DRAFT Transmission Case Study: Utah Public Service Commission
Sigurd to Nevada Border 345 kV Transmission Line

This proceeding began in January 1985 when the U.S. Bureau of Land Management “BLM” filed a written notice to the Utah Public Service Commission “Utah PSC.”  BLM stated that two entities, Utah Associated Municipal Power Systems “UAMPS,”
 and Utah Power and Light Company “UP&L,” sought approval to construct transmission lines across public lands into Washington County (Southern Utah), and requested Utah PSC analysis of the necessity for the lines.  The Utah PSC established an investigated docket, Case No. 85-999-08, after finding insufficient information upon which to either answer the BLM inquiry or for a potential regulatory response should either or both parties seek approval for construction of facilities.
In August 1985, UAMPS filed an application creating Case No. 85-2011-01, seeking a Certificate of Public Convenience and Necessity “CPCN” from the Commission authorizing construction of its proposed transmission facilities.  UAMPS proposed to build a 230 kV line from the Intermountain Power Plant “IPP” located in Utah to a new substation near the Washington County load center.  The Utah PSC consolidated the two cases, 85-999-08 and 85-2011-01, and UP&L responded to the UAMPS case with an affirmative case for its own project.  UP&L’s proposed transmission project was linked to the proposed sale by UP&L of 100 MW of Hunter Unit No. 3 to Nevada Power Company, a sale requiring interconnection with Nevada via a new 345 kV line.
  UP&L proposed to build the line to the Nevada /Utah border from its Sigurd substation.  Nevada Power Company would then continue construction of the line from the Utah-Nevada border to a substation in Nevada.  UP&L filed an application for Utah PSC approval of its sale to Nevada Power Company of 100 MW of Hunter on Dec. 24, 1985.  
UAMPS’ primary argument for construction of its proposed transmission facilities was to ensure transmission access from its resources to its existing and prospective load.  It argued it required transmission ownership in order to operate efficiently, i.e., to dispatch its resources economically, enhance opportunities for purchases or sales outside Utah and eliminate its dependence on Utah Power for wheeling (which it argued froze them out of the wholesale market). 
The Utah PSC issued its order in the consolidated cases in March 1987.  By then, two fundamental changes had occurred.  First, natural gas had been approved to enter the southwest Utah market which decreased estimates of electric load growth, one basis for the UAMPS line.  Second, the Nevada Public Service Commission had rejected the Hunter Unit 3 sale, the basis for the UP&L line.  The Utah PSC applied a rule “that minimizes costs while preserving future options” in delivering its decision.  The Commission noted continuing uncertainty regarding the primary bases justifying proposed facilities and approved the least cost option presented to resolve the immediate southwestern Utah reliability concerns but that also provided the greatest flexibility to consider further projects (either UP&L or UAMPS) as uncertainties diminished.  The Utah PSC expressly rejected UAMPS’ proposal (and hence its “independence” objective) because it was unjustifiably costly.  The Commission made this decision based on its determination that it statutorily must consider the welfare of all ratepayers in the state; that its regulatory perspective is “statewide.”
  UP&L was ordered to construct the least cost alternative to address the reliability problem in southern Utah.
September 1987, UP&L applied in Docket No. 87-035-26 for a CPCN to build its proposed Sigurd to Nevada Border  345 kV line, this time accompanied with a signed Power Sales Agreement with Nevada Power Company, rather than sale of a portion of the plant.  UP&L argued the following retail ratepayer benefits:  access to new markets for both firm and non-firm surplus power; increased reliability and stability of Utah Power’s transmission system; wheeling revenues in excess of incremental facility costs.   UP&L argued the new line would augment the existing radial line, providing redundancy and greater reliability to southwest Utah. UAMPS/DG&T intervened and requested ownership interest in the line.
The Commission granted UP&L the CPCN in December 1987 and reserved the ownership issue for further adjudication.  The Commission ordered that joint-use and ownership issues, as well as the Commission’s jurisdiction over the issues, would be taken up in Phase 2 of the proceeding should parties be unable to come to an agreement.  
Meanwhile, in July 1989, UAMPS requested Commission approval of the construction of a 138 kV transmission line from UP&L’s Central substation to St. George City.  The Utah PSC granted approval and UAMPS completed construction of that facility.
In the Phase 2 proceeding, UAMPS requested the Commission order UP&L to provide UAMPS with an ownership interest in designated segments of the UP&L backbone transmission system.  UP&L offered only contractual rights; an agreement providing such was signed May 7, 1992.
On October 28, 1993, the Utah PSC dismissed UAMPS’ request in Phase 2 of 87-035-26.  The Utah PSC states it lacks jurisdiction to order the involuntary sale or purchase of specific property, including transmission facilities.  The Utah PSC states that its authority under Sections 54-4-8 and 54-4-13, which have to do with the joint construction, operation or use of facilities by public utilities, does not apply in this case because UAMPS is not a public utility.  UAMPS took the issue to the Utah State Supreme Court; their petition was dismissed on Nov. 10, 1994.  The Sigurd to Nevada line became operational July, 1990.  
Evaluation Criteria and other issues
· The Utah PSC decided what was least cost based on lowest cost current construction to meet emergency requirements for the next few years, while leaving open as many future alternatives as possible:  “[M]inimize costs while preserving future options.”
· Perspective of least cost is “interests of all electric consumers in the state of Utah,” rather than one group (jurisdictional utility customers) versus another (non-jurisdictional).

· Ownership/independence objective of one entity does not trump least cost to ratepayers of the state.

· PSC lacks jurisdiction to order the sale or purchase of the specific property given the circumstances of this particular case, i.e., UAMPS is a non-public utility. 
�  UAMPS acts for itself, Deseret Generation and Transmission Cooperative, “DG&T,” and the City of St. George.


� Background:  Hunter Unit 4, a proposed UP&L coal-fired power plant located in eastern Utah, had by this time been canceled due to lower than expected demand growth.  Nevada Power had been interested in owning some of unit 4.  When construction of unit 4 was cancelled, UP&L and Nevada Power began negotiating a sale of a portion of Hunter Unit 3.  DG&T purchased a portion of Hunter Unit 2 in 1980.  UAMPS was then formed for the purpose of purchasing the DG&T portion of Hunter Unit 2. Further, DG&T’s eastern Utah 400 MW coal-fired plant, Bonanza, came on line in 1985 intended for load (oil shale and tar sands development) that failed to materialize.  Thus, excess generating capacity existed in eastern Utah.


�  Sections 54-1-3 (2) (b), 54-4-2, and 11-13-27, Utah Code Annotated.
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