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Second Application of PACIFIC GAS ) Applicatlon 82—04—44_

AND ELECTRIC COMPANY for Approval (Piled April 21, 19082:

of Certain Standard O0ffers Pursuant amended April 28, 1982,

t0 Decizion No. 82-01-103 in Order July 19, 1982, July 11,-1983,
Instituting Rulemaking No. 2. and August 2, 1983)

Decision S§3 0S8 035 A 11964 RITAR

Application 82-04-46
(Piled April 21, 1982;
anended May 12, 1982,
July 11, 1983, and
August 10, 1983)
And Related Mavtters.
Application 82-04~47
(Filed April 21, 1982;
amended July 11 1083
ané Auvgust 2, 4983)

OPINION MODIFYING DECISION 83-~09-054

3y Ordering Paragraph 1 of Decision (D.) 83-09-054, this
Comnission ordered that "Standaréd Offer No. 4, Payment Options Nos. 1
through 3, as proposed by Pacific Gas and Zlectric Company (P6&Z),
San Diego Gas & EZlectric Company (SDG&E), and Southern California
Bdison Company (Edison) shall be used dy those utilities until
further order of this Commission, dut, in any event, for 2 minimum of -
six months and for 2 maximum of two years after the effective date of
this order."” With respect to Payment Options Nos. 2 and 3, the
utilities were Yo exercise these options for a maximun period of
year after the effective date of the order. Because D.83-09-054

becane effective on Septexzder 7, 1983, these payment options are

10 expire on September 7, 1984.

Standard Offer No. & was the result of a negotiating
conference held during the summer of 1983. The goal of the
negotiating conference was to develop an interim Standard Offer No. 4




A.82-04=44 et al. ALJ/bg/vdl/ma *

'
which the parties "could comfortadbly tolerate and work under while.
refinement and 'perfection' conld be pursued in subsequent
evidentiary hearings." (D.83-09-054, atAp? 8.)

’ By Administrative Law Judge's (ALJ) Rulings issued during
1984, the procedure to be followed in these "subséqﬁent evidentiary
hearingg" was established. The proceeding has been divided into %wo
Phases - Phase I which will focus on the, appropriate costing
methodology for Standard Offer No. 4 and Phase II which will examine
the prices based on the adopted aethodology, appropriate price
approaches, aand 211 other ternmsg of Standard 0ffer No. 4. EHearings
for Phase I began on July 23, 1984.

On May 7, 1984, the Commission staff filed a
"Recoorendation of the Commission Staff to Zstadblish Procedures for
Phase I of the Long-Run 0ffer Hearings." Among other things, the
staff observed that because Phase I was limited 0 an examination of
costing methodologies, it would be appropriate to defer issues
related €0 payment options until Phase II as directed by the ALJ.
Under these circumsitances, it.4s the staff's opinion that energy
Payment Options Nos. 1, 2, éﬁ&.} and the energy price forecasts
adopted in D.83-09-054 be extended until the conclusion of Phase II.
The staff asserts that this approach will preserve the status guo,
enadling qualifying facilities (QPs) <o have the benefit of energy

rice certainty and eliminating any need o analyze and adopt
incremental energy rates prior %o Prase II. '

During the prehearing conference of May 9, 1984, the sta<s
reiterated these recommendations. While +here were no objections o
the recommendations, at least one party requested that the
incremental energy rate to bve paid the QP by PG&E under Option No. 3
be based on the incremental energy rate approved in PGEE's most
recent general rate case.
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On June 15, 1984, Independent Znergy Producers (IEP) filed
2 notion for a revised procedural schedule for the Standard Offer
No. & proceeding. S?ecifically, IZ? requests that (1) interinm
Standard Qffer Xo. 4, Payment Options 1, 2, and % be continued
vhrough the end of 1986 or until the issuance of a finel decision in
this proceeding; (2) hearings on the "costing pethodology” be -
commenced as scheduled by the ALJ; (3) hearings on a revised
incremental energy rate be commenced no later than October 1984; and
(4) hearings "on the drozder assuzptions and terms of a final
Stendard Offer No. 4" be commenced after the Commission issues its
cecisions on costing methodology 2né 2n interim incremental energy
rate pricing option. According to IEP, the incremental energy rate
used for purposes of interip Standard Offer No. 4 is not 2 visdle
option for gas-cogenerated QFs.

IZ?'s motion is supported by the Independent Power g
Corporatiorn (IPC). IPC further asks that PG&E's, SDGE&E's and SCE's
interin Standard O0ffer No. 4 incremental energy rates be modified to
reflect information developed in their nost recent general rate cases.

We have reviewed these comments and comecur with the staff,
IE?, and IPC regarding the extension of negotiated Standard 0ffer
No. 4. A% the time we issued D.83-09~054 we contemplated thet the
issues related to the payment options would have been explored in
evidentiary hearings prior to the expiration date set for Payment
Options Nos. 2 and 3. Iz fact, we optimistically forecast the
conclusior of these hearings as early as six months from the issuance

£ D.83~09-054. TUnfortunately, only hearings on Phase I of this
proceeding will be concluded prior %o Septemder of this year, with
Phase II commencing after that tine. '

'
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Under these circumstances, and given the general accepiance
ol interinm Standard 0ffer No. 4, we will extend the effective date of
the terms of that offer, ineluding Payment Options Nos. 1, 2, and 3,
and <he energy price forecasts adopted in D.83-09-054. This
extenszion, which applies to 2ll fterms of the offer; will be effective
wntil further order oL <this Commission. '

We will not, however, amend Payment Option No. 3 in eny
way. That payment option was part of the mnegotiated package which
the Commission approved in D.83-09-054. A change in one term wowld
require the reexamination of all other terms of the standard offer.
We prefer to maintain the status guo and adopt modifications to _
Standard Offer No. 4 following the evidentiary hearings now scheduled
in this proceeding. We also note that a QF who £inds the terms of
inverim Standard 0ffer No. 4 unaccepiable may in fact negotiate 2
separate contract. Despite some QFs dissatisfaction with that
remedy, we have made clear in previous decisions that 2ll utilities
are to negotiate with QFs in good faith.

With respect to the-requests for October hearings on the
utilities’' incremental eneégy rates, we are unable to commit our
limited resources to such hééring dates at this time. At the most,
we can reiterate tha¥t hearings on Phese I began on July 23, 1984.
Upon coxpletion of that phase, the Commission will make a
deternination either in its decision in Phase I or by ALJ Ruling
whether to segregate the issue of incremental energy rate valuation
and hear %the matter prior to Phase II hearings.

FPindings o Pact . _

1+ A reasonable modification of D.83-09-054 has been requested
by the Commission staff, IEP, and IPC 40 extend +the effective date of
interin Standard Offer No. 4. : h

-
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2. The other reguested modifications of the Standard 0ffer
No. 4 procedural schedule cannot de adopted at this time.
Conclusions of Law '

1. The terms of interin Standard Offer No. 4 2pproved in
D.83-09~054 should be extended until further order of this Commission.

2. The motion of IZ? should be denied, except o the extent
granted in keeping with Conclusion of Law 1.

3. To ensure the extension of Standard Offer No. 4 before i+
would otherwise éxpir » *his order should be made effective today.

ORDER

IT IS ORDERZED that: N )
1. A1l terms and conditions of interin Stendard Offer No. 4
adopted in D.83-08<054 shall be extended until further order of this
Commission. )
2. The motion of Independent Energy Producers, except to the
extent granted by Ordering Paragraph 1, is denied.
This order is effective tdday.
Dated AUG 11984 , at San Francisco, California.

Commizsioner Priscilla C. Grow, LEONARD M. GRIMES, JR.
¢ deing necessarily abdbseznt, 4id , Prosidens
not participate . VICIOR CALVO
: BONALD VIAL

Commissioner William T. Bagley Cozmissionery
Peing necessarily adbsant, 4did
Dot participato.
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vhich the parties "could comfortadly tolerate and work under while
refinenent and 'perfection’ could be pursued in subsequent
evidentiary hearings.” (D.83-09-054, at p. 8.)

3y Administrative Law Judge's (ALJ) Rulings issued during
1884, the procedure Vo be followed in these "subsequent evidentiary
hearings"” was established. The proceeding has been divided into two
phases = Phase I which will focus on the eppropriate costing |
methodology for Standard Offer No. 4 and Phase II which will examine
the prices based on the adop+ed nethodology, appfgpriate price
approaches, and all other terms of Standaréd Qffer No. 4. Hearings
for Phase I have been scheduled o commeniﬁ/df/&uly 23,‘1984.

On May 7, 1984, the Commission &taff filed a
"Recozmendation of the Commission S+taf® to Zstadblish Procedures for
Phase I of the Long-Run 0ffer Hearings." Among other things, the
stall observed that because Phase Z was limited to an examination of
costing methodologies, it would Xe appropriate to defer issues
related to payment options untfl Phase II as directed by the ALJ.
Under these circumstances, iy is the staff's opinion that energy
Payment Options Nos. 1, 2, and the energy price forecasts
adopted in D.83~09-054 be/extended until the conclusion of Phase IT.
The staff asserts that %his approach will preserve the status quo,
enadbling qualifying fagilities (QFs) %o have the benefit of energy

rice certainty and eliminaiting any need to analyze and adopt
increnental energy rates prior %o Phase II.

During % Prehearing conference of May 9, 1984, the staff
reiterated these recommendations. While there were no objections to
the recommendations, at least one party requested that the
incremental ene;éy rate to be paid the QF by PG&E under Option No. 3

be dased on the incremental emergy rate approved in PG&E's most
Tecent general rate case. '
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Under these circumstances, and gi#en the general acceptance
of interinm Standard Offer No. 4, we will extend the effective date of

the terms of that offer, including Payment Options Nes. 1, 2, ana-3,
and the energy price forecasts adopted in D.83-09-054. This
extension, which applies o all terms of the offer, will be effective
until further order of this Commission. '
We will not, however, amend Payment Option NoZ 3 in any
way. That payment option was part of the negotiated package which
the Commission approved in D.82-09-054. A changé in one term would
regquire the reexamination of all other terms £ the standaré offer.
We prefer to maintain the status quo and adopt modifications %o
tandard Offer No. 4 following the evidentiary hearings now scheduled
in this proceeding. We also note thay’ 2 QF who £inds the terms of
interim Standard Offer No. 4 unacceptable may in fact negotiate a
separate contract. Despite some QPs dissatisfaction with that
renedy, we have made clear ingg;é&ious decisions that all utilities
are T0 negotizate with QFs in good faith. _
With respe¢t 1o thé reguests for Qctober hearings on tke

vilities' incremental energy rates, we are unable to cohmit our
linited resources +to such hearing dates at this time. At the most,

we can reiterate that hearings on Phase I will commence on July 23,
T 1984. TUpon completio§ of that phase, the Commission will make a
deterzination either Ain its decision in Phase I or dy ALJ Ruling
whether to segregate the issue of incremental energy rate valuation

and hear the matter prior to Phase II hearings.
Pindings of Pect /

1. A reagbnadle modification of D.83-09-054 has been requested

oy the Commissﬁgn staff, IEP, and IPC to extend the effective date of

interinm Stand#%d Q0ffer No. 4.
/
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