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CPUC changes qf contracts

The California Public Utilities Commission (CPUC) today took another step to bring stability to electric supply agreements by pre-approving three contract amendments.  The amendments are for contracts between Southern California Edison (Edison), San Diego Gas and Electric (SDG&E), and Pacific Gas and Electric (PG&E) and generating companies, referred to as Qualifying Facilities, or QFs. 

The CPUC also directs Edison to pay 15 percent of what it owes a QF if it demonstrates an immediate need for funds to continue or reestablish safe and reliable operations.  PG&E back payments are handled through the bankruptcy court. SDG&E has no back debt to QFs.

QFs provide more than 25 percent of the electricity consumed in California and at a time when every megawatt of electricity is needed to keep the lights on, assuring that supply from the facilities continues is essential.  Since QFs have not been getting paid for their electricity, and since the Commission changed the formula used in setting their payments, QFs have sought to suspend their contracts and sell power to any buyer, including those outside California. 

Modifications to the contracts include:

· replacing the standard price terms with a fixed price of 5.37 cents per kilowatt for five years, 

· allowing supplemental payments for QFs that demonstrate that the current price is insufficient to recover their actual fuel costs, and

· providing incentives of 125 percent for QFs to increase generation which would use 125 percent of the average of the gas price indices, Malin and Topock (where gas enters California from other states), for the payment formula.
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