
UNITED STATES OF AMERICA 96 FERC ¶ 61,156
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Curt Hébert, Jr., Chairman;
      William L. Massey, Linda Breathitt,
      Pat Wood, III and Nora Mead Brownell.

Arizona Public Service Company
El Paso Electric Company Docket No. ER01-2091-000
Public Service Company of New Mexico

Salt River Agricultural Improvement and Docket No. NJ01-7-000
   Power District 

ORDER ACCEPTING TARIFF AMENDMENTS

(Issued July 27, 2001)

This order accepts for filing amendments to the open access transmission tariffs of
three public utilities, Arizona Public Service Company (Arizona Public Service), El Paso
Electric Company, Public Service Company of New Mexico, (collectively, Jurisdictional
Switchyard Participants) and one non-jurisdictional entity, Salt River Project Agricultural
Improvement and Power District (SRP) (collectively, Applicants) to treat the Palo
Verde/Hassayampa Switchyards as a "common bus" which would permit it to be
designated as a single point of receipt or delivery, based on the unique circumstances
presented herein. 

Background
 
 Currently, the ownership, operation, and maintenance of the Palo Verde
Switchyard is provided under the Arizona Nuclear Power Project High Voltage
Switchyard Agreement.  Applicants, the Department of Water and Power of the City of
Los Angeles, Southern California Public Power Authority, and Southern California
Edison Company each have generation rights at Palo Verde and transmission rights to
deliver generation from Palo Verde to their loads or to other parties.  Approximately
3800 MW of generation from Palo Verde units 1, 2, & 3 are connected to the Palo Verde
Switchyard, and five high voltage transmission lines connect the Palo Verde Switchyard
with markets in California and the Desert Southwest under a common bus arrangement,
and, Applicants explain, the parties with generation at Palo Verde have traded generation
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1Promoting Wholesale Competition Through Open Access Non-discriminatory
Transmission Services by Public Utilities and Recovery of Stranded Costs by Public
Utilities and Transmitting Utilities, Order No. 888, 61 Fed. Reg. 21,540 (May 10, 1996),
FERC Stats. & Regs. ¶ 31,036 (1996), Order No. 888-A, 62 Fed. Reg. 12,274 (March
14, 1997), FERC Stats. & Regs. ¶ 31,048 (1997), order on reh'g, Order No. 888-B, 81
FERC ¶ 61,248 (1997), order on reh'g, Order No. 888-C, 82 FERC ¶ 61,046 (1998), aff'd
in relevant part, Transmission Access Policy Study Group, et al. v. FERC, 225 F.3d 667
(D.C. Cir. 2000), cert. granted, 69 U.S.L.W. 3574 (No. 00-568 (in part) and 00-809) and
cert. denied, id. (No. 00-800) (U.S. Feb. 26, 2001).

2FERC Stats. & Regs. ¶ 31,048 at 30,517 (emphasis added).

3The Hassayampa Switchyard is located approximately two miles south of the Palo
(continued...)

at this common bus before it gets to the regional transmission grid.  Applicants also
explain that this designation of the Palo Verde Switchyard as a common bus, or trading
hub, while not explicitly envisioned by the Commission in Order No. 888,1 is consistent
with Section 13.7(b) of the pro forma tariff, which states:

The Transmission Customer may purchase transmission
service to make sales of capacity and energy from multiple
generating units that are on the Transmission Provider's
Transmission System.  For such a purchase of transmission
service, the resources will be designated as multiple Points of
Receipt, unless the multiple generating units are at the same
generating plant in which case the units would be treated as a
single Point of Receipt.[2] 

In 1999, Applicants received numerous interconnection requests from parties
planning the construction of approximately 5000 MW of new generation
(Interconnectors).  However, studies conducted by the Applicants indicated that the
physical limitations of the existing configuration of the Palo Verde Switchyard site could
only accommodate three additional interconnection requests; these physical limitations
include, among other things, terrain around the site, the location of evaporation ponds,
the Palo Verde plant itself, and a future spent nuclear fuel pool.  Therefore, Applicants
and Interconnectors agreed that the most reasonable and economical way to
accommodate the pending interconnection requests was to build the Hassayampa
Switchyard, a satellite extension of the existing Palo Verde Switchyard.3  Applicants also
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3(...continued)
Verde Switchyard. 

4Applicants state that the construction of the facilities is significantly completed
and the facilities are projected to be ready for operation before the end of 2001.

5Two existing 500 kV transmission lines and a new 500 kV transmission line will
be used to connect the Palo Verde and Hassayampa Switchyards. 

state that the Interconnectors have been informed that there is currently inadequate outlet
transmission capability from the common bus to accommodate the total output of the
proposed generating projects for all parties negotiating interconnection to the
Hassayampa Switchyard.

On May 18, 2001, as amended on June 28, 2001, Applicants filed proposed tariff
revisions to: (1) reflect the construction of the Hassayampa Switchyard,4 which will be
connected to the existing Palo Verde Switchyard;5 and (2) recognize that the Palo Verde
and Hassayampa Switchyards will be considered a single point of receipt and a single
point of delivery.  Accordingly, the Applicants have expanded Section 13.7(b) to provide
that:  (1) multiple generating units connected to the Palo Verde/Hassayampa common
bus will be recognized as a single point of receipt; and (2) transactions scheduled to or
from the Palo Verde/Hassayampa common bus will similarly be treated as a single point
of receipt and delivery.  Applicants request an effective date of July 17, 2001.

In support, Applicants state that the intent of the filing is to expand the current
Palo Verde market hub to encompass both the existing Palo Verde Switchyard and the
newly constructed Hassayampa Switchyard.  This will enable multiple, competing
generating units to sell power into the market without having to pay additional
transmission charges for service between these Switchyards.  Specifically, consistent
with the definition of a single point of receipt or delivery at the common bus, all
participants using these two Switchyards will have the ability to substitute different
generation resources at the common bus with no additional transmission charge. 
Applicants point out that considering both Switchyards a single point of receipt would
ensure comparability between existing and new generators regarding transmission
charges.  Applicants state that, because of the unique nature of this filing, the proposed
tariff revisions are contingent upon Commission acceptance without modification,
condition, or hearing.
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6Removing Obstacles to Increased Electric Generation and Natural Gas Supply in
the Western United States, et al., 95 FERC ¶ 61,225 at 61,767, order on reh'g, 96 FERC
¶ ____ (2001) (Western Markets Order).

766 Fed. Reg. 35,605 (2001).

8Applicants' Transmittal Letter at 6 n.13.

Separately, on May 16, 2001, the Commission issued an order adopting a
temporary policy change, under which all costs of new generator interconnections in the
West that are in service prior to November 1, 2002, would be "rolled-in" to the system
rates of public utilities.6

Notice of the amended filing was published in the Federal Register,7 with
comments, protests, or motions to intervene due on or before July 10, 2001. 

San Diego Gas & Electric Company (SDG&E), Navaho Tribal Utility Authority
(Navaho Authority), and Pinnacle West Energy Corporation (Pinnacle West) filed timely
motions to intervene, raising no substantive issues.

Duke Energy Maricopa, LLC and Duke Energy North America, LLC
(collectively, Duke Companies), Mesquite Power, LLC (Mesquite), and Harquahala
Generating Company, LLC (Harquahala) (collectively, Concerned Interconnectors) filed
motions to intervene and comments.  Concerned Interconnectors are all Interconnectors
with the Hassayampa Switchyard, support the proposal to treat the Hassayampa and Palo
Verde Switchyards as a common bus, and urge the Commission to accept the amended
tariffs as being consistent with or superior to the Commission's pro forma tariff. 
However, Concerned Interconnectors also take exception to Applicants' statement that
"there is no basis for transmission credits to Interconnectors, on the Common Bus or
elsewhere, for their funding of portion of the Common Bus facilities."8  Concerned
Interconnectors argue that the instant filing is not the appropriate venue for resolving any
question of transmission credits, and that, therefore, the Commission should defer any
action on this issue.   

On June 8, 2001, Applicants filed a clarification of the proposed common bus
arrangement for the Hassayampa Switchyard.  Applicants state that their request is
predicated on the payment by Interconnectors of the costs associated with that
Switchyard, including the cost of the facilities connecting the Hassayampa Switchyard to
the Palo Verde Switchyard.  Applicants, who also sought rehearing of the Western
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918 C.F.R. § 385.214 (2000).

Markets Order,  state that the Western Markets Order did not specify whether its
requirement that new generator interconnections costs be rolled in is intended to apply to
an existing arrangement, such as in the instant filing, which contemplates a different
treatment of interconnection costs.  Applicants state that if the Western Markets Order is
construed to require the Jurisdictional Switchyard Participants to roll in the costs of the
interconnection facilities at the Hassayampa Switchyard into their system-wide
transmission rates, the proposal for common bus treatment of the two Switchyards is null
and void.  Applicants argue that it would not be reasonable to require the Jurisdictional
Switchyard Participants to impose the cost of interconnection facilities on their
transmission customers because the Interconnectors are the beneficiaries of these
facilities, and, as such, should bear the cost responsibility for these facilities.   

On June 28, 2001, Applicants and Pinnacle West, Harquahala, Duke Companies,
and Mesquite filed a joint stipulation concerning the common bus arrangement.  The
joint stipulation, which resolves the parties' differences, provides that:  (1)
Interconnectors will bear the costs of the common bus facilities as directly assigned
interconnection facility costs, for which they will not seek transmission credits, and
which will not be rolled in to the transmission rates of any of the Applicants, during the
term of the common bus arrangement; (2) Applicants will not charge for transmission
service for deliveries within the common bus; (3) Applicants and Interconnectors will
treat other interconnectors comparably with respect to the common bus, including
recalculating the pro rata share of costs, as permitted by the Commission; (4)
Interconnectors' payments for other mitigation measures separate and apart from the
common bus facilities will be subject to transmission credits, if the Commission deems
appropriate; and (5) if the Commission does not accept the May 18 filing without
modification (unless agreed to unanimously), the filing should be deemed null and void. 

Discussion

Procedural Matters

Pursuant to Rule 214 of the Commission's Rules of Practice and Procedure,9 the 
timely, unopposed motions to intervene of the SDG&E, Navajo Authority, Pinnacle
West, Duke Companies, Mesquite, and Harquahala serve to make them parties to this
proceeding.
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10See FERC Stats. & Regs. ¶ 31,036 at 31,770.

11See ExxonMobil Chemical Company and ExxonMobil Refining and Supply
Company v. Entergy Gulf States, Inc., 91 FERC ¶ 61,106 at 61,382 (2000)
(ExxonMobil); Commonwealth Edison Company and Commonwealth Edison Company
of Indiana, Inc., 78 FERC ¶ 61,090 at 61,328 (1997), order denying reh'g, 83 FERC ¶
61,274 (1998). 

12In ExxonMobil, in contrast, the Commission disallowed the discounting of
transmission service over multiple transmission paths through multiple substations
located on the transmission grid.

Proposed Tariff Amendments

Under Order No. 888, we accept proposed revisions that are "consistent with, or
superior to" the non-rate terms and conditions of the pro forma tariff.10  As noted above,
designating the current Palo Verde Switchyard as a single point of receipt goes beyond
what the Commission envisioned in Order No. 888, yet is, nonetheless, consistent with or
superior to the pro forma tariff.  Our prohibition against designating multiple generating
units as a single point of receipt pursuant to Section 13.7(b) of the pro forma tariff was
intended principally to prevent firm transmission users from making reservations on
multiple contract paths while making payments for the use of a single contract path.11 
That is not the case here.

Specifically, Applicants have proposed a reconfiguration of two existing 500 kV
transmission lines to allow the lines to enter the new, satellite Hassayampa Switchyard
and have proposed the addition of a third 500 kV transmission line between the two
Switchyards, to form a common bus facility.  We find that this simply allows for both
new and existing generators to have any delivery, sale, purchase, receipt, and/or
exchange of power and energy at any point within this common bus to be treated as a
single point of receipt or delivery.  It does not affect transmission service outside the
common bus facility.12

Additionally, allowing for the expansion of the common bus designation to the
new, satellite Hassayampa Switchyard will permit the marketing of significant amounts
of new generating capacity (5000 MW) by numerous market participants, without the
imposition of any additional transmission charges for the use of the common bus facility. 
Because numerous market participants' generation will be interconnected to the common
bus facility, this single point of interconnection (which is, in turn, interconnected to the



Docket Nos. ER01-2091-000 -7-
   and NJ01-7-000

13See 96 FERC at _________ & n.46.

500 kV transmission system) should become a major regional trading hub.  Moreover,
this expansion of the common bus designation will help alleviate short-run shortages and
promote competition in Western markets, which is consistent with our intent in the
Western Markets Order to remove obstacles to increased electric generation in the
Western United States. 

Finally, as Applicants acknowledge, the Commission's comparability requirement
mandates that similarly situated Interconnectors be treated on a comparable basis to that
of existing generators using the current Palo Verde Switchyard.  Here, Applicants state
that any transmission user holding transmission rights, or acquiring transmission service
that enables it to deliver or receive energy at the common bus facility, will be able to
transact exchanges at the common bus facility at no additional cost.  Thus, firm point-to-
point transmission service customers using the Palo Verde and Hassayampa Switchyards
are treated comparably to existing generators.  Therefore, we find that the Applicants'
proposal satisfies our comparability requirements. 

Transmission Revenue Credits

In light of the June 28, 2001 joint stipulation, there is no longer any dispute
regarding possible transmission credits related to the common bus facilities.  Moreover,
as no charges will be assessed under the open access transmission tariffs for the use of
these facilities, we find it reasonable that there be no revenue credits associated with their
use.

Clarification of Western Markets Order

Concurrently with this order, the Commission is issuing an order on rehearing of
the Western Markets Order.  Because that order grants the clarification requested here
(and there) by Applicants,13 we will dismiss the clarification requested here as moot.  

Conclusion

Accordingly, we find that Applicants' proposal is consistent with or superior to the
Commission's pro forma tariff in the unique circumstances present here, and we will
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14Additionally, as the cost allocation proposed in the joint stipulation is consistent
with the Commission's findings in the July 27 Order, we find that proposed cost
allocation to be reasonable. 

accept the proposed tariff revisions. 14  We will also grant waiver of our prior notice
requirement to permit a July 17, 2001 effective date, as requested. 

The Commission orders:

(A) Applicants' proposed tariff amendments to their OATTs are hereby accepted
for filing, to become effective July 17, 2001, as requested, as discussed in the body of
this order.

(B) Applicants' request for clarification is hereby dismissed as moot, as discussed
in the body of this order.

(C) Applicants' rate schedule designations are provided on the Attachment.

By the Commission.

( S E A L )

David P. Boergers,
      Secretary.



Attachment

Arizona Public Service Company, et al.
Rate Schedule Designations

Effective: July 17, 2001
Designation Description

(1) Arizona Public Service Company                                

10th Revised Sheet Nos. 2, 15, and 30                       Palo Verde/Hassayampa
and Original Sheet Nos. 2A, 15A and                        Common Bus provisions
30A under FERC Electric Tariff, Original
Volume No. 2 
(Supersedes 9th Revised Sheet Nos. 2, 15, 
and 30)

(2) El Paso Electric Company                                            

1st Revised Sheet Nos. 1, 20, and 51 and                   Palo Verde/Hassayampa 
Original Sheet No. 51A under FERC Electric            Common Bus provisions
Tariff, Second Revised  Volume No. 1
(Supersedes Original Sheet Nos. 1, 20, and
51)

(3) Public Service Company of New Mexico

1st Revised Sheet Nos. 1, 15, and 30 and        Palo Verde/Hassayampa
Original Sheet Nos. 1A, 15A, and 30A                   Common Bus Provisions
under FERC Electric Tariff, Second Revised
Volume No. 4
(Supersedes Original Sheet Nos. 1, 15, and 30)

(4) Salt River Project Agricultural Improvement and Power District

2nd Revised Sheet Nos. 3,17, and 37, and        Palo Verde/Hassayampa
Original Sheet Nos, 3A, 17A and 37A                       Common Bus Provisions
under FERC Electric Tariff, Original Volume
No. 1
(Supersedes 1st Revised Sheet Nos. 3, 17, and 37)


