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/- BUSBAR CONTRACTS FOR 

One r e l a t i v e l y  simple and convenient method f o r  a u t i l i t y  t o  obtain geothermal 
e l e c t r i c  power i s  t o  buy i t  as busbar power. 
t r a c t s  w i t h  a developer/supplier o f  geothermal power who has taken a l l  o f  the 
r i s k s  o f  developing and producing the power and then simply s e l l s  i t  as busbar 
power. 
operating i n  areas i n  which i t  may no t  be fam i l i a r  and o f  making cap i ta l  outlays 
i n  the areas o f  high r i s k .  The in te rac t i on  w i th  s ta te  and federal regulatory 
agencies r e l a t i v e  t o  the cost o f  the resource and i t s  u t i l i z a t i o n  may also be 
simpl i f ied.  Generally, the contract  i s  based on a take-or-pay basis, .contingent 
upon a reasonable geothermal energy source being found and developed. 

Several organizations are taking t h i s  generic approach t o  marketing a geothermal 
project .  One such company i s  Diablo Explorat ion o f  Oakland, Cal i forn ia .  It has 
approached many o f  the western u t i l i t i e s  and i s  a c t i v e l y  working w i t h  some. A 
commitment by PuDlic Service Company o f  New Mexico i s  the basis f o r  an appl icat ion 
under the federal geothermal loan guarantee program. 

I n  a t yp i ca l  cont ract  f o r  t h i  
f o r  the resource/power vendor. 

I n  t h i s  s i tuat ion,  the u t i l i t y  con- 

I n  t h i s  case, the u t i l i t y  can be re l ieved o f - t h e  respons ib i l i t i es  o f  

pe of p ro jec t  there are speci f ic  
These usual ly include: 

0 F ind  resource and d r i l l  wel ls  

0 Test resource 

0 Get lease o r  ownership o f  property 

uc t i on  f i e l d  and p 

0 Get  permits and regul 
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0 Provide interconnection and step-up transformers t o  accept power; 
operate and maintain t h i s  f a c i l i t y  

0 

0 Buy p lan t  e l e c t r i c  output 

Work c losely  w i th  the vendor on design, construction, and 
operation o f  the p lan t  

This type o f  contractual arrangement has many advantages and disadvantages both t o  
the vendor and t o  the u t i l i t i e s .  The fo l lowing i s  a l i s t  o f  some o f  the advan- 
tages t o  the u t i l i t y :  

0 

0 Minimum r i s k  i f  no resource i s  avai lab le 

0 Minimum cap i ta l  r i s k  

0 

0 

8 

In te r face  w i th  only one vendor o r  contractor 

No ob l iga t ion  on f i e l d  o r  p lan t  development o r  construction cos t  

Minimum p l a n t  s i t e  (i.e., 50 MW) 

S i  t e  compati b i  1 i ty ( i .e. , service t e r r i  t o ry  vs. 1 ong transmi ss i  on 
1 ines) 

Fixed p r i ce  p lus  f i x e d  o r  cont ro l led  escalators 0 

0 Regulatory r o l l - i n  o f  price; o f f  balance sheet handling o f  cost  

0 

0 

0 Predictable cos t  increases f o r  p l a n t  and f i e l d  operation and 
maintenance. An agreeable economic i nd i ca to r  can be used. 
Changes i n  ad valorem and income taxes are more d i f f i c u l t  t o  
predic t .  

Long-term contracts (i.e., 30 years, then year t o  year renewal) 

R igh t  o f  refusal  on lease o r  purchase o f  power p l a n t  a f t e r  f i v e  
years 

0 Right  o f  f i r s t  refusal  on addi t ional  capacity from expanded re- 
source base 

Some o f  
h 

0 

0 

the possible disadvantages t o  a u t i l i t y  are as fol lows: 

Higher t o t a l  e l e c t r i c  power costs, due t o  the lack o f  u t i l i t y  
f inancing and the higher re tu rn  necessary f o r  r i s k  cap i ta l  

Lack o f  cont ro l  o f  fue l  costs 

Lack o f  control  o f  operating and maintenance costs 

Requirement t o  use output on take-or-pay basis f o r  30-year 
contract. Load may s h i f t  o r  cost  may become noncompetitive. 

L imi ted lead time on acceptance o f  e l e c t r i c i t y  (i.e., 36 months t o  
b u i l d  substation and transmission 1 ines) 

, -  
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0 

L J  b u i l t  plant) 

0 

Limited use of specific technology (i.e., inabili ty to  b u i l d  
u t i  1 i ty ' s own pl ant us1 ng some techno1 ogy incorporated i n  vendor- 

No termination l i ab i l i t y  protection (though could be factored into 
contract) 

0 

0 

No guarantee of available e lectr ic  output from plant (a  penalty 
factor could be incorporated into the contract, however) 

No overall control of plant w i t h  total  system interaction (i.e., 
cycl i ng , vol tage control , power sales t o  other u t i  1 i ties, etc. 

Limited opportunity to  obtain complete control of resource or  
power plant 

0 

The power purchase contract does have some advantage t o  specific u t i  1 i ty 
companies. When they lack s taff  o r  expertise t o  be able t o  explore, develop, and 
b u i l d  geothermal plants, the contractor or vendor may supply t h i s  need 
efficiently.  I t  is possible tha t  utilities may be experiencing difficulty i n  
arranging large capital outlays. T h i s  approach can significantly reduce the i r  
capital requirements. In any case, i t  allows the u t i l i t y  company t o  get into the 
business of using geothermal energy when i t  may not be able t o  do so under the 
normal business constraints of fuel supply and power plant construction. 

i 
~ 
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