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REPLY COMMENTS OF THE ENERGY PRODUCERS AND USERS COALITION AND 
THE COGENERATION ASSOCIATION OF CALIFORNIA ON PROPOSED FINAL 

OPINION 
 
 The Energy Producers and Users Coalition1 (EPUC) and the Cogeneration 

Association of California2 (CAC) (collectively EPUC/CAC) submit these reply comments on 

the Proposed Final Opinion (PFO) under Article 14 of the Commission’s Rules of Practice 

and Procedure. 

I. INTRODUCTION AND OVERVIEW 

 The PFO recognizes the importance of CHP as a greenhouse gas (GHG) reduction 

measure.  Opening comments of Southern California Edison Company (SCE) and Pacific 

Gas and Electric Company (PG&E), among others, aim to undermine the PFO’s support for 

CHP.  In response, EPUC/CAC explain:  

1. CHP is a cost-effective and feasible tool to achieve AB 32 GHG reduction goals. 
2. Existing CHP contributes materially to GHG reduction.   

                                            
1  EPUC is an ad hoc group representing the electric end use and customer generation 
interests of the following companies: Aera Energy LLC, BP West Coast Products LLC, Chevron 
U.S.A. Inc., ConocoPhillips Company,  ExxonMobil Power and Gas Services Inc., Shell Oil Products 
US, THUMS Long Beach Company, Occidental Elk Hills, Inc., and Valero Refining  Company – 
California. 
2  CAC represents the combined heat and power and cogeneration operation interests of 
the following entities: Coalinga Cogeneration Company, Mid-Set Cogeneration Company, Kern River 
Cogeneration Company, Sycamore Cogeneration Company, Sargent Canyon Cogeneration 
Company, Salinas River Cogeneration Company, Midway Sunset Cogeneration Company and 
Watson Cogeneration Company. 
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3. Record evidence precludes an assumption that GHG compliance costs will be fully 
recovered in the MRTU market. 

4. CHP generation serving on-site electrical load is appropriately included within the 
scope of the PFO’s recommendations.   

5. The PFO recommendations to treat load served by CHP comparably with load served 
by other retail providers is sound.   

 
In addition, EPUC/CAC support the comments of other stakeholders who observe that 

further consideration of the design of a 33% renewables program is required.  An improperly 

designed requirement could undermine the state’s CHP goals.   

II. CHP IS A COST-EFFECTIVE, FEASIBLE TOOL TO REDUCE GHG.   

AB 32 requires the California Air Resources Board (ARB) to “adopt rules and 

regulations in an open public process to achieve the maximum technologically feasible and 

cost-effective greenhouse gas emission reductions . . . .”3  Some parties question the value 

of mandatory measures to promote EE, RPS and CHP due to cost and feasibility concerns.4  

While cost and technical feasibility may be issues with respect to energy efficiency and the 

33% renewables requirement, the same cannot be said about CHP.  First, E3 modeling 

demonstrates that from a ratepayer perspective, the cost of GHG reduction achieved by 

CHP is a negative $161/tonne CO2e.5   Second, the technology and infrastructure to 

promote California’s reliance on CHP already exist, overcoming any question of feasibility.  

The only action required to facilitate increased CHP is to remove regulatory disincentives 

and barriers – a step contemplated by the PFO.   

III. EXISTING CHP CONTRIBUTES MATERIALLY TO GHG REDUCTIONS. 

SCE’s comments acknowledge that efficient CHP can promote emission reductions 

and that use of a double benchmark standard is an appropriate way to ensure the efficiency 

                                            
3  AB 32. 
4  See SCE Comments on PFO, at 5-7; Morgan Stanley Comments, at 5-7; PG&E Comments, 
at 17-18; SEU Comments, at 2, 5-6. 
5  See E3’s May 13, 2008 Electricity and Natural Gas GHG Modeling—Revised Results and 
Sensitivities, at 16. 
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of CHP.6  EPUC/CAC fully agree with these observations. 

SCE goes astray, however, in challenging the efficiency of CHP currently serving its 

service territory.7  It notes that only 5% of its CHP fleet “operates at efficiencies high enough 

to actually reduce GHG emissions when compared to the use of today’s efficient combined 

cycle gas turbine (“CCGT”) and industrial boiler systems.”  As a preliminary matter, SCE 

provides absolutely no support for this conclusion.  SCE further fails to clarify whether this is 

5% of the facilities serving its territory, 5% of installed capacity or 5% of the CHP MWh 

delivered in its territory – materially different propositions.8  Finally, while the basis of SCE’s 

assertion is difficult to surmise, EPUC/CAC assume that SCE’s position in based on the 

same data distortions challenged in 2007, as evidenced in the letter attached as Exhibit A.  

SCE’s own monitoring records demonstrate that the average efficiency in the SCE service 

territory on a MWh basis is a robust 73.  SCE’s comment should be disregarded. 

IV. RECORD EVIDENCE PRECLUDES THE ASSUMPTION THAT GHG 
COMPLIANCE COSTS WILL BE FULLY RECOVERED IN MRTU PRICES.   

SCE states that it “disagrees with EPUC/CAC’s concern that the California 

Independent System Operator’s (“CAISO”) Market Redesign and Technology Upgrade 

(“MRTU”) will limit generators’ ability to recover their GHG compliance costs.” 9  

EPUC/CAC’s prior comments have gone to great lengths to highlight several features in 

MRTU, including price caps, that would limit a generator’s ability to recover costs as well as 

statements by other experts supporting this general conclusion.10  Once again, however, 

SCE fails to provide any rationale or support for this statement.  This issue is critical to the 

                                            
6  SCE Comments on PFO, at 10-11. 
7  SCE Comments on PFO, at 10. 
8  SCE Comments on PFO, at 10 
9  SCE Comments on PFO, at 14, n. 35. 
10  Comments of EPUC/CAC on Allowance Allocation, Combined Heat and Power, Modeling and 
Flexible Compliance (EPUC/CAC Comments), June 2, 2008, at 13-18. 
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viability of the CPUC’s Qualifying Facility program and mere assumptions regarding 

recovery of compliance costs are inadequate to ensure CHP targets are achieved. 11  

V. CHP ELECTRICAL OUTPUT IS PROPERLY INCLUDED IN PFO’S 
RECOMMENDATIONS. 

PG&E claims that the “PD errs in not assigning regulation of emission associated 

with on-site CHP generation to the industrial sector, instead of the electricity sector.”12  It is 

PG&E’s unsupported conclusion, rather than the PD, which errs.   

First, PG&E’s sole reasoning is that “such emissions are clearly related to the  

industrial processes….”  PG&E conveniently overlooks the fact that much of the power it 

sells is used in “industrial processes” and does not suggest that these emissions should be 

excluded.  Second, the Commissions are charged with developing recommendations for the 

entire electricity sector.  But for the investment in CHP, on-site electrical load would be 

served by utilities such as PG&E, which would be subject to electricity sector GHG 

regulations.  Third, PG&E’s proposal would distort project economics.  If the industrial sector 

GHG regulations were less favorable than the electricity sector regulations, CHP project 

economics, which compare favorably to the alternative, would be biased against CHP 

investment.   

VI. PFO PROPOSAL TO TREAT LOAD SERVED BY CHP COMPARABLY WITH 
LOAD SERVED BY OTHER RETAIL PROVIDERS IS SOUND.   

PG&E mistakenly claims that by allocating allowances to CHP as a retail provider, 

the PFO double allocates allowances to CHP.13  PG&E is wrong. 

The PFO’s proposal would treat all California load comparably, regardless of the type 

of retail provider serving that load. If PG&E’s assertions regarding double allocation were 

correct, it would mean that the PFO double allocates allowances and auction value to all 

retail providers, including PG&E.   In addition, PG&E’s proposal would result in 

                                            
11  See EPUC/CAC Comments, at 58-59.  See also EPUC/CAC Comments, at 7-23.   
12  PG&E Comments on PFO, at 19. 
13  PG&E Comments on PFO, at 19. 
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unsupportable discrimination against load served by CHP.  To the extent a utility receives 

allowance value on behalf of its load, there is no reason to discriminate against providing the 

same value to CHP on behalf of its load.  Indeed, this sort of discrimination would, once 

again, bias CHP project economics in favor of utility service.  

VII. THE DESIGN OF THE 33% RENEWABLES REQUIREMENT REQUIRES 
FURTHER EXAMINATION 

Several parties observe that the PFO’s recommendation to mandate procurement of 

33% renewables will require addition evaluation of costs and technological feasibility.14  As 

noted in EPUC/CAC’s opening comments, the design of this mandate will influence the 

State’s ability to achieve other policy objectives, including CHP expansion targets.15   The 

wrong mix of resources during minimum load hours, in particular, could limit policy 

fulfillment. 

SCE attempts to mislead the Commission, suggesting that the problem lies with 

CHP. 16   SCE conveniently overlooks the broad range of resources on line during minimum 

load periods that can contribute to an overgeneration problem.17  If, in fact, SCE and PG&E 

can substantiate their claims of overgeneration during minimum load periods, the 

Commissions must examine all resources in the minimum load stack. 

      Respectfully submitted,  

                                            
14  See SCE Comments on PFO, at 5-7; PG&E Comments on PFO, at 17-18; SEU Comments 
on PFO, at 2, 5-6. 
15  EPUC/CAC Comments on PFO, at 21. 
16  SCE Comments on PFO, at 12. 
17  See Integration of Renewable Resources, prepared by the CAISO, dated November 2007 
(minimum load mix includes thermal, interchange, hydro, nuclear and wind resources). 
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By Registered Mail and E-mail 
 

May 21, 2007 
 
John Fielder 
President 
Southern California Edison Company 
2244 Walnut Grove Avenue 
Rosemead, CA 91770 
Email FIELDEJR@sce.com 
 

Ann Cohn 
VP and Assistant General Counsel 
Southern California Edison Company 
2244 Walnut Grove Avenue 
Rosemead, CA 91770 
Email ann.cohn@sce.com 

Gary Schoonyan 
Southern California Edison Company 
1201 K Street 
Suite 1800 
Sacramento, CA 95814 
Email schoongl@sce.com 
 

 

 
Re:  ACTION NECESSARY -- SCE Misrepresentations before the CEC and CPUC 

on QF Efficiency 
 
Dear Mr. Fielder, Ms.Cohn & Mr. Schoonyan,  
 
On May 7, 2007, Mr. Schoonyan, representing Southern California Edison Company 
(SCE) presented an analysis of “actual” Qualifying Facility (QF) cogeneration efficiency 
for specific projects on the SCE system.  The analysis was presented to the general 
public, and to Commissioners and staff of both the California Energy Commission 
(CEC) and the California Public Utilities Commission (CPUC).  The express purpose of 
the presentation was to “demonstrate” that of 59 QF projects on SCE’s system, only 
three attain an 80% efficiency standard contrary to statements on CHP efficiency by 
some CHP advocacy groups. (See Workshop Transcript posted May 17, 2007 at 138; 
see also slides 3, 5, 6)  The implication of Mr. Schoonyan’s presentation is that most 
QFs achieve efficiency factors much lower than 80%.   
 
Mr. Schoonyan’s presentation on behalf of SCE materially distorts the source data or is 
in error in at least three ways: 
 

 SCE’s calculations are incorrectly based on the higher heating value (HHV) of fuel 
rather than the lower heating value (LHV) utilized in testimony on CHP efficiency 
cited to by Mr. Schoonyan (SCE Presentation at 5).  This error alone systematically 
understates each CHP efficiency calculation by 11%. 

120 Montgomery Street 
Suite 2200 
San Francisco CA  94104 
415.421.4143 phone 
415.989.1263 fax 
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 SCE did not appropriately weight the projects listed in its presentation by size and 
instead treated all projects, regardless of size, the same. 

 Lastly, according to a very restricted sampling of the data by CAC/EPUC, specific 
facility reporting errors in the HHV versus LHV data were used by SCE which SCE 
knew or should have known was inappropriate to include in a CHP efficiency 
presentation.     

 
The result of these inaccuracies is SCE’s misstated conclusion that only three of the 
SCE QF projects meet an 80% efficiency standard.  This information is simply wrong.  
Using the appropriate LHV standard for the calculation of efficiency, approximately 12 
QFs on SCE’s system meet the 80% efficiency standard.  Moreover, on a weighted 
average basis, the efficiency of all SCE CHP projects is an extraordinary 73%. 
 
The Cogeneration Association of California and the Energy Producers and Users 
Coalition (jointly, CAC/EPUC) obtained a copy of SCE’s presentation from the CEC 
website on May 8, 2007.  On May 11, 2007, as a courtesy, Donald Schoenbeck, 
consultant to CAC/EPUC, left Mr. Schoonyan a voicemail message alerting him to 
problems with the data in the presentation, asked for a discussion and a return 
telephone call.  As yet, there has been no response or reply.   
 
SCE’s presentation appears to violate explicit CPUC confidentiality orders applicable to 
SCE related to the proprietary and confidential operating data of the QFs.  (See D.91-
05-007, Ordering Paragraph 3 (“SDG&E, PG&E and Edison shall not permit any person 
who is not charged with monitoring power producer operating efficiencies to gain access 
to power producers’ operating data.  SDG&E, PG&E and Edison shall not permit any 
employee of any utility affiliate to gain access to power producers’ operating data.”))18   
It is apparent from Mr. Schoonyan’s presentation, including the underlying data in 
support of the presentation which is all accessible, that SCE inappropriately disclosed 
confidential QF operating data to the public.  Furthermore, it appears from a plain 
reading of the Commission’s order that even Mr. Schoonyan should not have access to 
the confidential data he has now disclosed. 
 
In light of these facts, and the material concerns over timely and accurate 
representation of data before California administrative agencies, the following actions 
are sought from SCE in advance of the Tuesday, May 22, 2007 Joint CPUC CEC EAP II 
meeting, or as soon thereafter as possible 
 

1. SCE shall provide in written response to this letter any justification for failing to 
comply with the confidentiality order applicable to SCE in CPUC Decision 91-05-
007; and

                                            
18  It is due to the confidential nature of this data that CAC/EPUC for years have relied upon publicly 
available data from either the CEC or the Energy Information Administration in their presentations. 
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2. SCE shall provide in written response to this letter a list of all meetings, including 

participants, dates, and locations, where the QF operating data and SCE’s 
referenced efficiency analysis or any derivation of such analysis was presented 
or discussed.  The list should include any and all meetings, formal or informal 
discussions or presentations or communication of any sort (including electronic) 
with any and all of the following, jointly or singly: CPUC Commissioners; CPUC 
staff; CEC Commissioners; CEC staff; California state legislators; state legislative 
staff; California Governor’s Office and/or administrative staff. 

 
We know of no justification or basis for SCE’s violation of the referenced confidentiality 
order.  Assuming there is none; SCE has at a minimum an obligation to retract its 
statements.   
 
Whether or not there is a violation of the confidentiality order, there are material mis-
statements and factually misleading aspects of SCE’s presentation that were known or 
should have been known by SCE.  These misleading statements do not fall within the 
reasonable bound of advocacy, but are either negligent or intentional SCE actions that 
must be remedied immediately.  SCE should be mindful of Rule 1.1 of the CPUC’s 
Rules of Practice and Procedure and the fact that CPUC Commissioner Dian Grueneich 
was present at its May 7, 2007 presentation.  SCE has an obligation to correct the 
misrepresentations it has made, even assuming it can justify the violation of the 
referenced confidentiality order.    
 
Accordingly, we seek the following actions by SCE in light of the pending consideration 
of QF policies by both the CEC and CPUC: 
 

1. Before the close of the Joint EAP II meeting on Tuesday, May 22, 2007, SCE 
shall withdraw and retract in writing the misleading statements and presentation 
on QF efficiencies, particularly those that rely on confidential data; and  

 
2. At the Joint EAP II meeting, SCE shall correct publicly the misleading statements 

on QF efficiencies by either providing the correct average efficiency percentages 
calculated with the proper heating value and properly weighted, or by relying on 
publicly available and accurate sources of data for its presentation. 

 
Respectfully, 

 
 
 
 

 
Evelyn Kahl 

 
 
 
 
 

    Michael Alcantar 
 
cc:  CPUC and CEC Commissioners 

 



 
 
 

CERTIFICATE OF SERVICE 
 
 
 
  I, Karen Terranova hereby certify that I have on this date caused the 

attached Reply Comments of the Energy Producers and Users Coalition and the 

Cogeneration Association of California on the Proposed Final Opinion in R.06-04-

009 to be served to all known parties by either United States mail or electronic mail, to 

each party named in the official attached service list obtained from the Commission’s 

website, attached hereto, and pursuant to the Commission's Rules of Practice and 

Procedure. 

  Dated October 7, 2008, at San Francisco, California. 

 

                                                                  
                                                       
           Karen Terranova 
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