforcussern provisiona of
Pant I will continos to aplgljy with
respect 1o the sections of the Fedaral
Powar Act from which gualifying
facilities ars nct axempt

§ 202402 Exemptions for qua!lfy?
facilities from tha Public Uility Helding
Company Act and Cartoin Stata Laws
and Ragulations.

ODUndtr .i;nmn 210(¢) of PURPA the
mmission can exempt qualifying
facilities from tton cnder the
Public Utllity Company Act of
18335 and Siats laws end regulstions
wnurn!gg rates or Hoancisl doa
organizations. copensra
fecillties and » power production
Iacilities of 30 megawatts or lesa may be
e eaoeption et ey quabilying small
excaption that sny g fma
power production {acllity (La. up to 80
megawatts) using blomass &s & primary
energy source can be exempied from
these laws.

The Staf! discussion paper
recommended thal, whers a qualifying
facility is om;%to more m't!
regulation o companles sol
by reason of the fact that illlq-plln
the production of slectric eneryy, these
more stringent requiretments ehould be
sased through exemption of qualifying
{acilities. By excludiag any Tullfyiu
{acility from the daflnition of an
“electric utllity company” undet ssction
7% {b](3} of the Public Utility Holding
Company Act of 1938, such facilities
would be remaved from Publlc Utility
Holding Company Act reglation which
1o spplied exclusively Lo slectric utility
companigs. Moreover. by axcluding



qualitying facilities from this dellnition
parent companies of qualifying facilities
would not be subject 1o additional
regulaion as & resuit of electric
acuvities of their subsidiaries. The
Commission therefors balizves hat in

order to cogenaration aad
small pcv%m it is pecessary
Public Utility Holding Comtpany Act of
1938,

Accordingly. paragraph (b) states tha?
no qualilying faciiity shall be considered
to be an “electric utility , &8
defined Ln section 79 (b)X3) of the Public
Utllity Holding y Act of 1908

Section 210{e} of PURPA atates that
qua [acilities which msy be
exempted from the Public Utility
Helding Company Act msy also be
:::u]mpud from Stats ln‘;v: end

ations rewpecting rates or

rerpecting the financtal or organizstion
regulstion of electric vtilities. The Staff
discussion psper sata forth two
approaches to be lakex to exemption
from State law. One would be to
analyze the 1aws of sach State and
apply the exemptions citing specific
sections of State law and regulations,
The second approach discussed would
be to maks s broad proseription from
Siate laws and regulations which would
condlict with the State’s implementation
;f the Commission’s rules under section

10.

All of the comments raceived
recommended the broader approach.
The Commission believas that such
broad exemption is necessary to
m:‘?ms” cogensration ¢r sinall pew:;
production. Accordingly, subparagra
{c}(1} provides that any g:dl!yln:
facility shali be exsmpt from Stata lawe
and reguistions tespetiing rates for
sales of elaciric energy 1o eleciric
utiliies. and from Ginancial and
organizstional regulation ¢f eleciric
utilihes.

Subpsrageaph (c)(2) provides that,
upen requast of a Sute regulatory
authority a nonregulated slectnc uttllty,
the Commission may limit the
applicability of the gtbld exemptlion
from the Siale laws. This provision is
iniended to add Nexibility 1o the
exrmplion.

The Commission percaives that there
may be instances in which a qualifying
factitty would wish 1o have an
inierpretation of whether or nol it is
subject to & particular Stale Jaw in order
tc remove any wacsriginty. Under
subpsragraph (c){2). the Commission
may delermine whather ¢ qualifying
lacility ta exempt from & particular State
law of regulstion.

Writen Commanis and Public Hearings

Interestad persons are isvilad to
submit written cosnnants on the

miss
implementing sections 201 and 210 of
PURPA ts avalisble in the Commlasion’e
Offica of Public Information. As stated
in the Request for Purther Comment an
Propossd

response o thosa documents are being
mede part of the record and will be
consl in the determination of the
final ruls in this ding.

Fifiean (13} coples should be
submitted. All commnts snd related
information received by the Commission
by December 1. 1878, will be considzred
pricr 1o the pramulgetion of final
reguletions.

Is addition. the Commission will
conduct public hesrings in several citias
st which inierested pecsons will have
the apportunity to presant their views.
Places. dates and times will be
announcsd shostly.

(Public Utllity Repulatary Policles Act of
1978, Pub. 1. 96-817, Energy Supply and
Environmenta) Coordination Ack 13 US.C
91 of seg.. Fadersl Powes Act, 25 amanded.
1B USC 782 2f s0g. eni of Rnargy
Organiastion Act Pub. L so-e1 E.0. L0080
42 FR 3)

FPSC Docket No. 941101-EQ
OCL/Pasco Witness: SHANKER
Exhibit No. __, (RIS-4)

Page 13 of 16

Fedeta] Reglister / Vol. 44. No. 207 / Wednesday. Octaber 24. 1978 / Proposed Rules

in consideration of the faregoing 1t 38
proposed o amend Chapter | of Title 18
Co::af Federa) Regulationa. as sel forih
below.

By direction af the Commusasion.
Kaaseth ¥. Plmmh,
Secrstary

{1) Subchapter K i3 smended in Lhe
table of contents by deleting the title {or
Part 222 and substituting ihe following
in lieu thereck

{2) Subchapter K is turther amended
in the table of contents to Part 282 and
in the text of the regulations by changing
the Uile to Past 292 and by adding new
Subparts A C, and D to read as followe -

PART 292--REQULATION OF SMALL

2101 Scope.

2 Definitions

222103 Availsbility of Hhectric Utility
Systera Cost Deta

I 104 Electric Utility Obligations Under
This Subpart.

262105 Rates [or Parchases

292100 Rates [or Sales.

[21107  Simultanecus Perchass and Sale.

2108 gnua of [ntercommaction.

202108 System Emesgencien.

292110 Standerds for Operullng Reliability.

Sulpart C—implementaiien

292301 Implementation by State Regulatory
Aulboritias and Notusgruisied Elsciric
Uulines.

2232 Implemeniation of Reporiing
Objecuives.

202303 Waiver,

Subpast D—{Exewption of Quslityng Smes

Powse Produciien Fesliiies arw

Copenermion Fealltios Pram Cortain

Fedaral and 52000 Laws el Regriatiorn

2926  Exemptions (or Qualifying Fecilities
mmrmzwm Pacil

bmnaﬂm acilitins

from the Pubilic Utllity lzg Company
Act and Carain State Laws end
Regulstions

Audhority: This part issued undar ihe Public
Utility Regulaiory Polices Aot of 1978 Pub. L
w417, 8y and Eavironmenial
Coordination Act. 28 US.C. 781 o1 sayq.
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Federa] Pewer Act. 82 smended. 1§ US.C. T2
e? s2q.. Deparonss! of Reergy Ovganization
Act Pub. L 8-91. B.O. 22000 @ MR 40200.

Subpert Detwean
m-‘ﬂ-ﬂm
Prosustion Fecllitios Under Sonlion
210 of the Publis Uty Regaiatery
Polisies Ast of 1979

192 Beepe

(s). Applicabdility. This subpart
spplies to the regulation of sales and
pnrchmohlachicmnd
upcmyu and emalt
cogeneration
p{mmmuuuﬁ:;n
ufb].N.‘qoa‘aMmluarmm
in this sul

which would otherwisa be tequired by
this subpar or

(2) AHects the valldity of any contract
entersd into Detween &
facilily and an elsetric uttlity.

§ 392182 Oafniigng.

(a) Generul rule. Tertma defined in the
Public Utility Ragulatary Policles Act of
1m&UﬁPA}Mh:;muﬂ
mes 0F PUTDOses as
have undrer PURPA, unisss fisther pan as thay
defined i this pert.

{b) De tione: For purpases of this

part:
{1) "Qualifytng {acility” means s
corg;nmuon fecility or a anall power
production facllity which s o quallfying
facility under § 202908 of the
Commission’d regulations
(2] “Purchasa” meany the prarchase of
slectric energy or capacity from s
quall frcdlity brcn sctrie atility;
13) w&ul;dds:?u:
enetgy of c4| &n electric
o8 quallfym.!aglur v
[4) "System suargency” mesns »
condition an e uttlity’s system which s
tikely to result in ol service 1o
o ummbtnrhc customars or is
ikely 10 sndanger lifs or property
{3) "Rata” mmmmm
charge. or classification
demanded. cbesrved ar naivcd with
respect 10 Lhe sale or purchase of
electric snergy or capscity. ounyruh
regulstion, oF respecting an:
such rats. chargs, or clesslflcation. uxd
Dirchass of siommis anergy o capoci
p ase 0 cem:wm- 1y,
{8]) “Avolded costs™ maana the costs
10 the sisctric utility of slectric energy or
capacity or both which. but for the

purchase from sach cogenerator or emall
power producer. sach utility would
mmﬂwnﬁau&um&n

jn. _d“n

L= T T
(e) ty. (1} Except a3

e Ly

nhaﬂcwbyud-:ﬂlfyh
mﬂ thas resale excpeded 500
kﬂuutt-hmquuy
calendar year after December
31. 1873, and belove the immedlatsly
calendar yeas,
@) uﬂll.hmmma
slectric pusposss other than
mdoo!huﬁnmwhukﬂvwm-

%u%&_humm

!'U-
shat] not be to tha provisions of
m-m ane 30. 1962,

(b) General Not latar than June
30, 1980, and svery two ysars thereafiar,
each reguisted slectric utility to whkich
this section applies shall provide to its
Stata mhm autharily, and ahall

Mwhﬂc inspection, and sach
uouuula slectric utility to which

hllr.' uupucuou. tbl {ollowing data:
tl] The estimated svoided cosi of
snergy on the electric utility's system for
various levels of purchases from
qualifying fscilitiss. Sach levels of
purchases shail be etatad in blocks of
ons hundred magewatts or lasa for
systss with peak demand of 1000
megawatls or mere, and in blocks
wivalent to nat more than ten percent
:?!hc system peak damand, {of systems
of leas thag 1000 megawatts. The
avoldad coats shall b stated oo & cents
per kilowatt-hour basis. during daily and
seasanal peak and off-psak periods. by
year, for the immediataly preceding

at. and on an sstimated cents per

owati-hour basis for the current
calendar ysar and sach of the fext &

1 11s 3]
Y {2} The alectric utllity's plan and
schedule for the addition of capacity. for
purchases of firm energy and capacity.
and for capecity mtirements for esch of
the next 10 yeary; and

{3) The sstimatad costs a{ completion,
on tha bas!s of dollars per kitowasy. of
the planned capacity additions and
planned firm purchases. Thess conts
stould be expressed in 1erma of
ind.lvidual ganerating units and by

[c) Sp«:ialm Esch electric utility
(other lhn:(;;:y dnczrlc utility to which
parsgrap applies) shall, upen
requast of a i facillty, provide

sufficient data to enable euch qualifving
(acility to dererming the electnic utility's
avoided costs for any period described
in A ) l{ln);::hch lfllctrlc
~utllity to provide information
the tadill

(a) Gbligation to Purchase fram

th’ Factiities. Excapt during
perioda tifled in § m.lm{tl. 2ach
slectric ntility shall

.mmm with § 282.108 sny upactty
which is mada available either
dim:!ly the qualifying facility or

eleciric utili

(b) Obligotion to Selt to Quall] im
Focilitiss. Each alectric ytility shall ssl
to any qualifying facility snergy and
capacity requesiead by such
facility in scoordance with § 282.108.

{¢) Obligation to intarconnect Any
slactric utility shall raeke =il
mhummccﬁun;. with any qualifying

ty 88 m-y
sccompliah pu-chases m‘“lﬂn under
this s Ths obligatices foe the cost
of any such interconnection shall be
('hummcd in accordance with

282100

(d} Trenamission of Purchoses ta  wy,
Ozhcr Electric Utilitiss. U a g

agrees. an slactric utility
wcul otherwisa be obligated h:;n
purchass capacity or energy such
qualifying facili m tranemit the
enargy 10 aby 0 c utility. Any
etectric utility b whi:h such eneryy is
transmitted ahall purchase such eneryy
undar this subpart as Uf such qunli!yln‘
facility ware scpplying energy and
capacity directly to such slactric utility.
Tha cont of :r;.nsm!uhn d;:gubo
assigned Lo mulu‘yln&
purvuant to § 292.108 of these rules. The
rate [or purchase by the sleciric gtility
1o which such snergy is transmitted
shall be adjusted W reflect lins losses
pursuant to § 282.105{d){3).

{a) Parclie! Operation. Each elecuric
utillty shall offer to oparaie in parallel
with & quallfying facility, provided that
the gua {acility complies with any
relevant standards established pursuant
to § 292110,

§ 202108 Astes fer purchumpey.

{a) Rates for Purchases. Rates for
purchases of energy and capacity bom
any qua fuctlity:

1) be just 204 ressonable to the
electric conaumer of the eteciric uulity
end in the public (nixrest,
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{2) Shall ot dw.:rlnin:::‘l againgt
qualifying cogeneralon soall powsr
production fscilities; and

{3) Shall not exceed (he avoided costy
of such 8 purchase. Thers s a rebuitable
pfnan‘:ﬁlon that the rats for purchases
meets the requiremants of thls
paragraph [f Lha rate reflects the
avoided costs resulting from such
purchase us determined oo the basie of
ihe cost of energy and capacity ee! forth
pursuant (o § 282.103(b) or {c).

(b) Tariffs for Purchoses From
Focilities of Ten Kilowotts or Less. Eack
electric utility. upon a
quaiifying facility, oatablish a tartlf
or othar method for setting forth
standard rates far from
quali facilities with & design
capacity of 20 kilowstts or less.

{¢) Purchosss “As sznmm”ar
Purspant o o forceable
Obligation. A facility shall
have (ba optiaa eithar Lo provida energy
or capacity o an slectric utilitye

{1) As the gualifying facility
detsrmines such evergy or capacily to
be avallable for such &u‘chuu. in
which cese Lthe rates {or such purchases
ey ba based on the purchasing utility’s
avoided energy costs, or

(2} Pursuant to a legally enforceable
obligation for the delivery of energy or
capacity at & furure date, in which case
the rates for purchises may be based on
estimates of future avoided costs of
energy or capadity.

[d) Factors Affecting Rotes For
Furchasss 1n implementing the
pravisions of this subpart, & State
regulatory authority {with reapect to any
electric utillty over which it has
ratemaking autharity} or sonregulsted
electric utility shall consider with regasd
to egtes {or purchases the following
faciors:

(1) Tha availadility of capsdcity from 8
qugﬂfyins ll;:il!tykdutm .”i::clm daily
&NG 1SIONS; pcr(oda. udh”—-

{!) The lbﬂip':f the utility to dispatch
the u‘l‘“yiﬂ' wefli "

liﬂ The qul!ify‘lu;’;tcilily‘n ability and
willingness 1o provide snergy of
capacity during system smergencies;

{ill) The length. fregquency, and
scheduling flaxibility of scheduled
maintenance by the qualifying tacility:

{1v) The expscted or demonatrated
relisbility of the qualifying facility: and

v} The lengih of any cantract term
between the elactric nlility and the
quatitying {acility and iis \ermination
nohice requiremeats or the isngh of any
legally enforceabls abiigslon lo provide
energy or capacily undanaken by the
quabifving [ecility:

(2} The relationsbip of & ar
capacity from a qualifylng facillty to sn
electric udlity's capacity and snergy

.

needs aa axprassad Lo § 2602.100.
{ncluding:

{1) The sbiity of (s elsctric utility to
Pl b e MY

[~ tions. a8 &

result of the mq individually or
tn the spgregets from
facilities: and

{U} Ths smaller capacity Increaments
and the shorter lead times avatlable
with additions of capacity from

or purchased an equivalent amounl of

electric .

(e) hdw Purchases
Not Asquired An utility will sot
:d pach bd-iu pariod

ca
identified 3&- u&um

suthority having over the

coats greater thove which the udlity
w incur if it did not make such

§ 202,100 Rates for asten.

the alectric utility. Rates for sales shall
be just and reasonable end in the public

interest

[b) Each alectric uiility skall provide
slectric snergy and upadg d..ﬁd otbar
servises W any gualtying ty.sls
rate at lesat as favorable as would be

rovided to # Customer who does not

ve his gwn gensration. Tha costs of
tntmmut'inn shall :; t;::ipod
puwsuant 1o § 2902108 .

(c) Additional Services to t]}nmdcd
by Quolifying Focililies. Each slectric
utility shail de 10 any qualifying
facility the following types of servics,
ovan i such fypes of service arv not
provided io other retall customers:

ey

“up power;

(3) [nterruptible power:. and

{4) Maintsnancs power.

{d) Retes for Sclas of Bach-Up and
Maintenance Power. The rata for sales
of back-up powsr or maintenance

WD

{1} 8hall not be based upon &n
auum&t:on {unless supporind by Jaciual
data] thet forced outages or other
teducticna in electric output by all
qualifying facilities on an elsctric

utility's system will occur
simultsneously:

{2) Skalil nol be based upen an
assumption {unless aupported by factu.
data} thet forced outages ot olher
reductions in alectric cutpu! by al}
quallfying Iacliities will occur dunng the
systss paak: and

(3} Shall take Into a,c:(::mmr I the extent
to which s qualifying (acility has
coordinated periods of scheduied
matatenance with such electric utility

::um Bluanecus Srulees or

A gualilying facility eball be permitied
(o receive ratas eswablished pursuant 10
§ 292.105{¢) for \he slectric enstgy snd
capacity generated by the lacilily. while
simultaneously buying and
capacity from such utility {or use Ln the
facility at retes sstablished in
accocdance with § 282.108(s). to the
axten! that such purchases are produced
by capacity \ba coastruction of which
was commenced after the date of
Issuanca of this parL

1 292.108 Caste of imtaresrmection

{a) Definition. Fer purposas of this
subpart. “intarcoansaclion costs™ mesny
ths coste of connection. ewitching.
zalaring, transmission safety
provisions and other costs Incurred by
ths utility Feasonably resulting trom
Interconneciad eperation betwesn an
eiectric ulllity acd a quallfytng (acility.

(b) Reimburvement for
Interconnection Cosis for Purchases.
oy siperic oty which pirchases
any electric ty w se9
capacity or ensegy from such
facility for any interconnection costs.
Ttg:; ;ntl are lhullodut?l thoes cosle
w. s purchasing utility would incur
{f 1t did not make such purchases but
instead getternted an equivelent amoum)
of electric energy lisslf or purchased sn
equivalent amount of slectric energy
from other sources.

{c) Raimbursement for
Interconnection Casis for Sales. Each
qualifying lacﬂi‘zlmt reimburse any
elactric vtillty which setls upad?v ot
energy 10 such qualifying facility (ar any
interconnection costs. The
spportianment of lnlerconmection costs
between such qualifying lacitity and
piectric ytility gnder this paragraph shall
nol discriminale sgainst any quslifying
facility in comparison to any other
cusiomsry served by the electric utlility.

1232108 System ermerpenciss.

(w) Quolifying facility cbligatian to
provide power during systam
emergencies. A qualifying tacility ahal}
be required to provids energy or
capacity to an alectric uillity during a
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sysiem emergency only (o the extent
provided by sgreemant between such
qualifying fscility and slecwic utllity ot
to tha exlent ordersd undsr sectian
202{c) of the Federal Power AcL

(b) Discantinuance dhu:hqnad
Sairs During Systam Emergenciss.
During Eay Byitom SMETPEDCY. AR
elactric utility may discontinum=—

(1) Purchases from & facitity
u-mmmwﬁcﬁww
such emargency; and

(2) Sales 10 & qualifying facility,
provided that such discoatinuance ls on
a sondiscriminatory basis.
$ 253190 Standards v oparaiing
relighiiy.

Any qualilying facility may be subject
10 reasonsbie standerds to e
system safsty and reliabilivy in
interconnscted operstions. Sech
standards urlf” be W by any
electric utility. ot by any other parson.
Each Stats regulatory autharity [with
e e temasio sty ey
it has re a ty) or axy
nonregulsted alectric ulility may
establish such standards as It
determines necassary to cxrry out the
purposes of this section Such standards
raust be atcompanied by e siatement
sentiny forth the need for such standards
on the besis of system safety and
reliability requirements.

Subpert C-implemartation

§ 292301 implameniatan by Seate
reguisiory avtiverilies and navwrbguinted
sisctric uiilies.

{a) Stote Regulotory Authorities. Not
ta{;er than c;:ﬂs. year thess r&lﬂ: take
effect. ea tate reguls au! ty
shall. after ootice and mmoppmwry tor
public hearing commance
uaplementation of Subpart A (other than
$ 282100 thereof). Such implementation
may consist of the issuance aof
regulatons; an undertaking to resclve
disputes between qualifying tacilities
and slectric utilittes arising imder
Subpart A or any cther sction
ceasonably designed to tmplement such
subgpart (8ther than § 202903 tharsaf).

(b} Nenregulated Electric Utilities
ot Jster than one year alter these rules
take sffect, each nonregulated electric
utility shell. afier notice and an
opporiunity for public be:
commence 1mplemantation .gz:gnn A
{olher than § 292.103 thereof).
implementstion msy consist of (s
1ssuance of regulstions. an wndertaking

10 comply with Subpen A. or any other
action reescnably designed to
implement such gubpart {other than

§ 3321 thersof).
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{c) Reporting Requirement Not later
than one year after these rulsy tzke
efect, aech State regulatory acthon
and nonsegulated electric utility

ax2.100(b ba subject lo the
Sonsiion t waich | my bw eupechd

ol ln’ C':nd:

ts o on's
regalations iseuad under sechon 13 of
PURPA.

$282.309 Wuhvers

(n) State atosy outhority and
um—nrnh:lud!ﬂhy waivers. Any Stete

regulalory authority or non-regulsted
electric otility may apply for a walver
trom the epplicstion of any of the
requirementa of Sabpart A (othas than
§ 292.100 tharec).

(b) Electric utility watver. Any
electric udlity may apply for a waiver
from the & tion of any of the
requirements of § 202.10%(c}).

of Subpan A o¢
| 252108, as the case may ba, is not
uemw cogensration
and powes on and s aot
othaywise required under section 710 of
PURPA.

Subpart Cualifytng
Sevall Power Preduction Faclllies and
Faclities From Coertain

) 252401 Exemptions for qualitytng
taatition from B Fodarsl Puwar AL

(=) Applicability. This secticr appliss
to:

(;J Qualifying cogeneration facilities.
an

(2) Qualifying smali power production
faciliden which have a powsr
production capagity which does not
exceed 30 megawsits,

(b) General Rule. Any qualifying
facility descxibed in paragraph (a] shad
be exempt from all secticna of the
Fedaral Power Act. except—

{1) Sections 1-30:

{2) Section 202(c)k

{3) Section 308{c}: and

{4) Any cecessary enforcement

of Part Il with regurd to the
oxctiony Listed in (1), (2) and (3).

() Applicobility. This section spplies
1o any qnll&.: facility described in
§ a2 e01(a) lohc;g qu;ilguu smal!
powss production ty & power
production capacity over J0 megawatis

if such [acility produces electric energy
solely by the use of biomass as a

p enargy sourcs.
“(‘:;ZCMM from the Public Utility
Holding Coampeny Act of 1833, Axy
{acility described in
(») shall not be considered to
an “electric utility company” es
defirned In section 73} of the Public
Uuitity Holding Company Act of 1538,
{c) Examption frooy Cartain Statw
Laws and Reguiotions.
(1} Amy facility shall be
exempted State laws and

regulstions respeciing:
(1) Tha rates for sales of electric

regulation of electric utilities.

(2) Upou regusst of a Swuits regulatory
suthorily or aonregulated electric utility,
the Comsmitsion may consider avy
limitéton of the application of
subparagrapk {1},

{3} Upoo reGuast of any persan, he
Cemmission may dslarmine wﬂ- .
qualifying fadlity Is exsmpl a
particular Sunis law or regulation.

"R Duc. PO Piond 9-00-70 B6h um}
LN CORE 400-41-00

10 CFR Part 293
[Doshet Ma. RMTI-84)

Small Power Proguction end
Coganarsiten—Ihaifying Status;
Roquast for Further Comments on
Prepossd Rulamaking

October 18, 1973,
AGSNCY: Federal Enargy Regulatory

Commiasian.

ACTIONR \ for Furthar Comments
on Prvpmmhu

Samany: The proposed rules sel forth
the procedure under which small power
production lacilities and cogeneration
facilities may be cartified as qualifying
facilitias pursuant to section 2 of the
Public Utllity atory Polcles Act of
1978 (PURPA). rules are being
renoticed o that 1he Commiseion may
eliclt commant oo the prellmioary
Bavironmental Asssssmant of the
combined snvironments) rifects of these
rules and its companion rulemaking.
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nesd be made. The commenter dissgrees with this proposition. It
states that if the time of purchase cannot be recorded it should
be assumed that all utility purchases ere mede off-pesk. In this
vay the qualiftying facility, not the utility's cther custoamers,
would bear the consequences of uncertainty. 24%/

Deczeased Revenues. One commenter states that the rules
regarding rates for purchases should perait consideration of
decrease in revenus to the utility as a result of convecrsion by
full requirement customers to self-generstion without simultanecus
cost reduction which would result in incressed charges to other
customers in order to recover fixed and administrative costs.

The commenter recommends that a nev section 292.105{d){4) be added
to permit considezation of "the effect of revenue detrimentl as &
result of the conversion of full requirement customers to either
cogeneration or small power production which are greater than

simultanecus cost reduction.® 250/

§ 292.105{«) Periods During Which Purchases Not Required.

Seversl commenters whe address this subsection state that the
provision is unnecessary. It is pointed out that the Commission's
regulations which tie the price of energy sold by qualifying facili-
ties to the utility's avoided cost will require the qualifying

243/ Commonwealth Edison, et al.

250/ Arizona Public Service.
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facility to pay the utility for accepting its energy output. Such
s situation will make the facility reluctent to supply the utility.
Por example, tvwo commenters point out that the Commission's regula-
tions require that tha gualifying facility pay & negative avoided
cost if these, in fact, are incurred by the utility. 231/ Another
commenter notes that this provision can be eliminated by the proper
application of avoided cost and negative avoided cost and should,
thersfore, be eliminated. 253/ Another agrees thet because of the
negative avoided cost, § 292.105(e) is unnecessary. 233/

Sose commenters £eel that the section is vague, permitting
utility great lag}talc in determining when purchases are not
required. One commenter states that the negative avoided costs
formula should orly bde permitted to the extent that the utility
can desonstrate that it took into account currently svailable
or projected qualifying facility output in its systes planning
before proceeding with the construction of its excess baseload
capacity. 254/ Others aaintain thaet utiities should only be

pesmitted to cease purchase obligations when these conditions

1T, Energy Consumers of Mew Mexico, Inc.

Energy Law Institute.

NN
w {1

New York State EZnergy Office.

Lot d
L]
.

Institute for Local Self-Reliance.
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are actuslly shown to exist. 253/ Two commenters state that
utilities ahould not be able to use this saction if they have
constructed new capacity in the face of declining demand. 23§/
One commenter recoumends that an individual state should be per-
mitted the flexibility to allow qualifying facilities to continue
in operation for an extended time period so long as the overall
rates charged are economical on an aversge basis. 257/ One
commenter siaply states that the Commission should more clesrly
define which costs are to be considered in deteraing whether the
utility would incur greater costs by purchasing such energy. 238/
from the utilities' standpoint, one commenter points that
it is Aifficult to identify in sdvance periods during which
vtilities can avoid purchases. Another notes that reducing
generation from facilities to allow for purchases from a quali-
fying facility could require the taking of the facilities coal-
fired generation out of service. This could zequire the use of
pore oil to restart the generator and for flame stabilization

when operated at lov load levels. Under these circumatances

245/ MIT, Rew York Btate Bnergy office.

california Public Utility Commission, California Energy
Commission.

256/
257/ Massachusetts Energy Office.
258/

Colorade - OTE Electric Association.
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the utitity would be required to use more ail than would otherwise
be necessary. The commenter suggests that the rules persit utili-
ties not to purchase energies when to do so would increasa net oil
ussge. They recommend that the following sentence be added to

§ 292.105(e)1 “An electric utility shall not be required to pucchase
energy or capacity during any period in which such purchases froa

a qualifying facility might result in a degradation of the security
and relisbllity of the utility's systes or violate good cperating
procedures.” 259/ Another commente: supports § 292.105(e) with
regard to periods during which electric.utilities are not required
to accept deliveries of power from qualifying facilities.

The commenter refers to "light-load® problems which Jevelop
vhen energy would be delivered during off~peak times. The commenter
recompends that qualifying facilities should either be charged for
off-pesk deliveries unde: such conditions or that, when a utility
can show that such conditions exist, no payments should be
required. 260/

Another utility recosmends expansion of the section, noting
that this section relies exclusively on cost as & criteria to
deternine the poriédl when purchases are not requized. The

commenter Suggests th:t.'during periods of extremaly lovw demand,

259/ Southern Company.
260/ American Electric Power.
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reliabilicy conlt:aihea may be require & utility to operate its
generating plants at ainimus load. In such cases the utility
generation cannot be backed off to accoamodate purchases of
energy even at lower costs. 281/ It also suggests that stili-
ties not be required to make purchases duzing eny period during
wbich the utility gemerates or purchases an equivalent amount
of electric energy generated fros renewable resources or froa
plants designated for operation of minimise air pollution or
duzring periods of ainimum system operations. 263/

Two public utility cosmissions recommend that the utility
which is refusing enecgy from a8 qualifying facility under this
subsection be required to endeavor to fesell the energy to inter-
connected utilities and to wheel the energy. 263/ One commenter
points out that the provisions in § 292.104(4) {vheeling) requires
other uuilities to accept power wheeled to thes fzom qualifying
facilities. As a result electricity would only be provided frea
if the transmission cost to the second utility exceeds the avoided

cost to every utility in the United States. 264/

Pacific Gas & Electric Company.
1e. |

Oregon Department af Energy, California Bnergy Commission.

w N v IN
n oo v |
> W v

New York State Energy Office.
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Pinally, two ydblic service cosmissions recommend that this
subsection not be permitted to overcride contracts for purchases
of electrical power. One commenter states its concecn that this
paragraph might undezmine contractual arcangesents by relieving
a contractually bound utility fros its obligation to make the
purchase. It suggeats that this section be amended to make it
clear that it does not override sxisting contracts. 263/ Another
suggests adding the following sentence to this paragraph 'capacity’
and energy pni?hasol which result froe a legally enforceable
obligation for firs power deliveries are not subject to option
by tbe utility of not purchasing such electricity during such
periods {dentified by the state regulatory authority.® 266/

§ 292.106 Rates for Sales.

General. One commenter believes the proposed rule to be
equitable in its present fora. 3!1/. Another commenter also
believes the Commission bas proposed “proper and sffective
criteria® for rates of sales by utilities to qualifying
facilities. 268/

New York State Public Service Commission.

265

2656/ State of c:ntotnh Public Utility Commission supported by
the Solar Energy Research lnatitute.

267/ Jet Propulsion Laborstory.

268/ American Paper Institute.
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3. lnadeywate edge distynces

& Gouges
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probiems are ta be FAA spproved by the
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79 D 204000 Piad #2104 DD ai{
SRLIG DORE -t

S T

OFMCE OF THE UNITED STATES
TRADE REPRESENTATIVE

15 CPR Chapter XX

CPR Chapter Heading anct
Somanciature Change

Febrsary t6 2000

angeicy: Office of the Unlted States
Trads Reprsseniative.

ACTION: Flnal rula,

owassany: This rule changes Chaptar XX
of Title 18, Cods of Federal Regulations.
trom “Office of the Bpecial

te44ve for Trade Negotistions™
ta “Office of te United Btates Trads

tve." Within ths body of whe

Chapter XX, all references to ths “Office
aof the Bpecial Reprasantative for Trade
Negotiations™, to the “Special
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Representative. 1800 G Sireet. KW
Wathington. D.C 20508. [20C) 39534
ingly. sach refesence to “the

Office of the Spacial Representative ko
Trade Nagotiations™ contsined wilhir
Chapter XX of Title 15 of the Code of
Faders! Ragulations, including the
heading. is changed to “tha &nu ef 10
Uniled States Trade Representative
Esch reference to “the Special

tive for Trade Negotiation:
contained within the chapter is changv
1 “the Uaitad Statss Trade
Represeniative™. Each reference 10 the
“Specia) Regresentstive™ and lo the
“Deputy Special tative” (s
changed (o the “Trede Representative’
and to the “Deputy Trade
Reprasantative™ respective!y.
Rabert C. Goasidy,
Cenern! Cavasel.
R Ooe. -t Pt -0 rtd ol]
SRLED COW SND-SYE
T S T

DEPARTMENT OF ENERGY

Fesersl Energy Raguistory
Camminsion

10 CFR Part 292
(Owohet 90n. PASTE-68, Ordar Ms. $0)

Small Power Production snd
Cogensratien Peciities; Reguistions
Wmmmunm
mwmwuam
answcv: Federal Energy Reguistory
Commission

acroee Final rule,

susasany: The Federal Enatgy
Regulstory Commission heruby adopts
tions that Lmplement section 210
of the Public Utility Regulatory Policies
Act of 1978 (PURPA). The rales require
alactric utilities to electric
power trom aad sell slactric power 10
gqualifying cogeneration and amsll power
production facilities, and provide for the

srunch. FAA, Nosthywest Region oe from
«ecifically autbortrad DERs. Rapresentative for Trade Negotations’ “m"’i‘:,”i”"f mmu’mﬁm

G moy be fomad. tn sccordancy  and 10 the “Special Representative” or implementatiop of these rulss is
f:mrmnium-mmm.tw “Depuly Bpodll_g&-pflﬁnu“"“ ore resarved to Etate regulatory avthorities
the purpose of complying with this AD. changed to be of the United and nanregulaied electne utities.

H. The inspectians aciad hecus may be States Trade Represantative”™, to “the ;
-cannp&t‘:;d‘:nmduhoncm;d Ussted Statas Trade Represantative” SYPECTIVE GATE March 20, 1900
appruved by the Chiel Enginaering - FOR PURTIER SIPORMATION CONTACT:
slanaiachuring Branch, FAA. Rortwet: “‘d..n“"?:g‘:nwt‘.‘gx.“ Rows Az, Office of the Ganers! Counssl

L Areas previously speciad mr:umy.‘lhucchmum :uNoﬂh Mluu‘r;‘.r.wmm
ceordance with Aswmdwent 20-3680 mey be  authorized as past of Reorganization oc.mcgimu e
exciudad from the inspertions regot Plan No. 3 of 1079 (44 FR 86273) which jobss O'Sullivan. 0w of 1he Generel
thws AD, _ was implemantsd by Executive Order Courrsal. Federnl IN::I:

The masulsctarer's spechfications snd No. 12198 of January 2. 1980 (43 FR pe9).  Commissies. 853 Capiiol BueeL N.E
procedures identiBed and dEscribed in thei ©7 - o ey pATE: Pabruary 25, 1960, W D.C 008 X357
directive are toarporated hetninand msde » Adam Wenawe, Office of the Ganeral
pert heruof purseant (o § USCoMMaANY): - FOR PURTIEEN INPORMATION CONTACT: mr.a-uu:r tory

e mmmwummm_ﬂmm&m}mdlmn Comaiselen. 653 Narth Copitol Street. N5
TR huve not already recaived thess secumentz, 4 .<Office of the United Statss Trude Warhington. D.C. 20038 203-30-8033

Miald oy FLRIWO Unlade o
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Issved February 19, 2000
Section 210 of the Public Utility
Regula Poilcies Act of 1978 (PURPA)
requires the Federal Enevgy Regulatory
Commission (Commission) w0 prescribe
rules as the Commiseion ol
to cOguBETS.
vnd small powar proguction. iaciading
rules tequiring elactric otilities to
purchase electric powsr bum and sall
slectric powst W cogeneration and small
pownr {ecilities.
Add! , saction 210 of PURPA
authorises the Commission to
qualifying Incilities from certsin F
and State law and regulation.
Undar section 301 of PURPA,
cogenersiion facilities snd small power
praduction {acilities which mest cartain
standards and which are not cwned by
sngaped in the

become qualifying facilities, and thus
becoms eligibly for the rates and
examptions set forth under sectico 210
of PURPA.

Cogenarstion facilities simultececusly
produce two forms of usefl ensrgy,
such ay elsctric power and steams
Cogensraticn faciiitivs use significantly
less fuel to produce slectzicity snd
steam [or other {orms of snergy) than
would be neadad to produce the two
sepatataly. Thua, by fuals mare
efficiently. cogenaration {acilities can
make s significant comtribution to the
Nauon's affort to conserve its snergy

resources.

Sousll power production facilitias use
biomsss. wasta, or renawable resourcas,
including wind. solar emd water, to
produce electric power. Rellance on
these sources of snsrgy can reduce the
need 10 consume traditional fossi] fusls
to generate electric power.

Prier to the enactment of PURPA. a
cogenerator or small power producer
soeking to establizh interconnected
operation with a utility Iscsd thres
major obstacles. First. a utility was not
glencully required to the
sleciric output. &i an approprisie rata.
Secondly, some otilities chargped
discriminsiorily high rates for beck-up
servica lo tors snd small power
producsrs. y, & cogeneTator of
small power which

producer provided
. 15, elecirigity to & otility's grid ran the risk
vt of being considersd an slactric utility
+ reso-and thus being subjected to State and

ety T

v Flrge

i ¢ Federal tion es a1 eleciric utility.
52:2;’& m% and 210 of PURPA ate
‘. fesignaie pemove these abstacles.

sch eleciric utility Is required under

section Z10 W0 offer to purchese

“M"du-«nu'&m blic
ralopeyers . [
intereet, and which do sot diecrbmiaate
against sngenaraiors or amall power
produasys. Section 210 also requires
slscric wtilittes o provide electic
sarvios o qualilying (acilities at miee
which are just aad ressonabls. o the

L Precedurs) itistory
On June 28, 1978, in Dockst No. RM78~
ilssued oposed

Staff Discussion Papar? on juna 27, 1979,
sddressing (ssuss arbsing undar section
210 of PURPA.
Public hearings on RM79-84 and the
Siafl Discussion Paper (RM78-55) wers
be!ld in San Francisco ¢a July 23, 1078,
Chicago on july &, 1970, and
Washingtan, D.C. oe July 30, 1978
Written comments wars also racalved.
On October 14, 1578, the Commisston
issued & Notics of Proposed Rulemaking
under Bection 210 of PURPA {n Docket
No. RM79=35. On Oztober 19. 1978, the
Cammissicn made svallsbie it
preliminary Environmental Asssssment
%} of the proposed rules In Docket
“Nog-RNTD-34 snd RM79-85. In 2
S.be &1 L e
5 Vo PR e ey K1

J gy PR a8res. Noveighonr 3. 1970,

05104 IR ML Puliy 33871
oc S FRARIOD. Ontaber 301670,

Reques! for Further Commsnts.* the
Commission requested further public
comment on both rutes. and or.
sut forth in the preliminecy
10 obtain the dats. views.

Commiseiot Stalf held public haarings
{n Saattle on November 18, 197%. o New
York ca November 28, 1878, in Denver
n November 30, 1978, and in
Washingtoo. D.C. on December 4 and 5.
1970. Tha Comission also received
writtsn comment.

Aher considerstion of the comuments,
the Commmission S1aff made available a
fina) druft rule oo Janusry 28. 1080, State

sweting hald oa February B, 1880,
tives of slectic utilities were
Irvited W comment at & public meeting
heid oa Febeuary 8. 1980 The
Commission S1aff slso msda luelf
available to any other interesisd parties
who wished to comment. All of the

Raquest for Further Comments. |t was
stated that any environsasmtal effects
sttribatable to this program would resull

from the combined effact of these two
As ndled
, the Commission latends to
lssna rules in Dockst No. RM79-5¢

in the nesr future, Al that tims, the
Commission will also make svailable ite
Enal Environmentsl Assessment

from these scarces, Is

gonerating an eguivelent amoual of
eoergy itsalf o purchesing (be enargy oF
capacity from atber suppliers. To enable
potential cogensraiors and small er
producets to be able to sstimate these
avoidad costa, the rules require slectric:
utilities to furnish dsta concermning
presest and future costs of ensrgy and
capacity on thelr systems.

‘g;ne rales also provide thet slectric
utilities must furnish electric enargy o
qualifying lacilities on a
nondiscriminatory bas:w, and st s rate
that Is fust und reascniabls end in the
public intetest; and that they musl
provide cariain types of sarvice which
may be requasted by qualifying facilities
to supplement or back up thass
facilitien’ own gensration.

‘o4 PR S1T77, Ocieber TR
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This saction contaios definitiom
applicably 1o this part of the
Comumisaion's rulss. Paragraph (e}
provides that terme defined in PURPA
hawuuummmhnh
PURPA. urless further i 1his
pant of ths Commisslon’s regulstions.
The deflzitions in PURPA are found in
section 3 of that Act.

Subparugraph (1) defines a qualifying
Txcility as a ton or emall power
production ty which is a qualifying
(acility under Bubpart B of the
Commission's regalations. Those
regulations implement section 301 of
PURPA. and arw the subject of Docks
No. RM7p-854.

(2) defines “purchans”
u&machm!cww
capacity or both from a gualifying
facility by a1 elecric utility.

(3) defines “sale™ an the
sale of siectric energy or capacity or
bath by an elsctric vtility to s qualifying

lndﬁz;
in the proposed role. subpsrsgraph (4)
defined “systam emergency” A9 #
candliion on 8 wtility’s system “which is
tlikely to result in- of servicr to
« signiflcant aumber of customern or ls
liksly to andanger life or property.” In
regponse to comments noling the
difficulty in determining what
conatitutes & “significest nomber” of
custotuers, the Coounission has
smendedithe definition io “» condition
on uM&nﬁuu"mth
tikely to rusult in imminent significen:
edeosrvice

diseuption o 5 oris
imminehdpl wm o
properiy.” placed on

ihe significance of the disruption of

Hes.

IL by pwchasing slectric eveargy boo
T eam avol pereaasiog
ts ossts of Can &
m-:g-mhnnmm.&cnufa
» purchese from s quatifying facility &s
to be based oo thoss energy costs which
the utility ean thereby avold. B e
gualtfying faciiity cffers snergy of
sufficient reliability and with sufficient
mnym!mbhgwnmmo!

reduce fimm power ses from .
mﬁﬂu%.&mhnlulmwch-
putchutm be based an the svoided
ca coste.

&-nhdm added the term
“incremental” to the costs which
an electric utility svold ws »

cost. Al any given tima, an

tched utilily can svoid opersting
its highest-coat units es & result of
making & purchase from s qualifving

-}
the wuldhwﬂhgnod
.wzaplqurboth a

energy cont of the system developed In
e Sy
capacity axcluding the
gualifying facility, over tha total
cepacity and energy cost of the systsm
(before payment to the qualifying
{acility) developed in atcordance with
the wtillty’s optimal city expansion
plan including the mq facilirty.”

diseibution, safety provisions and

+ An eptia) Copacity plon is tn
schululs lor he aditoon of sy gumaratuy sad

0sd rapurmsasre «t the lowest [ 8

'mb e nde ami pracmble. the phrase
“aNeTEy OF Gapaciy” i wead. This phraes is
ald onergy conh

wynives ik gneryy & mpadty



FPSC Docket No. 941101-EQ

OCL/Pasce Witneas: SHANKER

Exhibit No. __, (RIS-6)

Page 4 of 24

Fodersl Rogiotm / Voi. 45 No 38 / Monday. February 25. 1960 / Kules and Regulations 12217

administutive costy incemred by the
electric utility dicoctly relsted (o the
installstion and maintenance of the
physical {acilities mecassery %0 permii
intsrconnecied eperations [

peneratad an aquivelent smount of
enargy itsall or purchased sa squivalent
amoan! of elactric saergy or capacity
from othar scurces. laterconsection
costs do zot include sny costs included
in the calcalation of avolded casts
The Commission has clarified thia
definition o ieclude distribution asd
udooinistrative costs sssociamd with the

:’ul; was vague 1a them nqmg:h
efinitian is desigmed 10 previde
St muhww and
utilitiey with tee
naubﬂity o eosure that all costs which
ure shown Lo be reesonably iscurred by
the electric atlity ae @ rewult of
interconnection with the qualifyicy
fucility will be considered as pan of ihe
obligation of the quslifylag lecility
under § 292.300 Thess cosls mey
include. but are a0t Limitad to, opers
snd maintsnance expenses. the costs
wnsizilation of equipmant elsewbere an
ihe uulity’s system nacesaitated Dy the
inlerconnaction, and reesonable
msursnce expanses. However, the
Commission does ot expect thel
inigation expenses {ncurred by the
utility involving tiis section will be
cors:dored e legititaste tntarconnachon
cos! to be borne by the qualifving
iuglity.

Certain intercocnection costs ausy be
incurred as o result of sales from »
ulility to a g fadlity. The
Commission notes Lhat the join
Explansiory Statement of the Commutier
of Conferencs (Conference Report)
prohibits the vse of “unreasonsbls rate
siructyre impediments. such as
unreascnsbie hook up charges or olwer
discriminstory practices . . .~ * This
prohibition is reflected in § mmah }of
these rules, whizh provides tha)
itercormection costs musl be assessed
on s nondiscriminatory besls with
respect 10 other custamers with simdlar
toud characteristics.

A qualifying factlity which is ulresdy
wmierconnected with an electric utility
for purposes of sales may seek 10
eslablish interconnection {op the
purpose of utility purchases’ fp:n the

e

W-wlm-n&'

I A of 38R 3
PRt TR AT ~iSeic 442 TR AFII4L Dovember 2 153

kiipwall-baio SRS R 5047

s

tacilivy. Lo ddlcue the

mhﬂhaﬂlﬂyfwlu
\ntercoanection coets with respec! W
sales 1o the qualilying facility, either usx
uﬂd&- uﬂl&y’aMcm

itself or purchased sn squivalent

dcﬁniunn of 'Wur{lm'
-up powst”, “iatarruptible power™.
nnd mm powsr” which did not

in the d ruls.
%n.- 8) defines
pavur" & clcctnc
elactric utility. und
qualifying facility in addition to thal

which the facility ganeraies lisell
Subparagraph (9) defines “back-up

powser” as alectric eneTgy or capacily
suypn-d ci-ctric utility to Npllu
y gensrated

ludlity s own gunsrslion cqulpmsm
}!uglna an unscheduled outage of the
ucili

thwqrayb llO} dafines
“interruptible power™ as slectric soerg;
or cupacity supplied by an thaﬂc
utility subject to interruption by

v glpctric m.ﬂuy under s
J 3.3/ gyi.s.u o

BP0 wae

E1s L SR
ut. -

Subpuunph {11) deflines
maiotanance powar” as electne energs
or capacity lled by an electne
yillity during outsges of the
qualifying lacility.
Subport C—Arrangements Betwyen
Electric Wilities and Quolifying
ion and Small Power
Production Focilities Under Section 210
of the Public Wility Regulotory Prlicies
Act of 1878
§ 7307 Scope.

Sectian IR2.371(a) describes tha scope
of Subparn C of Part 282 of the
Commission’s tules. C applies
to sales and purchases of alectric anergy

qualifying
cogeneration sy small power production
tacilities and elactric wtilities. and
actions ralated 1o such sales wad
parchases, Secthon 2230T(bX1)
provides that this subpart does po!
Dot aeniiving copenerauon
\ors OF
snd slectric
differ from rates, o terms

utilites

or conditionr which would otherwise be :

reguined undar the subpart. Paragruph
(b)2) states that this sabpart does not
affect the walidity of any contracd

mwmm-qnm;‘m
Ildlityuduclecm: o any
purchase. ™

Pumyhlb]!]nﬂuuth.
Commission's visw that the
dm&mmdm}\

m}yﬂlqnl!l!ﬂﬂw
lo"llllmll v .

of » qualifying cogenars
power produnr 10 negotisla with an
elecuric utility ts bultressed by the
exisiance of tha rights and protecticns of
these rules.

Some comments atated Lhst paragrapd
(b){2] would unfaisly penaliza
cogenersiors and amall powsr producens
wha, priar 10 the promulgation ol these
regulations. entzred inta bhinding
conlracts with slectric utlites under
iess [svorable terns than might be
obtlainabie under thaes rulas. The
Cammlsiion latarpres its mandals
ynday esctica 210(s) o prescribe “such
culed ag iy detsrmings Decessary to
gnqdurm copenervtion and small

ittt
==Tre rorm “purchem” is dalined i § S82 1710}
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power production * ¢ °" to mean thet
the total costs (o the utility and the rates
to iU other cratomers should nat be
greater than they would have been had
the utility not made the purchase from
the qualilying lacility or qualifying
facilities. Tha! 8 tagenerntion or small
power productien facility entered into s
binding contractusl arrangsment with
an sleztric utility indicates that it (s
Likely that sufficient incentive axisied,
snd that the further

these rules was pot

§ Z2o02 Awatlebility of electric utility
sysiam cost data.

reasonable cartainty, the axpectad
return on 8 poiantia) investment before
S
part
&l which the facility can sell
its electric cutput. § 22304 of
these rules, the rate @t which o xtility
must purchase thal cutput {s based oz
the utility's svoided costs, laking into
sccount the factors set forth in
paragraph (e] of that section. Sectico
292302 of thase nules is intended by the
Commissizm to assist those needing data

from which svoided coats can be
derived. It electric utllities to
make available to cogensraton and
small data concerning

system.

In (bs preambls to the proposed rule.
the Commission sated that most slectric
utilities will have prepared dats
containing soms of this information tn
compllance with the Commission's rules
implemeniing saction 133 of PURPA.
Several commenters chagrvad that the
margingl cost data 10 be
E:widsd pursuant to section 133 cannl

directly translated into s rate lor
purchases. The Commission has
clarified paragraph {b) to xpbasizs thet
lhusdfaumaat intanded o represant
arate mpmhnmhmqntﬂhﬁni
facilities. Rather, thass data are to
considersd the first step in the
determinstion of such a rats.

The Commissicn has slso revised this
section so that the rates for parchases
can he more resdily calculated from ths; ..

dats produced. The Commiasion has ;G than 1000
changed paragraph (b}3) 1o provide thak.. is w be ste

along with the sstimated capaciry cost
of planned capacity additicns. This
muwhmﬁmm
mu.w&.m-uhgmm

lowsr energy costs that v
associaind with te new capecity. The
Cosmmission points out that the

a [T
a utility to defer or aveid the addition of
& new unit mus! aleo reflact the hours of
axpocind use of the dalstred or eveided

eddition.

orverege under (=) of
umuumuzf;&u
to section 133 of PURPA and

purenani
ihe Commission's rules implemeuting
hst pection. ! As netad n the Notice of
section 133 of
uouhchcmcuull?
or
00

related to0 lhc&m of vmd
ty oo the electric s systam.
Exirye ted slectric utility atec

must maintain such data for public

in response 1o cosments recelved. the
Commission has axtended the date
Mﬁmdnumblﬁntpwzd

tory suthority of
tad utitity to use a different
spproach than that provided in
paragraph fgl. A ‘:3. of that .1;:1““"
program. s Stals tory Bo ty ot
ted electric utility could
) t%utth::" data be updetad more
frequantly every two year.
Bubparagraph (1) of paregrsph (b)
requires aach stecuic utility to provids
the estimaled avolded cost of enstgy on
#ls sys\sm for various levels of
ses from facilities. The

avels of 2 are 10 ba stated in
blocks of not mors than 100 wegawatts
lor systams with peak demand of 1000
megawstits or more, and In biocks
squivalens 1o oot more than ten percent
of sysiem peak demand for systems loss

watts. This information
on 5 cents par kilowatt-

s atility shall submit the sssociated he "3 07 hour bastdlfor dally and sessonal peak

energy cost &f gath plars
expresesd i kilowati-hours (kWh)

mll qog a¥3ra
o* L]

¢4 FR 50987, October 11. 157%
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f.’ should taks inta acgount
.+ Sbey busdien impoged on the snall

and ofl-paak periods. for the current
calendar year and for ench of Lhe nex:
five years.

Sabparagraph (2) of paragraph (b)
requires sach elactric utlity to provide
{ts schedule for the additian of capacity

capacity, and planned capscity
ruttrements for sech of the next ten
yoars. .
Subperagraph (3) of paragraph (b} has
besn ravised. as discussed previcusly.
86 thal the oels of planned capecity
additions include the aspociated energy
costa.
The Commission receivad commant
noting thal some States bave
implemented or sre planning to
implement glizrnative methods by
which electric utilities’ system cost dsta
wouldb::ndlauﬂablc.‘lnmduw
preveni the preparation of duplicative
data whery the eltemative method
ssbstantially devistes from the
Coammissico approach, the Commission
bas sdded paregraph (d). This
provides that uny State
tgry authority or nonregulatad
slectrio utility may. after .
pudlic notice (o the ares served by the
utitity and chier ty (oe public
comment require dete different than
that which are otherwise required by
this secticm if 1t determines that svolded
costs can be derived from such deta.

8 thord|
oorepuiated ety thal oy the

Commission within 30 deys of any
determination (o sustitute data

uiremanta

a qualifying {aciiity finds that the
alternative requirements do not »
sufficient deta from which coels
sy be derfved, the tactitty
may seek court review of the matter ss
it can with regard to any other aspect of
the State’s implementadon af this

program.
A qualitying facility may wish (o sal
or capacity to an elecuic utllity
which I» not subject to the rwporting
requirements of parugraph (b). In that
sveni. puragreph (c) provides that, upon
request of & qualifying facility, an
electric utility not othsrwise coversd by
peragraph (b) must provide dete
sufficient 1o enable the cogemerator or
small powar to estimate the
uttlity’s svaided costa. If such utility
does not supply ke requested data. the
qualilying facility may hc‘glw the Siate
reguistory agthority w
reiemaking authority ovar the utllity or
.\a this Comminsien for an ordar
- hat the information be
‘The consideration of such

utilities.
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An elestric utility which is legally
obligated to obtain all of its

from the supplying utility.

Numerocs comments thentionad that
mepropondruhdldnollddnume
issue of validation of the dats to be
provided pursuant 1o this section. As &
result. the Commisaion bas added
puragraph (¢) which provides that eny
data submitied by an slectric utility
under this section shall be subject to
review by fts Biate regulstory suthority
Puragreph {0){2) places the burden of
providing support fot the dats on the
utility supplying the data.

1292303 Ecyin vility shUgaticrs under
tris subpart.

Section 210(s} of PURPA provides that
the Commissian prescxibe rules
requiring eleczric uiilities to ofler 1o
purchase electric exergy from qualifying
fucilities. Tha Commission interprets
(his provision to Lupose on electric
utilities an obligation to purchase all
electtic energy and capacity made
available brom qualifying lacilities with
which Lhe electic utility is dizectly ot
indirectly interconnsctad, t during
penods described tn § 262.304(1) or
during § mergenciss.

Aq {actlity may seeh Io have
« wiility purchuse more energy or
capscity thaa the utility requires (o mee!
its tatal system laad. In such e case
while the utility is legally obligsted v
purchase any engrgy or capacity
provided by a qualifying factllty. the
purchase rate shoutd only inciude
puymert lor ensrgy of capacity which
the utility can use to mest its tolal
system joad. Thess rules impase oo
requirement oo the utitity to
delivey unusable wnergy or capactly to
another utility for subseguent zale
€ 772.303(s) Obligation to purciass trom
Quaiityirs taclliies.
¢ 292.3CNd)  Troneralasion to ether
owcivic GUiNes- AR-Roquiremant

Severs] commenters noted thal the
vbligation to purchese from qualiiyip

faciinies undar this ssctian
confhicy with contrsctusl

inie which they had entered raquinng
e e
requirgmentsy aw suppusr
One commenter noted that. with regard
10 all-royuirements rurs! slectric
cospurativas. sty impairmant of the
ohiigation to sbiain all ol e
coppurative's requirements from &
genaration and Fensmission cooperative
wmum-buayufm
ponervtion aad transmission

The Commisslon chesrves

contractual provisioss
m.m&m
these devioss
might b wsed %o hinder the development
ol copenaration and wmall power
preduction. The Commission belisves
thyt the mandate of PURPA o
me:m
power t
chligations 1 purchase under this
provisica contractual
mestrictions a0 & utility's ability to
oblain energy or capacity fram s
qualilying facility.
‘The Commission

electric ntility can mest this
&::.Undcwph{d).ﬂmv
tacility consents. &n al-
"“‘“""%’;' t::ld:u
ctharwise be oblige $0 purchase
anergy or capacity trom the qualilying
facility would be permitied 10 tranamb

to hava made the
result the sll-requirements cbilgation ts

no affecred.

In sddition. f compliance with the
puschase obligation would impose e
special oa & all-teguiremenia
custoiner. the Commisaion may consides
waiving sach purchase abligation
purscant \o the procedures set forth in
§ 202.400.

Transoussion lo Other Facilities

Thers ars egveral crcumslances in
which a qualifying facitiry might desire
that the slectric utility with which it 1s
interoonnected not be the purchaser of
the quaiifying facility’s energy and
capacity. but would prefor tnstead thal
ap eiectric utllity with which ke
purchasicg utility is ioterconnecied
mha such s sa. If. for example.
. X

supplyng stility s syntetn. As a result
the rate 1o the Qualifying facility wouic
be based on thoee average cosus. Ll
howsver. the qualifying facility's output
weru purchased by the suppiving utibin
its outpul ordinarily will replace the
highes! aset anergy e the supplying
atility’s system st thet time. and its
capscity might snable the supphing
utility to avaid the addition of new
ap‘d!}'.mhnahdmuo“l;c
supplying way by higher than the
avoided cost of the nen-gunersting
utllity.
This would not @ to be thecasre
if the qualifying ty offars 1o supply
capacity and energy id & sitaation In
which the sepplying utility bs n an
uu’- pact dh:lﬂm.&nuthc
supplying ty axpess capacity. its
.voidodenm'eddincludtoulymnr-
costs. On the othar hend. {f the svoide
cost ware besed on the wholesais rate
10 tha all-seguiremants ptility. the
svoided onst would include the demand
incicded in the wholesale rete.
which would usually reflect an
sllocation of a portion of the fixed
charges associated with excass

capadty.

Use of the unadiusted wholesala rate
tals 1o taks In.0 sccount the effect of
aduced revanue o tha supp! wtility.
a¢ ¢ resalt of the substitute of tha
qualifying facility’s cutpul for enargy

praviously Ihcnupplying‘
utility. As the level of purchase by
al)-requirements utility decrenses, the
awpplytng utilicy’s fixed costs will bave
w0 be allocated over s smaller number of
units of output 1o affect. the loss in
revenne 10 the supplying utility will
causs the dzmand charges to Lhe
supplying utility’s customers (including
the ts Cuslomers

all-requiremen
inierconnectad with the
facility) to incresss. Under the ton
of “sveided coss” in this secticn. (ha
purchasing utility must be in the sams
linancial posttion 11 would have been
hed it not purchesed the qualifying
tacliity's outpul. As a resull. rather than
sliocating ils loss in revanus wmong all
of Its cuatamers, in this situation the
supplying utility should assiga al} of
these losses 1o the all-requirements
::lg:y. Toet utility ﬁd in Wwm,

uct thase losses ite previously
calculated svoided cosws. and pay the
qualifying fecility ingly.

Under these rules, cariaio amal)
sleciric utilities are not required 19 .
provida systam cost data, excepl upos
request of o qualifying facility. I with
the conssnt of the qualifylng facility.
amall alectic utility choosss 1o tanmit
ealifying facllity (o s
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can svoid the ptherwise spplicable
requiterments that 1l provide the system

purchase to anothet _
to these smaller syswems: |l applies o

any.atlity.

. paragraph (d) provides
mp:i‘ﬁuh.ny: s Lifying facili -
capatity & qualifying ty may.
with the consent of the qualifying
facility, transmit such nmr anothar
electric utility. However,. fitst
faciiity :odu-’aat agroe to m;:n the
purcha or capacity, it retalma
the mmﬁnh sddition, if
the qualifying facility does ot consent
to Uanamission to another utility, tbe
first utility retaina the purchass
cbiigation. Any electsic utility to which
such o capecity is dalivered

this under the

tmust
cbligations sat forth in ¢ nules s &f
directly from

the purchase wars mads
the qualifying fecility,
M crdipdirtacdry

sion en wult '
transmitted to @ utility m
or no informstion reg the
reliability of the qu g fucility. The
Comemission belisves thet, prior to these
transactions occurring. It will ba in the
interant of the qualifying facility to
inform any utility to which enargy or
capacity is dulivered. of the naturs of
those deliveries, 50 that such or
capacity can be ussfully integretad into
that utility’s supply.

Several other commentars belleved
that this provision went beyond the
suihority of section 210 of MIRPA-—
namely, thal the Congmigsion cannot
requize the first utility to whasl the
power nor the wtility to buy the
power. Fizat, the Commisaian notes that
this transmission can caly eccor with
the consant of the vtility to which
energy or capacity bum the qualifying
{adiity is made evallablzs. Thus. no
utility in farced to whesl. Seconddly.
section 210 does no!t limit the ohligation
to purchass t5 any uitlity:
rather, i1 in a gunerally applicable

L

requiremen

Paragraph {d} providus that charges
for tanamission are not s part of ihe
rate which an elsetriz utility to w
energy is transmitied ia obligated 10 pay
the qualifying (acility. In the cass of
electric utilities not subject fo the
jurisdiction of this Commiasion. these

should be datermined under

spplicable Stals law oz regulation which
may t agresment betwesn the
quali facility and eny slectric uiility
which transmits ensrgy ot capacity with
the consent of the qu cllity. For
viflities subject 1o the Commission s

jurisdiction under Past 11 of the Federal
Power Act, thess charges will be
dswarminad pursuant to Part L.

The slactric ntility to which the
anergy s transmitied has the

in that cass, the rate for prchase
afe e
In paragreph (d).

 22.30b) Obligation to sell to
quolifying focliities.

Paragraph {b) sets forih the etatutery
requirement of setticn 210{s} of PURPA
that sach electric wtillty 10 sall
electric energy 1o qualifying facllities.
‘The Commission observed in tha Notics
of Proposed that Glate law
crdinarily eets out ths cbligatian of an
elactric utllity 10 provide sarvics io
customare Jocated within s service
arss. In mogt instances. therefore. this

tional
et « aualiying factl
t1s \s ty
locsted cutside the service ares of an
slectric niility might require back.up,
maintsnancs, or cthar types of power,
Tha Commiasion believas thet Lhe
instractioas of secticn 210(s) of UURPA
that 1t tzsue rules a3 Ll determines

1] cogenersgtion
snd yction ¢ * **
mandste et it sssurs that such

facilities erw able to fulfill thalr needs
for servics.

Howevar, the Comtenission alse
recognizes that Stata and local law
limlits \he autharity of eome slactric
utilities to construet Lines outside of
Lheir service arsa. Actordingly, the

Commission alectric utllitles 10
perve Bty {acilty, and
subjets to the restriction contained

therein, to interconnact with any such

facilisan g the extent » >

* i Btate o local lawn
T Jying facility

iy rea 01 & utifity may’

Ll

10 build its line tento the service arey
the utility.

§ 22303/} Obligoan to intercn:

1o the Notice of Proposed Rulemaki: -
the Commission used the taterpretaticr
set forth in the S4afY Discussion Puper
thet tha % to interconnes) with
s Qualifying .? is subsumed with:r
the saction 210{s} tha*
electric utilitien affer to sell electnic

to and sleciric energ)

from g tacllities. Tha
Comm that {0 hold

otherwiss would mean that Congresa
intended to reguire that qualifying
the comples

interconnection, contrary to the
mandate of saction 230 of FURPA o
sncoursge Cogensrailon and small

power production.

During the commeni period, this
quastion was furtber explored. and it
was suggested thail the Commisaion has
ample authority under the genaral
mandals of section 210(e) of PURPA—
samaely. that [t prescribe rules necessary
10 mﬂn and small
powar requira
interconnection.

Whils thess interpretations recelved
substantial support in the comments
submined, they at the same time
criticized on the that section
210{s){3) of PURPA dows not provide
thst o gualifying factlity may be
exsmptied from sectios 210 of the
Fuderal Powsr Act (edded by section
202 of PURPA and providing certain
interconnection aulhority) and that this
Inerconneciion section specifically

. includes gralifying cogenara
small powser producers i Its
applicability. These commenters
contended that since section 210 of the
Fsderal Powsr Act deals explicitly with
the subject of interconnections betwesn
qualifying facilities and electric utilities.
po other pection of that Act can be
interpreied as also ting authority oo
that subject, as such an interpretatlon
would render the express pravision
“surplusage”.

With regard to these criiclsms, the
Commisaion obesrves that this argumens
might be tenable in the situslion in
which the section of tha legisiation
which deals sxplicily with the subjec
doas not contein an gxpress isign
thal i1 is not to be
exclusive suthority on the subject The
Commission notes that ssction 212 of the

ederal Powsr Aci (as added by section
. 20t of PAURPA) sets forth certain
) tions thet the Commission

t make bafore it can lasue en order
o8 aither ssction 210 or 231 of the

ederal Power Act.



FPSC Docket No. 941101-EQ
OCL/Pasto Witness: SHANKER
Exhibit No. __, (RIS-6)

No. 38 / Monday. February 25. 1080 / Rules snd Regulations
#

Federa! Regleter / Vol 43.

Seclion 21Z(¢) siates that o provisioa
of section 210 of the Federnl Power Act
shall be tresied *[1] as requiring any
person to ulilizs the juthority of such
seciion 210 or 211 tn Liets of sny other
suthority of law, or (2] as limiting.
impairing. or ctherwise affecting any
other suthority of the Commission under
any other provision of lew.” Thus. the
Federzl Powsr Act as amanded.
exprassly provides that the existence of
authority undet section 210 of the
Federal Powsr Act to require
tnierzoanection is pat to be kterpested
as exclyding any otber intercormection
suthority svatlable under any otbey law.
The Commission that the
limitation is not restricted to the Federa!
Power Act, but rether extends to lacluds
other suthordty of law, such as the
authority conteined in the Public Utility
Regulatory Policies Act of 1078, of which
section 210 is a part Claarly. the
existence of this refutes tha
contention that section 210 of the
Federal Power Aci represents tha
exclusive method by which
interconnection can be obtained As s
resull. the comment that the direction
contained in section 210{«)(3) of PURPA
that ng quallfying facitity can be
exempled from section 210 or 212 of the
Faderal Power Act is not persuzsive.

The Commission finds that to reguire
qualifying facilities 1o go through the
complex procadures sat forth in section
210 of the Federal Power Act o gain
interconnection would, tn mosl
circumstances. significantly frustrate the
schievemmi af the banefita of this
program. The Comm!ssion doss nof leel
that the legal interpretation set forth in
the Staff Discussion Peper and.the
Proposed Rulemaking is the
exclusive thsory by which (t mey
requires interconnections uader this
prograc withou! respm io sections 210
snd 212 of (ke Federal Powar Act. The
interpreistion brought cut during the
commen! period—that sectioo 210(a} of
PURPA provides a general mandate for
the Commission to prescriba rules
neceasary 1o encoirage cogenration
snd small power prodi
in the Commission’s view, sufficient
sulkority Lo intereonnection. The
Commssion believes that a basic
purpose of section 210 of PURPA is 10
grovige & market for the electricity
generated by small power and
cogenerators. The Comauission belicves
that accomphishment of this purpose
would be greatly hindered if it were L0
require qualifying facillties to utilize
tection 210 of the Federal Powsr Act 8»
the exclusive means of oblaining
imerconnection. It therelore conchudes
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thet such & restrictive inrpralstion of
tha law is not supportabie.

Parsgraph {c){1} thus provides that ac
electric utility must make any
interconpections with s qualifying
facility which may be secessary to
permit purchases from or sales o the
qualifying facility. A Btete regulatory
suthority or sonregulsted electric utility
musl eaforce this requirement as part of
its implessentation of the Commisgion's

in sdditon. several commentery
contended that i the obilgatice to
tntercommect is required under pection
210{a) PLUNPA. the Himitation provided In
section 212 of the Federsl Power Act
would oot be avallable. That imitation
provides that an slectric utility which
comples with an interconsactioo order
under section 210 of the Feders! Power
Act would not be subject to the
prrisdiction of the Federal Energy
Regulatory Commission for any
purposas othar than thoss specifled in
the intercocnaction ordes.

Aftsr constdarstion of thls concern.
the Commission has added paragraph
(cK2) to provide that no alactric utility te
required to Interconnect with any
qualifying facdlity. £, sclaly by reason of
purchases or sales over the
(eterconnection. the elactric villity
would become subject o regulation as a
public mtility under-Part 11 of the Fedara!
Power Az, This excuption ks provided
because the Commission notes that In
balancs, the encoursgemant of
cogenerstion and small powsr
production would not be furthered il by
virtue of interconnection with a
qualidying facility, s peeviously
nonjurisdi atillty were raluctantly
to becomae subject to fedaral atility
regulation,

1 2u2303{e) Porulls! opercifon.

In (he Notics of Proposed Rulecsaking,
the Commission pravided that each
alectric utllity must offer to operate in
paraile! with a quslifying (acility.
providsd that the quelifying fecility
complies with standards establiabed by

the State regulstory authority or
nanregulated slectric utility with regard
to the protection of system rellabliity
pursuant to § 282.308. By opevaling in
parsilel. qualifying fucllities ars enobled
1o expart sutomatically any sisctric
energy which is not consumed by its
own losd. The comments submilted
have not set forth any convincing

reasons for changing tha nile.

Paragraph (¢) thus comtinues to require — “ligelbn 210(e
each electric utiliyyufalier @ operate tor'>

pesallel with a quslfifing tacility.

§ 292304 Rotes for purchases

Section 210(b} of PURPA provides thut
in sequiring eny electne unlity to
purchass alectric energy (rom a
qualifying (acllity. the Commssion munt
sasute that the retes for the purchase be
fust and reasonable to the slectsic
consumaers of the purchesing ulillyy. tn
the public interest and
nondiscriminstory to quatifying
facilities. but tha! they oot exceed the
incremsntal costs of elternative elecinc

(the costs of energy to the otibity.
m but for tie purchase. the utility
would genarate flsel or purchase from

enother sourcs).
Ralotion to Stote Progroms

The Commission has betome aware
that sevaral Suates Is:lvt mct:md @
lagislation requiring electric uttlities
that Sitate to he elactricct
cutput of facilities which may be
quallfying iacilities under the
Commission’s tules el rates which may
differ from the rutss raquired under the

purchases at a level which il belloves
ap@opciste to encourage tion
and amall pow sr
by section 210 of 'A. While the
rules prescxibed under dactioa 210 of
PURPA are cubject to the satutory
pasazmuiars. the States are free. wnder
thair own authority, to enact laws or

tions providing for rates whick
would resull in eveo greater
encouragement of thess technologies.
Howevar, State laws or regulstions
which would provide ates lowsr than
the federa] slandards would fail to
provide the requisite encoursgetoent of
thase technologiss, and musi yield to
federal low.

1l 9 Siate program ware Lo provide
that eleciric vtilities must purchase
power from cartalo types of facliitlas,
among which are included “qualifying
facllities,” at a rate higher than that
provided by thess nules. » Qualifying
facility might seek to obwsin the benafits
of ikat State program. In such a case.
however, ths highar rates would be
based on State suthority ‘o sstablish
such rates. and nol on the Commissicn's
rules.

A lacility which pravides energy or
capacity to a utility under Stale
authority may nevertheless seek 1o
obtain exsmptien from the Fedarsl
Power Act. Public Utitity Holding

-Cumpany Act. and State regulation of

electric utilitizs 88 svallable under

A Toe
4 ssion that the Siates lack
authority to exexpi o lacility from
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the Federal Power Act or Public Utility
Holding Company Act. The Commlission
finds no inconsistency in e facility's
taking advantage of sectioa 210 in order
to oblain ane of Its benefits. whils
telying on other suthorsty undey which
1o buy from or sall to & wtility.

§ 342.30¢/a) Rates far purchases.

Paragraph (s) sets forth the stetutoey
requiremiant that retes for purchases be
just and reasonable 1o the elattric
consamers of the siectric utility asd in
the public interest. end pot dlacriminats
ageinst ng cogensrstion and
small power o fscilities.

In the rde the Commission
stated that is a rebuttable
presumption that the rete for parchases
1s acceptable If 1t reflects the sveided
cost resulting from « purchase oo the
bt nm;nm {b) o (c). of
pursuant to or(c
section was 2 The
Cozmission hes :
the rare for purchases -;m the
stetutory requirements 2 it equals
svoided costs. and has eliminated the
reference \o the “retrttable
presumption™.

Some comments recommended that,
a3 8 matter of , Gals section be
revised to provide a Stats
regulatory autharity oo wﬁhﬂ
utility has discretion to sstablish the
relationship between the avoided cost
ond the rate for purchesss. Gther
cammenters conlanded that the

{or purchase mast aqual the avolded
co3! resulting from such s In
additim. sevaral that the

Commission sdopt a “split-the-savings®

approsch.

1t is poasible that developars of
sechnalogies which mey be inclodad &e
gualifying faciiities may produce and
make svatiable power to electric
facilities eva though their cost gm e
prodocing this powsr is greater
utifity’s avoided cosis. 1o most
inﬂlm:u. + t 88 0’
or capacity from qualifying fscilities
only occur whan the cost (o the
qualifying cogensratar or emali power
praducer of preucing the snsrgy or
upndg- is Jower then the otility’s
avcided costs. Only if this is ths case
will psyment bry the utility of its avoided
coats provids economic benefit for the

rator ez smell power producer,
. ons electriv oility can

energy moee cheaply this could anoiber

gkmnﬁuty.ﬁamwﬁnwlﬂdm

exchange power on 8 “split-the-savings™
basis. In thet of transaction. the
two utllitiss the difference between

the incremental costs ncurred and the
{ncremagtsl casts that the

utility woald have

geaarsivd the power (taelf. Severs]

commeniars arged that ratas for
from tactliier

Mh;:‘nd'n:!&:éumml
principie, The offact of such 8
mmnhnuml:‘ﬂ.
willity's ratpayes & portien of the
WMZ&-:.:
betwesa the qualifying
slectric

Commission
for the eleciric uiility to enler inlo
trensactione with

‘cogenatetion and amall power

facilities.

paymeat of full svoided cost for thees

of purchases, the purchased
v of the slectric atlity would

of savings to partes other than the

[ to

qualifying facQity noted thal this section
cf FURPA i intsnded 10 encours

providing for this sncossagement. the
Commission mey zol st rates for
xcesds the

Therelore, thyy obeerved that under
full gvoided cost standerd. the utilities’
custoroars are kapt whole, and pay tbe
sama ratay a4 they would bave paid had
ths otility not prochased enstyy and
capacity from the guali facillty.
Although use of the full avoided cost
standard will aot produce sny rats
ssvings 1o the ntility’s customars.
sevaral commezters siated that thess
ratepsyers and the nation ss & while
will benefit from the decreased yeliney

[T H

-
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of scarce fossll fuels. auch as cil ard
gas. snd the more efficient use of

energy.

The Commission notes thal. i most
instancas. {f part of the savings froc
cogenerstion and small power
prodaction ware allocated among the
utilities’ retapayers. any rets reductiana
will be (naignificant for any tndivtdual
customer, On the otber band. if these
savings are alltcaled to the relauvely
amall class of qualifying cogenerators
sad small powsr they may
m- s significan: incantive for s

mg-lh rate of these technologies

cancem with tha use of a
sulit-tbe-savings rate for purchases iy
that it would a determinstion of
ba costs of action of Lhe qualifying
facility. A major portion of thla
lsglalation (s intended to exempt
qualifying {scilities from the cost-of-
service regulation by which slectric
utilities traditionally have been
r.;:ulllld. The Report noted

t

numm::-mdhm-m:

Publiz Ul C:‘:puyx;
from the F: Power Act and from
Sials law and reguistion

that a detarmination of the qualilying
facility's costs cass be ade without the
detat] required by cost-of-service
ticn. However. the Commiasion
belieras that the basis for the
determination of raiss for prchases
should ba the utility’s avoided costs and
should not vary oa the basis of tha costs
of \he particulas qualifying facility.
Sevars] commenters recommended
tha! ruther than using & split-the-ssviogs
-pptula:’h.lhownhmldm
rates (or purchases at a fixed percantage
of avoided costa. The Commission notes
that, (n mowt situations, a qualifying
mml mrofm if its margina!
ill only p ey
cost of production is less than the
he recuives foy {ts outpul U some
mtl"%WaqmuMuhdnq
© Conforuaind Rajiurt an HLIL 60 Pubiie Usility
Roguleiory Palbeigr ihat of 100 I Bop. e 'L €
M Cong- 34 Sems. (1979) .4
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which consume fosst] fuel m
tbe ajtemative fuel which would have
besn consumad by the facility

y

avoided cost the total tola
facility. conatruction of was
comamencad afier the dals of lsssanca of
these tuies. oven if the utility
simuitaneously salls enargy 1o the
facility ai ita retall rats. The affect of
this propossd ruls was to ts the
production aspect ol o facitity
from its consumption function Undes
this spproach, the electrical output of 2
facility is viswsd indspendamtly of its
electrical naeds. Thus, Uf a cogenaration
{acility produces five megawatis. and
consutmes tree maguwatts, (t is trested
the samas as another factiicy
that produces Eve megawatis, and tbat
13 located next 10 a factcry that uses
three megawatts.

The Comunlission continuas to belisve
that permitting simultaneous purchass

andcdcbnmuyudnrmu‘htlm
encousage coganeration small

intended to prevent a tor or

" to produce powar for (ta
own consumption priar to the asuancs
of these nules, from the
economic rent thet might result from the
purchase of its antire output at & utliity's
full avaidsd cost aftar thet date without
pew tnvaziment on the part of the
qualtfying facility.

The ssmms reascning appliss 1o any
{acility which was in sxistencs prior 1o
the enactment of PURPA. whather or not
1t seeks to purchase and sall
simwulunecusly. Thal conatruction of the
facility was comumenced prior to that
date may indicats that sppropeiate
etoncnis retums wers availsble
withgut the further incantives provided
by saction 210

The Commission is awsre that in
some instances. if & previously existing
guabifying facility were not permitted lo
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receive full avoided costs for its entire
m;:l.ltwouidmlmarhn

t incentive to conlinue W
produce electric powes. The cost of
productioc may bave risen 5o o9 t0
reader the previoss raie insufficient to
cover the costs of production. or permit
&7 approprisie retura.

Thas, with regand 10 {acilities,
comstractics of which commenced oo ot
afier the date of snsctment of MURPA
(Rovembar 8, 1073). the Commission kas
determined it sppropriats 1o
that rates for purcheses oqual full
avoidad costs For facilities,

munnhnnwhdm-nu
ety if the Btate hq“m
authority or nocreguiated alsctric atility
au:fh?u&atthhwuuuvmd

pawer

rm.n.mﬁ.pnwiymm
scility shows that 11 tequires rates for
purchases based on full evolded costs o
remain viabls, 07 to incresse its cutput
tha State ragulatory suthority or
ponregulated slectric atility (s required
to sstablish such rutes. This distiaction
Is intendad to refiect the need for fzrther

provides that for new capadity, w

must pay s rete which equals their

[ cost.

A ciility must therefore purchase all

of the output from s Qualifying (acility.
sbove. for

However. as any
pertoa of that output which s not “new
capacity,” the Stats regulatory suthority
©of no ted electric uillity. as
in paragrsph (bj{3). may
provide for a lowsr rete. {f §t detsrmines
that the lowwr rate will provide
sufficient incantive lor cogensration
Parugraph {b}i{d regquires alectric
utilities to pay full avoided costs for
3 from new capacity made
avalisble rom a qualifying fastlity,
regardless of whather the slectric utility
ls stsultaneously making sales to the
gualifying facllity.

§ 202.30¢{c) Siandard rotes for
puthases.

The Notice of Proposed Rulsmaking
required elsctric utilities on reguast of ¢

qualifying facility to sstablish u tasiff or
othar watbod far esteblishing rates for
from qualifying facilitiss of 10
or lass. Upon cotuideration of Lhe
commenta received. the Commission has
determined that the coacept of requinng
2 standard rate lor should be
retained. Seversl commanis statad that
this
less.

could similarly be
wﬂ'mh.mmmw or

The

ty may vary [ value from the

average rates sot [orth in the utility's
lunduxn;;mn:mdbytbh
pamgra Commission wers (o
require individualised retlas. howwver.
the transaction coets associated with
administration of the program would
reader tae unsconomic

size of facility. An s

purchasing utility’
avoided cost This omission 1 have

permitisd a utility to pay Jess that
rais for

sstablishment of standard rates lor
can otly encourage
small power
production, provided thet thees
standard ratas eccurately reflect the
costs that the utility can avoid as a

subparapaph (2) which permits, but
does not raquire, Stats regulatory
authoritias and twd slectric
utilities to put ioto ¢ standard rate
for purchases from quallfying facilities
with & design capacity grester thas 100
kilowatls. These rates Dust squal
avoided (oat puranant to paragraphs (al
(b). and {8} - .
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aet energy billing.
Paragraph [c¥X2)]) provides that
standard rwtss for pwchase should take
into secount the {actors et forth tn
pﬁmﬁ{elmﬁmﬂbw&
quality of power qualifying
{acility, and its ability to fit tnto the
purchaging otility’s mbx
Paragraph (e)vi) Is of particclar
significance lor facilities of 100 kKW or
iess. This paragraph that rates
for purchase shall tnto sccount “the
tndividua) and aggregats value of energy
and capacity from gualifying facilities
on the electric utlity's syntemn . . ",
Sevars] commenters presented
persusaive evidence showing that av
effective ammunt of capacity may be
sysiema,

ensrgy om any particular tacility is
stochastic. Similarly, qualifying lacilities
tmay be able 10 enter luto opemting
agreemnents with each other by whick
they are able W tncresse the aasurad
svailahility of capacity 1o the qtilivy by
coordinsting schaduled mainlsnance
end providing myutual back-ap service.
To the extent that this aggregate
capacity valus can be reascoably
estimated. 1t must be reflscted tn
standard rates for purchasas.

Bevers] commenters chearved that the
palierns of availability of perticuler
enaryy sources can and should be

of this phenomanan is the availability of
wind and photovolialc snergy on s
summar peaking system. 1f it can be

Whown (hat systam peak occurs when

‘Thigte {s bright sunt and no wind. rates for
pravide a higher
capacity payment for photovoliste cslls

temas. For sysiems peaking
mwﬁyhuhm-@lhm
(OX(ii} thus provides that

MEWNMM

the basis of tha supply
of the partculer

$9.202.30¢ (b)F) and (d) Lagally
MM

;

|

and imtemedad
(o reams g ittt 1o

poasibility. bt is cognizant that in other
mm;tqukdnhwmmmw
be lower than the avaided cost at the
tise of purchese. The Commissicn dose
001 batieve the! the rufsrence in the

against retes setablished in Jong term
contracts batween gualifying lacilites
arnd slactric uiilites.

Many commentars have sttuneed the
Mhm-t&mdbu%

elertric utility, or whare the quluzuu
tacility bas agresd 1o obligata lself to
daliver at a futare dats esergy snd
capacity to the slectric utility. The
imgort of this section is to ensura thal 8
ualifying factlity which has obtained
cartginty of an t {s oot
daprived of tha beneBite of its
commitmant es & result of chenged
circumstances. This provixicn can siso
work 0 rve the bargain entared
into by the electric utility: ehould tha
actua) svoided cost be higher than those
contacted for, the slactrio otility is
peveribelass entitied to retain the
benefit of its centraciad for, of
otherwise lagslly snforcaable, lower

for purchases from the qualifyicg
acitity. This subparagraph wil! thus
ensure the certainty of raies for
purchases from a qualifying facility
which entars (80 8 commitent 10

deliver o capacity to s utility.
Widm} lhlf!t)
qualltying facility may esergy of
capacity en an “as availabla™ basis. ie.
withowt obligation. The proposed

that retes for mach
should be based on “actual™

t of these

Incility to enter lato s contract or
legally enforoeable obligetian o provide

onergy of over 8 term.
U-dh% arcsable
obligation” is to pewventa
uﬂlb&nr‘;:-vuﬁu&n

based. st the option qualifying
facility, on either the avoldsd costs at
the ttme of delivery or the svolded costs
calculated at the time the obligatian
change enables 2

contract price for ita energy and
capactty at the outsst of {ts cbligation or
to receive the avolded costs detarmined
at thy tima of delivery.

A lacility which estars tnto & loog
term contract to provide mnergy or
capacity to a wtility may wish to receive
& graatsr percantage of the total
purchase price during the of
the obligation. For example, s |
payment schedule from the utility to the
qualifying facility may bs used to match
more clossly the schedule of debt
service of the lacility. B¢ long as tbe
taial payment over the duration of the
contract lerm does not exceed the
estimaled avoided costs. nothing tn
thase raies would prohibit @ State
regulstory authority or non-regulaied
electric utllity brom approving sach en
srrangement.

" addiuen to e svaided asel of eneryy. thesa
costs went inciude the prorsied share of the
agpregats capanity vaius of sech (eciliten
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§ 202.04(c) Foctors offecting i atee for

purchaoses.

Capocity Valve
Mhu:{hdcbﬂlmﬁtph;ym
estion of recogiition capa

value of fachiities.

in the proposed tyle. the Commission
adogted!hcnwm!wu the
Staf Discussion Paper that the proper
intarpestation of sectiom 210(b) of
PURPA requires that the rates for
purchases inciude tios of the
upnd!yuh:d ) by quelifying
production facilities. The Commiesion
aoted thet weed i section 210
of PURPA the Conlarence Report as
well o5 in the Fedara! Power Act

ln addition to thet distioe. the
Commiasion naiss that the Conferencs
Report states thet:

Ip interpevtiog he W9 “iacremestal cass
of allernative anergy”, the coaferses expect
that the Compiscion sad the $tates may jeak
twyond the costs of alterssive sowrwes which
xre instantenecosly svallaile to the wiility. ™

Severs! commentery contendad thal.
wunca saction 210{s}{2) of PURPA
“ e
qualifying facilities, the rate for such
purchases should pat includs psyments
for capacity. The Commission cheatves
thal the statrtory used in the
Federal Power Act zses the lerm
“electric anergy” ta describa the rates
{ot zales for resals in interstate
commercs. Demand or capacity
puyments are # traditionsl pett of such
roles. e “elactric energy” i3 used
throughont the Act to refar both o
electric enargy and capacity. The
Commission does rot find any svidence
that the tarm “electric energy” in saction
210 of PURPA was intended 10 refar only
10 fuel and spemting and mainisnancs
—il A

* Confarvmag Sopi in HIL 4018 Publie Utiby
Hrgulutory | LI Xep Na 1750 .
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expunses. ingisad of all af the costa
associatad with the provision of slectric

hoyr may be 80 unsertain in avallability
of output that they weuld only permit s
utility to avoid gensrating an equivalent
.mﬁh tdw-h&%ﬁ:ﬁimm
vtility musl conlinus to capachy
that {s gvailsbie to meet the nesds of its
customers. Since there are no svoided
capucity coatp, rates for such

purchasas should thus be based on the
utility sysisem’s svoided incrementsal
cosl of energy. On the other b
1aslimony al the Commission’

.
"J_.Mut.d,;x;_iul sflective

W AT

amounta of {irm capacity exist for
digperesd wind sysiems. svun tho!
each machine. conaidered separately.

phoaovolisic cells. slihough subject 10
;:.m uncanainty in po:cr autput, bave
maximum power colncident with

”:Lhd.uty I:nlz.-nldpd wasty 01
ratiestty an3 rllably Qan solar o
g apvicma. T oam scambal

se of new capacity. I e qualilying
acility provides such assurances. i1 (s
entitied to racsaive cates based on the

otder 10 receive cvadit for capacity and
to comply with the requiremeni thai
cates [ar ool sxcesd the
Incremental cosl of aliarnative snergy.
capacity paymaents cas only be red
g Lol o Lot s aly . "
qua o

.mz..u.. utility to redace .,

permils
R
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ils need to provide capacity by referencs o dastain h (el s likely thal (he qualifving (acilsty
the construction of new plant or umhmu::.mi Pedtn which would ciaim to replace such

commitments 1o firm powsr purchase
mmlntho“dm umlc.th
Cotmission sta 14f & qualifying
facility offers energy of sufficient
reliabill

enf.

to permit the purchasing sisctric gtili
wavddhmmdbmw‘ .hﬂdt,
genane 1o enal tto
ln.ﬂa'fnl:umsinphn&.h

the svoided capacity and energy costs
As indicated by the preceding
discussion, the Comamission continnes to
:l‘;m that (hase ‘:;ing:hs are valid

amvprhh. { properly
fulfill the mandate of the n?t{u.

The Commisxion also continues to
beliave. a3 stated in the proposed rule,
that this ridemaking represents an effort
to evoive concepls in a newly
developing ares within certsin etatutory
constraints. The Commissiob recognizes
that the transistion of the principle of
svoided capacity costs from theory into
practice is an extremely difficult
exarcise. and is one which, by
dzﬁn!' tion, uafb‘"dfu on estimation and

orecas tute DCCTITENCRS.
Amdﬁy. the Commission wy

the recommendation made in the Stafy
Tiscussion Paper that it should leave to
the States and conregulated utilities
“Qexibility for experimentation end
sccommmodation of

cirenslances” with regard to
implementution of retes for purchases.
Therefore. to the axtent that & method of
calcolaling ths valus of capacity from
qualifying facilitiss reasonably sccounts
{or tha utility's avoided coats. and does
not fail ¢ provide the required
encouragemeni of cogenerstion and
small e production, it will be
cwulc]md &5 satisfactorily
implementing ths Commisalon's rules.

§ 292.304(e} Faciors affecting rates for
purchosas.

As noted previausly, seversl
commeniers observed that the utility
system o3t data reguired under
§ 292.302 cannot be direcily spplisd to
rates for purchase. Tha Commission
acknowledges this t and. a9
discussed y, hag provided that
these data are 10 be used as o starting
Eoprupriste e 1o purchases equsl
a ate ruts for sa1 equsl 10
the ulility’s svaidad cost. Acoordingly.
the Commission bas removed the y
reference 10 the vtility system Wt dats
from the definition of rmvewpeer< « - -
purchases. and has inkeried -t i~

calculs ‘es for purchases.
Subm&; () ::am that these date
shall. to the extent practicable. be uken

into socount (o the calculstion of © rete
foes nrnz}dulnmhuu
mm&ucm
faciitty sysiem daily and
sansonsl periods. If a qualitying
facility can provide soargy to a utllity
during peak periods when the electric
s runaing its most expensive

refusing W (nptall metering aquipmant,
an electric aiility could avoid the

ol tion to consider the tme al which
pan md"tzglagthlnumd
provision. , the more
precisely the time of purchase is
recordad the more exsct the calculation
of the avoided coata. and thus the rate
eeciying that exact ot day
t exact y o
seasoual rates for purchases are
howwver, the Commission
uthndd?:;l?bnthh ﬁ:s
to late
reguistory egthorities and nonreguleted
slectric utilities charped with the
u&“umdmmim
uses (i) through {v) concern
various aspscts of lhs reliability of «
quatifying

utikity provides powsr from its own
generating units or frow those of enother
electric utility. it narmally contrals the
uction of such power from a central
ocation. Tha ability o so control powser
production enbances a utility's ability 1o
t’;tpondw:h:uuindcmnd.md

powsr (0 the utility. A qualifying facility
tmay bs able to enter into an
srrangement with the utility which gives
the utility the advantage of dispatching
the fucility. By so doing. it increasss iu
valus to the utllity. Conversely. if s
utility cannot dispatch a qualifying
factlity. that facility may be of luss velue
to the ollity.

Clause (1) refers to the expected or
demonstraied reliability of s quallfying
fucility. A utilily cannot -vol:? the
consuuction or purchase of capscity if it

capacity may go outl of serviee duning
the period when tha uitlity naeds its
power (o mesi sysiem demand. Bascd
elabiny of » quekiyiag tociimy h

tyofa acility. the
rata for parchases from 8 qualifving
facllity should be adjusted to reflect i1s
valus to the utility.

Clause (lil) refers to tha langth of hme
during which the qualifying facility has
ﬁhc‘:unlly or se guaranieed

t supply energy or capacity W
the electric utility. A utlll
generuting wnit Aormally will supply
power for the life of the plant. or unul It
is replaced by more efficient capacity. Io
coutrast, & cogenerution or amall power
Poweer 45 & rowiltof changes b i
poweras s t
industry or in the indn:;hl : l::
stlltsed. Aceordingly, ue o
service from Lhe qualilying fecility to the
elactic utility way be effacted by the
degrea to whick the qualifying factlity
;ewes quhm or other legslly
enforceabls obligatioa thet it wili

are the tevm of the commitmany, the
requirement fcr notice priot o
termination of i3 commitment. and sny
penally provisions for bresch of the
cbligation.

1o order to provide capadty valoe to
an electric otility s qualifying facility

need not DMBI agres to provide
power {or the lifs of the plant. A aiiliry's
expansion placs often

inciuds purchases of firm power from
other utilitise in ysars immediatsly

ths additico of s majar
generation uit If a qualifying facility
ccntracts to dslivey powar, for axampla.
for & one year period. it mey ensble tha
purchasting utility to svoid entaring into
& bulk power purchase arrangement
with another atility. The rate for such a
purchase should thus be based on the
prics ot which auch powaer ts purchassd.
or can be expecied \o be purchased.
bassd upon bana fde offers trom
snother utility.

Clause {iv) addresses periods during
which s quatifying facility is unable 10
provids power. Electric ulilities achedule
nalntenance gutages for their own
gensrating pnita during periods when
demand is low. I a quﬂ'fyin' facility
can simlisrily schedule i3 maintsnance
culages during petiods of Jow demand,
or during parioda in which a utility's
own capacity will be adequets io handle
axisting demand, it wili snsble ths
utitity to svoid the sxpenses associated
with providing an equivalent amount of
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capacity. Thess savings shauld be
nl'?:dztn:hnu {or purchases
Clause (v) refers o n quslifying
facility's ability and willingness o
provide capacity aad mergy during
sysiem emergenciss. Section 282.30% of
these regulations conoeras the prevision
aof electric service during
ecergencies. It
exteni that e

production and :
cogeneration facllities coald proride
tb.d-npupobﬂitya::hm:

Another related factor which afiecta
the expacity value of a qualifying

rught be required to continue aperetion
un .nhmﬂym plant, while
s1m craging operation as a
load on the otility’s system. To the
»xtent that & facility Ly unable 10
sepsrate its load from Its penersticn. ity
value to the purchasing utility decrwasen
during system mm:::n.‘l’o reflect
such a poasibility, {v) provides
that the ing utility may constder
the qualitying factittys ability 10
reparate its losd from lis genersiion
dunng system in
dulerminlng the vatue of the qualifying
tagility to Lo slectric wiflity.

Ciause (Vi) refars to the aggregate
cupabllity of capacity from ilying
fucilities to displace p utility

of firm powar L the electric utility. Lhe
diversity of thase [acilities may
m!hqinly comprise tha squivaleni of

capacity. .
Clanes (vil) refare to the [zct that the
lsed associsted with the

avuid these Rew plannad capad
additions, the rate for yuch W
should reflact the avaldad costa of thase

af such & untt will elso prevent the
sabstitution of the lower conts
that would have sccompanied the new
capacity. As a resall. the price for the
purchase of mesgy and capacity should
reflact thass lower svolded wnergy costs
that the utility would have ncusred had
the oow cx been sdded

This Is oot to say that electric utilities
which have excess capscity naed not
make purchases from qualifying
facitiles: qualifying lacitities may obiasn
paymen! bassd on the avoided esergy
costs oo & purchasing utility's eystem
Many uttllty systems with excess

capacity, Io pome instances, the smal upaclx have intarmediate or peakunyg
smounts of capacity provided from units use high-cost Inul.r;utl As
qualifying facilities taken individually 2 resyly, during peak haurs, ke energy
sught not anabls & purchasing stility to  costs on the systems are high, and thus
defer or avold scheduled capacity the rals to a qualifying utility from

sdditions. Tha aggregate capabllity of ., which the alectric utility purchases

such purchases may, howsver, be
sudfichenii to t the deferral or
avoildie of & capacity eddiion
Moarsoliar. whils ar: individas] qualify

_',L:mulmph () .m the cosls

«w:0r savingy resulting from line losses. An
facity may not pravide the squiveienE¥ e qual

ts rats-fos purchases from s
faZilisy should reflact the cost

savings actually accruing 1o the algctric
ntility;:‘f' snargy producsd h!?n e |
qualif facility undergoes line losse:
e alebt t oo powr ot wortd be

v 0 powet that wi \e
mﬂvﬂ;ﬁ:mmlddﬁowu
it replaces, quallfying lacility
shonld not be retmburesd far the
glbom [+ huc{:.dl.{'lhl la‘:d lcr\l&

qualilying ity is closer w the

qualifying facliity than it is to the utlliy
it is posaible thal thare may be nat
savings resulting from reduced line
losses. Lo such cases. the rates should be
adjusted upwards.

§ 2230%(f) Periods during which
purchase are aot required.

The proposad rule provided that so
slectric utility wiil not be required 10

purchase and cepadity from
o ey el

supplied by the isss expenaive base load
vrit had Il been permitted to operets al
e constani outpul.

snesgy o7
capacity from the facility. A
strict application of the avoided cost
set forth in this section would »

negative avoided costs which must be
reimbursed by the gualifying factlity. In
‘ord-zrmn;o "‘;m mmﬂm result of
[+ aq ] 1o am
electric utility for mzm.’s’;’mml
the Commission proposed Lhai ag
elecric uthlity be required to (dantify
periods during which this sltustion
would occur, 9o that the qu
facility could ceese delivery
electricity during thoss periods.

Many of the comments receivad
raflectad & suspicion tha! slectric
utilities would abuse this paragreph w0
circumvent their obligation to purchase
from qualifying facilitiss. In order to
minimize that posalhility. the
Commission has revised this parapraph
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to provide that eny electric utility which
mksmcuum !r;; N
qualifying facilities most notify ea
iﬂmndqu!ﬂ'y#h:ﬂlly ot to the
occmrence of (] in time for
the qualifytag fecility o coane delivery
of energy or capacity o the slectric
uatlity. This notification csn be ’
sccomplishad in any ressonsble manner
determined by the State regulalory
oahm&m%mm
utility that . cading
dﬂmwhsomdhnrhgdb

such verification by s $tate regulatory
suthority as ibs State suthority
detarminas DeCessary or ta

be required to reimberee the
facility for enargy or capacity
s §f such a light joading period bad not

occurred

The section has also been modified to
clarify that such periods must ba due to
operational circmatances.

The Commissicn does ugi totend that
this paragraph override contructus] or
other l:gllly snforcanble obligations

by the electric utillly to
purchase from s qualifying facility. In
such wrangements. the astablisbed rata
12 based on the recognition that the
value of the purchase will vary with the
changes in the ntility's opsrating costs.
These variations aty taken
into account, and the ting rats
reprasents the sverage value of the
purchase over the duration of the
obiigation. The occurrence of such
periads may similarly be taken into
account n determining rates for
purthases.

Tax lssves
The Conference Ryport states that:

* * * the examinstion of the levei of rates
whick abould apply to the purchsss by the
utllity of the cogenaratare of the power
producez’s power should not be burdened by
the same examination sa are utility rate
applicaions 16 detarmine whst s the just and
reasonabie rate that they abasuld recsive for
their electric powst.

The Commission notes thal section
301(b){2} of Lbe Energy Tax Act of 1078
makes certain snargy property aligible
for incrensed business investmant tax
credit Some of this property is
commeonly used In cogeneraticn and
small power production. However,
sactian 301{b}{2){B) excludes from such
eligitility property “which is public
_..“‘.‘....-— -

- (' Coplerance Rrpant an HA. 4018 Pudlic Uulity
Policss Aot of 1078 H. Bep. No- 1700 b
14 Seua. QTR

Tt L No S-€iA M UAC 1} o0 &
r2-ifigraube & 19985 e

utility property (within the meaning of
sectian $8{1)3) of the Internal Revenuse

Code of 1984} ™ A & rysult. §f ths
peoperty of a facllity which
was olbarwise for the credit

were 10 be classified as public utility

mmmﬂﬂmum
Revenve Code. It would not be

aligible for the incressed investment tax

t
The Commission notes that ths
Tressury Departaent’s regulations
provide that the defintuon of “public
xtility property” does not include
used in ths busioess of the
or sale of elactric enargy Uf
the rs\ss are Bot subject to regulation
that Aixes & vate of retuwre oo
frvestmant. ® Op this besis, the
Commission balieves that property of &
facility thet would otherwise
for the tax credit
not be that
aligibility under the public nility
property excl

g

the qualifying facility.

As a rosult, the Commission belleves
that ofg
{acilities ool be from

epinion on this matter in an effort
further aticourags cogsneration and
small power production by means of this
rulemaking procass.

§ 22308 Rates for soles.

Section 210{c) of FURPA provides that
the rules requiring utilities to sell
elecuic energy lo Q facllitles
shall ensure that the rates {or such ssles
are fust and reasansble, (o tha public
iolerest, und nondiscriminatory with
respect to qualifying cogsnerators or
small powsr preducers. This section
conte tes formuiaton of rates oo the
basis of traditional ratemaking (f.e-
cont-of-service) concepta.

Paragraph (a) expresses the statuto
requiremect that such rates be just sa
unom:zl: .?ih in the pu;lic dt;nmut.
Paragraph (s) also providss that rates
for salés from electric utllities 10
qusll!?ﬂtﬂliﬁ {aciiities not be

- 22U T YR}

Yraaingy fuby’-§ 146-SR7% T.D. Y8 March
B.10F w5y N

e e—

discriminstory against such fuciilnes 17
comparison (o rates lo cther custemers
aerved by the elecmic utility
A facility 1 entitled 10
purchase back-up ar siendby power d* »
aondisctminaiory rats which refiecis
hth.dﬁmhbﬂlty that the gualifving
xiv'-ﬁl ar will not contribute 10 the
need for and the use of utility capsciny
Thus, where the utllity musi reserve
capacity to provida service to &
facility. tha costs essociated
with that reservation are propu!ly
recoverable from the quallfying lacilit
If the utllity wosld similatly

ting customers.

In the proposed rule. parsgraph (b)
requirad electric utilities to provids
e e

any alatste s
hmuqmu\vmldhmvided
© & costomer who does pot have his
own gensration. The camments recaived

5.
sssuss these

conceming this pb noted that
this provision might be intarpreied as
requiring an electzic utility to grovide
sexvice to & facility st its tos!

{avorsbils rete, even if the

{acility would sot be for suciLs
vate if (U Ald pot have its cwn gensration.
It is not the Commission's (atention thet,
for exampie. an (ndustrial cogsvsraloy
receive pervice ot 8 Tate applicable 10
residsntial costomeny: rather, such a
customar should bu cherged ol a rets
applicable 10 & on-generating
customer unless (e alactric wiility
abaws that & different rew is justified on
tha besis of sufficient load or otbet cosi-
rulated dats. Accordingly, this section
now provides that for

facilities which do aol tanacusly
sell and purchase from the slectric
ulliity, the rate for sales sball be the rate
bat would be charged 10 the class Lo

which the qualifying facility would be
asaigned if i did nol have its own
pgmuan. b (2) that if.

ul provides an
the basis wpcu.rlto data and
consisisnt systam-wids costing

principies, utility demonstrates thst
{he rate \hat would be charged lo &
comparabls customer without lls own
generatiod is ool approprists, the utility
may base ita rutes foF sales upon those
dats and principles. The utility may only

cb.lmc such ratas on a
nondiscriminatory basis, howevar, eo
that e cogensrator will not be singled
out 10 lose eny ierclags o2 intraclsss
subsidies to which it might bave been
entitled had i1 not gensrated part of it
elactric energy nweds itasll,

In situatipns where s quallfying
{scility simultanscusly salls its outputta
an electric utility and purchases its
requiremants from that slectric uiillty. as
a bookkeeping matter, the facility's



thir
’é.j'
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alectrical output will ac* serve its own
md.hnntbcwﬂlhnmtom
As s resulL. the fucility's slectric
munhlymhmthuu
characteriatics as the load of other nen-
wd:dlﬂy Kthe
t»

pumhnun{ undnnl’.n:unlym
amount of energy or cu y

by an electric atility to mect 1be load of
a facility which simultanecusly
purchases

and sails will cn‘!:h
sceordence with in the facility's

[acility will nat be back-up or
mgmmmw!ﬂnh&tnﬂu
to the full-requirernents sarvice thel
wonldbcwﬁndi!mkdmyma

generstes On its ownL Thu. .
cogenersticn facility with a capacity of
ten megawatls might require five more
megawals from a ptility on @ continuing
basis to meet its alectric load of filtsen
megawntts. The five megswalts
by the elactric utility would y be
provided as suppiemantary powaer.
Back-up powsr is electric enargy or
capacity svailable to replace suergy
genarated by a {acility’s own genara‘icn
an anschedut
putage. in the example abova,
a cogeneration facility might contract
with an electric atility for the wtility to
have svailzble tn megawatis,
the cogenersior's units sxperiencs an
outage.
Maintenance powwr {s alectric

or capscity supplied duting tchad?ic?
outages of the fdlity
arzangement, s utill

Sdisuch

demynds on the utility during pezk
peviods.

Ini power is electric energy
or capad

"Ml
faciliry . um-:::ﬁuby&

slectric utility under specified
conditions. Many utilites have gtilized
Interruptible servics to aveid sxpensive
Whmuudly!hn-wld
otherwise be necassary 1o sssure
adequats reserves at Lime of peak
Mlhhﬁllrﬂﬂun

assure the &
g i axhw&“
therviovw nermally provided sl
llownlﬂhunm-

mmm-m
m:mbd&atﬂ&-m
Lave excess capecity 4o Bt seve any

that the
Commissicn should not a utility
with exosss capacity 1o
intarruptible service. If s wtility is not
adding capacity (whether by
constroction of purchase) to feet
muwmﬂm
the rates charged for umzt'lbll
w;tm-ﬂtwuly ths same
“&“w“’“’"m’mm et e

tiars

:' %mbulw

- coote by

The cossmenter con

jfntarruptible

than the rate for firm service. In such a
» walver parsgrap

mwdlm

chcnicuunuudon:ln:tu"l:ymm
mmmmuw. to
mhwumhu)mw
plnc-mnnduc]mﬂcnon electric
utility, In light of (bess comments. the
Stats reguistory authorities or the
Cammumuthtunmybn.rﬂ!
nlbw-wmucﬂhm

o finding after
nulity to ths State ngu.htaq Iﬁa‘
ar Commisaion, & the cave may ba,
provision of thess services will lnxpatr
the utility’s ability to rendsr adequate
service to ita cusiomers cr place an
undus burdsn o1 the eisctric utlity.
Notice mmust be given in the ares urvrd
by the electric gitlty, cpportunity for
public comment must be provided. and
an application must be submitied to e
Stats tory suthotity with Y4pe
10 any utility over
ratemaking euthority or thé'

with respect to any ponregulated |
'm:;:ﬂg’l"m] tdes that
c}) prov ratey
{or sales of back-up or matntenance
shall Dot be besad. without
data, oo the tien that
foread ostages or other ona te
output by sach qualifying fsclility on an
ehm:-unty-mwu&mnmr
slmulteneously or during the system
Like other cuztomers, qualifying
tee sy weil bave intraclass
diversity. Io sddition, becauss of the
mmbm-“b.duqmu

various types of g
hdhﬂun:h!lduunnym have
is thet an

(nterciges diveraity.
Thcdﬁoladdin;l

electric utility supplying beck-up o
mainienance powss to guallfying
facilitios will not heve to plan for
Tessrve capacity to verve such facillties
o the assumption thet every facility
will aae power at ths same momenL The
wmmnwb-bﬂhﬁ:

analyses

faciliting will chow that s uutlv
probably aot need Lo reserve capacity
oD a cus~to-cns besls o meet back-up
uta‘ummmu. Paragraph [c){lgmhlbiu

facilities will
and ai

umddata.m-hunndmb-h
the form of empirical load data. It might
bolbnuthumhhm
phic arass, wealher dats end
prmance data would constitute a

to lht{r need
e}{:} nu‘mn that um

for sales take into accoun! the
extant to which a qualilying hacllity can
usefully coordinate pciodl of schaduled
maintenance with an electric utility. U a
mﬂyﬁlhdmy stays oo lire when the
utility psed its capacity. and
schedulss maintenance when the
utilivy’s other units are aperativa, the
facllity is more valuable to

utllity, as 1 can seduce its capacity
ts.

§ 222308 Interconnection costs.
Parugraph () states that sach

w faciHl ni.mbmu pc.md

cu purchases ca

ar mlryugg: the quallfying tacilivy 13
intsrcoanection Costs. on 8

mhmmn ary basis with
il customers with sim!ilar loa

ibh' " ehird cieriatics. The Commission Ands
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Commission’s rules. previded that the
is ressensbly designed

dopt change-
does not find this proposal
sppropristy at this time, and belleves
that providing an opporamity lor
sxperimantation by the Sistss is more
conducve to

t of thees
difficult ruts

implsmentation

Section 210(]) of PURPA requires that
within coe year sfier the date that this
Cominisgion bes 1tz nulee mndat
subsection {a). and within oue ysar of
the date any cf these rles ia revised
sach Stats regulatory snthority and sach
nonregulaied slsctric gtility, aftar notice
and opporhmity for bearing, mmst
impiamaent the rules or revisions thereol,
a3 the case may be.

The cbligation to

begina within oo year after
promulgstion of such rales. The
requirement to bnplamani msy be
fulfiiled either (1} through the emacrtment
of laws or reguistions at the Bate Jevel,

FPSC Docket No. 941101-EQ
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Aaview and Enforcement

Section 210ig) of PURPA provides one
of the meae judicial
review ol & conducred by »
S1ate regulatery suthorily or
sanraguisted wtility for purpeses of
wmmmum

PURPA. Section 123{c){1) cetining
provisiens cencerning judicial review
aad enforcamen! of deterninations
made by State regulatery outherities
and aouragulsted utilites wndar Subtitle
A, B, or Caf Title | n the appropriate
State court. These provisieus slso spply
o review of any sctios teken ©
implomest the rules mmder section Zi0.
This means that perscne can bring a2
mhﬂlbmﬂbmhs‘:\-

PURPA can tosslst not oaly of review
and eniorcement as 10 whether the Siats
regulatory sathority or nomregulatad
alaciric stility bas condncted tha initis}

{mplemsaiatica . put
into effect regulstions iaplementing
mmmmumn
tmplementation, notios an
oppostunity for a hearing. 1t cad also
cansist of review and enforcement of the
sppiication by e State regulstory
autkarity of tad aleetric utility,
o8 @ care-ry-case of its
regulations or of any athar provizics it
may have adopted to implement tha
Comumiesion’s rules ander section 210,
Section 30(hN2NHA) of PURPA states
o o
tan
section 210(1). The Congress has
providad aot only fo¢ privats causes of
actios {n State courts to obtair judicial
review and snlorowment of the
tian of the Commission’s
rules under pection 210, but also
d-thist the Commiseion may
sarvy b ieeum for riview and
enficbitndnt of the iagpiémentation of
this program. i

§ 22401 Implemantation by stole
regulatory suthorities and nonreguioted
sloctric utilities

Paragraph {8) of | 292.401 sets forth
the obligation of sach State regulatory
sutbority o commence mentatich
of Subpart C withia ane ysar of the dew
these rule) take affect In complying
with this peragraph the State regulatory
autborities are required W provide for
notice of and oppertunity for public

As described in the summary of

elsctric utility. This provision Is

§ 382,302 (.\vatlability of siectric utility

systam cost data), the tmplementation of

which ls subject to | 252402 discussed -

below.

(b) ests forth the obligaton
tad electric utility to

Paragrspd {c) ssts [arth ¢ reporting
requirament under which sach Gal
muhmauthuluudnwhud
electric utllity is to file with the
Commission. 6ot leter than ons ysar

Commants raceived regurding this
secticn indicated a concem that the
obligation cf a Biats regulatory authority
or norwegulated uility “lo commence
%um. * * within ooe ysar
* ¢ *~ did pot provide any s
to when the mlbowud-
The Commission notes that the intmton
of this secticn s thet the Stats
regulatory autharities and noaregulsted
utilities have one ysar in which to
estublish procedires and thai al the end
olthalycuﬂl&&lun%blmtd
1o entertuig spplications. The phruse
“cotmenca Juplemeststion” (s intanded
by the Comexissian 1o connots that
tmplassentation of these niles 45 8
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continuing process and that oversight flexibility 1o the States sad wirement under Part 1 of the Fedaral

will be cogoiag. nenrepulaied utlities to implement the %MWW“Q““’"?
a

Inpi ot ) Commissios's rules under section 210, facilities will be exempt (roen Part )
:bm?;l. of repocticg lmnlu'-mu-bdm:m tht!odualmm?fh(:cmmumn
::wu-umﬂ Canumission out Jorth procodurvs for recently ieweed simplilied proceduses for
mw‘-mm oy
4 28250t io imponad directly sa slacwic m formal participetion  kydreslecwic projects of 15 watls

utilities. This is diffarest frem the rent of hﬂwm-lﬂc or lags, sad hes esund

Scbpart C whare the sbligaties ls actis  hecring. The Cossmiseion noies thst ragulations (o axpedite of
-ﬁm by - m

anthority or the Senteguiaied sppartunity o be haard s any The believes

utility i e roie oo raguiater. The procseding it conducts to detarging a—-nﬁ-‘ﬂ-;u&w

Mb-ﬁbm whether o st s weiver sheuld be preduction {acilities be the subject

under soction 228 of Amdober  gened of sm srder under section 22{c) of the

laws within the Coumtission's sutherity Fedaral Powar Act them o

o
bm&e.“v“ s ke o raen Folissmption :‘-ﬂm m’.zuh

e irmbegbion-erbiorit mot e5cied by e Luct ot & faciity.
& »ot ¥ ity
md&(:ﬂ.;”‘ mm. %A«- atialee ¢ slates or iz.
iavved mier sactien ’ imterchanges an sloctric »
preamble, the data required by § 20230t the Commiasian shall proecribe rules {acilitias will not by from
wﬂinlbhﬁi--d the rates *“Wﬂ section 203c) of the Act.
for parchesss will be dertved: § 203302 W:‘-ﬁ- Foderal Power Turthermors. tn response t0 comment,
is thus @ critical olewent im this pregram.  Act. Pabiic Uity Helding the Commmlesien bas revised this
The Commiesion believes thet, with c-ﬂ.mmqs.mumu 2 10 provide that qualifying :
regard to xiilities eubject 9 section 139  lawe aad ragulstiois respecting the tiee are ROl eampt from sections
of PURPA. the Commlssion may rais, or reopectiag the Shaacis! or 210, 211, and 213 of tha Federn! Powsr
axarcise its authority noder section 133 whmﬁﬂ-dm Act se reguired by section Z10(s)IXE)
to require the dats required by or from axy combisation of the  of PURPA.
§ 282.302(b) on the bexls tha! the foregoing. f the Commission dstarmines Sectiens 301, 304. 208, 200, 208, 301,
Comntission finds such infermetion such axmmption is 0 202, aad 304 of the Faderal Power Ac
uscessary to allow determinetion of the  smcoursge cogeserstios and smal refiact traditional rale tiow or
costs aseaciated with providing electric m‘mﬂl“hﬁim regulation cf aecarities wtilivien.
suzvices. With regard te utliities not bon Papar, the imtended The Commiseion bas determined that
subject to sectian 133, f they fall 10 tho Coummission to make wee of mm&-mu
provids tee data called for in i on anthority tn erder to sections of the P Power
§ 282.302(c}. the Commission may remeve the disinceutive of stility-type  Act
- SiRtRies an
the Commisslan with suthority Gection 210( zjdm imteriacking directoraies. The
10 require raporting of such date. is not an 10 Commiseion belisves that any
§ 2226 Woivers. cxmpt v who etharwise is required L0 8ls 8
faciities of 30 % 00 megswatt capacity  report regarding interiociing positions
Parugraph {a) provides fer o froms oo As jemade  chould a0t be exemjiad from such
procedure by which any State regulatory  forsmall prodaction factlities becausy ba or she s also »
suthority o7 ty  using léomase us ¢ primary saergy director or eficer of 8 tacility,
may apply for & waiver from the sowrcs. Such laclities between 30 and Finally, the safoccoment
application of any of the requiremsents of B0 waits may be exsmpisd from Past [ of the Pederal Power Act will
Sul € other than § 2302 (Secticn  the Utdlity Company Act  continus to apply with respect to the
282.502{d) has been revised 10 permit & of 1033 and from State laws and sactions of the Faderal Rower Azt from
State tory suthority or regulations but may not by exempted which qualifying facilitias are not
nonr etility to s eubstituts  from the Federa! Power Act The axempt
mathod for the provision of system oot Comwilasion will establish procadures 122002 Examption of .
data writhout prior Commission {ox the demrmination of rates for these !cdlmnfmnlhombh‘c‘blmry A
tvm tarilitiss in & separats proceeding. Cotnpany At and certain Siats low ang
ph (b) provides the! the Pasagraph (8) sets fortd thoss regulation.
Commissicn will grant auch s waiver facilitien which are eligible for
only if the epplicant can show that axsplicn- Peregraph (L) provides that Under section 210(x) of PURPA the
complisnce with any.of the facilition described in (s} Commission can sxempt qualifying
requirements ls ool oecessasy 0 shali be exsmpted from all but certain facilities from reguistion wader the
encourage cogenaralion or smell powsr  specified sactions of 1hy Federal Power e
production and ls st otherwise required  Act iy ) ©Sow Order Ma. 11 Souplified Pronaduses for
under section 210 of PURPA. Sestion 21(e}3NC) ol PURPA reabiry Moodest g erg e st sl
This section 8 included in recognition f4provides that no qualifyfeg (aclity’ BlY  {iuaus tur Mater Promwcm—Tsionng Dove. Demiont
of Ibe need for the Commission o affsrd 4 T8 Watemprad frosgioy Younse of Farilll  No DRI 4 7R 00 AW 1. W

i AT Fre Fer e
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public Utllity Holding Company Act of
1933 and Stata laws and regulations
rases or fissncial

faciiities m,&:’l! power production
facilitias of 30 magewalis or Jees may he
gxsmpted from both of these Laws, with
powser praduction jacility {zs., wp to 80
megawatts) ysing bicunuse 88 & primary
enirtgy source car: bie exemptad from
thase lsws.

The Commisaion bas detesrmined that
whare & qualifying facility is ssbjecied
€0 more  egulatics than athes
cotpanies solely by season of the fact
ia the produstion of

of
not lubj;'ci to sdditional tml:,llﬂ
s3 & result of electric production
subsidiaries. The isaion ther
Lelieves that in ordar to encourage
;gg;nmﬂo:; ond rmall powser

uction it i necassery to exampt
cogenerators and senall

from all of the provisions of ths Public

Utiltry Holding Company Act of 1833
related lo slectric utilities.
v, paragraph (b} states that

Accordingl
no qualifying facility shall be conaidered

(o be un “electric utility » &8
i Hol g Compay Act of 333

tility 1935, 35
US.C § 7odlall(a)

Section 210{¢) of PURPA sintea thal
quati fucilities which mey be
exempted from the Public Utility
Holding Company Act mey alsa be
exempted from Staty iaws and
resulstions respecting the eatas or
financisl organization of slectric
pliliies.

Comnission bas decided o

lsws and regulstions wiich would
conflics with the Saa1e’s splementation
%mmn'.m-wm
“ The Commission belirves tha? such

encouwige cageneration or sal) powsr
producrion, wm:a»
(c)(1) provides that sny

faghity shall be exempt frox Siate laws
and regolstions sespecting rates of
elactric utilities. and from financial and

orgunisatioss! regilation of siectric
«tiliUes. Severs] commaenters polad thai
this pection 1 be intarpretad as
nﬂﬁmq facllitias from
e or regulations impuamenting
the Commission’s rulat. section
2101f) of PIIRPA. In ceder lo clarify that
qualifying facllities sre mot lo be exemp!
from these rales. the Commission has
added subparagraph {cH32} prohiblting
any exemptions from Siate laws and
regulaiions g 1ed pursuant to
Scbpert C of these nuies.

Some commentars indiceted tha!
§ 2.3 (b){1) might be iaterpretod o2
& Mate rom reviewing

coatrncts lov parchases.
commontars plsted thai, a5 & part of a
Staw’s lation of alectric utilities. a

. ooatracis for purchases xs
part of its regulation of dlactric utilities.

Suth suthority may contime to be
exarciend U consistent with the terms.

wader seclions 210
A and this

sabject o & particular Stste law tn order

1o remove any %
subpsragraph (cN4). the

may determine whatbar s qua

IV, Eflactive Date

Thwe regulations promulgaled in thit
ordar sre effective March 20. 1980

i consideration of the forepaing. the
Commission amends Part 202 of Chapter
L Title 18 Coda of Feders! Regulations.
28 sel forth below, effective March 20
1980. By the Commission.
Kanseth F. Pumbh. -

2Py

t1) Subchapter K is amsnded in the

ey aeiiing he il for P
tion by ae title for Part

282 and substitating (e following in Ueu

Part 32=Raguistions Under Bections 3N
and 210 of the Peblic Utility Ragulatory
Policies Act of $E70 Wiib Regard to Sumall
Power Preduction sad Copmaarstion.

(2) Subchaptar K is forther amended
in the 1able of contents to Part 202 end
in the text of the regulstions

Subpart B and by

resarving uw
Subpara A.C. D, and F o read &8
follaws:

PART 252=AEOULATIONS UNDER
SECTIONS 301 AND 219 OF THE
PUBLIC UTILITY REQULATORY
POLICIES ACT OF 1978 WITH MIQARD
TO SMALL POWER PRODUCTION AND
COORNERA

Smad Power
Sostian 210 of ihe Pubile LAy Regudutery
Polision Ast of 1978

22301 Scope.
2130 Availaditty of Dectric Utility
Bystem Cost Deta.
a9 Bacwic Utllity Otilgations Unedas
Subpart
Raiae for Pachases.
Raten for Bales
Lnerconpection Casta.
282,507

Syviem Emergencive.
292908 Standands {ar Opernting Reliability.
Subpart D--implomentation
23401 Implemantstion by Siats Rugulatary

Reguiresenis.

82403 Werrenn

222304
3|06
2308

Lacility is exempt from & panti State

low or segulation. mmuo::ynu
{Publce Utility Rugulstory Rolicien Azt of Powr Producton

778 16 US.C. § 200, of 209., Energy Bopsly iw";“
and Eovironmmnisl Coordination Act. 38 ?°° Lawe Roguisicrd
US.C § 79 ot seg_, Fleral Power Act a3 -~ + 00900 Exaptin of Qualifying Focitias
amended. 38 US.C 195w 00g.. o or= Srom te Fadera) Pwwer Act.

of Energy - Ast 82U 12 PCTY 9 of Qualifying Facilitios
et s7q.. O, 12008, 42 Fecl Reg. 462871 7o the Lhility Helding Company
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Act and Cortaln S1ste Lo~ and

dafined in this
{b) Definitions. The fallowing
definitionn spply for purposes of this

parl

{1) “Qualifying facility” mesns &
cogeneration facility or o emall power
production faciiity which Is a qualilying
facility under Subpart B of this part of
the Commission's regulations.

(2) “Purchase” masns the purchase of
clectricnnr’yora city or both from
s quailfying facility by sn electric stillty.

(3) “Bele” momtb.h:::lb;lwc
ensrgy ¢ capacity o¢ an electric
utility to & qualifying factlity,

[4) "Sysiem cmergency” means &
condition on a stlity's system which (s
likely to result bn tmminer?
disruptian of service 16 custaners or ls
imminently likely 10 esdanger life or

property.

(S} “"Rate” means any price, rats,
chargs. or classification mada,
deranded, obeerved or recedived with
resgect to ths eals or purchass of
electnc ensrgy or capacity. or any ruls.
regulation. or practice respecting sny
such rate. charge. or classification. and
any topiract pertaining to the sale of
purchase of electric snergy or capacity.

(6) “Avoided costs™ tmenns the
{ncremental costs 1o an steciric atility of
electic energy or capacity ar both
which. but fot the purchase from the
qualifying facility or quallfying facilities.
such vtility would generets [taalf or
purchase from another sourcs.

(7] “laterconnection costs” weans the
reasonable costs of connection.
switching, metering. transmlssion,
distribution. salety provisions and
sdministrative costs incurred by the
electric utility directly related to the
instailation and mainienancs of the
physical facilities necessary 1o permil
interconnected cperstions with &
qualifying facility. to the extent such
costs are (n excess of the corresponding
costy which the electric ulllity would
have tncurred if 1t had not engaged tn
imerconnscied operations, but insiead

FPSC Docket No. 941101-EQ
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goners uivalesi amount of
o 11..1! or purchased an

uv‘oh}d.dcuu. .

1) “Supplemen v~ MAADS

elecuic “::.p;w supplisd by
used by a

10} “In powsr” maans
Mwﬁuundwwhdh
an electric g
by the electric utility wadar spetified
conditiona.

{11} “Maintenance pown™ Besne
electric enargy o cspacity supplied
v :’dndulad i

§ 12201 Sewpe.

{s) Applicobiiity. This [
1o the regulstion of Mm
b:ig-m qualifying facilities and slectric
utilities.

{b) Negotiated rotes or terms. Nothing
in this subpart

(1) Limite the authority of any slectric
wtility or any {actlity to agree
to a rats {or any purchass. or terma o7
caonditions relating to any purchase,
which differ from ths rate or terms or
coudiiions which would otberwise be

uirad by this subpart or

I‘.?2] Affects (ke valldity of any contract
entered into betwsen a qualifying
facility and an electric utility for any
purchase.
§ 292307 Avelabiity of elociris yaliity
system coet M

(&) Applicabiiity (1} Except as
provided in paragraph {a){2] of this
section, paragraph {b} eppliea to each
electric utility, in any calendar yaar, if
the total sales of electric energy by such
utility for purposes other than ressle
exceeded 500 million kilowstt-hours
during any calendar ysar beginning afier
Dta:zanln 1675, and b:!:;"lhl
immediately precading cale YORL.

(2) Each uﬁb?' having total saley 8f
slectric energy for purposes othetibnt

provids thé dath'of its supplylng uillity

resale of less than one billion kilowan-
hours any calendar year
blﬁ:ﬂn' ter December 31. 1978, and
belore the immediataly precading yssr.
shall not be subject to the provisions of
this section wnti) Msy 31. 1982,

[b) Canere! suls. To maks svailabls
datg from which evolded costs may be
derived. not later than November 1.
1980, Msy . 1982 and not less often
than every two years theresfter, sach
regulated alectric utility described in
pamgraph (s} of tkis seclion shell
provids 10 its Siale regulatocy authoriiy:.
and shall maintain for pubiic inspection.
and sach noaregulsted slectric uillity
describad in paregraph () of this
ssction shall maintyin for puhlic

the following data:
(1) The setimatad svoided cost on the

purchases
qualifying facilitien. Sach levels of
puwchases shall be statad tn blocks of
oot more then 100 megswatts {ov
eysiams with peak demand of 1000
megawstts or movs, and o blocks
squivalent 1o 80t mor thas 10 percant
of the sytam pesk demand {oe sywiens
of less thas 1000 swatts. The
svoidad costs shall

per kilowatt-hour basia, datly and
ssasonal peek and off l.k’uiods..ﬂ
ywar. for the carrent ar ysar
sach of the naxt 3 ysars ’

(2} The elactric utility’s plas for the
sddition of capecity by amoun! and
type, for puschaees of fAirm energy and
capacity, and for capacity retirements
fauﬂ.udwt‘lhcm&qm

C b -, w e A= Gms 6 =

{3) The ssiimated capacity costs st
completion of tha planned capacity
additions and plannad cepacity irm

. cn the basis

cosls of aach unit sxpressed tn cmmts
per kilowatt hour. These costs shall be

in teyms of Wndividual
genersting units and of individual
plannsd firm purchases.

(c) Special rule for smoll electzic
utiities.

(1) Esch electric utllity {other than A:I
electric utility to which parsgraph (b)
tbis section applles) shall. upon request:

{!) Provide comparsble dats (o that
required under aph (b) of this
section 1o enable q facititias to
estimats the electric uttlity's avolded
cosis for periods described (n parugraph
(b) of this section; or

{1f) With to an electric utility
which ts Jegally obligaied to obtain ell
its reguiremants for electric enwrgy and
capacity o stinther elactrie utllity.

-

-——
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B hases soch enargy and capac
se3 anergy capacity.

(2) if any such electric utility Lails to
provide such information on requast, the
qualifying facility may opply to the State
regulatory suthority (which has

! mddasaulhadtywulhckcw
r Y Commission for an crder

thal the information be

[d) Substitution of cltarnc:ive method
(1) Afrer public notics in tha arsa served
by the electric utlity. and afwr

ppormnny for comment any
regulatory nu!horhy may require
hid:rum muhi.u [ thaity).?
w) 2] a
ted electric

providc data di!!'mt than t.hooe which
are otherwise required by this wection if
it determines that svoided costs can be
derived from such data

{2) Any State regulatory suthosity
(with respect to gny electric vtility over
which 1 kas ratemaking suthority} or
nonregulaled utillty which requires such
different data shall notify the
Commissiom within 30 days of making
such determination.

{e} State Review. [1) Acy data
submitted by an elsctric otillty cnder
this section shall be subject to reviaw by
the State regulatory autharity which has
nllemcktng authority over such electic
ulility.

{2} In any such reviaw, the slectric
utility has the birden of coming forward
with fustification {or its data.

§ 292303 Elacwic wiility shigauiens unser
s subpert

{a) Obligatian to purchase fram
qua)ffymg Jacilities. Fach slectric utllity
shall purchasa. in accordance with
§ 202304, any energy and capadty
which is made avdhblc from e

(2} Indirectly to the electric © in
accordance with paregraph (dj of
seclion

{b) Obligetion to sell to qualifying
facilities. Each elsctric atility shall sell
o gn{ qualtfying lacility. inm
with § 292.305. any energy end capecity
requesiad by the qua facitity.

{c) Obligatian to interconnect {1)
Subject 10 paragraph {c}{2) of this
section. any slectric utility shell thake
such utf;':mmmhdu wi!t' any
qus ty as may be necessary
16 accomplish purchases or salas under
Uus subpart. Tha obligatian 15 pay lor
any Interconnection costs be
iilclamlmd in eaccordance with

(2) No alsctric tility is required to
interoonnect with any qualifying (acility
H. solely bry renson of purchasas or sales

over the interconnection. the electric
utility would become subject 1o
regulation as 8 peblic utility under Pan
11 of the Federal Power Act,

(8) Trunxmnission to olher alectric
vtilition. H s
so elsctric utill

purchase by the atility to which
such energy is transmitted shall be
sdjusted up or down 1o reflect line
iosaes pursuant to § 282.904(e){(4) and
ahall not include any charges for
transmission

$322.50¢ Natan fur purehapen.
{3) Rates for

(1) Ba just and rezsonsble to the
elactric coaaumer of 1he alectric utility
and in the inlerest; and
m)mﬁ ud-‘:npwu
copenaration
(acilities.

production

(2) Nothing in this subpart requires
wychctrtcuumywpuymmma
woi:l.dm

lzlSublwwmmph[bm)d bis
uwmcuuf‘mm.m;cmm
ents of paregr [
mm::uquhthewoldtd
costs determined eftar conslderstion of
tha tactors et forth it paragraph (¢} of

tml’S)A {or purchases [other thao
rals o

from new capacity) may be less than the
avoided cost if the State regulatory
authority (with respect to any electric
utility ovar which it has rstemaking
authority) or the norreguisted electric
utility detarmines that & lower rate is
consistent with parsgraph {s) of this
section, and is sufficient to encourage
Wmuanmdmﬂm

4j Rates for from pew
R e oo,
parsgrepb (b)2) of this section
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regardiess of whether the elecine miln
mukeng such purchases is
simulianeously making sales 10 the
qualihing [ecility.

(8} in the case in which the rates {or
purchases are hased Lpon sstimaies of
avoided costs over (he specific 1erm of
the contract or other legally enforceabie
obligstion. the rates for such prrcheses
do not viciate this subpart if the rater
for such piochases differ from avoided
costs at the timae of delivery.

{¢) Stondand raias for purchases. (1)
Thete shall be put into effect (with
respect 10 each alectric utility) standard
retes for purchases from i
Iadilities with s dssign eapacity of 100
kilowetts or less.

{2) There msy be put into effect

catas for purchasss from
qualifylng facilities with a design
capacily of more then xno kilowatis

f. nudmi r;tu for purchases

m ShAII wuinml with psragraphs
{9} and () of Lhis section: und

(i1) May diffsrectisis aypong

facilities using various
tu:hnoln'iu oo ibe b 3is of tha supply
charscteristics of the different

technologies.

(d) Purchases “as agabh ‘
pursuant & @ legally enforcechle
obligotion Each mlify‘ln. tacility shall
have the option elther:

m ‘ro provide nmu the qualifying

energy 1o be
wauublu {or such prrchases, io which
e o e poncheing sty
on
avoided costs calculated ot the time of
dalivery: or

{2} To provide anargy or capadity
purauant to a egally snforcsable
obligation for the delivery of mergy or
capacity over s specified term. in which

case the rates for sech shall
at the option of the facitity

exercised prior to the of the
specified term, he based on o

(i) The avoidsd coss calculated at the
tte of delivery: of

{il) The avoided costs calculsied et
tb: ()1]:. the 0 tion is mfw

o) Factors offecting rotes
vurchases In dﬂnu.m avoided costa,
the o factors {0 tha extent
praciicable. be taken into account:

{1) The dats provided pursusnt to
§ msm.(b}. {chor {d) tm:lndmg Stats
review of any such da

(2) The svalabil) upadty or
energy brom a tacility during
s ity el pes

in

(i] 1":. abilll&dulhn utility to dispatch

Iill ?.ﬂ.d ot demomstrated
relis} gy guallfying facility;
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(3ii) The terma d:amm«m regulatory authority determings

legally enforceable
the durstion of the obligation.
termingtion notice requirement and

{iv) The extent 0
of the qua

{vii} The smailer capacity incroments
and tke shorter land times available
with additions of npcdtybn
qulifml

(3) The ninimhfp d the unih'bmty
of energy or capacity qu.l.ll.fy?
facility as derived in g{IXZ]
this section, 1o the ability of
utility 10 avoid costs, including the
deferral of capacity additions and thwe
reduction of fosal fuel use: and

{4) The gosts oz savings resulting from
variations in line losses from thoss that
bircheses s 8 queltying Tecing. 1
purchases from & qua ty, U
the purchasing electric ytility generated

wivelent amount of energy itself or
pu.r:gnnd an oquinkai amount of
eiectric enerygy ﬂ

1] Pmodv dumu whii
not required.

(3) Any electric ntility which gives
notice pursuant to paragraph (f}{2) of
this sectios: will not be required to
purchase slectric snsrgy o capacity
during any pericd during which, due 1o
opmuoxul clreuymatances.

resuli in

costs those which the utility
would inguy if it did not make such
purchases. bu1 tastead generated an
equivalent amount of energy itsell

{2) Any electric otility seekieg to
nvoke paragraph (£){3) of this section
must notify. in accordance with
applicable State law or regulaticn, sach
alfecied qualifying facility in time for
the quslifying facllity to cease the
delivery cf energy of capacity to the
electric utility.

{3} Any electric ntility which Sails 1o
comply with the provisions of paragraphi
(112} of this section will bw required to
pay the same rote {oz m dnnrchmb. uqnfﬁd
ENnergy Of CAPALItY 88
had the period described in paregraph
{M{1} of 1his section not occurred.

{4] A claim by an electric utility that
such # period has ccourred or will ocour
is subject 10 such verification by jis
Staie regulaiory sutherity as the'Siste

nnnuz:r l:wiltl. ither before

§3LNE Natee tor suien.
{n} Generc] rulse. (1) Raise for salas:
(1) Shall be jost aad rwascoable and in
the public inlarest: and

wilb 1o any

Stats rqulnory authority or the
Comrnission. ue the case may be. finds
3.1!;. camplisnce with such requirement

(i) Imvpalr the eleciric ctility's ability
to rendsr adequale sarvics to its
cusiomers: or

{i{) Place an wndue burden on the
electric utility

{c) Rotes far sales of back-up and
maintencnce powsr. The raie {or sales
of back-up power or malntenasice

power
(1) ehal] not be based upon an
assumption (unless supporiad by factusl
data) that forcad cutages or other
reducticns in electric output by il
qua!!fyinc facilities on &n slectric
tility's system will occur
simulteneausly, or during the system
peak. or botk: ang
{2} shall take into xccouns (he extent
to which scheduled outages of the
qualifying factlities can be usefully
coordinated with scheduled outages of
the ytiiity's facllities.

B 232208  Irturoenneciien Cesde

{a) Obligatiar: 10 pay. Exch qualifying
ncility shall be obligated to pry any
interconnection costz which tha State

regulatory sutherity {with respect to any
elactric utility over which it has
ratemaking authority) or nonregulated
slectric uu;l‘tzl;uy aseass againe! the
qualifying tyena
nondiscrimingtory besle with W
other cusiomery wilh similsr loa

characieristica.

(b) Reimbursement of (ntarconnec:ion
costs. Each Siate regulatury authority
(with respect to any slectric uiillty over
which it bas e sutherity) and
detorming the

} 562387 Symbnh emrpenEa.

capacity to sn elaciric ntillz.duﬂu 2

1 mebé;gnw
mLh’qunnbrm tycndolccu-!:

utility; or

(2) Ordered under se<tian 202{c] of the
Federal Powsr AcL

{b} Discontinvonce of purchases and
sales during system smergencies. During
any system emesgency. an elactric utility
may disconiinve:

(1} Purchass from a quelifying facility
if such pauhnm would contribute to

such emergency: and

(2) Salas to a gualilying facility.
provided that such discootinusnce is on
a condiscriminatory basis.

§252.308 Srierde lor aparsting
rellabiinty.

State cegulstory authority {with
n::yci o azy electric utility over which
it has ra authority) ar
ncoregulstsd electric utility may
establish reasonable o to
enzure aystem asfety and reliabllivy of
interconnecied opersations. Such
a;&:gtcuds m;my be mmmd{ad‘:&y any
els utility, any qualifying facility, or
any ather person. U sany State regulatory
sutharity (with raspect 10 any slectric
mithariy) o noareguiated slecia st
suthority} ar ted & otility
estsblishes such standards, it shall
specify the need for such siandards on
the basts of system safety and
rellability.

Subpart D-implementation

I 292407 implementation by Sate
mmum

(s} Sam reguistory m:thad!!n. Not
later than one year after thess rules ks
effecy, asch State regulatory avthority
shall. aftet notice and aa opportunity for
public hearing. commence
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implementstion of Subpan C (sther than
§ 202.302 thered!]. Such implementation
may consist of the inssance of
regulstions, an {0 resolve
disputes between qualifying fxcilities
and slectric utilltias artsing under

N sach
scbpart [other than § 282,902 thervol).
{b) Nonrmguloted electric utilitiss. Not
later than one year afiar these ruley take
affect. sach nonregulated elaciric utllity
shall aofter aotice and an opportuality for
public hearing. commencs
tmplemeantation of Sybpert C (other than
thcnof}.mwd' tgtion

regulations. an underaking to comply
with Subpert C, or any other scticn
reasonsbly designad to implemant such
subpart (other than § 202.3G2 therwol).
(c) Reporting requirerrant. Noi latar
than one yasr after thees rules 1aka
effect. sach State regulatory sulhority
and nonreguated slactric wttlity shall f5s
with the Commission s report
ths manner in which it will fmplament
Subpart C [other than § 282.302 thereof).

182402 impionentption of Sertain
ropovting requirements.

Any electric utility which fails 1o
comply with the reguirements of
§ 202.302(b} shail be subject to the sams
penaities to which i1 may be subjected
tar failure to comply with tha
requiremerits of the Cowunission’s
regulations {ssued under section 133 of
PURPA.

§ 222403 Weivers.

(a} State regulotory outhority ond
rionregulaied electric utility woivers.
Any Stste regulaiory authority jwith
respect ta any elactric utility over which
it has ratemaking authority) or
nonregulated electric ytility may, afier
public notice in the arsa served by the
electric utllity. apply for & waiver from
the application of wsy of the
requirernents of Subpart C (other than
| 22522 thetwof].

(b} Comminsion action. The
Commission will grant such a wavier
only if an spplicant under paragraph (a}
of this section damonsirates that
compliance with any of the
requuwments of Subpan C ls not
necessary lo encoursge cogenarstion
and small power production and is not
otherwiss required under section 230 of
PURPA.

(a) Appiicability. This section applies
to:
mg] qualifying cogeneration fazilites:

{2 smali power production
facilities hgve a power
production capacity which does not
excend 30 megawatts.

{b) Gener! ru/s. Any quallfying
lacility describad in pamgrapb (a) shall
be axempt from all sections of the
Fedara! Powsr Act. except:

(1} Sections 330

{2] Sections 302{c). 210. 211, and 212

(1) Sections 308{c}. and

{4) Any necessary enlarcemant
provision af Part 1) with regard 1o the
sections Usted in paragraphs (b} {1), (2)
and (3} of this section.

1552002 Exomption o qualitying
tuaibtios frem e Pubiic UNIRY Halling
Company Af and surinin 31948 low ons
roguistien.

(a} Applicability. This section
to sny Mlmtﬂcum dnaib:gphli“
1 2%2.001(a to any qualifying small
powar ty with & powsr
production capecity over 30 megawstts
i wuch facility electric eneryy
salaly by the use of blomass as s
primary snergy sourcs.

”(?‘l&gmpm from tﬁ; Publie Utitity

elding Company Act of 1835 A
qmun:gudmy described in

(s} shall nat be corusidersd
an “elsctric utility company™ as
defined in section 2{a}(3) of the Public
Utility Holding Company Ac1 of 1933, 15
USL. Tb{s)(3}

(c) Exemplion from certain State iow
and regulotion

(1) Any qualifying facility shall be
exzispled (axcapt as provided in
paragraph [c)(2)) of this section from
State lsw ar regulstion

(1) The rates of eiectric ulllities; und

(ii} The finsncial and organizationsl
regalation of elsctric utilities.

{2) A qualifying facility may not be
exampted from Siste Iaw and regulstion
implementing Subpart C.

[3) Upon request of & State regulatory
authority or nenregulsted electric utility,
el ot exacmprions speciied i

lation on the exsmptions
sabparagraph (1).

(4] Upon request of eny person. the

Cotumisslon may determine whether s

qualifving [acility is exemp! from a
particular Suate law or regulatior.
7R Dne. 8- Fial -6 D43 o ;

SnLusd OONE Gatiegl-u

DEPARTMENT OF XISTICE
Pureis Commission
BCMAPat2

Purele, Relssss, Supervision and
Rossmmitment of Prinaners, Yeuth
Offenders, snd Juvenie Delingusents

Aaancy: U.S. Parols Cotrunission.
ACTWeE Final ruls.

suaAnyY: The Parole Commission has
sdopied o r:}:d 11:.:;" conling bath
procedural tantive changes in
the in:mz of parolees who are eerving
sesiences

crimina! cfanpey commilied while on
parals. Procadurslly, parols violstors
incarcarstsd in state or local [acilities
will be afforded revocation

shar completion ~f 18 moaths of
confinement on the new seniencs. or on
the dockst following their arrival al a
federal institution, whichever comes
first. For parvia violatars serving new
sentences in federn) facilitien. 1he
revocation beering will be beld within
120 days afier the Commission bes been
notified of the new incarceration. or as
soon thereafter as practicable. The ruls
#100 sstablishes 8 scbetantive change

parcle
vloln!umndthml::tu
starting sither upon relsase
confinement on the naw sentencs. or
afisr 18 moaths of confinemant oo the
new sentrnos, whichever comes first. A
ould mmg.w?mm p::hcg'
w e votes
two Comenisalonery. The of this
rule is to reduce the period
uncerteinty for incarcerated lens a3
to Lhe Federal disposition of mbu

Cass.

EPPRCYIVE DATRE Jaly 1, 1040, following
the procadure described below.

FOR PURTMER NPORMATION CONTACT:
Barbare Msierhoafsr. Research Unil
[LB. Parois Cammission, 320 Flrst Street.
NW., Washingion. D.C. 20837; tstepbone
(202) 724-¥163.

The Proposal and lis Purposs

On june 5, 1976, the LL.8. Parcle
Commission published in the Fedaral
Regioter {44 FR 32259) & ruls
which deall with the ime of revocstion
bearings for parcls violators serving
new sentences.
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j
1 t resources.
iy 2 : ’ MR. AALTO: Ia tnhe guastion thcn.‘ what do I :hinki
3 { of the idea of not letting an old -- !
4 ] MR. O'SULLIVAN: It seemsd to me you had a ]
§ | misunaerstanding of what the rule was designed to do. =
L E HEARING OFPICER: Thank you very much for your '
7 g patience. i
8 Is Maura O'Neil of Consumer Action here? Please l
% | sive your nava, address and who you represent for the record
1o ; s, O*NEIL: My name is Maura O‘'Neil. I am
un ; with Consumer Action Now, 355 Lexington Avenus, New York
12 1{ City, 10017.
n ; I am submitting this testimony on behalf of
. H Consumer Action Now on Notice of Proposed Rulemaking regard-!
15 1 ing implemantation of Section 210 of the Public tecaliey
16 Ragulatory Policies Act of 1978, I
I Consumer Action low was founded 4in 1970 to i
18 | translate technical information on environmental and conamui
18 issues into laypersons' languaga. ‘
v ; CAN hae boen involvod sxclusively with enefgy ‘
) 2 ! issues for the past five years, and has been at the fore~ :
2 fzont in prmcing‘anorw conservation in the use of clean
8 | ranewable resoucces. - !
24 g ‘Ne support efforts to move this country towazd
' 28 § a safe and .lucuinahh enezgy 2Juture. i
S 1 oy aris sns ssscamms |
FIRE 17200t ya0g VIRMONT avEL MW )
(8T 2344433 ¢ TR gagumGion, 0.6 20003 1181 3810043

?2‘;;'4 g » !
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223

Doss anyons on the panel have any questions

or rcrmarxs? Mr. Wennezr.

MR. WENNER: You mentioned the possible ambiguity
between tuwo sections, 195(c)(2) it says in the paper, you
said “3" and I thigk you meant “2," and 292.105(e).

I tnink th.?. is not an ambiguicy end I vouid
like to explain to you my understanding, and then if ;hcre

i
is still one, I would like to know if there is somathing !

wa have miszed.

The seconl secticon deals with periods when some i
utilities l.uvn sdvised us thoy have bassload units opcnt.ing'
on the margin, it's their most expensive plants, -and that !
if they cut back out from those planta that when they do %
have to inc;:csa it to match load thers will ba anet increase
in cost to cust;uc:l.

The other section deals with the ability of a
qualifying facility to deliver powver as available.

I agree that thera is a conflict batween thoso

two sections and it would be cur understanding that the

first would override the second, that is, if there is such
)

a period identified by the state regulatory suthority, du:inT
that pericd ons would not be able to make as avallable sales

to the utility.

That would pe juat a reconciliation between the

two sactions, and with that inp mind, I'm not quitc sure how

NEAL R GROSS
COURY, A1ACATIAS AND TRANICLISINS
. 338, YIAMCHT AYINUL wuw
1207 234.443) « MARUNGTON, DC 20008 138N 2814443

———



10
1}
12
13
111
b )
16
17
16

19

2

24

(Y. )

FPSC Dacket No. 941101-EQ
OCL/Pasco Withexs: SHANKER
ExhibitNo. __, (RIS-7}

Pagc 4 0f 9

229 !
13

to interpret your comrtents with regard to taking the poten-i
tial of the capacity and energy displacsment into account.

Could you elaborate on that? |

MS., O'NEIL: Yes. I know that there was probably
not ambiguity in your intent in writing it, put in reading
it, I understand that there are certsin times of the y;nr
when utilities 40 have bassload on the rargin, but I think

that elso the way that we have read it is that it could

!
!
[
ba used as an sacape clause or an cut for the utilities i
at any point during the year to not buy powar, sc¢ we just ‘
wanted to point this out, that if there is going to be thntt

|
allowance of utilitias not to be able to refuse to buy |

|
povar inrcertain pericds that it be made very clear that ;

@
|

that and tho capacity of the amall generators be taken

into consideration.in all the facllities.

—_——

HEARING OFFICER: Thank ycu very much.

Tvhe pext witness is Richard Napoli. Please glve
your name, address, and wvho you reprasent.

MR. RAPOLI: My name is Richard Napoli. I am
the Deputy Director of the Center for Regional Technelegy
and Solar Cnergy Applications Center at the Polytechnic
Inntitute of New York, at 133 Jay Street, Brooklyn, New York

The Polytechnic Institute is & unification of
two of the oldest engincering and scisnce institutions in

New York State and, for that that matter,the country -- the

NEAL R. GROSS
COUST RIPOATIRS AWD TRANICRIIRS
1330 YILMONT AYDIUL, NW
1300 3340423 WalMINGION O C 30003 130V T40.4283
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Commission
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PANEL MEMBERS:

JAMES LILES
BERNARD CHEV
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cuestion the witness?

I would just like to say and comment to you tiat it is
a very difficult oroblem, the one of providing enough direction
from this Commission to the states in implementing this to
minimize problems without creating problems. In other words,
the diversity out there is such that if we go tco far, the
existance of benign legislation in New Hampshire, Maine
and other states that have been pointed out to the Commission,
we have a balance there and we will try to do our best in
this regulation to give, where we can, guidance and certainly,
where we must , flexibility and allow for innovation and
I think it is going to be a process of revising these rules
in the future.

I think some of us have perceived that the worst thing
we can do is to give so much clarity that we set back good
programs that are existing in the states.

MR. WOLFF: I aﬁ just suggesting that perhans that
support should come or could potentially cme not so much in
the form of restrictive regulations as in the form of
technical support.

MR, AIN: I understand.

MR. WOLFF: Thank you.

MR. AIN: Our penultimate witness is John ?iunkett
£vom the Institute for Local Self Reliance.

MR. PLUNKETT: Good afternocon. My name is John Plunkett
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and I am a staff economist with the Institute for Local Self
Reliance, a non-profit technical assistance and research
firm based in Washington, D. C. Our address is 1717 18th
Street, Morthwest, Washington, D. C. 20009. I thank the
Commission's staff for this opportunity to participate in
these, the final hearings, on federal rules governing the
purchase and sale of power between electric utilities and
small producers.

At the ocutset, I wish to state that this is my second
apoearance before this Commission cancerning the evolution of
the PURPA rules on non-utility power generation. I feel the
Staff has done a splendid job in dealing with the complicated
set of sconomic issues raised by Congress in directing this
regulatory mandate to FERC. The proposed rules embody fairness
in the tradeoffs between equity and efficiencies among
QFs as well as utility customers and shareholders.

MR, AIN: I might interrupt to state that I do
remember your earlier testimony which I also greatly appreciate.
I think the staff did. It was very well done.

MR. PLONKETT: Thank you.

T also think it would be niave to ignore the abvious
trepidation with which most, if not all, investor~-owned
utilities view the proposed rules regarding Section 210 of PURPA.
Many show legitimate if exaggerated concern for the potential

compromise of future service reliability to their customers;
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that the only thing that is foing to be necessary is a main
bresker installed at the facility with some kind of lock and
the cost of that thisg installed shouldn't be any more than
around $150 for a small system. e are talking about undaer
the ten kilowatt range and that slsc these -- Doth induetion
motors will cut out sutomatically once there is a line failure
and, again, for a serviceman with that main breaker and lock
assembly and the automatic cut-cut of the svstem, you shouid
be wall protectsd.

1 understand that Southern California Edison -- I had
a conversation with them. They have basically the old backup,
old backup cliche which seens to be kind of excessive, ‘s
basically have a double thing going on here. They want *riple
and ! don't know what that third level is but it seems to
me upnecessary.

Another thing is that this comes to my third topic,
what I perceive to be a baseload escape clause posed by
the =- I forget what ssection it is isa.

MR. ATN: 292.105(e).

MR. PLUNKCTT: You have got it. Okav.

Pirst of all, I don't agree that I could feel strongly
that a utility should never be able tc refuse purchases. I
would much rather see them be able to charge, 2s I think the
zdimen Elaectric Utility sugcested, for power, basically the

utility allowing them to charge OF for thae ability to dispose
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of, if you will, the power that you ~= that he produces. The
reason I see this as an escape clause is that while utilities
night be talking about, vou might be talking about capacity
Credits, thev might, in fact, not defer capacity and so that
they can, the way I see it is that utility can take on all
of these OFs as kind of captive sellars and then keep, go
ahead and stick in thier nice baseaload units and say in 1995
all bets are off. We have got to take you guys on. Ve have .
got this massive baseload and suddenly you might have sized
your equipment to producs a certain level of output and
suddenly it has negative or no value. 1 think a remedy for
that would be to suggest, first of all, make sure that the
utilities Are somshow ~- makes them take into account
in a planning perspective and that scmehow, they insure that -~
first of all, ratepayers would be footing the bill if utilicies
brought up the point af if capacity isn't deferred and
vou ;xc getting capacity credits, you are going to have same
redundant costs being borne i the consucers and “ror tha
other hand, it is clearly inefficient to talk about capacity
credits and not dafer any capacity. I don't see that that
is necessarily going toc be taken care of.

The way the rules have sat out -= alternatively, I
would say that this particular aeétion would be null and void
if it could be shown that they were not taking it into account

in their explanations.
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CURRENT QF STRATEGY
Need For New Capecity

The desirability of Floride Power Corporation buying out its xisting cogeceration cootracts
is highly depeadent upos FPC's need for additional generation capacity. in turn, the need

for capacity is:a function of ssveral major assumptions. These include:
' 1 mmTumeacyFm
2 The spproved sdditions aad resiremenss of FPC's geatration capacry.

3. The plammed additions sad meiptenance of FPC's Demand-Side Masagemen:

Mmmmmmmsuedhapuhymmynwtu
The Load and Capacicy Repont in Appendix 11 provides the details of FPC's need for

be verified 1o ensure that the 0.1 daysivear Loss of Load Probability criterion i oot
viciated.) .

mmmmnpmmummmmmwuwwm
ywﬁml%kwh.ﬂnﬂmmd?dkﬁuumymismmpmmmm
Turner and Higgins steam plants are plscad in extended cold shutdows, and all 1,100 MW
of cogeneration comes on-iine as planned.

The calumn of the Losd s0d Capacity repozt titled “New FPC aapacity (MW)" indicaes the
ammmmmmmusmmm These capacity
additions are ot cumbistive, therefore the additions are those required for each year.
These results identily & need for additions cupacity in the winter of 1999/2000, 23 well 2s
in the winter of 20012002

ummmmmmmmmmmum
end of 1999, This would mean that the cancellation of 8 purchased power cantract wouid
cause 8 need to bulld or buy sdditions) capecity. With the current FPSC position on
mna.wxymmumap‘mmmumw.w
bidding proces.

The climinstion of any of the existing cogeneration contracts could cause & need for
additiona] capacity. A possible buy out proposal shauld consider the cost invoived in
replacing the existing capacity. The need for new capacity makes a buy out very difficult.
In states were cogeneration buy outs have been successfil, o replacement capacity bas been
required.

i gt LONFEN L,
[ J
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Operational Strategy

The energy needs from QFs is varisble with load, maintenance outages, and fuel casts.
When only varisbie energy couts are considered in production cost simulatios studies, the
various cogeneration contracys dispetch at spproximately a 70% capacity factor. This is bess
than the contracied capacity factor, but significant nonetheless. At minimum load conditions,
hourly deterministic computer simuistions have shown 3 need 0 losd follow (adjust
cogeneratar output to the system losd) as well as cycle (turn cogenerator off ar on) on a
daily basit.

Ideally, FPC wouid schedule, dispaich, and operate the various cogeneratar units in the same
manner fts other plants are opersied/dispatchod. There is & certzin need to load follow with
2t least 300-600 MW of cogeneration capacity over the course of a typical day. Addidonally,
there s a fan approsching reguiar need to cycle some cogenerators and FPC base load
capacity duzing minimurs joad hours (le. Z AM w0 6 AM). When these cogeneration
contracts were negotiated it was forecasted that load, including minimnums, would increase
at 2 higher rate than has acrually occirred. In addition, it was anticipated that the econowic

Since the variops cogeperators hsve a wide cost sgocture mange, some would elect o
generate enuergy even when FPC's as svailsble costs are as low as $1I&MWh  Therefore,
many of the cogenerators would not voluptarily curtall their output.

FPC has been engaged in rencgodations with some cogenerators, without additonal costs
to FPC's ratepeyers, to obtain dispatch and scheduling or cycling rights. Niagars Mobwk
and PG&E have been forced to psy QFs to obtain dispatch rights during minimum load
periods udlizing an auction type approach.  FPC b actively pursuing these negotistions
through the FPSC rule 25-17.086 "Periods During Which Purchases Are Not Required”, This
regulstion has limited application during enreme conditions only. The implementation of
this regulation by FPC would undaubtedly result in irmmediate cogenerator litigation. The
regulation speaks to caraaiiments when "due to operational circumstances, purchases from
qualifying facitities will result in coxts greater than those which the wrility would ineur ff it
did not make such purchases, byg. instesd generated an equivalent amoumn of energy isell™
However, the same regulsrion requires the utility to verify the ciaim 1o the FPSC oo each
ocourrence. FPC has decided 1o implement an actual curtafiment prior to a bearing at the
FPSC. 1t has not been determined if FPC waived certain rights by signing contracts with the
Vanous parties

The cogeneration contracts based on 8 FPC avoided coal unit (62% of the tota) QF contact
capacity) receive &rm energy psyments when a ugjt of this type would have been scheduled
on. FPC is currently negotiating certain dispatch and scheduling rights during these houn
which will result in a very limited requirement (if az all) to cycle any of FPC's coal units.
These inctude Orlando CoGen (79.2 MW), and Auburndaie (1142 MW). Also, FPC has
conciuded negotiations with Tiger Bay (220 MW), Mulberry (110 MW), and Dade County
(43 MW). Informal agreements have besn made with Pasco Cogen (106 MW) and Lake

T TI9C S Sirilcgic PLRans
Febrmary 1, 1994 Page 46
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COGEMERATION DISPATCHABLILITY
FIRM TRAMESACTION VERSUS DISPATCEARLE (MIT
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Subiect: Aseassasnt Of Criteris for Cogeneraticn Paymants

To: €., D. Nagel Data: Octobar 18, 19920
5. F. Hixen, Jr.
J. L. Ssalke, Jr.

AT the last Bseting on October 13, Join Seslks
suthorized tha tmauoo ot a subcemmittes te dmlc;
numdc muoa m&vucu- u'-'u:

a l:l':!u SYStam ror ctu

ct osmpared to teunol uut he

:aat..u o us .

cquivummlmm vwl.dhnnl turl.i.um
yeenta to the tor. zumf.m you or &

pa
dasignated person your gToup asslist me in mmun .
methodol €0 calcnnu 4 gensrator efuivalsncos facter
4 I oq: ecgucud { Charlas Mml“ :u Mmutz:&

and a ccup e of other util eun.luu iscuss scex.
;. and t!u bean used to svaluats
IPP's and coganers u. 1 bave not found a atudy
that {s exactly like the cnc muonod but savezal -tuﬁu
have been made that indiocate & relative worth of desired
criteria. Saverzl papers anéd studies show that
disgacchablity, on-p.u perforaancs, cnmunbuty,
raliabilicy arc mrml ixpor=ant factors in
dovuoa:cn: and pricing conTracts so m: m customers
win, cogenerstion project wins and the utu.ity um.
Attached i3 & story about a very diupto lence
that Unite2 Illuminating kad v coqmnt.ou where
thay wvezs produc less than ef thare nameplste urcl.ty
during a criticsl od. Aleo a couple of axample
tables agc attached thal ghow part of a eample sooring

systex.

In comluica I am convinced that it {is vary
that FPC p:vvidc E:'opu price incentives and signals te
the cogensrators so C vill receive tha powver when it
is nesded at s price that is at or belov tie costs of our
avoiZed units. Lt the same tine we nead ueq:uul rewgrd
cogenerators that sre dispatchable, curtailable reliable.

Pleass contact me and 1at me knov the person 1n¥g
arss will be villing and able to assist enu in
the devalcpment of & asthodol to svaluata different
perfecrrzancs critaria and the tive value tO ouUr systam.
Thank you in advance fOr your cocperatien.

G, . Bassfcrd
ce. % ¥, c::ftin‘
. I. Wetherington
K. ¥, Wieland
Attackhsants -~
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WAW STUDY OUTLINE
Beschmark PROMOD sad EVALUATOR

PROMOD simuissions by Art Nardiiager indicesed 30 jumificasion for dispusxchability
with a“tpn londed eoal wait.  Howewer, previow EVALUATOR ruts by Linde
Browsess showed some benefit. We sed  run e s sesmario wnder both
ﬂ‘“--ﬂhh#d-‘-ﬂ.

mm&rﬁ_“ﬂ“oaﬂll(ﬁm
simuisnd = FFC éspunched amt. .

The Porformenss Adjommest i e Gvex castast eeungss © maseke
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mwimbucs We OF? We mmst dovcmins e bust way © ovalumte tuis.
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We munt dovelop provisiogs which addres how sa FPC dopeish ualt wonid operems
aad ncorpovess Gib a0 & smseacx. The peowision should adboun = ey of s
pernmeters of the FPC disparched wak o praminl, ssh ax

Schaduied cumgm

Unscheduied outages

Flomt tate (laduding dogredetion)
Varisbls O&M

Sesomni capecihty end heat rmae changs
Diapaach funi cost vo. avarnge feal cost
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SNcT: 168 KB Cegenerater/Dispetebadle Uait Stugy

™ . G. B. Bassterd ocati: Pahruary ia, 1993

As tequested in our Pedzuary 6, 1991, conversatiea with . D.
Niekum, I re-zan ths ZVALUATOR wmedal with the spyrepriate
d:ﬂnu. The assvmptions and/er conditiens of tha study are as
follous! '

O Study period is 01/03/91 - 12/27/9%2

O Corporates goal forced oxi satas used

O Actual 1930 loads by thres parcent

O Fual costas from FCP900)

© Cogenerator ~ 100 MW unit wvith &3 W available en=paak
bours and ¢7 MW avallable 5ff-pask hours

O Dispatchable Unit - 300 M unit with an eight m
forced outage rate and s five wveex ane-day s
outage beginning 03/03/91

© Both the Dispatchable Unit snd the Coganerster had the
same fual cost as Crystal River units I and 2

T> provide a sensitivity analyeis, I ran three scsnarics. Thase
scerarios compared ths effects of forced OUtage rate trastaant
vhich did not apply to the cogmmerstor. The Cirst scanario used
tha forced outage ratas to produce discrets forcsd oautages
throughout the study pariod. The second scanario used the ferced
outage rats to derats the saximum capacity fer ths entire
pariod. Tde third scsnario ignored the forced outage racas
assuned 100 parcsnt uvmnuxs axcapt for the schaduled
umum.?co outages. The s table provides & summary ef
the results,

1 belisve the discrets farced outage scenaric is mers reslistic
froa an operstions view, therefors, the savings of $1,3¢0,000
rapresants the yeafly wvalus tiat can ba attributed to the
dispatchadle unit. .

If you havs any questions or commants, pleass do not hesitate to

give ns a call, . @ |

- L. 0. Brousseay

LhB:tvile

€c: D. R. Karp R. ¥. Schcoley
G. D. Magsl d. L. Seekle, Jr.
R. D. Hiexum

conelsat . .
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Cogans Oispatchable
»e 637,300 17,300
Ave.oro/mex | s.m 9.94
car. macTom 14 7
AVS. 9/ 1.8 17.63
TOTAL ¢ 654,90¢,600| 053,516,600
SAVINGS 91,399,000

Cagua bispatchable
e €39,600 692,790
ave.pzo/ceR | . 9.50 9.8
CAP. PACTOR 73 "
ave. $oem | 17.4 1744
T0TAL ¢ 642,559,400 042,032,000
savines $3,127,400

100 PERCENT AVALTASILITY

Copen Dispatchable
- 634,400 137,600
AV, DU mm | 9.0 ’.87
car. mcTOR 74 o
A%, $hm | 1.4 17.46
oL 4 s98,255,100] 96,566,100
SAVINGS $1,689,000
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e ' T ONDENCE
SiiFome  INTERORFICE CORRESPONDENG
.‘.’23«:. saeremmmes . Otttas MaAC Teiophone

SURIECT:  [nformation on Dispatchadility

- enan

E. K. Coffin . PATE paveaber 2, 1990
‘G. 0. Nagel

S. F. Rixoa

J. k- Seelke, Jr.

k13

Attached is some inférmation on dispatchability. As you can ses,
most utilities assign 3 value to dispatchadility.

Ef .

C. E. Bassford -

GEB:cs) -

cc: K. H. Wieland

Attichment

e
L
124381

- -
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Competitive Procurement of Blectric Utility
Rasources :

Compatitive procurerment has rapidly grown into an imporant
means lor marny uiities and 5aiee © acquins New electric
resources. This document syrdheaizes the weakh of knowiedge
and experience @ The marietplace into a comprahensive refer-
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Strategy #6: Obtain Dispateh and Cycling Rights from QFs and Frepare
for QF Curtailments

Dus to the large influx of QF capacity, FPC m:'y have to curtel deiiveries from the OF's in
1984 to prevent cycing our coal facilities during minimum load conditions. FPC‘s minimum
load can typically be a5 low g3 1800 MW st § A.M. with sn sttemoen peak of 4200 MW at
5 P.M. The cyciing of FPC’s units will incresss the cost to T retspeyers becauss FPC's coal
units are needed to sconomicaily serve the stemoon pesk. Pursusnt to the FPSC rules. FPC
will need to demanstrats that cycling the OF's is dus to operstions! circumstances or for
«conomic re8s0ns 8nY 18 in the bast interest of the ratepayer as required by FPSC Aule 25-
17.086, Periods During Which Purchazes am not Required:;

“Where purchases from a quelitying facility will impeir the utiity’s sbllity (o give
adequate sarvica to the rast of its customers or, due 19 gaerstiona! ckcumstances.
purcheses from qualifying feckities will result in COXIE Gragter then those which the
utiiity would incur if it did not make such purchases, or otherwise pisce an undue
burden on the wriiity, the utility shakl be refleved of ity obligation under Rude 25-17.082
to purchase slectricity from a queiifying feclity. The utiity shall rotify the quakitying
facility(iss) pricr to the instance giving rise to those conditions, ¥ practicable. I prior
notice is nat practicable. the utility shall nothty the quelfying facllityles) as soon ss
mrm-bbmmbn m.mmmmmmm )

MummmmMmmMomumn&nmm
of its ganeral cbligation to purchase purmmnt to Rils 28-17.082."

To mitigsts soms of the operstiona! problams resulting from non-dispaichabls QF capeiity,
FPC has negotisted certein dispsich and scheduling rights. The bulk of the QF conuacts
remsin non-dispatchabls. These negotistions wikk probadbly not prevent cycling of FPC coal
units of the QF's in all cases. FPC is actively pursuing thess negotiatons through the ruls
cited above and trough sggrassive sntarcemaent of the QF contrects (see strategy £3). The
tzbie on pages 22 a3nd 23 sumenarizas the dispetch and scheduiing sgresments that hevs been
nagotinted with the GFs at no cost to FPC's ratepaywr. The capecity shown represents the
totsl capacity contractsd to FPC,

The impact of the scheduling rights obtained to dete can ba ssen in the graphs on page 18.
The graphs iliustrats the number of hours per month that the minkmum ioad is forecasted to
be less than the minimum genarstion with snd without the rigins obtained to date for 1804,
1935, and 1998. The maximum expectsd minimum load and generation mismatch for thess
yoars srs 240 MW in 1994, 450 MW in 1998, and 230 MW in 1898.

1t should be notad that sdditonsl afforts have been mads to raduce the diffsrence between
FPC’s minimum joad end genaration. Thess sfiorts inciude the encowragaement of off-peak
383, reduction in the minimum generstion levals for FPC's plari, and exploring the reduction
of minimum cagacity taken by FPC from the Southem Compsny Miller comract.

Flofi0a Fower Lorporahion TH5G - 1055 LOpeneraton SUalagy Propassi
March 18, 1994 Pags !B
e 400599
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in ocger to strengthen FPC's position during hasrings resulting from the curtailment of the OFs
dus 10 eCONOMIC OF oparations! problems, & curtaiiment procedurs must be daveloped and
documaentsd £rior to eny OF curtsilments. This development and documentation 8re fequired
to ensure approval by e FPSC. Prior to the development of 3 curtailment procedure the
scheduling of the 8voided units must be established (see strazegy #3). In addition, the unit
commit, evsiuster snd PROMOD dispatch modais must be updated to inciude variablie O & M.
This is due to the significart diffsrence in varisble O&M for some of the QF contracts
(35.45/MWH} versus FPC's units (8 1.00/MWH).

Assumptions and Risks

1. The QFs will be willing 10 negotiats to give FPC dispetch and/or cyciing rights. The QFs
that have not come to 8 formal egreement alresdy with FPC could opt to fight FPC st the
FPSC or in the courts rather then give PPC dispetch and cyciing rights.

2. FPC can adequataly determine which typs-of dispstch and cycling rights will properiy
addrass not only the problems in the next few yesrs, but slso over the term of the QF
contracts. Thase contracts cen be for as long as 30 years. The rights FPC is negotiating
iummvhwtomhwﬁnnummwcmumq
changas. '

3. The FPSC may not agprove the curtaimant of the QFs even if FPC can damonstrate the
deveiopmant of 8 curtaiiment procedure snd show that the curtailment is in L bast
intarest of our ratepayers. This seems to be very unlikaly,

Financial impacts and Resources Required

FPC is currently sttempting 1o negotists for dispatch and cycling rights without any agditional
cost te FPC and our ratepeywr. i FPC is unsble 10 get snough Gispatch and cycling rights
without sdditional cost, then FPC may be raquirad to obxain thesa riphts 8t soma cost to FPC.
These costs will have to be reviswed to snaure that they ars sccepmabis o0 FPC and our
ratapayer in exchange tor the sdditions! rights they provide. The magnitude of these cosu
cannat be defined unt the negotiations determing the typs of COStS that are aTITACTIVE 10 the
QF. )
The Seveiopmen of & turtalirent procedure should not require sny sdditional resources othar
those outliined in strategy #%5. However, diring thwe hesrsings that follow QF curailmants it
may De NeCSEary to utilize outsite snginesring ssrvices 1o provide expert tastmony.

FIGf01 FOWS' Lorparaton TB¥4 - YEJE Copenerauoh Suategy Fropossl
March 18, 1954 Prge 20

CONFIDENTL,, 400601




FPSC Dacket No. 941101-EQ
w Wimess: SHANKER

Poge S of 5
Action Steps and Milestonss
“ —
Action Step Responsidls Time Complete MBestone
11 Negeuats siapucohing fghty wish Ofe Asherr Dalan Q2"tepe eraity romuirermumms.
Thet reduse 0T ond MaINLEN
sperguongl relability. Q1 189% Negutiow BO0 MW of
Shanding ang Gupownailicy.
2 Pregers GF suntsitrmem propetee. Linsts Bremseny €3 185 Damsrent sunaiverg
- [ O

Confidence of Team

= 4. The teem feels that significant prograss has been made in obtaining
scheduling and dispstch rights from the OFs snd thet this progress will continue. Psymaent
for schaduling and dispatch rights from the QF3 whers spproprists should snsure that the
goais are met. The taam siso fesls thar s curtsiiment procedure can be develaped in a timely
manner ¢ sllow the curtaiment of the QFa when necassary.

FoNCE Fowe! Lorporanon TBOT - TYBE Cogsneration Suategy Fropois

March 18, 1594 P
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FLORIOA POWER CORPORATICN

DOCKET NO. 870001-ti

Rs: Levelized Fuel Cose Factors for
Octcber 1987 through March |9€8

DIRECT TESTIMOMY OF
KARL H. WIELAMD

Plests stats your nams and business address.
ny nsme {3 Xarl H. Wieland. My business iddress is P. 0.
Sex 14042, St. Petersburg. Florida 33723.

By when are you employed ond in what capacity?
. o8 enploysd by Florida Power Carporation as Directar of
tve Campany’s Economic Research Departsent.

Rave your deties and responsibilities with the Company

reagined the zamy since you last testified in these
precoedings?

toy they have.

"™t oy the purpose of your testimony today?

. 1.



EXHIBITS TO THE TESTINONY OF
KARL H. WIELAMD

Parts A through D
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A T knew Floride Pever and Liaht buys a Lot of qas, but

2 1 do not know the specifics ol theis contracts.

$ Ms., PERRINI Thal'e at!l we hare it (hie wiluase
4I CHAIRMAN NICHOLS: Thank you. nAr. uCG!O(hllﬂ?
5. CROSS EXAMINATION

6! 8Y MR. MCGLOTLIN:

1 Q M. ¥efland, my questions relate to the decisiom of
8, rlocida rowet c::zpontioad_:c use the spot pcice of ¢oal for

the basis of dispatching {ts ml-‘und unite, and also os &

10{| component in the calculation of payssnts to qualifying facilities
‘ ;, b

t1] ter as-available cnorgy,. That practice vas tmplemented in June

|
12% of 1986, (s that co:ro'ct?
f -
13 A Yes. .
14] ssegekld is‘ﬁ!‘ﬁnﬂb “"%ﬁ %mm‘wf i

;-A,, ‘le

15y which unit lbould,bﬁ‘uod.to mtnt-

. _:S-., "1"’% i s M TR
< AR Yyl

16§ typically u’d-», ‘ cA .a dupctch
17 been fed’ mlnu' '
2 .

* g
hedne 3 SR

¢:4*b
16 tht fuel costs ass

to&‘with thc anit . is thavl: corr

c"‘i’*'- f

20! Q And the :lt;onale for using the so-called {ncremental
[ v-.

Jti price of fuel in detemmining which unit to use is that if the

{1 lacsemental cost of fuel ie used that will lead to the lowest

4)) overall genecation cost for the ratepayers, is that correct?

a4 A Yes. an o Y o7 -
. NE:
BTy - -ofte
351 Q Assume focr a mosent that your arrangesment or contract é

YLORIOA PUBLIC SERVICE COMMISSION

19 A tus-ntillly, yts. S T e
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) doo
! And the spot price of coal, for whatever anONymous feason, Jac
‘ . 2 15, On what basis would you have dlapatrhad grar untra in 1 hae

1 situation?

‘ A Okay. Lat a0 make sure [‘ve got all youc avabers

5i straight. Spot coal is how much? .

s Q@  45. ‘

7 A 45. Contract coal was 40. And of) prices —

8 Q Equivalent of {Q. ' ;

9{ A You’d burn oil. I’d hope you'd always buca the
: xoi cheapest fuel. )
u; ¢ You would burn oil and {ncur the penslty of buying the ’ ;
s 11* long term contract coal that you couldn’t bucn? __f

13 A uo. no.' The ctuo ccona-ic cosc ot thc take or oy ﬁ;

13
18
114

18

] 1

hind (-‘4--.

19] vhether you burn all of it. And, you lmow. 80 ia-tecus- ot an
30 taccemental dispatch, that coal is paid for, it’s free. So it
31} would be the ficst thing to get burned e-ven'beton the nuclear

?

421 vnit, After that commitment is taken care of, then you get to

:1* the $30 o1l.
:4} O  Undec the situation that I've hypotheaized, What would | ¥

. 47 e the cost af fuel that you would ascribe to your coal-fired

FLORIDA PUBLIC SERVICE COHHISSION_
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