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COMMENTS OF CALPINE CORPORATION 
ON INTERIM OPINION 

Pursuant to Rules 77.2, 77.3, 77.4 of the California Public Utilities Commission’s (“Commission”) Rules of Practice and Procedure, Calpine Corporation (“Calpine”) submits its comments (“Comments”) on the proposed interim opinion of Administrative Law Judge DeUlloa issued on February 20, 2001, addressing the Commission’s obligations under California Water Code section 80110 (“Draft Interim Opinion”).  
Calpine understand the urgent need for the Commission to issue the Draft Interim Opinion and ensure that the California Department of Water Resources (“DWR”) receives payment for energy purchased and sold.  However, equally as important as ensuring that DWR has an adequate revenue stream is the need for the Commission to provide for payment of both overdue past amounts owed to QFs, and payments for future power sold by QFs.  The utilities’ current inability to timely and fully pay QFs is having current, and is likely to have long term, detrimental consequences to the continuing availability of much needed QF energy.  Simply put, absent payment and absent any assurance of future payments, many QFs are unable to obtain fuel to generate power and thus California is already being deprived of their generation during this critical period.  This situation will only worsen unless the utilities resume meeting their contractual commitments.  Calpine requests that the Commission amend the Draft Interim Opinion to clarify that the utilities apply any energy revenues they receive that are not allocated to DWR to payments to QFs and other energy suppliers.
I.	PROCEDURAL HISTORY
On February 1, 2001, the Commission issued an Interim Order, D. 01-01-061 (Feb. 1 Order”) in response to recently enacted California Water Code section 200(i).  S.B. X1 7, 2001 Cal. Stat. Ch. 3.  Section 200(i) establishes on a temporary basis DWR’s authority to purchase power and resell it to end use customers.  The Feb.1 Order adopts delivery and payment mechanisms for such emergency electric power purchased and sold.  It finds that DWR should sell electric power it purchases directly to end use customers and directs the utilities to deliver such power to end users, and to act as billing agents for DWR.  
The Feb. 1 Order also finds that the utilities should pay DWR an amount  based on “a percentage of the amount each retail end-use customer currently is charged for electric energy.” Mimeo at 4.  That amount is to be calculated on a daily basis as a percentage of DWR sales to total utility sales (i.e., if DWR power constitutes 25 % of a utility’s total sales delivered to customers, DWR is entitled to 25% of the residual energy component of the utility’s rates.)  Id.  The Feb. 1 Order finds that the utilities are to collect such amounts, hold them in trust, and make monthly payments to DWR.
In addition, the Feb. 1 Order finds that the utilities should price utility retained generation (“URG”) on a “cost basis”, as of the day they stopped selling into the California Power Exchange.  The utilities must calculate such cost based rates on ongoing expenditures, with capital related revenue based on the amounts in their respective Transition Cost Recovery Balancing Accounts (“TCBA”), subject to future adjustment.  
 On February 8, Southern California Edison Company (“SCE”) and Pacific Gas and Electric Company (“PG&E”) filed a joint petition to modify the Feb. 1 Order (“Petition”) arguing, inter alia, that the Commission should delete those provisions which allocate a percentage of energy revenues to DWR as compensation for energy sales made by DWR to customers.  The Petition asserts that allocating revenues to DWR “may prevent utilities from making timely payments under QF and bilateral contracts….”  Petition at 11.  Replies to the Petition are due March 12; meanwhile ALJ DeUlloa has issued a draft interim opinion (“Petition Interim Opinion”) which, if adopted, would stay the requirement that the utilities make advice letter filings to implement the Feb. 1 Order pending consideration of the Petition.  Petition Interim Opinion, Ordering Paragraph 8.
Subsequent to the Feb. 1 Order, AB X1 was enacted extending the DWR’s authority to purchase and sell electric power to California end-users.  A.B. X1 5, 2001 Cal. Stat. Ch. 4.  On February 16,  DWR requested that the Commission issue an emergency order implementing AB X1 to enable DWR to realize a portion of its revenue requirements from the sale of power.  
The Draft Interim Opinion would extend, on an interim basis, the methodology adopted in the Feb. 1 Order for the utilities to allocate revenues for power purchased by DWR and sold to retail end use customers.  It also would direct the utilities to develop a service agreement with DWR for the provision of billing and collection services.  It expressly does not “end the rate freeze, set an interim valuation for utility assets, [or] increase rates….” Draft Interim Opinion, Conclusions of Law 9.  Parties may comment on the interim methodology within 30 days after the Draft Interim Opinion is mailed.

II.	The COMMISSION should ensure that qfs remain operational By Directing that Utilities pay qfs out of current rates
QFs provide a valuable resource to California and play an important role in ensuring that California’s need for electric generation is met.  Low cost, efficient and renewable QF power can provide a major contribution to the severe supply shortage confronting California.  Additionally, to the extent that QFs are supplying lower cost power under contract to the utilities, DWR need not acquire power from possibly higher priced supply.  However, currently SCE and PG&E are each declining to pay QFs for their power deliveries.  The utilities’ failure to pay QFs is already rendering many QFs unable to purchase fuel and make payments to lenders, depriving these QFs the opportunity to produce power and depriving California of this desirable power.  This unnecessary loss of QF generation serves to increase the utilities’ net short position and will require DWR to purchase higher cost power elsewhere.  Therefore, it is in DWR’s interest, and in the interest of California ratepayers to ensure that QFs receive timely payment and remain operational.
Accordingly, in this proceeding the Commission should also expeditiously address how the utilities’ payments obligations to QFs ( both past and ongoing) can be met.  Calpine requests that as a first step the Commission amend the Draft Interim Opinion to direct that any energy revenues received by the utilities which are not allocated to DWR be first used to make payments to QF’s and other bilateral energy suppliers.

III.	conclusion
WHEREFOR, for the reasons stated above, Calpine respectfully requests that the Commission modify the Draft Proposed Decision to provide that utilities pay QFs and other bilateral obligations out of current rates.
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