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CPUC REVISES qf payment FORMULA

The California Public Utilities Commission (CPUC) today ordered Southern California Edison (Edison), Pacific Gas and Electric (PG&E), and San Diego Gas and Electric (SDG&E) to pay Qualifying Facilities (QFs), from this day forward, within 15 days of the  invoice or face fines equaling the amount owed to the QF.

QFs are companies that operate under contracts with California utilities to generate electricity using renewable or cogeneration technologies.  They provide more than ¼ of the electric supply needed by California utilities. They receive payments based on costs utilities’ avoid by not having to produce electricity.  Payments are based on a legislatively mandated formula that was established by the Commission in 1996. 

In recent months, utilities have withheld payments to these facilities, forcing some to shut down.  Given the importance of the power produced by QFs as part of the state’s electric supply, the Commission determined that it is critical for utilities to make prompt payments to these facilities to keep them on-line.  

The Commission also established a procedure to replace the natural gas price index that is used in calculating payments to QFs. Currently the published index of the price of gas received at Topock, at the Arizona border, is used in calculating QF payments. The Commission believes that current market conditions warrant revisiting the use of this index and has directed its Energy Division to conduct a workshop to explore alternatives to replace the Topock index.  Until further direction from the Commission, QFs will be paid based on the price of gas received at Malin, at the Oregon border, plus an intrastate transportation rate.  This change will probably result in a lower QF energy price, which would ultimately lower costs for consumers.

Today’s changes in QF payments apply to all QFs regardless of whether they use natural gas or renewable resources such as solar or wind. Because QFs produce a significant portion of California’s electric supplies, today’s decision is a critical piece of establishing the total cost for energy paid by California consumers.  
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