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Decision 00-04-031  April 6, 2000

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of PACIFICORP (U 901-E) for an Order Approving the Sale of its Interest in (1) the Centralia Steam Electric Generating Plant, (2) the Ratebased Portion of the Centralia Coal Mine, and (3) related facilities, and for an EWG Determination.


Application 99-08-054

(Filed August 30, 1999)

OPINION

I. Summary

This order grants the Joint Motion of Pacificorp (Seller), TransAlta Corporation (on behalf of the Buyers), and the Office of Ratepayer Advocates (ORA) for Adoption of Settlement Agreement which approves the sale of Seller’s Centralia Steam Electric Generating Plant and ratebased portion of its Centralia Coal Mine located in Washington State to Buyers.  The agreement provides that the Seller shall provide a gross amount of $1.5 million of the net gain realized from the sale to its northern California customers.

II. Background

In Application (A.) 99-08-054, filed August 30, 1999 pursuant to Pub. Util. Code § 851, the Seller and Buyers seek a Commission order approving the sale of Seller’s interest in:  (a) the Centralia Steam Electric Generating Plant consisting of two generating units, each with 650 megawatt nameplate rating, and other related facilities (Centralia Plant), and (b) the ratebased portion (47.5%) of the Centralia Coal Mine located in Lewis and Thurston Counties, Washington State (Mine).  The purchaser of the Centralia Plant is TECWA Power, Inc.  The purchaser of the Mine is TECWA Fuel, Inc.  Both purchasers are indirect wholly‑owned subsidiaries of TransAlta Corporation, a Canadian Business Corporation Act Corporation.  (TransAlta.)    This application was filed on August 30, 1999, and noticed on the Daily Calendar of September 10, 1999.  ORA filed the only protest to the Application, but its protest was focused upon the Seller’s proposal to retain all gain realized from the sale.  ORA suggested that California ratepayers should share in the gain. There were no protests to the sale itself.

Following a prehearing conference held in San Francisco on October 26, 1999, extensive discussions between the Seller and ORA were held, leading to a duly noticed settlement conference held on January 13, 2000.  The settlement conference was reconvened on several occasions until the proposed Settlement Agreement was effectuated.  

The parties to the Settlement Agreement are the Seller, TransAlta and ORA.  The only party appearing in this proceeding not signing the Settlement Agreement is the Coalition of California Utility Employers (CCUE).  CCUE, however, expressly states that it does not object to the agreement.

The Settlement Agreement, including four attachments, is appended to this decision as Exhibit 1.  It is the product of extensive negotiations between ORA, Seller and Buyer, and it conforms with the requirements of Articles 13.5 of our Rules of Practice and Procedure.  All active parties support the settlement.  No party opposes it.  The settlement meets the tests we outlined in San Diego Gas & Electric Co.  (1992) 46 CPUC2d 538 (Decision 92-12-019) in that:  each party is adequately represented; the interests of ratepayers have been asserted by ORA; no terms of the settlement contravene any statutory provision or any decision of this Commission; and the settlement, together with the record in this proceeding, conveys sufficient information to permit us to make an informed evaluation.  The settlement should be adopted and the motion for approval of the settlement should be granted.

III.  Exempt Wholesale Generator

In addition to the issues resolved in the Settlement Agreement, the application requests that the Commission issue the findings required for TECWA Power, Inc. to qualify as an Exempt Wholesale Generator (EWG) pursuant to Section 32 of the Public Utility Holding Company Act.  (15 U.S.C. § 792-5a(c).)

EWG is a Federal Energy Regulatory Commission (FERC) classification created by the Energy Policy Act of 1992 to help promote wholesale generation competition.  An EWG is exempt from the provisions of the Public Utilities Holding Company Act of 1935.  Congress, in providing this significant exemption, hoped to open the wholesale generation market to many more participants.

Federal statute and regulation require that this Commission must make certain determinations regarding the Seller’s share of the Centralia Plant so that TransAlta can file FERC application to become an EWG.  The determinations are “that allowing the facility (Seller’s share of the Centralia Plant) to be an eligible facility:  (1) Will benefit consumers, (2) Is in the public interest, and (3) Does not violate State law.”  (15 U.S.C. § 79Z-5a(c).)

The Seller maintains that its application meets the three federal requirements and that the Commission should issue the determinations.  The first two requirements are that allowing the Centralia Plant to be a wholesale facility operated by an EWG (1) will benefit consumers and (2) is in the public interest.  Seller states that if the Commission approves the proposed sale of Seller’s share of the Centralia Plant, it will no longer be in the Seller’s rate base.  The plant output will then be in the hands of a new supplier, increasing supply competition in the region and thereby benefiting California consumers.  Allowing TransAlta to operate the Centralia Plant as an EWG will benefit California consumers and will be in the public interest.

The third requirement is that allowing the Centralia Plant to be an EWG does not violate State law.  Seller contends that no California laws address the issues raised by this request, and none prohibit or limit the authority of TransAlta to operate the Centralia Plant as a wholesale facility.  If the Centralia Plant received EWG classification, no California State law would be violated.

The record in this case is sufficient to support the findings sought by applicants.

IV.  Environmental Matters

The application alleges that the proposed sale transaction to TransAlta is not subject to the California Environmental Quality Act (CEQA) (Sections 21000 et seq., California Public Resources Code).  The facilities being sold are located in the State of Washington, and our Energy Division, upon investigation concurs in applicant’s assessment of CEQA’s inapplicability.

V. Hearings

Pursuant to Rule 6.1, the Commission preliminarily determined in Resolution ALJ 176-3022, September 2, 1999, that this is a ratesetting proceeding that was expected to go to hearing.  As the Settlement Agreement presented by the parties disposes of all issues in this proceeding, we change the preliminary determination on need for hearing to now provide that hearings are not required.  (Rule 6.5(b).)

VI.  Waiver of 30-Day Comment Period

The parties to the Settlement Agreement have waived the 30-day comment period pursuant to Pub. Util. Code § 311(g)(2).

Findings of Fact

1. As set forth in Exhibit 1, the parties have reached settlement on all issues in this proceeding.

2. The settlement is supported by the Seller, TransAlta and ORA.

3. No party opposes the settlement.

4. The settlement is not dispositive of any issue in A.99-08-036.

5. In the event of the closing of the sale of the Centralia Plant (including Commission approval for Exempt Wholesale Generator status of the sale pursuant to Pub. Util. Code § 851 from the Seller to TransAlta, allowing Seller’s share of the Centralia Plant to be eligible facility:  (a) will benefit consumers; (b) is in the public interest, and (c) does not violate State law.

Conclusions of Law

1. The settlement conforms to Article 13.5 and meets the tests outlined in San Diego Gas & Electric Co., supra.

2. The settlement should be adopted and the motion for approval of the settlement should be granted.

3. The requested EWG findings requested by applicant should be made.

ORDER

IT IS ORDERED that:

1. The Settlement Agreement appended hereto as Exhibit 1 and agreed to by Pacificorp (Seller), TransAlta Corporation and the Office of Ratepayer Advocates is approved.

2. The motion for approval of the Settlement Agreement is granted.

3. In the event of the closing the sale of Seller’s share of the Centralia Plant, including Commission approval of the sale under Pub. Util. Code § 851, allowing the Centralia Plant to be afforded Exempt Wholesale Generator status by Federal Energy Regulatory Commission:  (a) will benefit customers; (b) is in the public interest; and (c) does not violate State law.

4. Hearings are not required.

5. Pacificorp shall distribute $1.5 million to customers in accordance with Section 111.C.2 of the Settlement Agreement.

6. Application 99-08-054 is closed.

This order is effective today.

Dated April 6, 2000, at San Francisco, California.
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