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Decision OS¢ 11 J19 NCV 131987
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE QOF CALIFORNIA

Application of Pacific Gas and ; o
Electric Company for Commission : I
orxder finding that PGEE’s gas and ) AppYi S

electric operations during the ¥ (Filed April 7, 1987)
reasonableness review period from

February 1, 1986, to January 31,

1987, were prudent.

(U 39 M)

Appl:.cation of Pacific Gas and ) o '
Electric Company for authority ‘ Application 87-04=035%
to adjust its electric rates 3 (Filed April 21, 1987) .
effective August 1, 1987. " -

(See Appendix X for appearances.)

INTERIM QPINION

This decision reviews Pacific Gas and Electric Company’s
(PG&E) electric sales and related fuel and energy costs for the -
forecast period August 1, 1987 to July 31, 1988; The Commission
concludes that PG&E is entitled to electric revenue increases to
Energy Cost Adjustment Clause (ECAC), Annual Energy Rate (AER), and
Electric Revenue Adjustment nechmism (ERAN) on an apnualized bas:.s
of $53.6 million, $3.2 millien, anct $210.2 million, respect:.vely, |
for a total of $267.0 million. - However, for reasons wh.:.ch are .:.e.t !
forth, these increases are deferred. and w:.ll not be reflected in-
increased rates at this time. ‘

The $53.6 mllion amount relates to a 91% portlon of
fuel and energy related expense imc:ease fo:: t.he forecast | pern.od
covered by PG&E’s ECAC. : :




The $3.2 million amount relates to the remaining 9%
portion of fuel and energy related expense increase covered by
PG&E’s AER.

The $210.2 million amount is to offset underrecovery of
fixed operation and maintenance costs (excluding fuel) resulting
from lower than forecasted sales, as covered by PG&E’s ERAM.
Sunmary ‘

For purposes of PG&E’s Augqust 1, 1987 to July 31, 1988
ECAC/AER forecast, this decision decides the contested issues as

" follows:
I. Nuclear Plant Operations:

A. Rancho Seco will provide zero-generat;on for the
forecast permod. _

B. Diablo Canyon Units 1 and 2 will achieve a 75%
operating cycle capaclty factor.

For AER revenue requirement purposes, the UEG gas
rate stipulation, Exhibit 10, should be used to
calculate Incremental Energy Rates (IER) in :
accordance with the methodology in PG&E’s Exhibit 3,
p- 3, Table 1, Case 2. For Phase 2 IER calculation,
parties may adjust Exhibit 10 to reflect the
undexlying velumetric change.

Large thermal Qualifying Facility (QF) Projects Nos. ‘
15, 16, 24, and 25 will provide zero-generatxon
during the !orecast.period- ‘

A. QF energy delivered under Energy Payment Option 3
(EPO 3) of sStandard Offer 4 (SO 4) should be .
treated as receiving Tixed payments for purposes .
of this proceedlng.

A 50/50% split (fzxed versus variable) should be
used to allocate energy delivered by QFs less .
than 1 megawatt (MW) in size for puxrposes of th;s
proceeding.

There should be no change to‘the-present 91/9%
ECAC/AER split. _

A 60=day lead time to estimate the reliability A
requirement of PG&E’s fuel oil supply is reasonable.: o




A.87-04~005, A.87-04-035 ALJ/BDP/jt *

The proposed change to PG&E’s ECAC/AER revision dates
will be addressed in a separate decision.

The Commission adopted a new resource forecast for
PG&E’s 1987/88 ECAC/AER. A summary of this forecast
is set forth in Exhikit B.

For the forecast period, the Commission adopted v
ECAC/AER/ERAM revenue increases of $53.6 million, r
$3.2 million, and $210.2 million, respectively. o y/(f
However, these amounts are deferred and will not be
reflected in increased rates at thls time.
Brocedural Summaxy ‘ :
, Following a prehearzng conference on April 30, 1987 and
13 days ot evidentdary heaxings between June 22 and August 7, 1987
Phase 1 of these consolidated proceedings was submitted upon riling
of concurrent briefs on August 11, 1987., Brxefs.were submitted by
PG&E, the Commission’s Public Stetr Division (PSD), the Callforn;e
Cogeneration Council (CCC), and a consortium consisting of Santa Fe
Geothermal Inc., Union Oil Company of Calxzornxe, and Independent
Energy Producers Association (SF/U/IEP) . . The CCC and SF/U/IEP
~-¢==1;>re-.s.en1: the interests of various QF prejectS-that sell pewer‘to S
PGXE. In addition to PG&E and PSD witnesses, Kathleen Treleven. or ‘
Morse, Richaxd, We;senmiller &'Assec;ates presen:ed testimony on
behalf of CCC, and Mark Henwood.of Benwoed Enerqgy Sexrvices, Inc.
(HESI) presented testlmony on behalf of SF/U/IEP.
Payments to QFs ror power generated is besed on PG&E’s
avoided energy‘costs which will determine the IER\;n thlo
proceedlng. : ! ‘ :
The value of QF power is equal tO»the utzllty's avo;ded
costs, i.e. the costs of the resourcesntnetlthe utmllty wou%d have
relied upon but for the power provided“by‘QFs. Because competing. -
resources have a range of costs, the underlying assumptions . ‘
concerning the balance of loads and resources have a critical
mmpact on the determination oz the value of QF power. In thls
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phase of the ECAC proceeding, the parties take issue with several
of PG&E’s Key assumptions which, allegedly, exaggerate the
availability of resources with low operating costs.

The IER is derived by dividing the avoided cost by the
fuel cost, and is expressed in British thermal units/kilowatt=hour
(Btu/kwh). Production cost simulation models are used to determine
avoided cost. In determining avoided cost, numerous assumptions
about loads and resources are input into the computer model. Since
the avoided cost can vary widely depending on what assumptions are
put into the model, most of the controversy relates to these
assumptions.

Fortunately, a number of forecast issues were uncontested
or agreed upon by the parties. We will not address these, but
instead will discuss the issues where there is disagreement.

I. Nuclear Plant Operations:

It should be noted that‘as the\assumed level of

performance foxr the nuclear power plants is increased, avoided
energy costs are decreased. Both units of Diablo Canyon and the

Rancho Seco unit are the largest baseload power plants contributing -

to the PG&E resource base. Consequently, assumptions about their

performance have a significant impact on the calculatxon of avozded L

energy costs and the IER. , ‘

A. Rancho Seco 1 ‘
PG&E proposed a capacity factor for Rancho Seco of 30.6%.

PSD, based on its investigation of the current status of Rancho ‘

Seco, recommended zero-percent. ccc and SF/U/IEP‘supported the’ PSDu

position. : i : P
PGSE notes that its forecast re:lects Sacramento |

Municipal Utility District’s (SMUD) latest announcements- Based on_ﬁ'”“

a vexy recent conversation between. the manager of PGLE’S power
control and his counterpart at SMUD, as well as SMUD’s most recent
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public statements, PG&E’s witness testified that forecasting the
plant coming on line in late January with ascension to full power
in late Junce was reasonable. To reflect the power ascension, PG&E
estimated the plant’s initial output ceiling at 10% of its rating
and then increased it each month until the plant was assumed to
operate at full capacity in June. In addition, PG&E limited
availability to 50% of the hours in each month from January to
June, with the availability factor in July reaching 65%. On this
basis, PG&E estimated that the resulting capacity factor for Rancho
Seco during January through July 1988 would be 30.6%. | :

PSD recommends that no generation from SMUD's Ranche SccoL
nuclear facility be included in the adopted torecqs; of the ‘
resource mix. PSD’s witness noted that an extensive set of tests
has been scheduled at the plant, and the Nuclear Reéulatory
Commission (NRC) has indicated that this testing ic expected to
reveal additional problems with the facility. Furthermore, the
SMUD board recently replaced the chief of the RanchOrSecolrestart
progran, characterizing ‘the program as having poor schedulxng,
control, and coordlnatlon.

Further, PSD points out that at a June 18 board meet;ng
SMUD’s Chief Executive Officer (CEQ) of nuclear operations
presented his propcaed schedule and budget for restarting the
plant. He stated that given a restart budget of $240 million in B
1987, and $85 million in 1988, the plant can begin generating power
in late January 1988. Also, the CEO ‘identified five arxeas which
could potentially impact both the restart date and budget. These '
five areas are related to personnel,  testing, lxcensing, program
scope change, and documentation issues.

CCC argues that PG&E has a propensity to overestimate
Rancho Seco’s pertormance in these proceedings. CCC notes that !or 
the previous 1986-87 ECAC period, PGLE estimated Rancho Seco would
operate at 61% capacity factor; Rancho Seco’s actual capacmty '
factor was zero.




L3

A.87=-04-005, A.87=04-035 ALJ/BDP/jt

Also, CCC contends that PGLE has attempted to obscure
its nuclear forecasts by failing to base its nuclear forecasts on
capacity factors, and compounding the confusion by misusing the
term ~availability.” Further, CCC notes that SMUD has not yet
approved Rancho Seco’s budget and the plant will be subject to a
shutdown in the event a local initiative is passed by the voters.
Accordingly, CCC urges the Commission to assume no generation from
Ranche Seco during the 1987-88 ECAC period.

We are satisfied that PSD has thoroughly investigated the
Rancho Seco situation. Keeping in mind that Rancho Seco is shut
down so that modifications can be made to meet NRC safety
requirements, and givenjthe contingencies enumerated by PSD, we
find the PSD/CCC position more persuasive. It does appear to us .
that PG&E is simply taking the most optimistic view possible based
on SMUD’s pronouncements. Accordingly, for purposes of this
forecast period which ends July 31, 1988, we adopt no. generation
from Rancho Seco.

With regard to CCC’s argument that PGLE is misusing the
term ~availability” in a manner contrary to the California Energy

Commission definition, we conclude that the Commission’s Evaluation o

and Compliance Division (E&C) should submit a set of proposed
definitions to all interestéd parties, take comments, and then
issue the adopted definitions for use in future ECAC proceedings.
B. Diaklo Canvon : ' !
PGLE and PSD agreed upon the same forecast of operations'

for Diablo Canyon Units 1 and 2. PG&E estimates an opgr;tingucycief: o

capacity factor of 75%. However, CCC and HESI, based on their
analysis, estimate a full cycle cupac;ty factor of 56.4%. PSD.
supports PG&E’s estimate.

PGSE states that Unit 1 will go out for rerueling durlng
the period April to June 1988, while no rerueling of Unit 2 w1ll
occur during the 1987-1988 ECAC/ABR torecast period. ‘Both PG&E and
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PSD have incorporated this information for Diablo Canyon into their
forecasts.

PG&E’s operating cycle capacity estimate of 75% is based
on a study of eight post-Three Mile Island (TMI) four-loop
Westinghouse pressurized water reactors, which are the same type of
reactors as the units at Diablo Canyon. PGEE adjusted the study
grouvp to eliminate several situations which are not relevant to
Diablo Canyon. The first is a prolonged, ongoing outage at
Sequayah Units 1 and 2 which is due to documentation, design
control, and environmental problems not existing at Diable. The
second is a first cycle ocutage at McGuire caused by a steam
generator problem unrelated to the equipment at Diablo. As a
result of these adjustments, PG&E contends that the study group
data is representative of what could happen at units similar to
PG&E’s Diablo Canyon units.

PG4E explains that the terms ”operating cycle capacity
factor” and “production factor” refer to the plant’s operations
during all periods except for refueling outages. For purposes of
this proceeding, these two terms are synonymous. In Contrast, .
7full cycle capacity factor” refers to the plant’s cperations at
all times, inclusive of refueling outages. ‘

PSD made an Lndependent analysis using the same approach )
as PG&E. PSD updated the data in PG&E’s study as of May 31, 1987,
and added Diablo Unit 2 into the data base. Also, PSD investigated
the average production factor of all U.S. commercial operating e ,
pressurized watexr reactors of post-TMI vintage greater than 800 Mw,-f‘“‘
and greater than 1,000 MW. PSD reviewed its results and concluded 4
that PG&E’s estimate of a 75% production factor (or operating cycle '
capacity factor) for the Diablo units was reasonable.

CCC argues that aside from the capacity :actor-versus—
avallablllty-versus-production factor confusion mentioned with

regard to Rancho Sece above, PG&E has attempted to evade Comm;ssxon
directives regaxrding the data upon whicn power plant forecasts are
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to be based. CCC notes that in Decision (D.) 86=07-004 the
Commission approved two methods for forecasting the performance
characteristics of power plants: (1) if a plant has operated for
five years, the forecast should be based on the five-year

historical average for that specific plant; or (2) if five years of
operating data are not available, the forecast should be based on

an industry average. Since Diable Canyon is barely twe yeﬁrs eld,
the requisite five years for reliable plant specific data is
unavailable. Consequently, CCC contends that the industry}average.‘-
should be used to forecast the capacity factor for Diablo-éanyon.

CCC further argques that PGEE’s average, limited to 7eight
large Westanhouse-manufactured units that have been placed in
commercial operatzon since 1581 and have been in commerclal
operation for more than one year,” has no validity.

First, CCC contends that PG&E impropexly limits the data
to Westinghouse units. Accordlng to CCC, this limitation is
inappropriate, because the performance of a plant depends. upon a
host of variables, only one of which is the plant manufacturer.

. The general contractor, the quality of the mnager.xal personnel
the cquality of the operating and maintenance personnel the
personnel training prograns, the polzt;cal and envaronmental
context, and other econonic factors all affect plant perrormance.
CCC contends that no single factor is dom;nant. Each of those
factors and many other factors relate to the capacity ractor of the O
industry average. Therefore, according to CCC, PGSE’s attempt to
disaggregate the variable (namely, the plant manufacturer) zgnores Qf:fr“""
the existence of the many otner variables. 1 :

Second, even if a Westinghouse-only data set were somehow

appropriate, there is no reason to arbitrarily limit the §
Westinghouse units to those placed in operation,51nce 1981
following the TMI incident. PG&E offered no ‘evidence thatAdes;gn
changes in post-TIMI units has occurred or that these'assumed
changes have correlated into improved capac;ty factors. In
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addition, CCC points out that TMI was designed by Babcock & Wilcox,
while Diablo Canyon is a Westinghouse design.

Third, even if post-1981 units were a valid data set for
beginning performance management, PGLE has also limited the data
set to plants of 1,000 MW and larger capacity and to plants having
7four loops.” <CCC contends that PGLE offered no acceptable
explanation to justify these particular limitations.

Fourth, even if PGLE could theoretically limit the data
set to the eight post-1981, larger-than-1,000 MW, and four=loop
Westinghouse reactors, the data set would only be reliable if a
valid operating history existed for each of the units included in
the data set. A review of PGEE’s data set shows only three of
these reactors were in operation longer than five years.

Fifth, even if the eight-plant data set were otherwise
acceptable, PGAE has not sufficiently justified the exclusions from
the data base related to Sequayah Units 1 and 2, and McGuire. '

In summaxy, CCC’s position is that attempts to
rationalize or debate'the'appropriateness of including or excluding
individual units 1n£luenc1ng performance histories = such as the

ones -at Sequayah or McGuire - would result zn an encless task. The -

preferable method to endless debate in adopting valid forecasts is N
to use a straightforward industry-wide average-..

Accord;ngly, CCC’s wmtness provided an industry-wide _
average time- and,capacity-wexghted capacity factor. CCC’s factor -
gives greater weight to the capacity factor of a seven-year-qld;'
1,000 MW plant than'to the capacity factor of m‘zive-year-cid 800
MW plant, and is baged upon a Design Electric Fating average, :
which, according to CCC, is the prererable average, because it does:
not vary with changinq plant conditions. cOnsequenzly, CCC axgues |
that for Diablo Canyon Units 1 and 2 the-Comm;ssmon should adcpt
its calculated capacity factor of 56.4%.

Both PG&E and PSD note that cCe’s stated objectzve was toff'
develop a broad based, stable, averaged condition forecast. In so.
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deing, however, PG&E and PSD c¢ontend that CCC has ignored
information already known about Diablo Canyon operations in the
forecast period and has relied on nuclear plants that are very
different from the Diableo Canyon units.

First of all, PG&E and PSD point out that CCC’s use of a
56.4% full cycle capacity factor includes refueling outages. As a
consequence, CCC would treat both Diablo Canyon units as undergoing
refueling during part of the forecast period and would reduce
production from both reactors commensﬁrately; That assumption is
not correct.

Second, CCC’s weighted average for all U.S. nuclear
plants also introduces many factors into their -forecast which do
not reflect conditions applicable to Diablo Canyon. The CCC ‘
methodology places more weight on old, pre~TMI plants which went on
line as early as the early seventies. Consequently, CCC has failedﬁ
to consider the differences which TMI in 1979 brought to the
design, engineering, construction)‘and operation of nuclear
plants - even though TMI is an important turning peint in the
nuclear power industry.

Third, €CC’s witness included in her data base all \
nuclear power plants regardless of type or manufacturer.to.develop .
nex average even though she agreed that reactors produced by
different manufacturers vary in their performance.

Fourth, CCC’s reliance on D.86-07=004 !orecasting
guidelines is misplaced. That decision}involves the development of
long=-run Standard Offers (SO 4) to govern sales of electricity by |
QFs. Those long=-run offers involve multi-year time spans whereas
the ECAC proceedxng concentrates on a specific short-term forecast.w"

We agree with PG&E and PSD that for purposes of ECAC
proceedings the estimate of available enexgy resources should be an
ras-expected” forecast. Such a forecast is a short-term forecast
and should reflect all known conditions such as scheduled
maintenance and refueling. - Theretore, we conclude that the
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forecast methodology set forth in D.86=07-004 is not appropriate
for annual IER adjustment purposes. While we do not rule out use
of industry~wide average capacity factors, we find that PG&E’s
forecast best accounts for as=-expected operations during the
forecast period. Accordingly, we will adopt PG&E’s estimated 75%
operating cycle capacity factor for Diablo Canyon Units 1 and 2.

In order to develop a xevenue requirement forecast, it is
necessary to forecast the cost of gas to PG4E’s power plants during '
the forecast period. This year, that forecast is complicated by
the Commission’s ongeing gas OII implementation proceeding wherxein
the Commission is developing new rate structures and levels for
implementation sometime within the next half vear.

In the interests of proceeding with this case and
avoiding unnecessary, duplicative'litigqtion‘orhsteam‘plant gas
rate issues here, PG&E and PSD adopted a stipulation for the ‘
utility electric qaé rate which sets forth agreed upon gas pricing
assunptions for thls case (Ethbxt 10)., The stzpulat;on contalns
both fixed demand charge amounts and varlable commodity rates for
PG&E’s steam plants.

CCC did not join in the UEG stipulation. Rather, cee
believes that the Commission should adopt a specific fuel price

forecast of $2.69/MMBtu. This figure is the average figure‘derivedh”ﬁ"' 

by application of the UEG gas rate stipulation to PSD’s resource
forecast. Since we know that because of the variable commodity -
rate the average price must:change with the resource forecast we
adopt, we decline to adopt CCC’s proposal.

SF/U/IEP notes that the cost to PGLE’s electric power
plants of that natural gas,is currently ‘a function of Gas Rate

Tariff G-55, which bases the cost of gas to PGLE’s power Plants on f‘ﬁ"'

poth ~fixed” and “variable” charges. The question whether QFs
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avoid the entirety of these charges under the G-55 tariff will be
the subject of hearings pursuant to OIR 2 scheduled to commence
early in 1988. SF/U/IEP agrees that pending a contrary
determination as a result of those hearings, and consistent with
the Commission’s current policy, PG&E’s electric production costs
attributable to the combustion of natural gas should be calculated
utilizing the weighted average UEG rate.

Further, SF/U/IEP states that since the purpose of the
QFs—-in/QFs-out methodology used in this proceeding is to determine
the change in total system production costs attributable to the
contribution of energy by variable priced QFs, it is apparent that

the same average gas price assumption must be made in both the QFs-\r

in product;on simulation and the QFs-out production simulation.

According to SF/U/IEP, PG&E witness Kerlexr presented agcalcmaatldnf

(Exhibit' 3, p. 3, Table 1, Case 2) which correctly treats gas price
assumptions in the QFsS-out case. No party contested the
correctness of relying on the same weighted average UEG rate in _
hoth the QFs=in and QFs-out cases in calculating QF energy przces,
and SF/U/IBP requests its reaffirmation. ‘
. We affirm that, at this time, parties should use the
methodofogy consistent with Exhibit 3, p. 3, Table 1, Case 2 to

calculate average UEG gas costs. Also, since novparty offered any

alternative other than the CCC proposal, we will adopt the UEG gas?
rate stxpulatxon, Exhibit 10, for purpoeses of the resource ’

forecast and AER revenue recuirement calculation. For Phase 2, .
parties may adjust Exhibit 10 to reflect the underly;ng volumetr;c
change resultxng from the adopted resource forecast. 3 ‘

- 12 -
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IIX. [Foxecasts of OF Enerqgy Deliveries

Several parties addressed the issue of the appropriate
forecasted amount of QF energy deliveries during the 1987/1988 ECAC
forecast period.

The forecast for QF production is important, because the
higher the QF forecast, the lower the avoided costs. An overly
optimistic level of QF generation would ultimately result in
underpayments to QFs.

A. The Forecasts of QF Deliveries

In developing its forecast of QF deliveries PG&E
distinguished between two different classes of QFs. The first
class of QFs, called operational Qrs, are those QFs which were
operational as of December 31, 1986. The second class of QFs,
called nonoperational QFs, are those QFs which were not operational
as of December 31, 1986, but are eﬁpegtedvtO'become operational
during the forecast period.

. 1. large Geothexmal OFs

After initial disagreements, all parties accepted PG&E’S

final estimate. We will adopt PG&E’s final estimate.
2. Qperational Wind Projects

After initial disagreement all parties accepted PGSE’s
final estimate. We will adopt PG4E’s final estimate.
B. The Forecasts of QF Deliveries

By the close of the hearings in the forecast p‘hase‘,‘theyi
parties were very close to agreeinqybn:a forecast of QF deliveries
from nonoperational projects, as well. However, there remained an -
issue involving four large thermal QFs for which PG&E had not B
verified start of construction dates when the hearings began.
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1. Nonoperational Wind OFs

Following PG&4E’s acceptance of PSD’s forecast reliability
index factor of 0.6, all parties accepted PG&E’s estimate. We will
adopt PG&E’s estimate.

2. Nenoperational Thexmal OFs

Based on information presented by PSD and subsequent
investigation by PG&E, PG4E modified its position regarding
expected deliveries from one large dispatchable thermal QF project.
PG&E reduced its forecast of QF deliveries by 178.9 gigawatt-hour
for this project. All parties acbepted PG&E’s adjusted estimate.
We will adopt this estimate.

Following submission of data requests by HESI, on behalz
of SF/U/IEP, PG&E made a substantial downward revision to its QF
generation forecast. HESI accepted PG&E’Ss finallbosition with
respect to all of the nonoperational projects but four, the
projects with (PG&E workpaper) I.D. Nos. 15, 16, 24, and 25
(Exhibit 15B, p. 3). Thus, in the end, the only dispute-cbncerning
nonoperational QFs involved these four projects.

SF/U/IEP points out that the four projects are thermal
projects which have not yet commenced construction. SF/U/IEP

contends that in the absence of a counter-indication, of which noﬁéfj o

exists on this record, it must be assumed that the construction of
a thermal project of any size will require 14 months to conclude.
In addition to the improbability of construction completion and
operation of these four thermal QF projects within the ECAC period;
SF/U/IEP notes that there is uncertainty respecting completion of N
interconnection facilities necessary to commence parallel operatlon X
and sales of energy to PG&E.’ ‘
CCC supports the HESI position that these four thermal
projects will not be on 1ime during the torecast period.
Accordingly, cccC recommendﬁ adoption of HESI’s oF generation .
forecast. This total differs from PG&E’s only to the extent that:
HESI assumes no generation from the four nonoperational projects.f'

- 14 -
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We are not convinced by PG&E‘’s testimony that these four
thermal units will be on line during the forecast peried.
Accordingly, we conclude that HESI’s QF generation forecast is
reasonable and should be adopted.

C. The Forecasts of Energy and Capacity
Expense Associated with OF Delivexijes

With regard to pricing of the forecasted QF energy !
deliveries, the final numbexr should be calculated when the revenue
requirement is updated in Phase 2.

The nmost signiticant variables in.torecasting'QF energy |
and capacity expenses are (1) IERB, (2) as=delivered capacity |
payments, and (3) the G-55 or UEG rate. With respect to both the
IER and as~delivered capacity price, the Commission has adopted
numbers to be used through Januarxy 1988. For the remainder of the |

{
|
i
i
I
o
|
!
l

forecast period, February through July 1988, PGSE has forecasted an = | =

as-delivered capacity price of $42 per kW-year (Exhibit 1, p. 4- ‘{
12). This as~delivered capacity price is the same as the one |
currently in effect. No party has presented any other position. |
We will adopt an as-delivered capacity price of $42 per i
XW-year for this forecast periocd. 3
With respect to IERs, as stated previously, we will use f
the methodology in PG&E’s Exhibit 3, p. 3, Table 1, Case 2 for f
the February through July 1988 portion of the forecast period based;
on the QF in-out methodology. The numbers should reflect the j
resource mix and resulting average gas price adopted by the %
Commission in this Phase 1 decision. | |
Also, as stated previously, the UEG stipulation, b
Exhibit 10, will be used to develop utility steam plant gas cost. ¢ ‘  f;Q
‘ !
1
|
1
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IV. The Split of Forecasted QF Deliveriec
_Inte Fixed and Variable Components

For the purpose ¢of developing the actual IERs to be used
for QF payments, which will be done in Phase 2 of this ECAC
proceeding, the forecast of energy delivered by QFs during the
1987/1988 ECAC forecast period must be broken down into two energy
payment categories. The two categories are the amount of energy
delivered under fixed prices and the amount delivered under
variable prices.

The distinction is important when developing IERs using
the QF in-out methodelogy because all QFs.which are paid under
zixed prices remain in the resource mix, when doing the QF-out run
necessary to calculate the IERs. That is, the only resources that,
are taken out when doing‘the'QF-out run are those QFs with variable
prices. I
Since the actual split of QF deliveries between fixed and .
variable cannot be determined until the total QF energy delivery
forecast is set, arguingfover the3speci£ic«numbers in each party’s’
final position at this time is not constructive. (The parties’
final positions are set forth on p. 2-o£ Exhibit 15Aw the .
Comparison Exhibit.) :

However, once the method for determining the
fixed/variable split is. established, ‘then the calculation of the
actual numbers from the total forecast, once it is set, will become
no more than an algebraic exercise. This calculation could be
performed when the revenue requirements are updated.

There are only two disputed issues ‘concerning the
fixed/variable split methodolegy. The firxst concerns the
appropriate treatment of those QFs operating under. Fayment Optxon 3
(PO 3) of Standard Offer 4 (SO 4). The,second concerns the
appropriate allocation between fixed and variable powver deliveries .
by QFs less than 1 MW in size. We will address these two issues-,‘

- 16 -
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A. Allocation of QF Enerqgy Delivered
Under Energy Payment Option 3 of
cd Offex ¢ (PO 3 of 50 4)

Skanda

Turning to those QFs receiving energy payments under PO 3 |

of SO 4, PG&E’s position is that all energy delivered by such QFs
should be treated as fixed. According to PG&E, the fact that a Q?
under PO 3 coincidently receives exactly the same payment as a QF
who is treated as variable does not indicate that the energy
delivered by that QF should be classified as variable. The reason
is that under PO 3, the QF has a significant amount of certainty
associated with its energy payment, whether or not the QF has
chosen a positive band wicth.

Further, PG&E submits that if a QF chose a band width of
zexro, the QF has absolute certainty, and no one disputes that these
QFs should be treated as fixed. If a QF has a wider band

width, however, it stiLl has certainty associated with its payment.

Becauso oz the band width ceiling, its payments can go no higher
than a ccrtain limit (depending of course on the UEG rate), and nd
lower than a certain limit.

PG&E argues that as a practical matter, drawing such a

distinction depending on band width almost certainly would not bave -
any impact on the IER calculation. Currently, less than 1% of the |

i
S

I

i

payments would go for energy delivered under PO 3 which would be

considered to be variable if the band width distinction were drawn. |

Therefore, according to PGEE, in the intérest of administrativé

efriciency, it is reasonable to treat all energy under PO 3 of S0 4‘

as fixed payments.
_ We note that in its final position in its late-filed
exhibit, Exhibit 15B, HESI accepts PG&E’s position, at least to

some extent. Therefore, for the sake of administrative ezriciency;i

for purposes of this proceedinq, we will adopt PG&E’s position that\

all enexgy delivered under PO 3 of SO 4 is tixed.
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B. Allocation of Enexgy Delivered
SFs I 7 : 0 si

Turning to the energy deliveries from QFs under 1 MW,
PG&E’s position is that these QFs should be treated as 50% fixed,
50% variable. PG&E’s position iz not based on a contract=by-
contract analysis for these smaller contracts. It reflects the
fact that both fixed and variable priced energy is generated by the
small QFs and the 50/50 split was a simplification assumption.

 HESI originally supported a 0% fixed/100% variable split. 0

However, HESI, after conclusion of the hearings, did an.analysxs of wﬁ'
these QFs’ distribution of fixed and variable price contracts based f"ﬁ.
on PG&E’s Cogeneration and Small Power Production Quarterly Report, - .k
Fourth Quarter, 1986. According to HESI, the result of that | ‘
analysis is a 30% fixed, 70% variable split for energy deliveries
from projectS-less than 1 MW.

SF/U/IEP contends that since only HESI’s latest est;mate
reflects empirical data it must be adopted.

PG&E objects that HESI’s latest estimate was not
presented at hearing, and PG&E had no chance to cross-~examine HESI
on it since it was included in a late-filed exhibit. By c¢ontrast,’
PG&E’s position was articulated during the hearings by PG&E’s |
witness, Ms. Andrews. She was available for cross-examination. :
Her cross—examination did not ellicit any information whxch argued
for the 70/30 split rather than the 50/50 split. Therexore, PG&E‘
contends that its 50/50 split should be adopted. )

PG&E’s objection overlooks the fact that the late-tzled
exhibit was provided for at hearing without objection. If PG&E had
an objection when it received the 1ate-riled exhibit, or if it
wished to cross—examine on it, 1ts,remedy is to file a motion to
reopen the proceeding for that‘purpoée; Absent such objectxon/or
request to cross-examine, late-tiled exhibits are received in .
evidence and may be relied upon to the same extent as any'other .
exhibit received in evidence at hearing. An objection raised in -

- 18 =
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brief is not timely. However, in this case PG&E’s objection is
made moot by our adoption of PGAE’s position that a 50/50 split
should be used as a simplification assumption.

V. RG&E’s Proposal for 1003 ECAC Treatment

PG&E requested that its ECAC percentage be increased to
100% and its AER percentage be reduced to zZexo. PG&E currently has
91% ECAC balancing account treatment of energy expenses and a 9%
AER. D

PG&E’s AER provides for the recevery of 9% of the
forecast period electric energy and associated expenses (as
described under ECAC). There is no belanc;ng account associated
with the AER. To minimize the revenue risk resulting from the
potential for substantial swings in energf-related'expenses
(primarily due to hydro availability), the allowable pre=-tax N
earnings fluctuation (up or down) resulting from the AER procedure
is limited to a 140-basis points cap applied to the equity .
portion of total rate base. To the extent that AER-related energy
expenses exceed the earnings cap, such expenses become fully ‘
subject to ECAC balancing account treatment. To put it simply, _
PG&E’s shareholders have a stake in 9* of the forecast period zuelﬂ
expenses. o
PG&E states that it made the request because the _
Commission’s contemplated changes to the tundemon:al nature of UEG
rates in the gas implementation case create a great degree of |
uncertainty in ECAC forecasting. And that uncertainty has the
potential for significant dollar impacts. Therefore, to prevent o
the ratepayers and shareholders from either gaining a windfall or '
suffering an undeserved burden, PG&E proposed subjecting all it;'
energy costs and purchased power expense to the . ECAC‘balancing

account. PG&E believes that its proposed changes in ECAC and AER o ‘

percentages are the most equitable and reasonable way to'handle ﬁhe

- 19 =
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uncertainty created by the Commission’s own gas implementation
proceeding.
According to PSD, an AER provides a real incentive for
the utility to minimize fuel costs. Both ratepayers and
shareholders can benefit by good company management of fuel ¢osts
if an AER is in place. PSD points out that the AER is not a one-
way street. PG&E’s shareholders can gain as well as lose from the 1

N
AER. Past gas rate changes, particularly UEG rate reductions, have | L
|

benefited PG&E’s shareholders through the AER (Exhibit 5, p. 5).

the AER because PG&E believes that its shareholders might now be at
risk.

PSD notes that PG&E’s sole criterion for requesting
elimination of the AER is the uncertainty of the outcome in the o
current Gas OII/OIR implementation proceedxng. Because of the im
alleged uncertainty, PSD met with PG&E and arrived at a stzpulated
UEG gas rate (Exhibit 10). PSD points‘out that the stipulated rate
is above PSD’s recommended rate in its\original showing. '
Therefore, accorxding to PSD, the stipulation sets forth a
negotiated rate which fairly represents the interests of the
parties involved and the negotiated rate accounts for any
uncertainty concerning the gas proceeding results. o o

PSD argues that the AER does not pose a big risk to-PG&E; :
The cuxrent ECAC/AER increase of $83. 55 million is less than 2% ofH‘
total revemue, out of which the AER portion is less than -1% “
(Exhibit S, P- 5). An even smaller percentage increase is due to
changes. in gas rates. With this small AER portion, PSD contends hp.‘d
that even a big swing in gas rates from the stipulated level would
not harm PG&E. L

SF/U/IEP notes that the proposed reduction of the AER .
percentage to zero would result in relieving utility shareholders‘v
of any !inancial risk associated with the accuracy ‘of the ECAC

- 20 =
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forecast, which is the same forecast utilized to zet IERs neceszary
to calculate QF energy prices.

SF/U/IEP thinks there is great merit to continuing the
practice of utilizing the ECAC for the purpose of estimating
production expenses and the resultant IERs used to calculate QF
enexgy prices. All of the forecasts regquired to determine and fix
enerqgy prices to QFs are necessarily a part of every ECAC. In the.
absence of an AER percentage of sufficient magnitude that utility
shareholders have a financial stake in the accuracy of the
forecasts, the use of the ECAC to calculate IERs would subject QFs
to a significant risk of erroneous and low forecasted IERS. ,
Accordingly, SF/U/IEP recommends in strongest terms that 2 posmt;vc‘
AER percentage be retained in order that utilities and Qrs-have ‘
mutual interest in the accuracy ot the forecast generated in these
ECAC proceedings.

'CCC supports PSD’s recommendatxon<against the AER
elimznation and echoes the SF/U/IEP cogenerator position wmth ‘ _
regard to the need for PG&E to have a stake in the ECAC: forecast so
that PG4E has an incentive to submit an accurate rorecast.

We conclude that PG&4E shareholders 'should contxnue to
have a stake in the ECAC/AER !orecast and with the UVEG stzpulat;on”
discussed above, the uncertainty with regard to fuel costs has. not!
changed sufticiently to warrant any change in the AER at thzs-tzme.‘

A. The Significance of the'DifZerencesf
in 03} Resupplyrrime Requests

Fuel oil inventory was one of the most botly contes ted
issues in Phase 1 of these proceedings., PGLE and PSD difter on
both the forecast of fuel oil inventory volumes and PSD‘s proposed
ratemaking/accounting treatment of- oil inventory carrying costs and
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oil sale losses and gains. The ratemaking/accounting issues will
be addressed in a separate decision. The difference in fuel oil
inventory velumes is addressed here.

PG&E has recommended a forecast ¢il inventory volume of 6
nillion barrels; the PSD recommends 5.65 million barrels. The
difference is entirely due to different assumptions by PG&B and PSD
regarding the time needed to resupply fuel oil. PSD proposes to
use 60 days: PG&E contends that 90 days should be used. ihe 30-day
difference between PG&E and PSD translates,into-the need for an
additional 350,000 barrels of oil to protect reliability of gervxce’
under possible adverse conditions. : ;

PG&E points out that the resupply time assumptlon is
primarily of concerm during the,winter months. It is durxng those

months that fuel oil supply requirements peak and the utllzty_could“:ff'f

~incur unplanned extraordinary fuel oil burms. If those wintex
burns occurred, the utility would need to obtain addmtmonnl oil
-supplies in time to meet subsequent winter months’ reliability '
needs since adverse conditions in, these later months could require«
further oil burns. Theretore, the Oll resupply time assumptxon
'must be viewed in terms of wintex period conditions. .

- Further, PG&E states that the resupply time assumptlon
must also be based on the time needed- to secure .5% sulzur eil
since that is the type of oil PG&E must use in-all its steam plants
except Humboldt and Kern. According to-PG&E, this part;cular ‘
sulfur specification plays an important role in 11m;t1ng llkely
sources for fuel oil and determining the time needed to resupply
PG&E’s oil 1nventory. o
| ‘ PSD states that itS-Go-day'lead tine recommendatlon stems
- from numerous factors.

‘ ‘ Particularly; PSD notes that in. response to a data
request, PG&E replied as follows' :

‘#The Company’s only LSFO,cargonpurehaseusince
deliveries under the Chevron contract were’
disoontinued in April 1932 was the spot
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purchase during 1986 of 285,000 barrels of LSWR
which originated in S;ngaporo. In this case,
PG&E agreed to the purchase on July 25, the
cargo was delivered to PG&E’S Pittsburg Power
Plant by a 54,402 deadweight ton vessel on
September 4.

L4

of this caxgo was 41 _davs,
(Ex. 5, p. 82) (Emphasis added.)

PSD observes that in addition to the 60-day lead time
recommended, it had already incorporated a l4~day fuel supply
contingency resulting, in essence, in an allowance of almost 75
days’ fuel oil inventory to replenish inventory.

PSD further cited both San Diego Gas & Electric Company’s

(SDG&E) and Southern California Edison Company’s (Edison) recent

ECAC applications. Both have requested Go-day‘averagevload times.

PG&E argues that PSD’s reference to SDG&E and Ediscn is
inappropriate. SDG&E’s oil burns are much smaller than PG&E’s and.
have a better chance of being met by West Coast re:;nxng resources.
And Edison’s situation is quite different with.regard to oil:
contracts, the ability or lack thereof to move oil from plant‘to"

plant, customer demand, and gas storage access. Also, according to
- PG&E, the 4l1-day delivery cited by PSD occurred under summer

conditions when the market had hit a low. The spot market in
Singapore was greatly distressed and surplus prices werxe at their
lowest point in years. In other words, all elements needed for
that transaction were ready when PGSE wanted them and there were no-
delays. According to PG&E, that is unlikely to be the situatzon it
the company were seeking oil supplies in wznter when adverse
conditions were triggering need for oil.

Further, PG&E argues that PSD has premised its proposed -
60-day resupply period on the assumption that oil demand will be
low and the utility would have no problem socuring eil. According
to PG&E, that assumption is contrary to the contingency that PGEE

is trying to plan against by maintaining the roliability portion oz |

fuel oil inwontory. Undexr adverse conditions, when energy supply
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conditions trigger a need for oil, PG&E submits that one cannot
assume that oil will be easily and readily available on the spot
market.

We note that the PSD recommendation is also based on the
following reason:

¥Deregulation of the natural gas industry and

air pollution considerations make fuel oil a

less competitive alternative to the utilities.

PG&E itself is projecting fuel oil to cost more

per MMBtu than natural gas through the forecast

period. The demand for oil is not likely to be

strong.” (P. 82, Exhibit 5.) '
We f£ind the above argument §articular1y persuasive, at this time,
given that Diablo Units 1 and 2 are both in operation and that gas
has displaced the use of fuel oil in PG&E’s stean plants. '
Accordingly, we are not convinced that a 90-day resupply tine
is needed. Therefore, we will adopt PSD’s recommended 60-day
resupply period as reasonable. ' '

We fully realize that the fuel supply situation can
change rapidly. If the situation deteriorates significantly, PG&E
may request that this issue be reviewed and the 60-day limitation . .= .
changed. Such aﬁrequest'may‘be nade in any ECAC application, ox if
there is an emergency, PGA&E may petition to modify this decision. .

VII. MWWWW

PSD has proposed tofchanqe PG&E’s rxevision date from
August 1 to September 1 in order to allow additional time for the:
publication of the ALJ’s proposed decision under Public Utilities. =
Code Section 311. PGLE agrees with that change. To clarify PSD'sfﬂ ‘;i‘
proposed schedule, PGLE also proposes to move the ECAC trigger SRS
£iling revision date from Februvary 1 to March 1. Concurrently,:
PG&E further proﬁoses to improve the procedural schedule by‘*;
changing its reasonableness revierperiodfrbr electric and gas
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operations from a February 1 - January 31 cycle to a calendar year
basis.

According to PG&E, use of a c¢alendar year for
reasonableness review purposes would allow the company to use data
already generated for its calendar year and would eliminate the
extra work now necessary to develop data for the special
February 1 - January 31 period. Consequently, PG&E subnmits that
its proposal would make the reasonableness review process easier
for both PGLE and the PSD. "

We will addross this matter in a subsequent decision
after we have reviewed the ECAC filing schedules of the other major
energy utilities.

VIII. Adopted Resource Forecast

A summary of the adopted resource forecast for PG&E’s
ECAC/AER period August 1, 1987 to July 31, 1988 is set forth in
Appendix B. This summary reflects the adopted decisions with
regarxd to the contested issues, and the uhcontested itens as set
forth in Exhibit 15.

The adepted resource forecast will be the basis for the ]
production cost modeling in Phase 2 of this proceeding, which will
determine PG&E’s avoided cost, which will, in turn, be used to
calculate the IER for Power delivered to PG&E from QF projects and
payments made to QF customers through July 31, 1988.

IX. ECAC/AER/ERAM Revenue Requixements

PGSE requested an ERAM increase o! $210 2 nillion. Also,
PG&E requested that its ECAC percentage be increased from 91% to ]
100%, and its AER percentage be decreased from 9% to zero. g
In the alternative, PG&E requested that if its request f
to reduce the AER to zero is denied, then in addition to the ERAM




A.87=04=00%, A.B37-04=03% ALJ/BOP/Jt *

increase of $210.2 million, it should receive an AER increase of
$5.8 million.

Further, PG&E stated that it propoesed to forego its
August 1, 1987 ECAC adjustment because of the uncertainties
affecting the gas rate for electric utilities in the Commission’s
gas OII/OIR proceeding. According to PG&E, depending on the
Commission’s final decision on the gas rate issues, thexe can be
large swings in the needed reVenue requirement. PG&E believes that
the great uncertainty created by these matters warrants foregoing
any ECAC revenue requirement change at present. .

As discussed previously, we concluded that there should
be no change in the present 91/9% ECAC/AER split for forecasted.
energy expense. Having decided this pivotal issue, we now turn to
the ratemaking txeatment for the ECAC/AER/EREM conponents.

ECAC :

We note that the Angust 1, 1987 ECAC adjustment,that PG&E :
wishes to forego is estimated at $53.6 million (Appendix B). We\{,
conclude that a revenue shortrall of this mngnitude can be ‘ ;
accommodated in the ECAC balancing account without causing severe
future rate shock. Accordzngly, we agree to PG&E’s propesal to .
torego this ECAC adjustment.' The resulting undexrcollection will be
carried in the ECAC balancing account for amort;zat;on‘mn the next '
ECAC proceeding. |

AER ‘ : : _ : ‘

The adopted AER revenue increase amounts to $3.5 million
on an annualized basis. ‘That would equate to a 0.005 cents/XWh lf
spread to all sales on a uniform cents/kWh basis.

We conclude at this time that a rate increase ot $3.5
m;ll;on does. not justlzy the, adm;nistratxve burden lnvolved with
changlng rates.f chever, we instruct PG&E to reccver this 1ncrease
in the ECAC balancxng account from the time thxs decision is
e:ﬂectlvc until the time the $3.5 million AER increase is C
implemented with the January 1988 ERAM/AER/Attrition rate change. '

|
{
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Starting with the effective date of this decision, PG&E
will calculate a proxy for the AER increase based on a total XwWh
sales from that date valued at a uniform rate of 0.005 cents/kWh.
Each month PG&E will charge the amount of AER revenue calculated
under the proxy to the ECAC balancing account to be recovered in
the next ECAC forecast period. PG&E will terminate this
calculation once the $3.5 million is reflected in the January 1,
1988 ERAM/AER/Attrition rate change. The 0.005 cents/kWh<pertains‘
to the proxy calculation only and does not represent.actual AER
rates to be implemented with the January 1, 1988 rate change.

ERAM ‘

With regard to PGLE’s requested ERAM increase of $210.2
million, PSD’s auditor, having audited PG&E’s accounts, takes no
exception to this amount. She states that the amount requested ;s
primarily a result of the difference between ‘forecasted and -
recorded kWh sales. Specifically, sales wexe forecasted to be 72.1
billion kWh 2as compared to actual sales of 61.7 billion kWh for the
recoxd period. This represented a 17% difference between»recorded
and forecasted sales. As a result, the ERKM:balancmng account
reflected an undercollection (p‘. -2, Exhibit 8).

We will adopt the $210.2 million ERAM increase as V
reasonable; however, since PGL&E will shortly be filing a request

for an Attrition Increase/Decrease for 1988, and since we wish. to“"'

avoid multiple rate changes, we will defer inclusion of the ERAM
increase in rates at this time. We might mention that PG&E will -
not be ~out-of-pocket” since, unlike the AER, ERAM has a balancxng

account which accrues interest. Accordmngly, PG&E may include the jH'C

$210.2 million ERAM anount in rates at the time lt files 1ts 1988
attrition rate change.

=27 -
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Comments on the Proposed Decision of
he Administrative Law Juddge (ALJ)

The proposed decision of the ALY was served on the
parties on September 29, 1987. <Comments were received fxom PG&E,
PSD, and Union 0il Company of California (Union).

Fuel 0il Inventorv Volumes

PGLE takes exception to the ALJ’s reliance on the
quotation from PSD’s testimony set forth at page 24 of this
decision. :

PG&E states that the quote from PSD, while true, should
lead to a conclusion oppesite to the one drawn. PG&E and PSD agree
that gas is expected to be the fuel of choice on econonic. grounds.’
The calculations of fuel oil invantory take this fully into
account: fuel oil inventory is maintained only as a backup fuel,
in the event of curtailment of gas service?to»power‘plants or
contingencies affecting the delivery of gas to power plants.

According to PG&E, the draft decision’s apparent
reasoning is that low demand for oil in PG&E’s power plants, under
normal conditions and with cur:ent‘competitive'tuel prices, will
create a surplus of LSFO on the market, resulting in ready
availability should oil be needed. PG&E contends that this
conclusion is factually in error, and contradicted by the record.

We should point out that the ALY’s proposed decision does ‘

not state a reliance on a surplus of LSFO. Rather, PGLE infers
that this is the basis for the ALY’s reasoning. However, for
clarification we might add that with regard to the quotation c;ted
by PGSE, the ALY did give some weight to the sentence: “The demmrd
for oil is not likely to be strong.” And the conclusion drawn from

this statement is that the LSFO market is in a normal situation at’

this time. The ALY considered this element along with all the
other testimony in arriving at his recommendatxon.

PSD, responding to PG&E’S comments, notes that PSD
provided evidence showing that PG&E was able to obtain 285,000

- 28 =
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barrels of LSFO, originating in Singapore, with a total lead-time
delivery of 41 days. Also, PSD notes that two other major
California utilities have requested 60~day lead times, and further,
PGSE failed to provide any reason why Chevron could not provide oil
prior to a 90-day period. PSD submits that the record before the
Commission fully supports a 60-day resupply lead time.

Accordingly, PSD recommends that the-Commission.main:ain.the 60~day

resupply period as being reasonable.

In summary, we are not persuaded that PG&E needs more
than a 60-day resupply lead time. As we stated previoﬁsly, PG&E
may request that this issue will be reviewed if the LSFO market
deteriorates sigmificantly.

SGeothermal Steam Price |

Union requested that the ALJ’s propbsed decision be
modified to state that the revenue requirement therein is not a
Commission determination of the respective rights and:obligations
of PG&E or Union under their steam sales contract for the Geysers.
The contract between PG&E and Union is currently the fubject of a
lawsuit in California state court.. |

PG&E .and PSD note that for purposes of the revenue
requirement in this case, they estimated what was "believed to be
the appropriate costs undexr the Geysers steam contract with Unien
for the forecast period. PG&E and PSD submit that the cor;.*.:w.--c»ve::s:;r‘j
between PG&E and Union does-not requzre any changes to be made ;n g
the revenue requlrement in the ALJ’s proposed decmslon. )

Accordingly, we will state for the record that the
geothermal steam price included in the calculatlon of PG4E’S

revenue reguirement is simply an estimate and does not reflect anyf_

Commission interpretation of the PG&E/Un;on,contract.
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I . AER T in
In its comments on the ALJ’s proposed decision, PG&E

offered an altermative accounting proposal for the AER increase.

PSD supports PG&E’s proposal. We adopt this proposal and it is set

forth at pages 26 and 27 of this decision. 1
Corrections to Revenue

PSD noted two errors in the tables attached to the ALT’s
proposed decision. These corrections are reflected in the tables
attached to this decision (Appendix B).

Eindings of Pact , : ) o
1. For purposes of this'ECAC/AER forecast period which endsgfww§-'ﬁf
July 31, 1988, there will be no generation from Rancho Seco. o :
2. For purpeses of this ECAC/AER forecast period, Diable
Canyon Units 1 and 2 will achieve a 75% operating cycle capacity
factor. : -
' 3. For purposes of calculating the IER, the UEG gas rate
stipulation, Exhibit 10 adjusted to reflect the underlying '
volumetric change, should be used with the methodology in PG&E's
Exhibit 3, p. 3, Table 1, Case 2. ,
4. Large thermal QF. Projects Nos. 15 16, 24, and 25 will
provide zero gemeration durlnq the forecast perlod. o
5. A 50/50% split should be used to allocate energy
‘delivered by QFs less than 1 MW in size for purposes of this
proceeding. - | y
6. There should be no change to the present 91/9% ECAC/AEZR i
split. o . |
7. A 60~day lead time to estimate the reliability
requirement of PGLE’s fuel oil supply is reasonable.
8. There are certain inconsistencies in the use of
definitions by the parties in estimating resulting capacity factors'
of nuclear power plants. There is a need for consistency in th;s ‘
area to avoid waste af hearlng time.
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. $. For this forecast period, PG&E is entitled o
ECAC/AER/ERAM revenue increases on an annualized basis of $56.4
million, $3.5 million, and $210.2 million, respectively.
conglusions of Law

L. For PG&E’s ECAC/AER period August 1, 1987 to July 31,
1988, the resource forecast adopted should be as set forth in this
decision.

2. The adopted ECAC/AER/ERAM revenue increases for PG&E
should be deferred from inclusion in rates at this time. PG&E may
file tariff sheets for inclusion of the AER/ERAM amounts in rates
at the time it files its 1988 attrition rate change. The ECAC
amount should be included in PG&E’s next ECAC proceeding.

3. The adopted resource forecast should be the basis for the
production cost modeling in Phase 2 where we will determine PGSE’S
avoided cozt and IER :or'powcr delivered to PC&E from QFs.

4. The adopted ravenue reguirement, which includes an
estimate of geothermal ¢ steam cost, is not a Commission
determination of the respective rights and obligations of PG&E or

‘. Union under their steam sales contract for the Geysers.

S. 1In order to avoid waste of hearing time with regard to

definitions related to nuclear power plant operation forecasts, E&C

should issue a set of adopted definitions for use in future ECAC

proceedings. | o

INTERIM_ORDER v

IT IS ORDERED that:
1. TFor Pacific Gas and Electric Company (PG&E), the adopted
resource forecast for the period August 1, 1987 to July 31, 1988 1¢
as set forth in Appendix B. :
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2. PGSE is entitled to revenue increases related to its
Energy Cost Adjustment Clause (ECAC), Annual Energy Rate (AER), and
Electric Revenue Adjustment Mechanism (ERAM), as set forth in this
opinion. However, these amounts shall not be reflected in rates at
this time. . '

3. DPG&E is authorized to file revised tariff schedules at
the time it files its 1988 attrition rate change to recover in L
rates the AER/ERAM revenue increases adopted in this opinioa. i S

The revised tariff schedules shall comply with General Order 96-=A. ‘ ‘ -
This order is effective today. . .
Dated NOV'fL 31887 , at San Francisco, California. b

STANLEY W. HULZIT -
President
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APPENDIX B
Page 1
PACIFIC GAS AND ELECTRIC COMPANY

Enexcy Cost.Adjustment Clause

Line Revision Date: August 1, 1987
3 a4
Estimated  Estimated o
Steanm Plants ' ‘

1 Gas 197,213 $2.7234 $ 537 oszv(

2 Oil-Res;dual 2,136 . 2.8820 ‘ 6,156

3 Oil-Distillate 1,659 3.6950 _5_._13_9 ‘

4 Subtotal-Fossil 201,008 549,368"

5 Geothermal Steam Plants 9,852 .01612 158,859

6 Nuclear Steam Plants - 12,671 -.00904 114,562

7 Purchased Electric Energy 17,684 03371 596,169

8 Water for Power 12,558 4,089

9 0il Inventory Carrying Cost. , ‘ ),074

. 10 Write~down of Fuel Oil |
Inventory 6 64
11 Carrying Cost on Unamortized S Co !
Write-down 3;464

12 Standby Charges . N

13 Variable Wheeling 289

14 Total Energy Expenses f1;49$;2SO 

15 Less 9% of Energy Expenses(l) ___12&;222&/

16 Subtotal of Energy Expenses 1,360,677V

17 Diable Stipulation Agreement 13#;02q  '
18 91% of Excess O;l Inventory Carrying Cost . !
19 . '

Subtotal ' | - $1,497,701

{1) Line 14 x .09

(2) Factor is: .9854

(3) Line 22 x .00774

(4) At rates effective April 1, 1987

{5) In billions of Btu or in gigawatt-hours S S
. (6) In dellars per billion Btu or dollars per k:.lowatt—hour .

(7) Estimated as of July 31, 1987 : "

(8) Write~-down expense not included in allocat;on to FERC
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APPENDIX B
Page 2

PACIFIC GAS AND ELECTRIC COMPANY

Energy Cost Adjustment Clause
: 3 {0 R R :
Line Revision Date: August 1, 1987

-

Estimated ~ Estimated _ . ~;¢1j
Subtotal (from Page 1) .  s1,497, 701 vf“

Alloc. to CPUC jur;sdlctional
Sale(2) (8)

Energy Cost Adjustment Account
Balance

Subtotal

Adjustment for Franchise Fees and -
Uncollectible Accounts Expense(a)

Total ECAC'Revenue-Requirementj'
Total ECAC Revenue at Present- Rates(4)
CHANGE IN REVENUE REQUIREMENT

Line 14 x .09

Factor is: .9854

Line 22 x .00774" ' ‘

At rates effective April 1, 1987 °

In killions of Btu or in gigawatt-hours :

In dollars per ‘billion Btu or dollars per Xilowatt-houxr
‘Estimated as of July 31, 1987 = -

Write-down expense not 1ncluded in allocatlon to FERC
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APPENDIX B
Page 3

PACIFIC GAS AND ELECTRIC COMPANY
Adopted Annual Enerqgy Rate Revenue Requirement
—_— Test . ainning Avqust 1. 1987

$(000) -gf} —
Line o - ;
, — edated |
1 Carrying Cost of 0il Inventory $ 5,074 | .
2 "Est. Fuel & Purchased Power Expenses _;Lgﬂﬂl;rb5 v/w{”‘
3 Total Energy Ex#enses | -1,495;250f$/(f
4 9% of oil Energy Expenses(l) 134,57;&\95jﬁ
5 Alloc. to cpuc Jurlsdict;onal Sales(z)(S) 132,695NV/<?
6 Adjustment for Franchise Fees and Pi
Uncollect;ble Acqounts Expense(3) _____Jﬁgzz v/,’;
‘ 7 Total AER Revenue fRequiiemenf 133,722 \/,"'
8 ' Less AER Revenue Authorized(4) | ___139;52;¥ f;ﬁ
- 9 -CHANGE IN REVENUE REQUIREMENT ' . $ 3 189*Y//&

o
|

(1) Line 3 x .09

(2) Factor is: .9854

(3) Line 5 x .00774 :

(4) At rates effective April 1L, 1987

(5) Write-down expense’ not included in allocation to FERC

#* Revenue Requirement divided “‘ﬂ‘ﬁ ﬁ*,f
by sales: M$3,472/63,273,843 Mwh = .005¢/kWh SR e

‘ ’ : A : L
. ‘ o . R
l‘ll'} | | R
v

" (END OF APPENDIX B)

T
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APPENDIX A
Page 1

List of Appearances

Applicant: Shirxley A. Woo, Roger J. Peters, and Mark R. Euffman,
Attorneys at Law, for Pacific Gas and Electric Company.

Interested Parties: C. Hayden Ames, Attorney at Law, ror
Chickering & Gregoxy; Moxrison & Foerster, by m_&_m,mm and
W, Attorneys at Law, for California
Cogeneration Council:; David R. Brancheomb and Mark Henwood, for
Henwood Enexrgy Services, Inc., Santa Fe Geothexrmal, Inc., Union
0il Company of California, and Independent Enexgy Producexs.
Association; Robexrt E. Burt, for California Manufacturers
Association; Kaxen K. Edson, for XKE and Associates; Exic

, for Transwestern Plpeln.ne., Inc.; Michel Peter Florie,
Attorney at Law, and Sylvia M. Siegel, for Toward Utility Rate
Normalization; W, Attorney at Law,\ for ‘
California Farm Bureau Federation; Graham & James, by Martin 2.
Mattes, and David S. Marchant, Attorneys at lLaw, for Amerada
Hess Corporation; _m;m_um for JBS Energy, Inc..
Moxrse, Richard, Weisenmiller & Associates, by
for Bob Weisenmiller:; Kenneth Pickett, for Independent Power
Corporation:; John D. Quinley, for Cogeneration Service Bureau;

and Bruce Reed, Attorneys at Law, for Southerm
California Edison Company; D_QMM, for Association of
California Water Agencies; Chris Siemens, for Power Users o
Protection Council: Gary D, Simon, for El Paso Natural Gas:

. » for Unocal Corporation: James Squeri and Dav::.d ‘

Simpson, Attorneys at I.aw, for Armour, St. John, w:.lcox, “Goodin -

& Schlotz; Downey, Brand, Seymour & Rohwer, by Phili b

and Christopher Ellison, Attormeys at Law, for Industr:.a.L Users:

John K. Van de Kamp, Attcorney General of the State of

California, Andrea Sheridan Orxrdin, Chief Assistant Attorney o
General, Michael J. Strumwasser, Special Counsel to the Attorney: ,
General, by Maxk J. Urkarn, Deputy Attorney General, for State of - . ..
Callforma, Q;an_&__;gmm Attorney at Law, :‘.’or San F*ancn.sco " ;
Bay Area Rapid Transit District; Harry K, Winters, for

University of California:; Matthew Brady. and mmm_n, ‘
Attorneys at Law, for California Department of General Se mces,
Messrs. Biddle & Hamiltorn, by Richard L. Hamilton, Attormey at

Law, for Western Mobilehome Association: Sara Hoffman, for

Contra Costa County:; Reedl V. Schmidt, for Califormia Street

Light Association; Hart, Neil & Weiglexr, by Michael P. Al¢antar .
and Qlvde E, Hirschfeld, Attorneys at Law, and Drazen-Brubaker &
Associates, Inc., by Dg»mu.u,_mhggnmx for cOgenera.tors ot

r
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List of Apnearances

Southern California; Hanna and Morton, by Douaglags K. Kernex,
Attorney at Law, for Santa Fe Geothermal, Inc., Union Oil
Company of California, and Independent Energy Producers
Association; and Barbara Barkeovich, for self:; interested
parties.

Public staff Division: PBud Aldexson, Msr_m.ugnm, Attorneys
at law, and Mahendra Jhala.

(END OF APPENDIX A)
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APPENDIX B
Page 1

PACIFXIC GAS AND ELECTRIC COMPANY

Energy Cost Adjustment Clause
i v Requirenent
Line Revicion Date: August 1, 1987
iods ve inni st 1, 1987

Estlmated ! i : ;f~ff
Quantity (5) ! - $0000Y ..
Steam Plants 7

Gas 198,054 |  $2.7199 $ s538,686"
011—Re51dual 2,136 2.8820 6,156 .
Oil-Distillate 2,078 | 3.7064 R A A

Subtotal-Fossil 202,268 | 552,544

S0 o

Geothernal Steam Plants 9,852 .01612 158,859
Nuclear Steam Plants 12,671 -00904 114,562
Purchased Electric Enexgy 17,684 .03371 596,169
Watexr f£or Power 12,558 4,089
Oil Inventory Carxrying Cost : 5,074z
Write~dewn of Fuel 0il ‘ ‘ .
Inventery
Carrying Cost on’ Unamortzzed
Write=-down
Standby 'Charges
Variable Wheeling

COVOINAM & W

SO
P

P
(KR

P
o

Total Enerqgy Expenses

P
»

Less 9% or Enexrqgy Expenses(l)
Subtotal of Energy Expenses

PP
e B )

Diable Stmpulation Agreement
91% of Excess 0il Inventory Carrying Cost

Subtcmal

PP
v ®

Line 14 x .09

Factor is: .9854

Line 22 x -00774

At rates effective April 1, 1987

In billicns of Btu or in gigawatt-hours

In dollars per billion Btu or dollars per kilowatt-hour
Estimated as of July 3Xx, 1987

Write=-down expense not lncluded in allocation to FERC




[
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PACIFIC GAS AND ELECTRIC COMPANY
Energy Cost’Adjustment Clause

oV
Line Revision Date: August 1, 1987 ‘

Estimated Estzmated ‘
MMM

19 Subtotal (from Page 1) ' $l 500 592

20 Alloc. to CPUC jurxsdlctlonal | ‘i-‘ 1? ';f
Sale(2) (8) l,4ﬁ9}559‘ RN

21 Energy Cost Adgustment Account P o
Balance : D ——18.908(7

22 subtotal | 1,498,467 ..

23 Adjustment for Franchise Fees and : ‘.1":«fﬁ

. Uncollectible Accounts Expense(3) —_—1l 228

24  Total ECAC Revenue Requifemeht ' 1,510;065 ¢ ;e

25 Total ECAC Revenue at Present Rates(4) - =;.g§:;§z§;$ﬂﬂﬁ

26  CHANGE IN REVENUE REQUIRE}ENT o $ 56,430 ¢

(1) Line 14 x .09

(2) Factor is: .9854

(3) Line 22.% 00774

(4) At rates effective April 1, 1987 :

(5) In billions of Btu or in gigawatt-hours

(6) In dollars per billion Btu or- dollars per kllowatr-heur
(7) Estimated as of July 31, 1987 :

(8) Write~down expense not included in allocation to FERC

® {




L4

A.87-04-005, A.87-04-035 /ALY/BDP/3t

APPENDIX B
Page 3

PACIFIC GAS AND ELECTRIC COMPANY

Adopted Annual Energy Rate Revenue Requirement
$(000)

Carrying Cost of 0il Inventory
Est. Fuel & Purchased Power Expenses
Total Energy Expenses ' 1
9% of Oil Energy Expenses (1)
Allec. to cbuc Jurisdictional Sales(2) (5)

Adjustment for Franchise Fees and
Uncellectible Accounts Expense(3)

Total AER Revenue Requirement

,498,426 |
134,858

132,976 |

134,005,

Less AER Revenue Authorized(4) 130,533

CHANGE IN REVENUE REQUIREMENT

Line 3 x .09
Factor is: .9854
. Line 5 x 00774
At rates effective April 1, 1987
Writo-down exponse not includod in allocation to FERC

* Revenue Requirement divided
by sales- M$3,472/63,273,843 Mwh = .005¢/kWh

(END OF APPENDIX B)
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Decision

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Appllcatlon of Pacific Gas and
Electric Company for Commission
oxrder finding that PG&E’s gas and
electric operations during the
recasonableness roview period from
February 1, 1986, to Januvary 31,
1987, were prudent.

Appllcatlon 87=04=005
(Filed April /7/ 1987)

(U 39 M)

Application of Pacific Gas andl
Electric Company for authority
to adjust its electric rates
effective August 1, 1987.

(See Appendix A j:;,appeaxances-)
‘ INTERIMAQPINION

Bnéee_l

Application 87-04-035
(Filed April 21, 1987)

el o il M N N Nl Nl N Nl o N Nt el o P

This decision revrews,PaClrxc Gas and Electric Compeny s
(PG&E) electric sales and elated fuel and enexgy costs for the
forecast period August 1/ 1987 to July 31, 1988. The Commlselon
concludes that PGLE is entitled to electric revenue increases to
Enerqy CQst‘Adjustmegl Clause (ECAC), Annual Energy Ratex(AER), ‘and
Electric Revenue Adjuastment Mechanism (ERAM) on an annualized basl»
of $56.4 million, $3.5 million, and $210.2 million, respectively,‘f
for a total of $3j6 1 million. However, for reasons which are set
forth, these increases are deferred and w111 not be reflected in
increased ratea(at this time.

The/§56.4 million amount relates to a 91% portion of
fuel and energy related expense increase for the forecast period
overed by E’s ECAC.
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The $3.5 million amount relates to the remaining 9%
portion of fuel and energy related expense increase covered by
PG&E’s AER.

The $210 million amount is to offset underrecovery of ‘
fixed operation and maintenance costs (excluding fuel) resulting ;//
from lower than forecasted sales, as covered by PG&E’s ERAM.

%

For purposes of PG&E’s August 1, 1987 to July 314{1988
ECAC/AER forecast, this decision decxdes the contested,;ssues as
follows: /

I. Nuclear Plant Operations: ’//

-~

A. Rancho Seco will provide zero/éenération Lor the
forecast period.

B. Diablo Canyon Units 1 and’ 2 will achieve a 75%
operating cycle capacxty !actor.

IX. For AER revenue‘requ;rement«purposes, the UEG gas
rate stipulation, Exhibit 10, should be used to
calculate Incremental/Enerxgy Rates (IER) in

‘ accordance with the methodology in PG&E’s Exhikit 3, & .
P- 3, Table 1, Cas 2. For Phase 2 IER calculation, = - v
parties may adjust Exhibit 10 to reflect the L Db
underlying volumetric change.

III. Large thermal/Qualifying Facility (QF) Projects Nos. =
15, 16, 24, And 25 will provide : ero-generatxon o o
during t::/torccant poriod.‘ ‘ RN

IV. A. QF enerqgy delivered under Energy Payment Option 3

' (EPO 3) of Standard Offer 4 (SO 4) should be'
. treated as: receiving fixed payments for purposes .
‘ of this proceeding.

“
1

| B. /A 50/50% split (fixed versus var;able) should’ be
used to allocate energy delivered by QFs less ,
than 1 megawatt (MW) in size for purposes of. th;s

proceeding.
VJ//There should be no change to the bresent 91/9%
ECAC/AER sp¢it.

VI. 'A 60-day lead time to estimate the reliability

requirement of PG&E’s fuel oil ‘supply is. reasgnable_: [
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The proposed change to PG&E’s ECAC/AER revision. .dates
will be addressed in a separate decision.

/.,

The Commission adopted a new resource forec&st for

PGLE’sS 1987/88 ECAC/AER. A summary of this forecast

is set forth in Exhibit B. f“ '
,‘!

Foxr the forecast period, the Commission adopted
ECAC/AER/ERAM revenue increases of $56.4 million,
$3.5 million, and $210.2 millicn,,reSpectxvely.
However, these amounts are deterred and will not he
reflected in increased rates agwthzs time.

Brocedural Sumnary ,fx B

Following a prehearing conferenéé-on.April 30, 1987 and
13 days of evidentiary hearings betweenfJune 22 and August 7, 1937J
Phase 1 of these consolidated proceedings was submitted upen £ilin§
of concurrent briefs on August 11,|;§87. Briefs were submitted by
PG&E, the COmmzss;on’s Public St%pﬁ Division (PSD), the California
Cogeneration Council (CCC), and consortxum consisting of Santa Fe
Geothermal, Inc., Union 0il Company of Californza, and xndependent
Enerqgy ‘Producers Association (SF/U/IEP). The CCC and SF/U/IEP ‘
represent the interests of yarious QF projects that sell power to -
PGSE. In addition to PG&Efand PSD witnesses, Kathleen Treleven oir
Morse, Richard, Welsenm;I&er & Associates presented testimony on
behalf of CCC, and Mark/ﬁenwood of Henwood Enerqy Services, Inc..
(HESY) presented test mony on behalf of SP/U/IEP.
Backaround Information

Payments/to QFs for power generated is based on PGLE’s
avoided energy costs which w;ll determlne the IER in this '
proceeding.

The value of QF power is equal to the utility‘’s avoxded
costs, i.e. the costs of the resources that the utility would have .
relied upon but for the power provided by QFs. Because competmng L
resources have a range of costs, the underlying assumptions
concerning the balance of loads and resources have a critical

impact on the determination o: the value of QF power. In this
/ .
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o0il sale losses and gains. The ratemaking/accounting issues will
be addressed in a separate decision. The difference in fuel oil
inventory volumes is addressed here.

PG&E has recommended a forecast oil inventory volume of &
million barrels: the PSD recommends 5.65 million harrels. The
difference is entirely due to different assumptmons by PG4E and PSD
regarding the time needed to resupply fuel oil// PSD proposes to
use 60 days:; PG&E contends that 90 days shoui& be used. The 30-day
difference between PG&E and PSD translates/into-the need for an ‘
additional 350,000 barrels of oil to-protect reliability of service
under possible adverse conditions. |

PG&E peoints out that the resupply time assumption is
primarily of concern during the wlnter months. It is during those '
months that fuel oil supply requbrements peak and the utility couldr
incur unplanned extraordinary fgel oil burns. If those winter -
burns occurred, the utility would need to obtain additional oil
supplies in time to meet subéequent winter months’ reliability
needs since adverse conditions in these later months could requxre

further oil burns. Ther ore, the oil resupply time’ assumption
must be viewed in terms/of winter period conditions.

Further, PGGE states that the resupply time assumption
must also be based of the time needed to secure .5% sulfur oil.
since that is the t&fegoz oil PG&E must use in all its steam plants
except Humboldt Kern. According to PG&E, this particular
sulfur Specifica ion plays an important role in limiting likely
sources for tué oil and determining the time ﬁeeded.tb\resupply\
PG&E’s oil inyentory. ‘ v

PSD’ states that its 6o-day lead time'recommendatxon stemS“ ‘
from numerod; factors. : ‘ - : |

/Particularly, PG&E notes that in response to a PSD data "
request//PG&E replied as follows: o

#The ' Company’s only LSFO cargo purchase since
deliveries under the Chevron contract were
discontinued in April 1982 was the spot
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increase of $210.2 million, it should receive an AER increcace of
$5.8 million.

Further, PG&4E stated that it proposed to forego its
August 1, 1987 ECAC adjustment because of the uncertainties
affecting the gas rate for electric utilities in the COmmlss;on’s
gas OII/OIR proceeding. According to PG&E, depend;ng on the
Commission’s final decision on the gas rate issues, there can be

laxge swings in the needed revenue requirement./ PG&E believes that

the qreat uncertainty created by these mattens warrants foregoing
any ECAC revenue requirement change at prg;ent.

As discussed previously; we ¢ luded that there should
be no change in the present 91/9% ECA65Kz;.$plit for forecasted
energy expense. Having decided this ‘&votal issue, we now turn to
the ratemaking treatment for the ECAC/AERJERAM components.

ECAC

We note that the Au
wishes to forego is estimated at $5614 million (Appendlx B). we
conclude that a revenue sh| fall of this magnitude can be
accommodated in the ECAC'balancing account without causing severe
future rate shock. Accoxdingly, we agree to PG&E’S proposal to

forego this ECAC adjufyment. The resulting undercollection will be
carried in the ECAC balancing account for amortization in the next

ECAC proceeding.
AER

inclusion/in rates at. the same time as its 1988 attrition rate'
change tariff tiling. This amount should be adjusted to-rerlect
the etﬂective date of this decision and be accounted for on a

t 1, 1987 ECAC adjustment that Pc&z:-» 4

The adopted AER revenue incxease amounts to $3.5 million =
on an annualized/basis.‘ It equates to a unitorm increase of 0. 005¢:
per kwh (Appeedix B). | uj L

We conclude that a rate change of| 0.005¢ per kWh does mot .~ .. i
justify the/administrative burden involved in changing rates. 'PG&E '

should caryy this amount in its ECAC balancing account for later. !




A.87-04-005, A.87=04=035 ALJ/BDP/jt

uniform 0.005¢ per kWh basis. Accordingly, this AER increase will
not be reflected in rates at this time.

ERAN yd
With regard to PG&E’s requested ERAM increo;e/ot $210.2
million, PSD’s auditor, having audited PG&E’s accounts, takes no

exception to this amount. She states that the amount recquested is

primarily a result of the difference between fofgcasted and
recorded kWwh sales. Specifically, sales wegp/iorecasted to be 72.2
billion kWh as compared to actual sales of£/61.7 billion kWh for the
record period. This represented a 17% dxé;orence-between recorded
and forecasted sales. As a result, thﬁ/ERAM:balanoing account
reflected an undercollection {(p. 3 -2”Exhibit 8).

We will adopt the $210.2 illion ERAM increase as
reasonable; however, since PG&E/ 11 shortly be £iling a request
for an Attrition Increase/Decrease foxr 1988, and since we wish to
avoid multiple rate changes, e will defer inclusion of the ERAM
increase in rates at this e. We might mention that PG&E will
not be ”out-of-pocket” sinmCe, unlike the AER, ERAM has a balancxng

/ -
account which accrues interest. Accordingly; PG&EWmay include the-

$210.2 million ERAM amoﬁnt in rates at the time it f;les 1ts 1988
attrition rate chang .

Eindings of Fact |

1. For purposes of this ECAC/AER<£orecast period which ends
July 31, 1988, there will be no generation from Rancho Seco.

2. For pé:poses of this ECAC/Ang‘toreoast poriod, Diablo
Canyon Units Y and 2 will-achieve~a‘75%;operating cycle oapacity
factor. :

3. r purposes of calculating the IER, the UEG gas rate
stipulatio Exhibit 10 adjusted to-retlect the underlyxng
volunetric change, should be used with.the methodology in: PG&E'
Exhibit/ 3, p. 3, Table 1, Case 2. _

j//. Large thermal QF Projects Nos. 15, 16, 24 and 25 will
provide zero generation during the forecast period,

i

- 27 - o | | f‘}i'
|
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e

5. A 50/50% split should be used to allocate energy
delivered by QFs less than 1 MW in size for purposes of this
proceeding.

6. There should be no change to the present 91/9% ECAC/AER
split.

7. A 60-day lead time to estimate the reliability
requirement of PG&E’Ss fuel oil supply is reesonaﬁie.

8. There are certain inconsistencies in/ghe use of ‘
definitions by the parties in estimating resulting capacity ractor’ .
of nuclear power plants. There is a need/for consistency in this
area to avoid waste of hearing time.

9. For this forecast period, BGAE is entitled to
ECAC/AER/ERAM revenue increases on annualized basis of $56.4
million, $3.5 million, and $210.2/million, respectively.

1. For PG&E’s ECAC/AER/pericd August 1, 1987 to July 31,
‘1988, the resource forecast adopted should be as set forth in thJ.S
decision.

2. The adopted ECAC/AER/ERAM,revenue increases ror PG&E
should be deferred f£ro inclusion in ratos at this time. PG&E may”
file tariff sheets :o inclusion of the: ABR/BRAM amounts in rates :
at the time it tiles its 1988 attrition rate change. The ECAC
amount should beliﬁcluded in PG4E’s next ECAC proceeding.

3. The adopted resource forecast should be fthe basis for the‘f
production cost(modeling in Phase 2 where we will determine PGLE’S
avoided cost and IER for power delivered: to—PG&E from QFs.

4. :?/2:der to avoid waste of hearing time with regard to o
definitio%' related to nuclear powexr' pladt operation forecasts, E&Ci_l;j
should igsue a set of adopted detinitions<for use in future ECAC. '
proceedings. o :




-
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QR DER

IT IS ORDERED that:

1. 1% Pacific Gas and Electric Company (PG&E)Y, the adopted
resource forecast for the period August 1, 1987 to/July 31, 1988 is
as set forth in Appe\ndix B.

2. PG&4E is enbtitled to revenue increases related to its
Energy Cost Adjusment\clause (ECAC), AnnuaX Energy Rate (AER), and/
Electric Revenue Adjustme\m: Mechanism ( ), as set forth in this/
opinion. However, these amounts shall jylot be reflected in rate
at this time. _ ‘ ‘;

3. PG&E is authorized to fil¢/ revised tariff schedules at
the time it files its 1988 attritidn rate change to recovef in
rates the AER/ERAM revenue i‘n&:rea/ses dopted in this opini ‘
The revised tariff schedules B}x‘all comply with General/Order 96-A.

This order is e:ze' ive 1:<:»<:lz'.\y.\xY
Dated _ NOV 1 3 & , at San\Fran
| '/ STANLENW. HULETT

)/ | Presicent
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9. For this forecast period, PG&E is entitled to
ECAC/AER/ERAMM revenue increases on an annualized basis of $56 4
million, $3.5 million, and $210.2 million, respect;vely.
conclusions of Law

1. For PG&E’s ECAC/AER period August 1, 1987 to, uly 31,
1988, the resource forecast adopted should be as set Aoxth in th;s
decision.

2. The adopted ECAC/AER/ERKM revenue incredses for PG&E
should be deferred from inclusion in rates at tiis time. PGLE may
file tariff sheets for inclusion of the AER)NH- amounts in rates
at the time it files its 1988 attrition rate/change. The ECAC
amount should be included in PG&E’s next EZAC proceeding. '

3. The adopted resource forecast ould be the basis for the
production cost modeling in Phase 2 wheXe we will determine PG&E’s
avoided cost and IER for power delive ed to PG&E from QFs.

| 4. The adopted revenue requirément, which includes an
estimate of geothermal steam cost,/is not a Commission , N
determination of the respective ‘ghts and- obligations or PG&E or -
Union under their steam sales cgntract for the Geysers.

5. In order to avoid wyste of hearlng time with regard to .
definitions related to nucledr power plant operation forecasts, E&C“
should issue a set of adop ed de:xnxtions :or use in future ECAc
proceedings.

1. FPor Pacific Gas and Electric Company (PG&E), the adopted
resource forecast/for the period August 1,- 1987 to July 31, 1988 15
as set forth in Appendix B.




