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§2).66 Arrangements Between Qualifying Facilities and Flectric Utilities.

(a)

Definitions — The following words and ter.ns, when used in this section. shall have the following mean-
ings, unless the comtext clearly indicates otherwise

(1)

%

(6)

M
L]

"
(1
(an

(ad

(i

(&
(%

Avoidable generating unit — A power plant or set of power plants in a utility ‘s commission-approved
generation expansion plan that may be displaced or deferred due to firm capaciry provided 1o the
utiliry by qualifying facilities

Avoided costs — The incremental costs to an electric utility of electric energy or capacity of both,
which, but for the purchase from the qualifying facility or qualifying facilities, such utility would
generate isell or purchase from another source

Back-up power — Electric energy or capacity suppiied by an electric utility 10 replace energy or
capacity ordinarly generated by & qualifying faciity s own generstion equipment during an unschedul -
ed outage of the qualifying faciliry

Committed unit basts (CLB) methodology — A means of wentifying avoided capacity costs L nder
the CUB methodology . the expected revenue requirement stream associsted with an avosdable
genersting unit. or set of avoudable units, is defined The expected net present valoe of this case
flow stream represents an upper bound 1o the net present value of the payment stream that bl
be offered 1o a qualifying facility in exchange for capacity with charactenstics identical 1o the avoid-
ed unit(s)

Cust of decremental energy — The cost savings 10 & utility associated wir the wulity 's ability 10
back-down some of its units or 1o avord firing units, or 10 #void purchases of power from anciior
utility because of purchases of power from qualifying facilities.

Firm power — From a qualifying facility, power or power-producing capacity that is available 1o
the electnc utilify pursuant 1o 8 legally enforceable obligation for scheduled avaiability over a specified

term
Host utility — The uulity with which the oualifying facility s directly interconnected
M“—mwmdm.m.m.m,
m.mm.m.um-nnmmnumm
directly related to the installation of the physica’ facilities necessary (o permit interconnected opera
Bons with & qualifying facility, to the extent such costs are in excess of the corresponding costs
unmwummmu—w-wm.u
instead generated an equivalent amount of electric energy itself or purchased an equivalent amount
of electric energy or capacity from other sources Intzrconnecon costs do not include any costs
included in the calculation of avouded costs
w"-Mwamwiy-mmM»mo
rupuon by the electric wtility under specified conditions
w”-h&wumww-m&“w
outages of the qualifying facility
mmnomm-mwmamum
Nt guarantee woheduled availability . but instead provides for delivery as avaulabic
H“—A-ﬁd”-&momwumm
quMuu“hhMWchﬂdhw
facuiny s output Paraliel operstion results in three possible states of operston st any point in ime
(A} The qualifying facility s genersting an amount of capacity that is less than the customer s
load The customer 1s therefore a et consumer
(B) The qualifying facility 1s genersting an amount of ~apacity that s more than the customer s
load  The customer 1s therefore & net producer
(€1 The qualifying facuiry is genersting an amount of capecity that is equal 1o the customer s load
The customer i3 therefore nether & net producer nor & Bet consumer
W-NMdm”umuht—omqm»u
electric utilry
mm-mmm-mamm'swxau«m
mm—Amm«cﬂmmmnﬁuaw‘
mmwwnuummwc«-—m'smu
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(¢)

(16)

(an

18
L))
(20

2n

the Public Utility Regulatory Policies Act of 1978, §201. as enacted on the date of adoption of that
section, with regard 10 cogeneration and small power production

Quality of firmness of a qualifyiug facility's power — The degree 1o which the capacity offered
by the qualifying facility is an equivalent quality substitute for the utility's own generation or firm
purchased power At a minimum the following factors should be considered in determining quality
of firmness

(A)  relability of generation and interconnection.

(B)  forced outage rate,

(C)  avalability during peak periwads,

(D) the terms of any contract or other legally enforceable obligation, . luding. but nat limited

(E) maintenance scheduling,
(F) availability for system emergencies. including the ability to separate the qualifying facility ‘s

(G) the individual and aggregate value of energy and capacity from qualifying facilities on the

(H)  other dispatch charsctenstics,

(D reliability of primary and secondary fuel supplies used by the qua'ifying facility, and
() impact on utility system stability

Rate — Any price, rate. charge, or classification made, demanded. observed or received with respect
1o the sale. purchase, or transmission of electric energy of capacity, of any rule, regulation, or prac-
fice respecting any such raic, charge, or classificanon, and ary contract pertaining to the sale or
purchase of electric energy or capacity
mm-m-mmu-u.mm.mu.mu
municipal solid waste
u-muamwumuuwu-mmmm
faciity
MW-Mwumwn-mmy.wu
by & qualifying facility in addition 10 that which the facility generates itself
lmm-Aw&ucdn‘lmuhM.“-mw
cant disruption of service 10 customens of is immunently likely to endanger life or property

Scope

(tn

)

h

Applicability . The subsection of the commusaion s substantive rules apphies W the regulation of sales

Negotiated rates or terms. Nothing in §23 66 of Chageer 23 shall

(A) lumit the authority of any electric utility or any qualifying facility 10 agree t© & rate for any
purchase or terms of condibons relating © any purchase . which differ from the rate or terms
of conditions that would otherw ise he reguired by this section. of

.y affect the valudity of any contract entered o hetween & qualifying faciity and an elevtr
utility for any purchase either hefore or after the adopion of this sectior

Filing of retes. ALl rates for sales 10 qualifying facuities. contractual or others e . shall be contain:

od 1@ the schadule of rates of the eloctr utility flled with the commussion i sccordance with the

Public Utility Regulatory Act

Availability of electric utility system cost data.

th

M.mm*-m*mu*amwu

Purposes other than resale ¢ ceeded S0 mullion Kuow st hours dunng any calendar year heginnng

after Dhcember V1. 1975 and bhefore the immediately preceding calendar year By November 3.

1984 and by December 31 every vear thereafier. cach of these wtliies shall file with the commus

son and shall mantan for publx Inspecuon the following data

(A) hm«uﬁlauhmm\»‘uﬂyﬂm»hw
conmguaent for vanous kevels of purchases from qualify ing faciites Such levels of purchases
shall be stated i blocks of 1, 10 ard 10N megawans or not more than 108 of the sysiem
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(d)

@)

L))

peak demand for systems of less than |, 000 megawatts. The avoided cost shall be stated on
a cents-per-kilowatt-hour basis. during daily and seasonal peak and off -peak periads, by year.
for the current calendar year and each of the next 10 years.

(B)  the electric utility's plan for the addition of capacity by amount and type, for purchases of
firm energy and capacity. and for capacity retirements for eac year during the succeeding
10 years.

(C)  for the current year and each of the next 10 years, the estimated capacity costs at completion
of the planned capacity additions and planned capacity purchases. on the basis of dollars-per-
kilowatt. and the associated energy costs of each unit, expressed in cents per kilowatt-hour
These costs shall be expressed in terms of individual generating units and of individual planned
firm purchases Such information shall be submitted in accordance with tte Federal Energy
Reguletory Commission Regulations, |8 Cade of Federsl Regulations, §292 302 and shall
be sufficient for qualifying facilites to reasonably estimate the utility ‘s avosded cost  Accom
panving cach filing pursuant 10 this rule shall be a detailed explanation of how the data was

Small power production load research. Fach clectric utility shall evaluate the quality of firmness

of energy and capacity from small power systems which are interconnected with that utility This

evaluation should he directed tow ard determining the aggregate canacity value of imermitient ener gy
producers In comunction - ith this evaluation. the utility shal! provide the commussion with deta

Measuring the number and si.e of qualifying faciliies with & design capacity of 100 KW or less

with which it 1s interconnected ar-' the quantity of energy supplied by each faril.y each month (if

metered) The results of this evaluation, including the recuired data and any other relevant informa:
ton that s developed. or which may be required by the commission in conpunction with its evalua

tion under subsection (13) of this section, shall he filed with the commission by November 30

1985, and every year thereafter

Special rules for small electric utilities. Each electric utiliny (ather than amy electric utility ' which

paragraph (1) of ™is subsection apglies) shall, upon request:

(A) provide comparable data to that required under paragraph (1) of this subsection 1o enable quali-
fying facilities 1o estimate the electric utility » avosded costs, or

(B)  with regard to an electnic utility that s legally obligated 1o obtain all its requirements for elec
inc energy and capacity frum another electric utility . provide the data of its supplying utiliry
and the rates at which it currently purchases such eneryy and capacity

Electric utility obligations.
(1 Obligation to purchase from qualifying facilities.

(A} In accordance with subsections (¢). (). (g), and (h) of this section, each electric utility shall
purchase any emergy and capacity the made avallable from a qualifying tacility
] directly 1o the electnc wulity, or
() indirectly 1o the electnc wtility 0 accordance with paragraph (4) of this subsection

(B Each qualifying facility shall have the option ¢ providing firm or nonfirm power

s ummu*—uumm.mmmuw
capacity of 100 KW or more within 90 das s of heing natified by the qualifying facuiy that
such emergy and capmcity are of will be avadabie. provided that the electnic wtiliny has suffi-
et intervonnection facilies available 1f an agreement to purchase energy and capa ity s
X reached within 90 days after the wualifying facility provides such notification. the agree
ment. if and when achicved, shall bear ¢ retrosctive effective date for the purchase of ener gy
(ond capecity ) delivered to the electnc utility corres;x.adent with the S0Rh day following such
ke 1 the clevtrn Wbty determunes (sl equne inie i ovecton e tlites are ot o\ adable
he electnc wtility shall inform the qualifying faciity withn 30 duys after being rouified for
DSNBLON IMErORRETION. of Within 6 da)s FF ITRRSTUSAION IMEFCORALON g1\ g (he
qual fying ta ity 8 desoniponon of the additional taciites required as well as cost and schedule
estunaies for constraction of such facilities If an agreement 10 purchase energy and cape. ity
s ht reached upon completion of CORSINCBOR Of the Ierconnecton facilities or 0 days
after potification Py the qualify ing fac Uity that vch energy and capaciny are or will be oy aslatic
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1))

(E)

"

Gy

the agreement. if and when achieved . shall bear a retroactive effective date for the purchase

of energy and capecity delivered to the electric utility correspondent with the ame of intercon-

necuon or the 90th day. whichever is later Nothung in this subsection shall be construed in
such & manner so as to preciude a quaiifying facility from notifying and contracting for energy
and/or capacity with a utility prior to 90 days before del.very of such energy and or capacity.

Nothing in this rule shall be interpreted 1o require a utility to contract for capacity from quali-

fying facilities in excess of its canacity requirements. as determuned by the commission through

s electric forecast responsibilities mandated by the PURA, §16N)

Subject to subparagraph (D) of this paragraph. a uality shall be required to contract for firm

vhergy and capacity from qualifying faciites, if such is offered, at a price less than or equal

to the current avosd  cost of a capacity addition st any time prior 1o completion of construc -
ton of any gener .ng unit or other planned capacity addition The price may be adjusted for
differences in uality of firmness between the power offered by the qualifying facility and
the power 10 he supplied by the generating untt or planned capicity addition Capecity obtain-
ed from qualifying facumies through a legally enforceable obligation shall be included in its

BELETRtOn expansion planning by & utility. as well as capacity from other purchased power

shall not be required to contract for capacity from & qual:fying facility in excess of the capac:-

ty requirements for any delivery point(s) mot served by the integrated transmission and/or
distribution facuities of the wtility 10 which the qualifying facility is interconnected o 10 which
the qualifying faciity has independently arranged for wheeling or facility output.

A wtliry shall purchase capeciry trom qualifying facilities on the basis of avoided cost ad-

Justed for the quality of firmness of such capacity  If more capacity is offered by the qualify -

ing facilies w any one utility than s required by L commussion-approvud forecast and geners

hon expansion plan for that utility  the utility 1s required 1o purchase capacity and energy from
qualifying facilities according to the following order of prionties

) quilifying faciliies offering power produced from municipal solid waste. as defined
in Texas Civil Statutes, Articl. 4477.7, §2(6), or remewable fuel sources;

() all others,

() within cach category listed in clauses (1) and (1) of this subparagraph. nothing in these
rules shall prodibit an electric sulity from accepting through negotiation the most
mmmmm-.mwdw
price terms and conditions of purchase and qual.ty of firmness The utility may com-
suder i addinon divernification of comtracs with qualifying facilities which provide
firm capacity with regard 1o ownership, type of industry technology, and fuel rype
Nothing in this prioniny ~ystem should be construed so as 1o permst capaciny offered
from qualifying facilibes with & higher priority 1o displece or reduce the capacity cur
rently heing supplied. o 10 e provided. by qualifying facilites with lower prioroes
= PR Wl h contracts have been sreculed

Inoee provide for an orderly conssderstion of the potential for purchased power from

mwu-aw-mm-nm“mmhu

orderly consideranon of muitiple and compeung offers o supply future capec ity & utlity 1

allowed 10 wet up timely and reasonabie Ume perioads. of e indows,  for the soli iahon and

evalustion of capacity offers Each utility sihall masntan records of all offers recers ed from

Qualifying facilites for o penad of five years from receie thereof

Obligation 1o sl to qualifying facilithes. [n scordance with subsection () of Bus section cah
Mﬂyﬂﬂuqmmmumnmm-dm
requested by the gualifying fa Uity

Oheigation (o ntervonnect

(A}

»

Subject W subparagraph (B of this paragraph any electric wtiliry shall make such teronnes
Uons with any qualifying taclity within 3 service area & may he necessany 10 accomplish
Purchases or saies umdes s sevtion The obligabon 10 pay 7 ully IESICOMMECLON (Ut shall
be determuned @ & cordance with subsecton (k) of s secnon

bmm-n—u-mmqﬂ,qmmm»m
dmaumhmhmm-ﬂMMn
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4)

regulation as & public utility under the Federal Power Act, Pant 1, as enacted on the date of
adoption of this section
Transmission to other electric utilithes. [ & qualifying facility with & rated capacity greater than
one megawatt interconnected with the host utility at a voltage greater than 60 000 volts measured
phase 10 phase requests, an electric utiiity shall trars ©  ergy and/or capacity from the qual (ying
facility w any other eisctric utility designated by th, . ./ying facility, provided that such transmat-
tal is not i violation of federal law or other junsdictional suthority  No electric wtility s required
10 enter \nto any transmission arrangement if. solely by reason of such transmission «rrangement.
the electric utility would become subject 1o regulation as & public utility vader the "ederal Power
Act, Pant [ Any electric utility 10 which such energy and or capacity is transmutied shall purchase
such energy and/or capacity as if the qualifying facility were supplying energy and/or capacity directly
to such electric utility  Transmussion to other electric utilities shall be governed by the following
(A) Transmission « Tengements. The qualifying faciity s responsible for all necessary transmis -
¢ wngements with utilities whose IransmIssIOn sy stems are impacted by the transmission
Cothe  iying facility's energy and/or capacity Mowever, at the qualifying factlity 's re-
Quedt e o chasing utility shall make all such arrangements including but not limited to,
Moot contract lerms and conditions and determination of additional facilities, if any
Moyt acilitate wheeling of the energy and/or copacity  Fui'hermore, if the host utiliny
and the qualifying facility agree. then the host utility shall make all such arrargements The
Qualifying faciity shall be noufied of all negotiations and have the nght to paricipate fully
i all negouations and be a party o each wheeling agreement In addition ail information per-
taining to such arrangements shall be furnished to the qualifying facility or purchasing utility
upon request
(B) Payment of transmission charges. All utilites that can show that their Iransmussios, systems
are impacted by the transmussion of a qualifying facility s energy and or capacity (impacted
utilities) are entitled to payment for transmussion wheeling service as defined in paragraph
(%) of this subsection At the option of the qualifying faculity . all ransmission wheeling charges
by impacted utilities are payable by the qualify ing facility or the purchasing utility [f the pur
chasing utility pays the transmission charges the sum of such payments and the payments to
the qualifying facility for energy and/or capacity shall not exceed the purchasing wality s avosded
cost

(C) System additions. R.asonable costs of inerconnecting facilities provided by the host wtiliny
shall be borne by the qualifying facility as provided in subsection (k) 1) and (2) of this section
The cost of all cther additions o improvements 10 impacted utilies sysicms necessitated by
the provision of planned capecity rans/assion wheeling service for energy and of capecity
from the qualify ing facility as described in paragraph (4) of this subsection will he the respon
sibility of the impacted utility The impacted utility shall construct such sy stem additions o
improvements as e \peditiously as possible  For provision of as avaudable ransmission whee !
ing service under parsgraph (3) of this subsexuon the cost of sy stem additions of IMProvements
MMthmmhb‘hhﬂh‘m

(D1 lmtervuption of transmission wheeling service. Planned cape ity Uanamission » heeling st
vice may onaly bhe itorrupted n case of & system of ares emergency when the continuance
of such service would contribute 10 the emergency Al avadable ransmussion  heeling ser
vice shall e subeut 10 IMer Uphon in the samy? CIrcumstances o ahen continuation of s h
service woukd impasr the abulity of the wtility providing sech sen e 10 provide reliable ser
e o s firm customens [n the event interrupion of transmussion wheeling service s an
ucipated or expenenced . cach unlity providing sach 1ervice shall noufy all affecwed qualifying
focilities as sovn as prcuceble Such note shall Cxciude the ume of which the inerrupuion
hevomes effective the estimatend dufation of e MIETTUPUON . il the reasons for (e INEerTupts o

(B Tariffs snd agrecments.

() Each utiiny that harges for Uransmisson wheeling service subpxt 10 this section shall
witaun 30 days of the effective date of tas section. flle o wnfT that spexifies the facuities
rate per megawalt for planned capecity ransmusston wheeling service and the charge
per megawatt-mube for as evaslable ransmussion service as caloulated according o

§2366-5
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(i)

(1)

paragraph (5)(c) of this subsection. The tariff shall also include genera) "~ ms and con-
ditions for providing transmission wheeling service for capacity and/or energy from
@ qualifying facilit, to a purchasing utility in accordance with these rules. Notice of
the initial tariff filing shall be made by a one time publication in a newspaper of general
circulation published within each city or town with a population of 25,000 within the
utility's service area. The tariff and charges are subject to review and change in each
subsequent rate case of the ur'lity. Utilities that do not reasonably expect to be required
to provide transmission wheeling service under this section shall be exempt from the
initial filing requirement, but shall file an appropriate tariff within 30 days after a re-
quest to provide transmission wheeling service is received.

Nothing in this subsection shall prohibit an impacted utility and a qualifying facility
or its representative from agreeirg to a rate and terms and conditions for provision
of transmission wheeling service for capacity and/or energy from the qualifying facili-
ty to a purchasing utility that differ from those specified in this subsection. To the ex-
tent required by the Public Utility Regulatory Act, such agreements are subject (o review
and approval by the commission.

All utilities filing applications for approval of wheeling taniffs with the Federal Energy
Regulatory Commission (FERC) or any other federal agency having jurisdiction of
wheeling tariffs shall give notice to the commission of such filing by providing the
commission with a duplicate copy of any and all such documents filed with the FERC
or other federal agency within 20 days of such filing. Tariffs currently on file with
any agency shall be filed with the commission within 20 days of the effective date of
this rule.

(F)  General obligations.

(1)

(1)

(1)

(iv)

The host utility shall notify the qualifying facility upon request of all utilities potential-
tyenﬁdedwcwwnmmnummhmkimdnprwmlmmmm. At
the qualifying facility's request and expense the host utility shall conduct preliminary
impact studies for specified wheeling transactions. Any utility subject to this section
shall, upon request by the commission staff, provide the commission with annual im-
pact and loss studies for hypothetical wheeling transactions specified by the staff.
Aumfummmmmmcmmmummm
and shall provide information in sufficient detail to allow evaluation of the transaction.
An impacted utilivy shall respond in writing to such request within 60 days of receipt
of the request unless the power transfer is of such magnitude, duration, and/or cora-
plexity that additional time is needed to evaluate its impact. Under no circumstances
shall a response be made later than 120 days following the date of the request.
The impacted utility shall use its best effor's to include in its response cost and schedule
information reasonably necessary to enable the qualifying facility to evaluate the im-
pact of the transmission charges on its proposed sales, or in the case of deniz) of transmis-
sion ervice as allowed in paragraph (5) of this subsection, an explanation of the reasons
for denial. s«nmmmum.uumwuymwm.mpm-
nemlwnowdm.wmundndcouudncwmfmlamy
system additions and improvements. The normal Electric Reliability Council of Texas
mmrmkhdmmmuuwwﬂndbmmmmhcmqmm
under mutually agreeable arrangements.
Uponmofdnqudifymfnﬂny.ukwmﬂkyduupmvmwmm
on terms and conditions of existing contracts for transmission wheeling service to other

($) LW&MMW.TWM@.WM&MW

-wwmmuummm-umdumm. However,
funyﬁnhmm.whdin;mmmmwﬁummhdmmw
(i.e.. planned capacity or as available capacity). Planned capacity transmission wheeling service
Mlumuuwm&cmhmamm.dnmm.umnum-
MWthﬂ&hnﬂcMo&ummbuwuwm
wduwmwmunmmmuwmm.wmm
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wheeling service can only bo denied if an impacted utility successfully petitions the comniission
and shows that the cost and/or scheduling of needed system improvements are such that there would
be a significant detrimental effect on their other customers or that such service is prohibited by ac-
tions of ary governmental agency or regulatory authority having jurisdiction. As available capacity
transmission wheeling service may be denied under the same circumstances or if there is insuffi-
cient capacity available on the transmission system of the impacted utility or if the transaction will
create an undue ‘nterference on the utility 's obligation to serve its existing firm customers. Charges
for transmission wheeling service shall be determined as follows:

(A)

(B)

()

(D)

(E)

Cost of transmission service. The annual cost of providing transmission service on the system
of each impacted utility shall be determined from the utility's cost of service as approved by
the commission in the utility's most recent rate case. If such a study is not available the cost
shall be based on the annual expense founu in FERC expense accounts 560-564 and $66-573
(or accounts with similar contents) plus the depreciation, federal income taxes, other taxes
and commission allowed rate of return based on FERC plant accounts 350-359 (or accounts
with similar contents) less accumuiated depreciation and associated deferred taxes. In addi-
tion, the cost shall include portions of administrative and general expenses and return on por-
tions of general plant and othzr rate base items such as construction work in progress (CWIP),
materials and supplies and prepayments allocated to transmission service in a munner consis -
tent with the utility's cost of service study. It is recommended, though not required by the
conumission, that municipally owned utilities providing wheeling service use the cost of ser-
vice study most recently approved by their regulatory body or, in the absence of sach a study,
the expenses and plant accounts as outlined in this subparagraph.

Billing units. The billing units for planned capacity transmission wheeling service to be used
in this calculation shall be equal to the highest monthly system total peak demand \including
bothﬁmmdimmmbklocdmdlosm)expeﬂauddunngthemmwmnnd
for cos’ determination in subparagraph (A) of this paragraph, plus the sum of the contracted
capacity of planned capacity transmission wheeling service obligations in effect during that
same period for which the utility is receiving compensation as a designated contract path utili-
ty as described in subparagraph (D) of tnis paragraph. Billing units for as available transmis-
mwmammmmummm—muafammumsymwmmu
the cost of transmission service. The megawatt-mi'es for a system shall be the sum of the
products of 80% of the thermal rating of each line (78 C conductor, 25 air, 1.4 mile per hour
wind and emissivity of 0.5) times the length in miles of the line for transmission lines whose
nominal operating voltage is at least 60,000 vol's measured phase to phase.

Facilities rates. The annualized facilities rate for providing planned capacity transmission wiicel-
ing service is found by dividing the annual cost of providing transmission service as found
in subparagraph (A) of this paragraph by the planned capacity billing units as fourd in sub-
paragraph (B) of this paragraph. The annualized facility rate for as available transmission wheel-
ing service is found by dividing the annual cost of providing transmission service as *wund
in subparagraph (A) of this paragraph by the as available capacity billing units found in sub-
paragraph (B) of this paragraph. These rates shall be specified in the utility ‘s tariff as requirsd
in paragraph (4)(E)(1) of this subsection.
rm-mummmwm.mmummm
fmpl;mndcwitywhelmbycommpduﬁmmmbemefncuummcforphmd
capacity wheeling as calculated in subparagraph (C) of this paragraph multiplied by contract
Capacity of the power contract with the purchasing utility. Contract path utilities will include
the host utility and other utilities as selected by the qualifying facility whose transmission lines
olmﬂkiemcapockytohwk&etmmmrywukudmmctmdm-
nection with the purchasing utility's system. Planned capacity wheeling facilities charges for
mmmmmmummnw:zmmm
rwmw-mu—u—wm.mmmfuumm
mmmmumummmmmumumw
(C)dmmmuuwummmmmwwny"m-
sion system due to the transaction. The megawatt-mie change or the utility 's system shall

§23.66.-7



(e)

(n

(6)

hedaerm‘mdbymul&plyiumemmnxupowﬂﬂowmuchliubyﬂnleumofmlm
and summing the resultant products for each line on the system. Lines that have no change
or decreases in pywer flows shall be ignored in this calculation. Power flow cianges due to
the transaction shall be determined annually by the end of the first quarter of the calendar
year from peak load period power flow studies that employ the most recently revised data
umwmmmwummwamaw-
in2 Subcommittee and should include all other existing planned capacity wheeling transac-
tons. Impacts for simultaneous transactions siall be based on the megawant flow changes
resulting from the separate addition of each transaction to the peak load power flow base case.

(F mr«mw«mmmmw:wmgmw
a transaction shall be determined from the scheduled transfer used in conjunction with loss
matrices produced by the Electric Reliability Council of Texas Engincering subcommittee or
upon average system losses for increased losses at the option of the qualifying facility. In-
creases or decreases in losses shall be repaid in kind at the time of the transfer if practical
or if such repayment is not practical, accumulsted in peak and off-peak accounts for later
payback. If both the impacted utility and the purchasing utility agree payments and credits
for losses may be in cash.

(G) Tndmmwmmwwumhuwm;m-
tracts impacted utilities shall offer a term at least as long as the term of the qualifying facility's
Wmmvﬁmmm.MnavmmMiu
contrac.s the impacted utility shall not be required to offer a term longer than one year.

Wm.uhanmmmwwmmwm.mfymmuuy

within its service area.

Rates for purchases from a qualifying facility,

(N

@)

3)

4)

(5

Rates for purchases of energy and capacity {rom any qualifying facility shall be just and reasonable
mdmcomumnof&eelmtuﬁl&yandmﬁnpublxm.mmnotdiacﬂmimnuinﬂ
qQualifying cogeneration and small power production facilities.

Rates for purchases of energy and capacity from any qualifying facility shall not exceed avoided
cost, however.mtfncueinwhkhdumafapurdnumhnduponmdavoidedm
over the specific term of the contract or other legally enforceable obligation, the rates for such pur-
chases do not violate this subsection if the rates for such purchases differ from avoided cost at the
time of delivery.

Rates focpw.mnsuﬁmmereqnnmuofpangnph(l)ofd\uwbncuouimnyeqw:vmd-
ed cost.

Rates for purchases from qualifying facilities shall be in accordance with paragraph (1)-(3) of this
subsection, regardless of whether the electric utility making such purchases is simultaneously mak-
ing sales to the qualifying facility.

Payments by a utility to any qualifying facility, if an accordance with paragraphs (1)-(3) of this
m.mummmwmmmcw«umm.

wwmmmmmm-uwdmwuu

(h

)

MM&WIMw&emmuﬂmwkym“fwmmmm-

b'ingfncimiumthudm;nupmryoflmkikmorm.mrauformhm-umm

paragraph:

(A)  shall be consistent with subsections (¢ wd (g) of this section. (Rates for purchases from a
qualifying txﬂkyMrmfmpMmomemhomquym facility),

(B) Mcmﬂcrhwcamﬂyvduww&dbymmmmﬂnmwm
nmnmwdlmmmwm.lluwmmumbeWy
W.lmﬁymnﬂhm-hwmmubuuulw
capacity cost; and

() myammwumwmwvmmmmmam
supply characteristics of the different technologies.

Tmmmwnwummum.mpmdlmumwmm

MNMW.MWWJ%MW«W
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(R)

3)

4)

(5)

(6)

(7N

damage, access to equipment and additional administrative costs, if any, shall be included in a stan-
dard taniff

The standard tanff shall offer at least the following options:

(A)  paraliel operation with interconnection through a single meter that measures net consumption,

(i) net consumption for a given billing period shall be billed in accordance with the stan-
dard tanff applicable to the customer class to which the user of the qualifying facility's
output belongs;

() net production will not be metered or purchased by the utility and therefore there will
be no additional customer charge imposed on the qualifying facility;

(B) parallel operation with in.erconnection through two meters with one measuring net consump-
tion and the other measuring net production;

() net consumption for a given billing period shall be billed in accordance with the stan-
dard tariff applicable to the customer class to which the user of the qualifying facility 's
output belongs; ‘

(i) nei production for a given billing period shall be purchased at the standard rate provid-
ed for in paragraph (1)(A) and (B) of this subsection;

(C) interconnection through two meters with one measuring all consumption by the customer and
the other measuring all production by the qualifying facility;

() all consumption by the customer for a given billing period shall be billed in accordance
with the standard tanff applicable to the customer class to which the customer would
belong in the absence of the qualifying facility;

(i) all production by the qualifying facility for a given billing period shall be purchased
at the standard rate provided for in sections (1)XA) and (B) of this subsection.

In addition, each electric utility shall offer qualifying facil.ties using renewabl: resources with an
Wmmnawmm«mumdwqmumm
that runs forward and backward.
(A)  Any consumption for ¢ given billing period shall be billed in accordance with the standard
mnwwuwmmwcummuwdummm'-mw.
(B) Any production for a given billing period shall be purchased at the standard rate provided
for in paragraph (1)(A) of this subsection.
lmmbanmimmmnwnmmimmummmmwm;
fncﬂityunddnunlitymmecaumwwﬂhmchnw&ummuduummam-
ner consistent with subsection (k) of this section.
Therua.temumdcmdiu‘omcomﬂnedmthenndnrdmiffforwdifyingfacﬂiﬁumdndmm
capacity of 100 kilc.satts or less shall be subject to review and revision by the commission.
Reqummfmﬁnpmmsonofwmmmwlboofnywmy
available from insurance carriers in the region of the state where the customer is located and for
wcmmmmhmcmrwm;inmmdmoqwlfymfxuity.

Tmmumwhmdmmn-.mm.rmm
m.uummmduﬁmmm.wummmmuw
with the commission based on one of the following two approaches:

(n

2)

mr«mammmy.wmdmumwmmm.
hMmmmm‘sawnme.Ammymmmmm
until it has developed an appropriate avoided energy cost rate but may not do so after June 30, 1982
Wn.ﬁﬂh.“mm“hmﬂ&uﬂnmw:w
to the qualifying facility.
Mfamdmﬁmmmy.uhmdwwfyh.hcmq.hum
hMlmuhmdMimdeMWMnmmww
utility had the qualifying facility not been in operation.

(A) mmmmuwnumuuudww

() fuel costs;
(1) vanable operating and maintenance costs;
(i)  line losses,
(iv)  heat rates;
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(v) cost of purchases from other sources;

(vi)  other energy-related costs;

(vil)  capacity costs, if, as a class, qualifying facilities providing nonfirm energy offer some
predictable capacity. and

(vit))  for short term energy purchases, the time and quantity of energy furnished.

(B) If practical, the avoided cost should be determined by calculating by time period, using the
utility's economic dispatch model (or comparable methodology), the difference between the
cost of the total energy furnished by both the qualifying facility and the utility, computed as
though the energy furnished by the qualifying facility had been furnished by the utility, and
the actual cost of energy furnished by the utility.

(C)  The economic dispatch model should take into consideration the following factors:

(i) fuel costs;
(1) varnable operating and maintenance costs;
(iii)  line losses;
(iv)  heat rates;

(v)  purchased power opportunity;
(vi)  system stability; and
(vil)  operating characteristics.
(D) Time periods should be hourly if the utility has an automated economic dispatch mod=| available;
otherwise the shortest reasonable time period for which costs can be determined should be used.
(E) Administrative, billing, and metering costs shall be recovered through a monthly customer
charge to the qualifying facility.

(h) mmmummm.mm.

(1)

)

(k)]

mmmmmmmmmummmmuumo!w
undupu:tty.Whmmbovoﬂdhbﬂmmwahfruohmﬂkyfuﬂity.
any reasonable cost associated with such cancellation or deferral shall be subtracted from the cost
awaummmmuumaum.nmdwm
Mmamcmum&MmhmmunMM‘
MfaWomeMMnyqﬂiﬁWM&thWmWy
wnhthisrulcif%uﬂmﬁmmvdwdhmofmmmwemuuym
to the cogenerator and the associated costs of cancelled or deferred construction do not exceed the
wmvduddnmduuwiq'lnwmwwmummmm
«3)ofmuwbnmon.ummmmormm«mmwwwmmm;
fxilwmmmnmwmmmmmwmmwm.mm
allows, but does not require, alternative payment streams to qualifying facilities as long as the ex-
pxudmmwmvdud&cuﬁpymmhqﬂifyﬁ;hcﬂkydmmommw
expected avoided cost of the utility, For sitaations where the characteristics of the capacity offered
w-mhMmquhmmdhmw.mW
myuwwummmm.mmmm-
tures, vau.mhalnmhawmmmhwfbrmn.ap«m.ﬂn
cwmmmvwwmammwmuwwm
thqud:fym.fuunywﬂunmmnnmmumkywmhm
unit or set of avoidable units.

By December 3 1984, and by December 30, 1987, and every two years thereafter, each electric
utility shall file with the commission a standard avoided cost calculation and terms and conditions
famm«mwummmm.umdwumm
mwmnvwwwwwmwnuyhm.hgwdm.
4 utility may revise its avoided cost calculation and terms and conditions and file them with the
commission st any time before its next required filing otherwise is due. If the utility elects to file
an interim standard avoided cost calculation, then on the date that the standard avoided cost calcula-
tion would otherwise be due the utility must file a new standard avoided cost calculation or indicate
mmmmmM.Mu.m.ummuamm
mmwmm.mmmuwnm»umm.md
mmmn«mmu.mammmmum.mmm
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4)

the merits shall be limited to those issues which remain in dispute. Failute to participate in the set-
tlement conference by any party shall be grounds for dismissal as a party to the proceedings. The
purpose of the standard avoided cost calculation and terms and conditions for the purchase is to
provide prices, terms and conditions that may be applicable to purchase arrangements between a
utility and a qualifying facility. The standard avoided cost calculation shall be stated in terms of
dollars-per-kilowatt (or per KVA) per year (or per month) and cents per kilowatt-hour. Along with
these calculations, each utility shall file with the commission the program logic (except to commer-
cial programs subject to copyright protection) and associated data used to derive these calculations,
along with any narrative instruction necessary to understand the calculations. The actual computer
frograms, or reasonable substitute, and data shall be made available by the utility on the appropriate
computer media at not more than the actual reproduction cost. At least one standard avoided cost
calculation and terms and conditions for purchase shall contain the following:

(A) the net present value of the avoided capacity costs of the utility calculated according to the
capacity costs based on the estimated cost of a specific, avoidable generating unit or group
of avoidable generating units in the utility's expansion plan. The following critoria shall be
used in the calculation of avoided costs:

(i) cost of debt — a weighted average of returns on tax exempt bonds and bonds yielding
taxable interest according to the most recent Moody's Bond Survey applicable to the
utility's bond ratings;

(i) cost of preferred stock — most recent Moody's Bond Survey applicable to utility 's
preferred stock rating;

(i) cost of equity — that determined in the most recent Texas rate case of the utility;

(iv)  capital structure that determined in the most recent Texas rate case of the utility;

(v)  AFUDC rate — a rate derived from the most recent Texas rate case of the utility;

(vi)  percent CWIP — the simple average of the percent CWIP allowed in the utility's rate
base during its two most recent rate cases or S0%, whichever is less;

(vi)  tax depreciation rate — the accelerated depreciation rate for electric utilities as authonz-
ed by the Internal Revenue Service at the point in time a which capacity payments
commence;

(Viil)  property taxes and insurance costs — those cases calculated at ratios allowed in the
utility's most recent Texas rate cases;

(ix)  incremental federal income tax rate — the federal income tax rate for utilities allow-
ed by the Internal Revenue Service;

(x) muholm”ohmhym--ﬂmmulifeummedmdm;
to the utility's plan;

(xi)  estimated changes in plant output over life of project — that output as estimated
by the utility according to its plan;

(xi)  inflation factor — an appropriate regional forecast of power plant construction costs
as published by recognized forecasting services such as Data Resources, Inc. or Chase
Econometrics; and

(xiii)  discount rate — the overall cost of capital obtained by applying clauses (i)-(iv) and
(ix) of this subparagraph.

(B) the expected net present value of the energy costs associated with the type of fuel to be used
in the unit, or units, specified in (h)3XA) of this section;

(C)  terms and conditions for the purchase of electricity from qualifying facilities:

(D) &mdw.hexmdmmmmmmmw
a legally enforceable obligation, that the utility will require by year for the next 10 years and
the pescentage of that capacity to be provided by qualifying facilities;

(E)  a reasonable estimate of the cost of cancellation or deferral of the avoidable unit and the basis
for such estimate.

lhmlnydmuumehampommhwmuvo&wmummcm

plan, then that utility is exempted from the requirements of subparagraph (3)(A) and (B) of this
subsection. Instead of the filing dates provided in the first senteace of paragraph (3) of this subsec
ton, a utility shall file by January 31, 1985, and by January 31, 1988, and every two years thereafter,
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(1)

(5)

information based on one of two options. (Provided, however, that it may revise its filing at any
time before the next filing date is due and shall revise its filing in the event its construction plans
call for a generating plant):
(A) a standard avoided cost calculation and proposal for ,'irchase of firm capacity and energy
based upon the capacity and energy components of its avo.'able firm power purchases, or
(B) the name and address of the utility which supplies power to the nongenerating utility.
Instead of the dates provided in the first sentence of paragraph (3) cf this subsection, a cooperative-
owned generation and transmission utility or a river authority is allowed to file, by January 31,
1985, and by January 31, 1988, and every two years thereafter, an avoided cost calculation and
terms and conditions for purchase frum qualifying facilities that determinec avoided capacity costs
according to the commutted unit basis methodology, but which employs criteria which differ from
these listed in paragraph (3)(A)1)-(3)(AXxiii) of this subsection, as long as the criteria chosen replicate
assumptions applicable to their financial structures. A cooperative-owned generation and transmis-
sion utility or a river authority remains subject to all the other requirements of paragraph (3) of
this rubsection.

Periods during which purchases not required.
(1) Any electric utility which gives notice to each affected qualifying facility in time for the qualifying

)

3)

facility to cease delivery of energy or capacity to the electric utility will not be required to purcnase
electric energy or caps=ity during any period during which, due to operational circumsta.ices, pur-
chases from qualifying facilities will result in costs greater than those which the utility would incur
111t did not make such purchases, but instecd generated an equivalent amount of energy itself, pro-
vided, howeve: , that this subsection does not override contractual obligations of the electric utility
to purchase from a qualifying facility.

Any electric utility which fails to give notice to each affected qualifying facility in time for the quali-
fying facility to cease the delivery of energy or capacity to the electric utility will be required to
pay the same rate for such purchase of energy or capacity as would be required had the period of
greater costs not occurred.

A claim by an electric utility (hat such a period has occurred or will occur s subject to such verifica-
tion by the commission either before or after the occurrence.

Rates for sales to qualifying facilities.

(n

2)

General rules.

(A) Rates for sales shall be just and reasonable and in the public interest, and shall not discriminate
against any qualifying facility in comparison to rates for sales to other customers served by
the electric utility. Rates for standby or other supplementary service shall be based on the
amount of capacity contracted for between the wholesale supplier and the distribution utility,
Special equipment or system modifications shall be required for distribution utilities purchas-
ing from qualifying faciliuws only when the generating utility demonstrates a need therefor.
Unless usage characteristics classified as a partial requirements customer by its wholesale
supplier

(B mmm«wnthm@m«mmumm-wmmmw
shail not be considered to discriminate against any qualifying facility to the extent that such
rates apply to the utility 's other customers with similar load or other cost-related charactenistcs.

Additional services to be provided to qualifying facility.

(A) Ummd.wmmmmumm.mmmmmm:
() supplementary power,

(i) back-up power,
(ih) maintenance power; and
(iv)  interruptible power,

(B) mekymumummwwﬁcwm.uaww.
maintenance power, or interruptible power to a qualifying facility if, after notice in the area
served by the electric utlity and after opportunity for public comment, the electric utility
demonstrates and the commussion finds that provision of such power will
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(k)

(h

(3)

() impair the electric utility's ability to render adequate service o its customers; or
(i)  place an undue burden on the electric utility.

Rates for sales of hack-up power and maintenance power. The rate for sales of back-up power

Of maintenance power:

(A)  shall not be based upon an assumption (unless supported by factual data) that forced outages
or other reductions in electric output by all qualifying facilities on an ciectric utility's system
will occur simultaneously, or during the system peak, or both; and

(B) shall take into account the extent to which scheduled outages of the qualifying facilities can
be usefully coordinated with scheduled outages of the utility's facilities.

Interconnection costs,

n

(2)

Interconnection plan. Each utility shall establish, and make availabie for inspection, guidelines
for assuring safe and reliable operation of interconnected qualifying facilities. It may also require
the electrical characteristics and data and local interconnection design and protection requirements
for the qualifying facility's proposed generation facilities to facilitate the development of the utili-
ty's interconnection plan. Upon receipt of such information from the qualifying facility, the utility
shall provide the qualifying facility with a cost proposal identifying the interconnection costs and
a list of issues to be addressed in the interconnection negotiations at the time the utility provides
its interconnection plan in accordance with subsection (d)(1)(C) of this section.
Reimbursement of interconnection costs. Each qualifying facility shall be obligated to pay any
interconnection costs. The utility s methods for determining and billing interconnection costs shall
be consistent and shall be applied on a nondiscriminating basis to all qualifying facility applicants
for service.

System emergencies.

(n

2)

Qualifying facility obligation to provide power during system emergencies. A qualifying facilitv
shall be required to provide energy or capacity to an electric utility during a system emergency only
1o the extent:

(A) provided by agreement between such qualifying facility and elsctric utility; or

(B) ordered under the Federal Power Act, §202(c), as enacted on the date of adoption.
Discontinuance of purchases and sales during system emergencies. During any system emergen-
cy, an electric utility may discontinue:

(A)  purchases from a qualifying facility if such purchases would contribute to such emergency; and
(B)  sales to a qualifying facility, provided that such discontinuance is on a nondiscriminatory basis.

Enforcement. A proceeding to resolve a dispute between a utility and a qualifying facility arising under
this section may be instituted by the filing of a petition with the commission. If the petition complies with
the rules of practice and procedure of the commission, the director of hearings shall docke( it in accor-
dance with §21 21 of this title (relating to Docketing and Numbering of Causes). The institution, conduct,
u\ddatrmmnonofmepmceedin;shdlbemmllaccordmwithmcmluo!pnmamdptmdure
of the commission.
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