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BEFORE TEE PUBL!C UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

Second Application of PACIPIC GAS 
A1~ ELECTRIC COMPANY for Approval 
of Certain Staneare Offers Pursu~~t 
to Decision No. 82-01-103 in Oreer 
Instituting Rulemaking No.2. 

And Relatee Matters. 
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Application 82-04-44 
(Piled A:pril 21,. 1982: 
ameneed April 28,~ 1982, 

July 19, 1 982, July 11. " 1983, 
and August 2,. 1983) 

Application 82-04-46 
(Filed April 2'1" 1982; 
amended May12~ 1ge2~ 

July 11,. 198;, and 
August ~O,. 1983) 

Application 82-04-47 
(Filed April 21" 1 982; 
amended July 11,. 1ge3 

a..."ld Augu.st 2,. 198;) 

OPINION !-!ODIPYING DECISION 82-09-054 

By Ordering Paragraph 1 of DeCision (D.) 83-09-054, this 
CommiSSion ordered that ~Sta~dard O~~er No. ~,. Payment Options Nos. 1 
throug.."l ;>, as proposee by Pacific Gas and Electric Cot:lpany (PG&E),. 
San Diego Gas & Electric Company (SDG&E), a.~d Southern California 
Edison Company (Edison) sh2ll be used by those utilities until 
further oreer of this CommiSSion, but, in any event, for a minimum of . 
six months and for a maximum o~ two years a~~er the effective date of 
this order.~ With respect to Payment Options Nos. 2 and ;>. the 
utilities were to exercise these options for a maximum period of one 
year after the effective eate of the order. Because D.S3-09-05~ 
became effective on September 7, 1983, these payment options are due 
to expire on September 7,. 1984. 

Standare Offer No.4 was the result of a negotiating 
conference held during the sum=er of 198;. The goal of the 
negotiating conference was to develop an interim Standard Offer No. 4 
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which the p~l.:"ties "could coofortably tolerate and work unde:" while. 
refinement and 'perfection' could be purs~ed in subsequent 
evidentiary hearings." (D.83-09-054~ at ~. 8.) 
. By Administrative Law Judge's (ALJ) Rulings issued during 

1984, the procedure to be followed in these "subsequent evidentia:"y . . 

hearings" was established. The proceeding has been divided into two 
ph~.ses - Phase ! which will focus on the. 3.pproprio.te costing 
methodology for Standa.rd Offer ~ro. 4 and Phase II which will examine 
the prices based on the adopted methodology, app:"opriate price . . 

approaches, a:l.d a.l~ other terms of Sta."'lda.rd Offer NO.4. Hearings 
for Phase I began on July 2;, 1984. ~ 

On May 7, 1984, the Cocmission staff filed a 
~Recommendation of the Commission Staff to Establish Procedures for 
Phase I of the Long-Run Offer Hearings." Among other things, the 
staff observed that ~cause Phase I was 1i~ited to an examination.of 
costing methodologies, it would be appropriate to defer issues 
related to pa7Illent options until Phase II as directed by the ALJ • 

Under these cirCUl:lstances, it .. is the sta.ff' $ opinion that energy . 
Payment Options Nos. 1, 2, and; and the energy price forecasts . 
ado~ted in D.S3-09-054 be extended until the conclusion of Phase II. 
The stat! asserts that this app:"oach will preserve the status quo, 
enabling qualifying fa.cilities (QPs) to have the benefit of energy 
price certainty and eliminating any need to analyze and adopt 
incremental energy rates prior to Phase II. 

During the prehearing conference of May 9, .1984 ,the statf 
reitera~d these recommendations. While there were no objections to 
the recommeneati~ns~ at least one party requested that the 
i~cre~enta1 energy rate to be paid the Q? by PG&E under Option No. 3 
be based on the incremental energy r~te approved in PG&E's most 
reeent general rate case • 
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On June 1,p 1984 p Independent Bnergy Producers (IEP) tiled 
a :::lotion tor a revised procedural schedule tor the Standard Ofter 
No.4 proceeding. Specificallyp IE? requests that (1) interim 
Standard O!!er No. 4 p Payment Options 1p 2, and 3 be continued 
throu~~ the end of' 1986 or until the issuance of a final decision in 
this proceeding; (2) hearings on the "costing :::lethodology" be . 
co~enced as scheduled by the ALJ; (3) hearings on a revised 
incre:::lental energy rate be com=enced no later than October 1984; and 
(4) hearings "on the broader assucptions and ter:::lS of a final 
Sta.~dard Offer No. 4~ be commenced a!ter the Co~ission issues its 
decisions on costing methodology and an interim incremental energy 
rate pricing option. According to IEP p the incremental energy rate 
used for purposes of interi:::l Standard O!!er No. 4 is not a viable 
option for gas-cogenerated QFs. 

IEP's motion is supported by the Independent Power 
Corporation (I?C). !PC further asks that PG&E'sp SDG&E's and SeE's 
interim Standard Offer No. 4 incremental energy rates be modified to 
reflect infor:oation developed in their most recent gene:-al rate- _ cases. 

We have reviewed these comments and concur with the staffp 
IEPp and IPC regarding the extenSion of negotiated Standard Offer 
No.4. At the ti:::le we issued D.83-09-0,4 we contemplated that the 
issues related to the paycent options would have been explored in 
evidentia~ hearings prior to the expiration date set for Pay:ent 
Options Nos. 2 ~~d 3. In fact, we opti:istically forecast the 
conclusior. of these hearings as early as six months fro: the issuance 
of D.83-09-054. Unfortunately, only heari~gs on Phase I of this 
proceeding will be concluded prior to September of this year~ with 
Phase Ir commencing after that time • 
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Under these circumstances, and given the general acceptance 
of interi= Standard Offe~ No.4, we will extend the effective date o~ 
t~e terms of that offer, including Payment Options Nos. 1, 2, and 3, 
and the energy price forecasts ad.opted in D .. 83-09-054. This 
extension, which applies to all terms of the offer; will be effective . 
~~til further order of this CommiSSion. 

We will not, however, acend Payment Option No. 3 in eny 

way.. That p~v:ent option was part of the 'negotiated package which 
the Co~ission approved in D.83-09-OS4. A change i~ one· term would 
reouire ~he reexamination of all other terms of the st~~dard offer. . . 
We prefer to maintain the status quo and adopt modifications to 
St~~dard Offer No.. 4 following the evidentiar.y hearings now scheduled 
in this proceeding.. We also note that a QF who finds the terms of 
interim Standard Offer No. 4 unacceptable may in fact negotiate a 
se:parate contract. Despite some QFs dissa.ti·sfaction with that. 
remedy, we ha.ve made clear in previous decisions that all utilities 
are to negotiate with QPs in good £aith • 

With respect to the· requests for October hearings on the . 
utilities' incremental energy r~tes, we are unable to commit our . 
limited resources to such hearing dates at this ti:e. At the most, 
we can reiterate that hearings on Phase I began on July 23, 1984. 
Upon co~pletion of that phase, the Cocmission will make a 
deter~ination either in its decision in Phase Ior by ALJ Ruling 
whether to segregate the issue o~ incremental energy rate valuation 
and hear the ::la.tter prior to Phase II hearings. 
Findings o~ Pact 

,. A reasonable modification o~ D.83-09-054 has b~en requested 
by the CO:J.mission staf~, IE?, and IPC to extend the ef!ect1ve date o~ 
interim Standard O~er No.4 • 

- 4 -



• 

• 

... '" ... 
A.82-04-44 e~ al. ALJ/bg/vdl/~d 

2. The other re~ues~ed ~odificatio~s of ~he Standard Offer 
No. 4 procedu~al schedule cannot be adopted at this time. 
Conclusions o~ Law 

1. The ter~s of in~eri: S~andard Offer No.4 approved in 
D.83-09-054 should be extendee until further order of this Co=mission. 

2. The motion of IE? should be denied? except to the extent 
granted in keeping with Conclusion of Law 1. 

3· To ensure the extension of Standard Otter No. 4 befo~e it 
would other."..ise eX1Jire~~ this order should be made effective today. 

ORDZ:R ..... - - --
IT IS ORDERED that: 

. 1. All terms and conditions of interi: Standard Offer NO.4 
adopted in D.83-09~054 shall be extended until further order of this 
CO:ll':lission. 

2. The motion of Independent Energy Producers? except to the 
granted by Ordering Paragrapb 1, is denied • 

This order is effective today. 
Dated AUG 1 ~84 • at San Francisco. California. 

---------------------

C0m::1.1a:S10:o.or?::-1ee1l.l.e. C. CrfYW. 
I 'l:l~1ng nece~~4:-1lY ab:sollt.. did 

not. '.l.:-t.1c1~t.e 

C')=is::1o:c.er W111i:lm ~. Bagley 
'being noees::arily absent .. .d14 
.not. ,parUc.1,pa:..o. 

!ZONA...~ M. GRIMES. JR. 
Prez!den't 

VICTOR CJJ,;.VO 
~S.A.LD \'"I.u, 

c.o.'j"'j'~s::io::.~r~ 
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which the parties ~could co~fortably tolerate and work un~er while 
retine~ent and 'perfection' could be pursued in subsequent 
evidentiar,y hearings." (D.8;-09-054~ at p. 8.) 

By Administrative Law Judge's (ALJ) Rulings issued during 
1984~ the procedure t;o be followed in these "subsequent evidentiary 
hearings" was established. The proceeding has been divided into two 
phases - Phase ! which will focus on the appropriate costing 
methodology for Standard Ofter No. 4 and Phase !! which will examine 
the prices based on the adopted :ethodology,. appr.3?,riate price 
approaches~ and all other terms of Standarrd Off~ No. 4~ Hearings 
for Phase! bave been scheduled to co:mence n July 23~ 1984. 

. On May 7'~ 1984~ the commiss:~t~f filed a 
"Reco:mendation of the CommiSSion Sta;r_~o Establish Procedures for 
Phase I of the Long-Run Offer Reari s." Among other things~ the 
staff observed that because Phase • was limited to an examination of 
costine methodologies~ i~ would e appropriate to deter issues 
related to payment options unt 1 Phase II as directed by the ALJ • 
Under these circumstances ~ i the sta.!'f' 3 opinion .that· energy 
Pay:ent Options Nos. 1p 2p and the energy price forecasts 
adopted in ~.83-09-054 be extended until the conclUSion of Phase II. 
The staif asserts that is approach will preserve the status quo, 
enabling qualifying fa ilities (QFs) to have the benetit of energy 
price cer-eain-ey and e i:ina-eing any need to analyze a,nd adopt 
incremental energy ~tes prior to Phase II. 

During -e~ prehearing conference of M2Y 9, 1984~ the staff 
reitera-eee these ~co==eneations. While there were no objections to 
the recomcendatio~sp at least one party requested that the 
inc:oe::lental endgy rate to be paid the QF by PG&E under Option :No. :; 
be based on the incremental energy rate approved in PG&E's most 
recent general rate ease • 
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Under these cireumstances~ and given the general acceptance 
of interim Stand are Offer No.4. ve vill extend the effective date o~ 
the terms of that offer,. including Payment Options Nos. 1, 2~ and ~, 
and the energy price forecasts adopted in D.83-09-054. This 
extension~ which applies to all terms of the offer~ vill be effective 
until further order of this COI:l:lission. /'. .. 

We will not, however, amend Payment Option N~ in any 
way. That payment o~tion was part of ~he neeotiat~ackage which 
the Commission approved in D.8~-09-054. A ch~in one term would 
require the reexamination of all other te~m~f the standard offer. 
We prefer to maintain the status quo and albpt modifications to 
Standard Offer No. 4 following the eVid~iar,y hearings now scheduled 
in this proceeding. We also ~ote thj1'a QF who finds the terms of 
interim Standard Offe:- No. 4 unacc7table may in fact negotiate a 
separate contract. Despite some Q?s dissatisfaction with that 
remedy~ we have made clear inp~viouS deCiSions that all utilities 
are to negotiate with QFs in g60d faith • 

With respect to tnt requests for October hearings on the 
utilities' incremental ene,reY rates, we are unable to commit our 
limited resources to sucr.l'hearing dates at this time. At the most, 
we can reiterate that he'rings on Phase I will commence on July 23, 
1984. Upon completio~/of that phase, the Commission will make a 

I 
deter:ination either~n its deCision in Phase I o~ by ALJ Ruling 
whether to seg~ega~e the issue of incre:ental energy rate valuation 
and hear the :attle~ prior to Phase II hearings. 
PindinolW of Fact 

1. A reaionable :odification of D.83-09-054 haa been requested 
by the Commission staff, IEP, and IPC to extend the effective dat~ of 
interim Standdrd Offer NO.4. 
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