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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission's Proposed Policies Governing Restructuring California's Electric Services Industry and Reforming Regulation.


Rulemaking 94-04-031

(Filed April 20, 1994)

Order Instituting Investigation on the Commission's Proposed Policies Governing Restructuring California's Electric Services Industry and Reforming Regulation.


Investigation 94-04-032

(Filed April 20, 1994)

OPINION

Summary

This decision approves a voluntary qualifying facility (QF) contract amendment for Southern California Edison Company (SCE) and San Diego Gas & Electric Company (SDG&E).  We make certain modifications to the proposed contract amendments, eligibility, and baseline criteria based on the comments of the parties.  Adopted Amendments are attached to this order.

Procedural Background

On July 10, 2000, SCE filed an emergency motion seeking pre-approval of a voluntary standardized QF contract amendment designed to encourage increased energy production during high demand periods.  On July 11, 2000, Administrative Law Judge Minkin issued a ruling establishing a procedural schedule for handling the motion.  Responses to the motion were filed on July 21, 2000 by SDG&E, Pacific Gas and Electric Company (PG&E), California Cogeneration Council (CCC), Inland Paperboard and Packaging, Inc. (Inland), Independent Energy Producers Association (IEP), Watson Cogeneration Company (Watson), and the Office of Ratepayer Advocates (ORA). 

On July 24, 2000, SCE filed a motion for leave to file supplemental comments regarding its emergency motion and attached its comments to the motion.  SCE’s motion is granted.

Motion

SCE proposes approval of a standardized QF contract amendment to help “alleviate market supply disruptions that are anticipated for the remainder of this summer and early fall 2000.” (Motion, p. 1.)  In order to encourage QFs to make additional energy available to the market, SCE proposes to provide them with a temporary financial incentive.  The incentive consists of paying eligible QFs 70 percent of the zonal Power Exchange (PX) day-ahead market-clearing price for energy delivered during high demand hours that exceeds a pre-established “baseline” level.  The baseline level is designed to ensure that the financial incentive is only paid for deliveries in excess of that which the QF generated during summer peak hours over the past two years.  SCE will offer the amendment to all eligible QFs but entry into the amendment will be voluntary on the part of the QFs. 

SCE believes that, with the proper incentive, some QFs contract holders would increase their energy deliveries in high demand hours (above their recent production levels) by either temporarily modifying generator output or by decreasing on-site host electrical consumption.  While QFs may have the physical ability to increase energy deliveries, SCE argues they currently lack financial or other incentives to take the steps necessary to increase deliveries.  According to SCE, without additional incentives, current pricing structures in QF contracts encourage production at high output levels only until the QF has earned its maximum capacity and near maximum bonus capacity payment.  

SCE anticipates that some of the QFs that will qualify for its proposed amendment are affiliates of SCE.  SCE requests a determination that the Commission’s pre-approval of the amendment satisfies the requirement in D.93-03-021 that affiliate QF contracts may only be modified with the Commission’s prior approval.

Responses

SDG&E supports SCE’s motion with minor modifications to tailor the contract amendment to its peak period and metering schedule.  SDG&E proposes that the Commission adopt a similar amendment for SDG&E.

Without commenting on the specifics of SCE’s contract amendment, PG&E supports SCE’s effort to expand supply in California.  PG&E discusses its Enabling Agreement and Pro-Forma Agreement adopted by E-3625 that govern sale of excess energy and ancillary services to third parties. In addition, PG&E has instituted an Incremental Energy Sales Agreement (attached to its filing) that permits QFs to sell energy deliveries in excess of current contract amounts to PG&E at negotiated prices.  If QFs agree to preschedule incremental energy deliveries, the agreements commit QFs to deliver when PX day-ahead prices are at or above some specified price.  Payment for this incremental energy is made at some percentage of the PX day-ahead price.  PG&E has not sought pre-approval of this contract amendment but will seek approval of and rate recovery for any executed Incremental Energy Sales Agreement in its Annual Transition Cost Proceeding.

CCC generally supports SCE’s proposal.  CCC recommends that all QFs, not just those holding firm contracts, be able to accept the proposed amendment. CCC proposes an alternative baseline calculation based on the average of the QF’s total energy deliveries during the peak hours of SCE’s 1998 and 1999 summer months.  If the resulting baseline is below the QF’s contract capacity, including bonuses, CCC would set the baseline at contract capacity, plus bonuses.  CCC would set payment for above baseline production at the zonal PX day-ahead price, without any discount.  CCC argues that 70% is an arbitrary discount from the PX price and that ratepayers are indifferent if the full PX price is paid.  CCC also recommends that SCE should be allowed to call upon QFs to increase deliveries whenever it determines that ratepayers can benefit, rather than limiting the eligible hours to specified times and when prices exceed $150/megawatt hour (MWh).

Inland supports the comments of CCC but suggests we adopt the hour-ahead market clearing price rather than the day-ahead price as the proper price signal for QFs to increase production.  In addition, Inland provides information about its historical production to demonstrate how the baseline proposed by SCE and SDG&E could result in establishment of a baseline far in excess of its contracted capacity obligations. 

IEP recommends that the baseline be established at the contracted capacity level. IEP does not support establishing a $150/MWh PX price as a benchmark for the hours a QF is eligible for PX based payments.  IEP recommends that payments for above baseline production be available in all hours. Notably, IEP does not comment on SCE’s 70% of PX day-ahead pricing proposal.  IEP also recommends that any increased direct or indirect revenues to SCE resulting from above baseline production by its affiliates be allocated to competition transition charge collection or direct customer rebates.

Watson generally supports SCE’s proposal but disagrees with the baseline standard proposed by SCE because it believes it will limit the ability of QFs to participate.  Watson suggests three options for how to set the baseline. In all three options, QFs would not receive its contractual bonus payments for production above the baseline.  In the first option, the utility would have the ability to announce the need for power and the QF baseline in each time-of-use (TOU) period (on-peak and mid-peak) would be the QF’s average output in that TOU period over the prior seven days in which no incremental power was requested.  In the second option, the utility would set the baseline using the QF’s average on-peak and mid-peak production in 1998 and 1999 on days when the PX price exceeded $100/MWh.  As a third option, Watson proposes that the QF be allowed to set its own baseline at or above its contracted firm capacity level.  Watson opposes restricting eligibility to QFs that have achieved at least 90% of the contractual bonus payments over the past two years and to only certain hours and PX prices.  Watson proposes a split-the-savings approach to payments where QFs would be paid half of the difference between the PX price and the short-run avoided cost formula for production above baseline in all hours that it produces. Watson argues that this approach will allow QFs to provide more continuous blocks of incremental production than hourly restrictions.

ORA generally supports SCE’s motion and offers an alternative baseline measure.  The ORA alternative would use QF production during the 50 peak demand hours to set the baseline.  ORA supports the requirement that a QF must have received 90% of its bonus payments in 1998 and 1999 in order to be eligible to participate.  ORA believes that the discount off the PX price proposed by SCE is appropriate given the risks associated with implementation of the proposed amendment.  ORA identifies the ratepayer exposure to the difference between the PX day-ahead price and the real time market price.  ORA proposes program reporting requirements designed to assess the success of the program.

In its July 24, 2000 supplemental comments, SCE proposes certain wording changes to the proposed amendment, identifies another option for calculating the baseline, and expansion of eligibility based on discussions with QFs. In terms of alternative baseline calculations, SCE proposes that the baseline be set based 

on the QF historical production during the 50 summer on-peak hours in 1998 and 1999 when the zonal PX day-ahead price was the highest.  To expand eligibility, SCE would include non-standard contract holders whose contracts do not provide for capacity bonuses.

Discussion

Although several new generating facilities are in the permitting process, and some have begun construction,
 no new generating facilities were certificated by the California Energy Commission (CEC) between November 1994 and April 1999.
  Thus, very limited new supply entered the market over the last five years.  In the meantime, California has experienced significant growth in demand.  The CEC forecasts that between 1998 and 2004, statewide demand will grow 2.3% annually.
 

Declared emergencies by the Independent System Operator (ISO) have already caused mandatory curtailments of customer load this year. California consumers could face continued curtailments and rolling blackouts during the peak summer season.  California ratepayers should therefore benefit from additional generation entering the market, especially at less than market prices.

After reviewing the responses of the parties, we adopt a modified contract amendment for SCE and SDG&E with the terms described below.

Eligibility:  Any QF that meets the following eligibility criteria may, at its option, enter into the amendment.  Specifically, the QF must:

1)
have a single point of interconnection with the utility’s system (taking into account both the generating facility and any host operation) or automatic transfer switches that will be operated to prohibit the QF from increasing deliveries to the utility by serving the QF facility’s load from power supplied through such electrical system; 

2)
agree to permit the utility to monitor energy deliveries on an hourly or daily basis;

We do not require that the QF hold a firm contract in order to enter into the contract amendment. In our opinion, any QF that produces above the baseline amount defined below should be eligible for the temporary incentive.  However, in recognition of the administrative cost to implement the amendment, we will limit eligibility to QFs with either firm capacity contracts or nameplate ratings of at least 2 megawatts (MW) as recommended by SDG&E in Comments on the draft decision.  We believe this modification reasonably identified the concerns raised by SCE and ORA of allowing as-available QFs to participate.  We do not require a QF to have earned bonus capacity payments for the summer months of 1998 and 1999 in order to be eligible to enter into the contract amendment.  The baseline we adopt ensures that QFs who do not meet their capacity commitments for the current year will not receive payment for production above contracted levels.  We do not establish any special provisions for participation for affiliated QFs.

Eligible Hours:  Production in excess of the baseline is eligible for incentive payment if such production occurs between 10:00 a.m. (HE1100) to 8:00 p.m. (HE 2000) on non-holiday weekdays, from August 1 through October 31, 2000 and, when the day-ahead zonal PX market clearing price for the applicable hour is equal to or greater than $150/MWh, or when the utility concludes that extra energy would benefit ratepayers.  Consistent with CCC’s recommendation, we will allow the utilities to call on QFs to provide extra energy when they determine supply is short and additional QF-supplied energy can help to mitigate supply deficits or reduce market prices.

Baseline:  The baseline is set equal to the QF’s highest production level during the 50 summer on-peak hours of the utility’s 1998 and 1999 summer months when the zonal day-ahead PX price was the highest.  If the resulting baseline is below the QF’s contract capacity, the baseline should be set at contract capacity.  The arguments of CCC, and the real life examples provided by Inland and Watson, convince us that the baseline measure originally proposed by SCE and SDG&E would reduce incentives to QFs most likely to be able to increase their output, those that produced above contract capacity in 1998 or 1999.  We are convinced by the analysis set forth in SCE’s comments on the draft decision that the baseline proposed by CCC would allow a QF that produced at the same output level in 1999 and 2000 to receive a significant incentive payment without increasing its output.  We have modified the draft decision in response.

Payment:  Payment for production above baseline will be 70% of the PX zonal day-ahead price. We do not adopt Inland’s proposal that we base the payment on the PX hour-ahead price.  The PX day-ahead price provides advance notice of when above baseline payments provisions are triggered, allowing the QF to modify its production schedule in order to take advantage of the price signal.  In addition, the volumes traded in the day-ahead market far exceed the 

volumes traded in the hour-ahead market, making the day-ahead price a more robust measure of the market.

Although we agree with CCC that no discount would likely provide the strongest signal to QFs to increase production, we are not convinced that payment at the full PX price would produce ratepayer savings.  SCE, SDG&E, and CCC did not present any information about how much above baseline QF production is likely to result from approval of this contract amendment or whether such production would actually have a meaningful impact on the PX price.  Unless additional production results in sufficient capacity to impact the PX price, ratepayers may not benefit from additional QF production.  PG&E’s pre-existing incremental sales offer, developed last year in conjunction with IEP, provides for payment based on a negotiated percentage of the PX price.  While we agree with CCC that SCE provides limited foundation for why 70% is the correct discount, our assessment is that payment based on 70% of a PX price over $150/MWh (or $0.15/kWh) should provide a strong incentive for QFs to produce when compared to posted QF prices.
 

In addition, we believe that there may be incremental costs associated with implementation of the contract amendment that lead us to believe a discount is appropriate.  For example, under the SCE proposed amendment, QFs do not need to schedule their additional production in order for their power to be bid into the PX by the utility.  This may cause the utility to incur imbalance charges. Unlike PG&E’s Incremental Energy Sales Agreement, SCE and SDG&E’s proposed amendments do not propose to pass these costs on to the QF, therefore we must assume that ratepayers will bear that cost.  We agree with ORA that the discount off the PX price proposed by SCE is appropriate given the risks associated with implementation of the proposed amendment.  For the reasons described, payment for production above baseline will be 70% of the PX zonal day-ahead price.

Reporting:  ORA has proposed reporting requirements and represents that SCE has no objections to them.  We will adopt the reporting requirements ORA sets forth for both SCE and SDG&E. ORA suggests that the report be submitted as an Advice Letter by January 15, 2001 in order to determine whether the program should continue for the 2001 summer season. SCE and SDG&E should file Advice Letters by January 15, 2001, including recommendations on whether the Amendments should be renewed or extended for summer 2001.

Ratemaking:  Although the motion and filings do not specify the ratemaking treatment for the temporary incentive, we clarify the expected ratemaking treatment.  Because we are approving a standard contract amendment, payments will be treated consistent with normal QF payments.  Costs and revenues associated with production above baseline will be booked in the QF subaccount within the Transition Cost Balancing Account.

We do not adopt an amendment for PG&E because it has already developed a voluntary incremental sales agreement that QFs may enter into to sell additional power to PG&E.  Pre-approval of optional agreements is not required.  The reasonableness of PG&E’s action in entering into such agreements will be evaluated in the next Annual Transition Cost Proceeding. 

Copies of the adopted amendments are attached as Attachment A and B.  We find the proposed Amendment reasonable.  SCE and SDG&E should be authorized to recover all costs associated with payments made under the Amendment subject to their prudent administration of the Amendment.

Comments on Draft Decision


A draft decision was issued on July 27, 2000. Pursuant to Rule 77.7(f)(9) of the Commission’s Rules of Practice and Procedure, the period for public review and comment of this draft decision was shortened to 5 days. Comments were filed on August 1, 2000 by SCE, SDG&E, ORA, CCC, and Watson.  We have made modifications to the draft by adopting a different baseline and modifying the eligibility criteria.  The revisions are described herein.

Findings of Fact

1. The adopted baseline ensures that QFs have an incentive to produce incremental energy beyond the baseline while minimizing the premiums received by QFs who do not increase their output.

2. The baseline measure originally proposed by SCE and SDG&E would reduce incentives to QFs most likely to be able to increase their output, those that produced above contract capacity in 1998 or 1999.

3. The PX day-ahead price provides advance notice of when above baseline payments provisions are triggered, allowing the QF to modify its production schedule in order to take advantage of the price signal.

4. Unless additional production results in sufficient capacity to impact the PX price, ratepayers may not benefit from additional QF production.

5. There may be incremental costs associated with implementation of the contract amendment.

6. QFs do not need to schedule their additional production in order for their power to be bid into the PX by the utility. 

7. The discount off the PX price proposed by SCE is appropriate given the risks associated with implementation of the proposed amendment.

8. PG&E has already developed a voluntary incremental sales agreement that QFs may enter into to sell additional power to PG&E.

9. The proposed Amendment, as modified, is reasonable.

Conclusions of Law

1. SCE’s July 24, 2000 motion for leave to file supplemental comments regarding its emergency motion should be granted. 

2. Pre-approval of the Amendment satisfies the requirement in D.93-03-021 that affiliate QF contracts may only be modified with the Commission’s prior approval.

3. California ratepayers should benefit from additional generation entering the market, especially at less than market prices.

4. Eligibility for the amendment should be limited to QFs with firm contracts or with a nameplate rating of at least 2 MW in order to minimize implementation costs.

5. Any eligible QF that produces above the defined baseline amount during eligible hours should receive the temporary incentive.

6. Payment for production above baseline should be 70% of the PX zonal day-ahead price.

7. Payment based on 70% of a PX price over $150/MWh should provide a strong incentive for QFs to produce when compared to posted QF prices.

8. The reporting requirements set forth in ORA’s response should be adopted for both SCE and SDG&E. 

9. SCE and SDG&E should file Advice Letters containing their reports on the program by January 15, 2001, including recommendations on whether the Amendments should be renewed or extended for summer 2001.

10. SCE and SDG&E should be authorized to recover all costs associated with payments made under the Amendment subject to their prudent administration of the Amendment.

ORDER

Therefore, IT IS ORDERED that:

1. Amendment A and Amendment B (attached) are approved as reasonable.

2. Southern California Edison Company (SCE) is authorized to enter into Amendment A with eligible qualifying facilities, including affiliated qualifying facilities, without further Commission concurrence.

3. San Diego Gas & Electric Company (SDG&E) is authorized to enter into Amendment B with eligible qualifying facilities, including affiliated qualifying facilities, without further Commission concurrence.

4. SCE shall be authorized to recover all payments made under the Amendment subject to its prudent administration of the Amendment.

5. SDG&E shall be authorized to recover all payments made under the Amendment subject to its prudent administration of the Amendment.

6. SCE and SDG&E shall file Advice Letters containing their reports on the program by January 15, 2001, including recommendations on whether the Amendments should be renewed or extended for summer 2001.

This order is effective today.


Dated August 3, 2000, at San Francisco, California.


LORETTA M. LYNCH


President


HENRY M. DUQUE


JOSIAH L. NEEPER


RICHARD A. BILAS


CARL W. WOOD


Commissioners
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AMENDMENT NO. _____

TO POWER PURCHASE AGREEMENT

between

SOUTHERN CALIFORNIA EDISON COMPANY

and

[QF NAME]

[QFID]

1.
PARTIES:  This Amendment No. ___ (“Amendment”) to the above-referenced Power Purchase Contract is entered into between Southern California Edison Company (“Edison”) and __________________ (“Seller”).  ___________________ and Edison will sometimes be referred to jointly as the “Parties” and individually as a “Party.”
2. RECITALS:  This Amendment is made with reference to the following facts:

2.1
The Power Purchase Contract was originally entered into by Edison and Seller (or Seller’s predecessor in interest) as of [date].  The Power Purchase Contract and all previous amendments thereto are referred to herein as the “Contract.”

2.2
It is presently in the interests of California electric consumers to increase the supply of kilowatt hours that are being bid into the day-ahead energy market.

2.3
Subject to the condition precedent described in paragraph 3.7, Edison and Seller therefore agree to amend the Contract on a temporary basis to provide a short-term incentive for Seller to sell to Edison, during Eligible Hours, generation in excess of that which Seller has in recent years provided under the Contract.

2.4
Seller has qualified to enter into this Amendment because it meets the requirements set forth in paragraph 3.8 below.

3. AGREEMENT:  For the term of this Amendment only, as defined in paragraph 3.5, the Parties agree to amend the Contract as follows:

3.1
BASELINE DESIGNATION.  The following shall be added to the Contract as new Section _____.

“___
Seller’s Baseline is ___kWh per hour.  Edison may change the Baseline on a prospective basis only by giving Seller three business days’ written notice, which notice shall be deemed effective when delivered in person or by facsimile transmission.”
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3.2
NEW DEFINITIONS.  Section __ of the Contract shall be amended by adding the following additional definitions:

“___
Baseline:  The level of generation, as designated in Section ___, above which Seller will be paid at the special payment rate designated in Section ___ during Eligible Hours.”  Seller’s Baseline shall be set at a level equal to the Seller’s highest level of generation during the 50 on-peak hours of June, July, August, and September of 1998 and 1999 when the Market Clearing Price was highest. In no event shall the Baseline be set at a level that is less than Seller’s Contract Capacity level.

“___
Eligible Hour(s):  10:00 a.m. (HE 1100) to 8:00 p.m. (HE 2000) on non-holiday weekdays when the Market Clearing Price is equal to or greater than $150/MWh, or any other hour so designated in advance by Edison.

“___
PX:  The California Power Exchange established pursuant to Articles 2 and 4 of AB 1980, Public Utilities Code §§ 334-340, 355-356.”

“___
Market Clearing Price:  The hourly zonal clearing price for the PX Day-Ahead Energy Market, converted from $/MWh to cents/kWh, as posted on the PX’s Internet website (www.calpx.com).  The Market Clearing Price shall not include minor adjustments made by the PX after the Internet posting.”

“___
PX Day-Ahead Energy Market:  The forward, hourly wholesale energy market operated and managed by the PX in which market participants can bid supply and demand for delivery or consumption of energy on the following day.” 

3.3
SPECIAL INCENTIVE.  The following shall be added as new Section ___ to the Contract:

“___
Special Incentive Payment Provision:  Notwithstanding anything the contrary in this Contract [“Agreement” if that is the term used in the PPC], during the term of Amendment No. ___ only, energy (measured hourly by kWh) delivered by Seller in excess of Seller’s Baseline during Eligible Hours shall not be included in calculations performed pursuant to the formulas set forth in Sections ___, ___, ___, and ___, and shall not be included in any payments made by Edison to Seller pursuant to those sections.  Energy (measured hourly by kWh) delivered by Seller 
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in excess of Seller’s Baseline during Eligible Hours (and as adjusted to take into account any individual line loss factor 

and/or transformer loss factor applicable to Seller’s project due to differences in the metering and delivery points) shall instead be paid for at 70% of the Market Clearing Price for the corresponding Eligible 

Hour in which the delivery above Baseline occurred.  The special payment provided for in this section shall constitute Seller’s total compensation for each kWh in excess of Baseline that is delivered by Seller during an Eligible Hour.

3.4
EFFECTIVE DATE.  This Amendment shall become effective on the first day that both of the following have occurred:  (i) satisfaction of the condition precedent in paragraph 3.7, below; and (ii) execution of this Amendment by both Parties.  

3.5
TERM.  The Term of this Amendment shall be from 12:00 a.m. on August 4, 2000 or the Effective Date, as defined in paragraph 3.4, whichever is later, until 8:00 p.m. on October 31, 2000 or the date which is three business days’ after written notice from either Party to the other electing, on a prospective basis, to terminate this Amendment, whichever is earlier.  Written notice electing termination shall be deemed to have been given when delivered in person or by facsimile transmission.  Such written notice of termination may be given for any or no reason.

3.6
REVERSION TO ORIGINAL CONTRACT TERMS.  Upon the conclusion of the term of this Amendment, the Contract shall revert to its terms as they existed prior to Amendment No. ___, except insofar as they may have otherwise been amended.

3.7 COMMISSION APPROVAL.  This Amendment shall not become effective unless and until the standard form amendment for qualifying facility contracts (“Standard Amendment”) upon which this Amendment is based shall have been approved by the California Public Utilities Commission (“Commission”).  The Commission approval required under this paragraph shall take the form of a decision, resolution or order of the Commission that:  (i) approves the Standard Amendment as reasonable and prudent in the form presented; (ii) authorizes Edison to enter into the Standard Amendment (as modified solely to conform to the terms of individual contracts) with eligible qualifying facilities, including affiliate qualifying facilities, without the further concurrence of the Commission; and (iii) finds that all 
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payments by Edison to an eligible qualifying facility under the Standard Amendment will be deemed reasonable and prudent and recoverable in full by Edison through its Annual Transition Cost Proceeding or any other mechanism authorized by the Commission, subject only to Edison’s reasonable administration of each executed Standard Amendment.  

3.8
AMENDMENT ELIGIBILITY.  To be eligible for the benefits of this Amendment, Seller has previously satisfied Edison that it meets each of the following criteria:  (A) Seller’s Generating Facility and the electrical host and/or load it serves has, and will continue to have, for the entire term of this Amendment No. ___, either (i) a single point of service with Edison’s electric system or (ii) automatic transfer switches that will be operated to prohibit Seller from increasing deliveries to Edison by serving Seller’s load from power supplied through such electric system; (B) Edison will be able to review Seller’s hourly kWh deliveries for all Eligible Hours at the end of each new non-holiday weekday, either through telemetered data or electronic or facsimile transmission of the data; and (C) Seller’s Contract provides for the delivery of firm capacity or has a nameplate rating of at least 2 MW.  Seller shall promptly notify Edison if it becomes aware that it has ceased to qualify under any of the foregoing criteria.

3.9
EFFECT OF AMENDMENT.  Except as amended herein, all terms, covenants and conditions contained in the Contract shall remain in full force and effect, and apply to this Amendment as though incorporated herein. 

3.10
CAPITALIZED TERMS OR WORDS.  Terms or words that are capitalized but not defined in this Amendment shall have the same meaning as in the Contract.  

3.11
MULTIPLE ORIGINALS.  This Amendment may be executed in multiple counterparts, each of which shall be deemed an original and all of which, taken together, shall constitute a single document.  

3.12
SIGNATURE CLAUSE.  The Parties’ signatories represent that they have been duly authorized to enter into this Amendment of behalf of the Party for whom they sign.  
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[Name of Seller]

a ______________

By:

______________________________________
Name:
______________________________________
Title:
______________________________________
Date:
______________________________________

SOUTHERN CALIFORNIA EDISON COMPANY,

   a California corporation

By:
______________________________________
Name:
______________________________________
Title:
______________________________________
Date:
______________________________________

(END OF ATTACHMENT A)
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AMENDMENT NO. _____

TO POWER PURCHASE AGREEMENT

between

SAN DIEGO GAS & ELECTRIC COMPANY

and

[QF NAME]

[QFID]

1.
PARTIES:  This Amendment No. ___ (“Amendment”) to the above-referenced Power Purchase Agreement is entered into between San Diego Gas & Electric Company (“SDG&E”) and __________________ (“Seller”).  ___________________ who will sometimes be referred to jointly as the “Parties” and individually as a “Party.”
2.
RECITALS:  This Amendment is made with reference to the following facts:

2.1
The Power Purchase Contract was originally entered into by SDG&E and Seller (or Seller’s predecessor in interest) as of [date].  The Power Purchase Contract and all previous amendments thereto are referred to herein as the “Contract.”

2.2
It is presently in the interests of California electric consumers to increase the supply of kilowatt hours that are being bid into the day-ahead energy market.

2.3
Subject to the condition precedent described in paragraph 3.7, SDG&E and Seller therefore agree to amend the Contract on a temporary basis to provide a short-term incentive for Seller to sell to SDG&E, during Eligible Hours, generation in excess of that which Seller has in recent years provided under the Contract.

2.4
Seller has qualified to enter into this Amendment because it meets the requirements set forth in paragraph 3.8 below.

3.
AGREEMENT:  For the term of this Amendment only, as defined in paragraph 3.5, the Parties agree to amend the Contract as follows:

3.1
BASELINE DESIGNATION.  The following shall be added to the Contract as new Section _____.

“___
Seller’s Baseline is ___kWh per hour.  SDG&E may change the Baseline on a prospective basis only by giving Seller three 
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business days’ written notice, which notice shall be deemed effective when delivered in person or by facsimile transmission.”

3.2
NEW DEFINITIONS.  Section __ of the Contract shall be amended by adding the following additional definitions:

“___
Baseline:  The level of generation, as designated in Section ___, above which Seller will be paid at the special payment rate designated in Section ___ during Eligible Hours.”  Seller’s Baseline shall be set at a level equal to the Seller’s highest level of generation during the 50 on-peak hours of May, June, July, August, and September of 1998 and 1999 when the Market Clearing Price was highest. In no event shall the Baseline be set at a level that is less than Seller’s Contract Capacity level.

“___
Eligible Hour(s):  10:00 a.m. (HE 1100) to 8:00 p.m. (HE 2000) on non-holiday weekdays when the Market Clearing Price is equal to or greater than $150/MWh, or any other hour so designated in advance by SDG&E.

“___
PX:  The California Power Exchange established pursuant to Articles 2 and 4 of AB 1980, Public Utilities Code §§ 334-340, 355-356.”

“___
Market Clearing Price:  The hourly zonal clearing price for the PX Day-Ahead Energy Market, converted from $/MWh to cents/kWh, as posted on the PX’s Internet website (www.calpx.com).  The Market Clearing Price shall not include minor adjustments made by the PX after the Internet posting.”

“___
PX Day-Ahead Energy Market:  The forward, hourly wholesale energy market operated and managed by the PX in which market participants can bid supply and demand for delivery or consumption of energy on the following day.” 

3.3
SPECIAL INCENTIVE.  The following shall be added as new Section ___ to the Contract:

“___
Special Incentive Payment Provision:  Notwithstanding anything the contrary in this Contract [“Agreement” if that is the term used in the PPC], during the term of Amendment No. ___ only, energy (measured hourly by kWh) delivered by Seller in excess of Seller’s Baseline during Eligible Hours shall not be included in calculations performed pursuant to the formulas set forth in Sections ___, ___, ___, and ___, and shall not be included 
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in any payments made by SDG&E to Seller pursuant to those sections.  Energy (measured hourly by kWh) delivered by Seller in excess of Seller’s Baseline during Eligible Hours (and as adjusted to take into account any individual line loss factor and/or transformer loss factor applicable to Seller’s project due to differences in the metering and delivery points) shall instead be paid for at 70% of the Market Clearing Price for the corresponding Eligible Hour in which the delivery above Baseline occurred.  The special payment provided for in this section shall constitute Seller’s total compensation for each kWh in excess of Baseline that is delivered by Seller during an Eligible Hour.

3.4
EFFECTIVE DATE.  This Amendment shall become effective on the first day that both of the following have occurred:  (i) satisfaction of the condition precedent in paragraph 3.7, below; and (ii) execution of this Amendment by both Parties.  

3.5
TERM.  The Term of this Amendment shall be from 12:00 a.m. on August 4, 2000 or the Effective Date, as defined in paragraph 3.4, whichever is later, until 8:00 p.m. on October 31, 2000 or the date which is three business days’ after written notice from either Party to the other electing, on a prospective basis, to terminate this Amendment, whichever is earlier.  Written notice electing termination shall be deemed to have been given when delivered in person or by facsimile transmission.  Such written notice of termination may be given for any or no reason.

3.6
REVERSION TO ORIGINAL CONTRACT TERMS.  Upon the conclusion of the term of this Amendment, the Contract shall revert to its terms as they existed prior to Amendment No. ___, except insofar as they may have otherwise been amended.

3.7 COMMISSION APPROVAL.  This Amendment shall not become effective unless and until the standard form amendment for qualifying facility contracts (“Standard Amendment”) upon which this Amendment is based shall have been approved by the California Public Utilities Commission (“Commission”).  The Commission approval required under this paragraph shall take the form of a decision, resolution or order of the Commission that:  (i) approves the Standard Amendment as reasonable and prudent in the form presented; (ii) authorizes SDG&E to enter into the Standard Amendment (as modified solely to conform to the terms of individual contracts) with 
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eligible qualifying facilities, including affiliate qualifying facilities, without the further concurrence of the Commission; and (iii) finds that all payments by SDG&E to an eligible qualifying facility under the Standard Amendment will be deemed reasonable and prudent and recoverable in full by SDG&E through its Annual Transition Cost Proceeding or any other mechanism authorized by the Commission, subject only to SDG&E’s reasonable administration of each executed Standard Amendment.  

3.8
AMENDMENT ELIGIBILITY.  To be eligible for the benefits of this Amendment, Seller has previously satisfied SDG&E that it meets each of the following criteria:  (A) Seller’s Generating Facility and the electrical host and/or load it serves has, and will continue to have, for the entire term of this Amendment No. ___, either (i) a single point of service with SDG&E’s electric system or (ii) automatic transfer switches that will be operated to prohibit Seller from increasing deliveries to SDG&E by serving Seller’s load from power supplied through such electric system; (B) SDG&E will be able to review Seller’s hourly kWh deliveries for all Eligible Hours at the end of each new non-holiday weekday, either through telemetered data or electronic or facsimile transmission of the data; and (C) Seller’s Contract provides for the delivery of firm capacity or has a nameplate rating of at least 2 MW.  Seller shall promptly notify SDG&E if it becomes aware that it has ceased to qualify under any of the foregoing criteria.

3.9
EFFECT OF AMENDMENT.  Except as amended herein, all terms, covenants and conditions contained in the Contract shall remain in full force and effect, and apply to this Amendment as though incorporated herein. 

3.10
CAPITALIZED TERMS OR WORDS.  Terms or words that are capitalized but not defined in this Amendment shall have the same meaning as in the Contract.  

3.11
MULTIPLE ORIGINALS.  This Amendment may be executed in multiple counterparts, each of which shall be deemed an original and all of which, taken together, shall constitute a single document.  

3.12
SIGNATURE CLAUSE.  The Parties’ signatories represent that they have been duly authorized to enter into this Amendment of behalf of the Party for whom they sign.  
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[Name of Seller]

a ______________

By:

______________________________________
Name:
______________________________________
Title:
______________________________________
Date:
______________________________________

SAN DIEGO GAS & ELECTRIC COMPANY,

   a California corporation

By:
______________________________________
Name:
______________________________________
Title:
______________________________________
Date:
______________________________________

(END OF ATTACHMENT B)

� See http://www.energy.ca.gov/maps/siting_cases.html.


� See http://www.energy.ca.gov/sitingcases/projects_since_1979.html.


� See California Energy Demand - 2000-2010, California Energy Commission Staff, Table I-1, p. 4.


�  The utility may invoke this provision of the amendment only in hours when 70% of the PX day-ahead price is higher than the applicable posted QF price for that hour.


� The July 2000 on-peak QF prices were $0.048/kWh for PG&E, $0.082/kWh for SCE, and $0.059/kWh for SDG&E.





- 1 -

76006
- 8 -


