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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies and Programs Governing Energy Efficiency, Low-Income Assistance, Renewable Energy and Research Development and Demonstration.


Rulemaking 98-07-037

(Filed July 23, 1998)

ADMINISTRATIVE LAW JUDGE’S RULING

REQUESTING COMMENT ON PROPOSED

HEAT RECOVERY STANDARDS

By Decision (D.) 01-03-073, the Commission directed Pacific Gas and Electric Company, San Diego Gas and Electric Company, Southern California Edison Company and Southern California Gas Company (collectively referred to as “the utilities”) to implement load control and distributed generation programs, as set forth in that decision, without delay.  (D.01-03-073, Ordering Paragraph 1.)

In order to be eligible for incentives under the self-generation program, non-renewable technologies must utilize waste heat recovery at the customer site.  The Commission directed Energy Division to work with interested parties to develop heat recovery standards and to submit those standards for Commission consideration. (D.01-03-073, mimeo. p. 27.)  

Attachment 1 presents Energy Division’s recommendations for heat recovery standards.  Comments are due by May 9, 2001.  There will be no opportunity for reply comments.

All comments should be filed in this proceeding and served by US mail and electronic mail to the service list, including “state service”.  A current service list for this proceeding is available on the Commission’s web page, www.cpuc.ca.gov. 

Dated May 2, 2001, at San Francisco, California.



/s/  MEG GOTTSTEIN (by ang)



Meg Gottstein

Administrative Law Judge

BEFORE THE CALIFORNIA PUBLIC UTILITES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies and Programs Governing Energy Efficiency, Low-Income Assistance, Renewable Energy and Research Development and Demonstration.


Rulemaking 98-07-037

(Filed July 23, 1998)

ENERGY DIVISION STAFF REPORT 

ON PROPOSED WASTE HEAT RECOVERY STANDARDS 

AS REQUIRED BY D.01-03-037
Prepared May 1, 2001

Background

On March 27, 2001, the Commission issued Decision (D.) 01-03-073 to encourage installation of renewable and non-renewable self-generation technologies through differential incentives. Respondent utilities were directed to work with a number of agencies to develop program details for the self-generation equipment incentive program. The Commission directed the utilities to “implement these programs without delay, consistent with today’s decision.” (Ordering Paragraph 1.) Southern California Gas Company (SoCalGas) was directed to convene a working group comprised of Pacific Gas and Electric Company (PG&E), Southern California Edison Company (SCE), San Diego Gas & Electric Company (SDG&E), and the San Diego Regional Energy Office (SDREO) to develop program details for statewide implementation .

Consistent with D.01-03-073, SoCalGas convened the first meeting of the Self-Generation Working Group on April 9, 2001, which included representatives from PG&E, SDG&E, SoCalGas, SCE, SDREO, the California Energy Commission, and the CPUC Energy Division. The group continued to meet weekly during the month of April, supplementing the meetings with frequent conference calls to agree upon and gain consensus on key issues necessary to develop and launch the program in a timely manner. 

Waste Heat Recovery Standards


Certain nonrenewable fuel cells, microturbines and internal combustion engines may qualify for incentive payments if the installations utilize waste heat recovery.  The Commission observed that “without heat recovery, certain non-renewable generation technologies may be less efficient and more polluting than combined cycle technologies. Requiring that these technologies utilize waste heat recovery at the customer site mitigates these concerns and is consistent with our goal of improving the overall efficiency of the electrical generation system.” (Findings of Fact 16.) The Commission directed the Energy Division “to work with interested parties to develop heat recovery standards and to submit those standards to us for subsequent consideration (p. 27.) Through the working group process, SoCalGas, SDG&E and SDREO reached consensus on a single waste heat recovery standard, while PG&E and SCE each developed individual proposals for the Commission to consider. 

SoCalGas, SDG&E and SDREO


Definition
The joint proposal defines waste heat recovery as utilization of at least 40% of the total fuel input to useful thermal energy
 and useful power output,
 calculated as follows:


[Useful Power Output
 + Useful Thermal Output]/Total Fuel Input (LHV)


Under the joint proposal, projects must utilize at least 40% total fuel input to useful energy conversion to qualify for incentive payments through the self-generation program. Any application must demonstrate a reasonable ability to meet these minimum conversion efficiencies, including a calculation of the conversion efficiency with documented assumptions regarding thermal load at the site. SoCalGas, SDG&E and SDREO propose two standards for varying project sizes. Small projects under 250 kW must demonstrate the ability to meet this standard over any three months of the year; larger projects from 250 kW to 1 MW over an entire year. 


Discussion

SoCalGas, SDG&E and SDREO indicate that their joint definition of waste heat recovery meets and exceeds the objectives of D.01-03-073 in four areas. 

First, the proposed definition exceeds both the efficiency and emissions of marginal generation. The efficiency standard provides significant environmental benefits compared to the “on peak” electrical grid. A 40% energy conversion efficiency represents a significant improvement over existing generators used to serve “on peak” electric load, which often have heat rates in excess of 14,000 BRU/kW (less than 24% electrical efficiency.) Self-generation equipment using this efficiency standard will help to offset this load and improve the overall efficiency of the electrical generation system. 

Second, the proposed efficiency standard provides access to a greater number of participants by addressing the needs of smaller facilities. Smaller facilities such as small hospitals, lodgings, nursing homes, restaurants, small office complexes, retail establishments, and schools have summer peak loads of no more than 250 kW.
 These same facilities often have very small thermal loads (in terms of quantity and heat quality) that vary based on the season. Providing a standard for small projects (less than 250 kW) that can be met on a seasonal basis still requires substantial waste heat recovery and opens the program to more participants.

Third, it uses an established standard and provides program consistency. The efficiency standard is essentially the same as those outlined in Senate Bill 1345,
 which seeks to offset costs of eligible distributed generation systems similar to those described in D.01-03-073. Consistency with similar programs, especially programs administered by the CEC, will yield less customer confusion.

Last, SoCalGas, SDG&E and SDREO note that parties commenting on the proposed decision suggested energy efficiency standards typically applied to large-scale cogeneration, such as the FERC standard for qualifying facilities. These suggestions were not adopted by the Commission in D.01-03-073. 

PG&E

Definition

PG&E recommends that in order to qualify for the Level 2 and Level 3 incentives, all DG units regardless of size should meet the cogeneration standards in Public Utilities Code Section 218.5.  This code section, which has long been used by the Commission, specifies detailed standards for the amount of useful thermal energy that must be put to a use other than generation, as well as an efficiency requirement.

The PU Code cogeneration definition specifies the following standards for waste heat recovery and system efficiency:

(a) Waste Heat Recovery:  At least 5 percent of the facility’s total annual energy output must be in the form of useful thermal energy; and

(b) System Efficiency:  The useful annual electric power output plus one-half of the useful thermal output must be must be greater than or equal to 42.5 percent of the total annual fuel input of the system.

Discussion

PG&E indicates that depending upon the definition adopted for waste heat recovery, a wide variety of different projects could conceivably qualify for the incentives.  PG&E’s concern is that the standards not be set in a way that allows projects to qualify that send a trivial and fleeting amount of heat over the course of the year.  PG&E believes Finding of Fact 16 of Decision 01-03-073 shares this concern, stating “Without waste heat recovery, certain non-renewable self-generation technologies may be less efficient and more polluting than combined cycle technologies.”  

PG&E believes its proposed standard for waste heat recovery appears to be what is intended by Decision 01-03-073, which refers to “combined heat and power or cogeneration (p. 12.)  PG&E indicates there is no need to “re-invent the wheel” when waste heat recovery standards already exist, especially standards which the Commission has had many years of experience applying in order to determine whether generators are legitimately utilizing waste heat recovery.  PG&E believes these standards are not difficult to meet for genuine cogeneration projects; indeed, they set a lower standard than the FERC requires of cogenerators in its regulation of Qualifying Facilities (QFs.)  The 218.5 standards will ensure that all Level 3 systems utilize waste heat recovery on an annual basis and help allay the Commission’s concern that the DG units not be less efficient and more polluting than combined cycle technologies.

Southern California Edison

SCE believes that the existing FERC and California requirement for QFs as described in 18 CFR §292.205 and Section 218.5 of the California Public Utilities Code respectively, for minimum useful thermal energy and overall system fuel utilization effectiveness is the appropriate standard for eligibility for the Commission’s self-generation program for Level 3 incentives.  

Definition

All Level 3 systems must incorporate waste heat recovery.  No less than 5% of the total annual energy output of the system must be useful thermal energy. SCE proposes the following Minimum System Efficiency standard:

a. The useful electric power output plus one-half the useful thermal energy must equal at least 42.5% of the total annual energy input to the system for the calendar year.

b. For systems over 50 kW, if the useful thermal output of the system is less than 15% of the total energy output of the facility, the useful power output plus one-half the useful thermal energy output must be no less than 45% of the total energy input to the system for the calendar year. 

Discussion

SCE states that the minimum efficiency standards established by FERC and the California legislature requires a reasonable level of overall efficiency, are widely understood and accepted in the industry, and do not provide significant advantages nor disadvantages to renewable vs. non-renewable technologies with regard to eligibility for incentives.

Staff Recommendation


Energy Division staff recommends the Commission adopt the waste heat recovery definition described in joint proposal developed by SoCalGas, SDG&E and SDREO. Staff agrees with these entities that self-generation customers will benefit from a definition of waste heat recovery that is consistent with the definition used by the CEC under their SB 1345 DG grant program. Further, the definition also recognizes that customer applications specific to small DG could still achieve meaningful efficiencies even though those efficiencies may be seasonal in nature. 


In comparison to the proposals set forth by PG&E and SCE, the joint proposal’s waste heat recovery definition allows greater program participation,  particularly for units under 250 kW, which would afford more opportunity for peak load reduction. During those periods when a self-generation customer has a heat load, the unit will capture the benefits of cogeneration operation. The customer will be required to take advantage of waste heat recovery when its needed, and still confer the advantages of peak load reduction at other times of the year.

(END OF ATTACHMENT 1)

CERTIFICATE OF SERVICE

I certify that I have by mail and by electronic mail, to the parties to which an electronic mail address has been provided, this day served a true copy of the original attached Administrative Law Judge’s Ruling Requesting Comment on Proposed Heat Recovery Standards on all parties of record in this proceeding or their attorneys of record.

Dated May 2, 2001, at San Francisco, California.

/s/  GABY L. SUSANTO

Gaby L. Susanto

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

The Commission’s policy is to schedule hearings (meetings, workshops, etc.) in locations that are accessible to people with disabilities. To verify that a particular location is accessible, call: Calendar Clerk (415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign language interpreters, those making the arrangements must call the Public Advisor at TTY#1-866-836-7825 or (415) 703-5282 at least three working days in advance of the event.

� As defined in 18 CFR 292.202(h)


� As defined in 18 CFR 292.202(g)


� Useful Power Output (BTU/hr) = Estimated Electric Energy Output (kWh) x 3,413 Btu/kWh


� LHV = Low Heating Value


� CEC report “Market Assessment of Combined Heat and Power in the State of California,” Tables ES-2 confirms this assessment.


� SB 1345 added Section 25620.10(I) (4), which sets a 40% total fuel-to-energy conversion efficiency for any nonrenewable fuel DG system funded under the CEC grant program developed under SB 1345.
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