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On December 19, 2001, Energy Division issued reliability requirements for the Self Generation Incentive Program pursuant to Decision 01-06-035, Ordering Paragraph 4.  We requested comments on the proposed criteria by December 27, 2001.  This comment period was extended to January 4, 2002.

Consistent with D. 01-06-035, Energy Division submits to the Program Administrators the final reliability requirements.  No further Commission action is necessary for these criteria to go into effect.

/S/ Natalie Walsh

Natalie Walsh, Branch Manager

Enclosure
Self-Generation Incentive Program

Reliability Criteria for Level 3 Technologies

Background

Assembly Bill 970 (AB 970), signed by Governor Davis on September 6, 2000, required the CPUC to initiate certain load control and distributed generation activities, including financial incentives.  On March 27, 2001, the CPUC issued Decision 01-03-073 authorizing the Self-Generation Incentive Program, and allocated $125 million per year through 2004 for program administration and customer incentives. Technologies eligible to receive incentive payments under the program are:  photovoltaics, wind turbines, fuel cells, internal combustion engines, small gas turbines, and microturbines. Applicants seeking incentives must meet certain requirements as set forth in the program guidebook
.  D. 01-03-073 requires Level 3 (fossil-fired) technologies receiving incentives under the program to meet two additional criteria:

1. They must utilize the waste heat from the generating facility, specifically meeting the cogeneration requirements of Public Utilities Code Sec. 218.5.

2. “[A] fossil-fired facility must make a demonstrable contribution to the reliability of the transmission or distribution system.”

In April 2001, a working group was convened to develop program implementation details. The working group consisted of representatives from the CPUC Energy Division, CEC, PG&E, SDG&E, SCE, SoCalGas, and SDREO
. The group developed the program guidebook, application forms, and other relevant documents, and deliberated over numerous implementation issues. The second criterion listed above, referred to informally as the “reliability requirement” or “reliability criteria,” was discussed at length, with disagreement arising over the intent of the language in AB 970. Some working group members asserted that “reliability” referred to the reliability of the self-generation unit or overall system supply reliability. However, D. 01-03-073 clearly interpreted AB 970 as meaning “reliability of the transmission or distribution system.”

SCE filed a Petition to Modify the decision, requesting that the reliability requirement be removed from the program for Level 3 technologies. SDG&E, SoCalGas, and SDREO filed comments in support of the petition. PG&E filed comments stating that AB 970 could be interpreted either in the manner stated in D. 01-03-073 (i.e. the reliability requirement refers to transmission or distribution reliability) or in the manner proposed by SCE in its Petition. The Commission denied the petition in D. 01-06-035, reaffirming the requirement that all fossil-fired generation units receiving incentives under this program contribute to the reliability of the transmission or distribution system. The decision also directed the Energy Division to develop the reliability criteria without delay.

On December 19, 2001, Energy Division circulated a final draft of the Reliability Criteria to the working group for review and comment.  Energy Division has considered the program administrators’ comments in its development of the final criteria.  An applicant’s eligibility for the program is determined early in the application process, therefore the criteria must be realizable in this time frame.

Final Reliability Criteria for Level 3 Technologies 

In order to qualify for a Level 3 incentive payment, the applicant must meet both of the following requirements:

1. The self-generating facility must be designed to operate in power factor mode such that the generator operates between 0.95 power factor lagging and 0.90 power factor leading.  This design feature will be verified by reviewing the manufacturer’s specifications at the time of application.

2. Applicants with facilities sized greater than 200 kW will coordinate the self-generation facility planned maintenance schedule with the electric utility.  This may allow the utility to more accurately schedule load and plan distribution system maintenance. The applicant will only schedule a facility’s planned maintenance between October and March and, if necessary, during off-peak hours and/or weekends during the months of April to September.

The proposed criteria do not consider economic benefits of DG to the utility, such as the deferral of distribution upgrades. Rather, the criteria are intended to render a technical benefit in terms of improved availability and quality of power. Power quality includes voltage, power factor, and harmonic distortion.

Implementation

These reliability criteria will be in effect for all Level 3 applications submitted to the Self-Generation Incentive Program on or after January 1, 2002.  The program administrator will determine whether an applicant for a Level 3 technology will qualify based on the proposed criteria
.  Section 2.5 of the program handbook should be modified to reflect these criteria.

The reliability requirements for the Self-Generation Incentive Program are not intended to prejudge the conclusions of Rulemaking 99-10-025.

� This guidebook was developed by the program administrators with input from the CPUC Energy Division and CEC, and is available from each administrator’s web site.


� D. 01-03-073, p. 25.


� San Diego Regional Energy Office, who serves as the program administrator in SDG&E’s service territory


� D. 01-03-073, pp. 25-6: “We expect the utilities to work with those customers seeking incentives for fossil-fueled facilities to determine whether a proposed facility will enhance transmission or distribution reliability and document those benefits prior to approving an incentive payment.”





