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Decision 91-07-009 July 2, 1991 nuL 3 1991
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE or CALIFORNIA

- OBIBEAL

“\Applicatlon'90-04-003
. (Filed April. .2, 1990) .. . .

Applxcatzon ot RACIFIC GAS-AND o
ELECTRIC COMPANY for Authority to
Adjust its Electric Rates Effective
November 1, 1990; and for Commission .
Order Finding that PG&E’s Gas and
Electric Operations ‘during the . -
Reasonableness Review Period from
January 1, 1989, to December 31
1989, wererPrudent.
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(Appearances are listed in Decisions 90-10-062 and 90-12-066.):.. '

L S
Adrian Hudson, for Callfcrn;a Gas Producers -
Association, 1nterested party.

- Attorney at Law, for
the Dzv;smon of Ratepayer Advocates.

. The Commission ¢oncludes that thcgelectric,systemv‘c
operations of Pacific Gas and Electric Company (PG&E{ wéféWM
reasonable in 1989, except that reviews of parts of PG&E’ . ’
operations have been deferred for future hcarzngs 1n thls and lu
other proceedmngs- This decision does not. address the - o
reasonableness of special electr;c contracts, gas. system,costs,
certain gas-related electric system costs, operatlons at PGSE’S
Geysers Unit 15, PG&E’s response to steam curta;lments at the . o
Geysers Power Plant, or the revenue requlrements.assoclated w1th'l
PG&E’S Low Income Rate Assistance (L:R@),p;ogxamf_.th
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2. Backaround - .
PGSE filed thrs appllcatlon in accordance wuth the Energy

Cost Adjustment Clause  (ECAC) and other ‘offset provns;ons of 1ts
tariffs. The proceedxng is also govorned by the COmmLasion 5 rate "
case plan for energy cost offset proceedlngs. , o

Two earlier decisions in this proceedzng, Declszon (D )
90-10-062 and' D.90-12-066, adopted PG&E’s ECAC revenue = =
requirements, qualifying facility (QF) payment factors, and .
electric revenue alleocation criteria. This decision addresses
PG&E’s request for a finding that its 1989 gas and electric
operations were reasonable, but does not complete the COmm1551on s
reasonableness review. The Administrative Law Judge ruled- that
special electric contracts and gas-related costs will be considered
in future decisions in this proceeding, and that operations at
PG&E’s Goysers Unit 15 wmll be consxdered in conjunctxon with
Investigation (I.) 90-02-043, which was instituted by the
commission after PG&E removed Unit 15 from service. -
2.__The Evidence

The only parties to submit testimony were PG&E and the
Commission’s Division of Ratepayer Advocates (DRA). PG&E submitted
a ”Report on Reasonableness of Operations” to demonstrate the '
reasonableness of energy costs'incurred“in‘the'record"period. In
addition to subjects that have been deferred, the report reviews
PG&E’s resource utilization, steam plant performance, petroleum
fuels management, ‘QF contracts,admzn;strat;on, and the LIRA
- program. The report includes an appendix’ descrmbrng settlement ot ’
a d;spute between PG&E and the Sacramento Municipal Utilities -
District (SMUD) concernlng purchases or capaczty trom SMUD's Rancho™
Seco Power Plant. ' ' o ST AR

DRA’S Fuels Branch and Energy Resources Branch' determined
that PG&E’s operation of’ hydroelectrmc generation plants; cycling:-
of dase-load fossil fuel plants; QF purchases; fuel oil inventory
management, including prices paid for purchases and average




A.90-04=003 ALI/MSW/jft

inventory levels; .and fuel oil burns.related to economic .
curtailments were reasonable. DRA also determined that PG&E’s:!
fossil fuel generating units complied with the Thermal: Performance
Standard--adopted by the Commission.. . DRA believes that PG&E. " |
operated its.geothermal generating: units at the Geysers:Power:.Plant .
(excluding- Unit 15) reasonably, but notes that a review of PG&E’s
actions in response to steam supply problems at the plant was . | . 7~
deferred to the next ECAC proceeding by D.89=05-064.0. . . ..

DRA states that it cannot judge the reasonableness of
purchased power expenses, because they are tied to gas prices, .
until PG&E completes an ongoing investigation of its gas
procurement practices. Similarly, DRA cannot complete its review -
of gas curtailment fuel oil burns untzl the gas investigation is
completed. SR ‘ cormn Lo
~DRA!5fEnergy Research andenalysis Branch-audited«.nmx-w~
balancing;account,transactions,-reviewedwbalancing\accouﬁts.ror:
compliance with Commission directives, conducted test checks of : . .
energy-related purchases and expenses, and reviewed other financial.:
and accounting records. The Energy Research and: Analysis:Branch -
subnmitted a separate report describing the audit results. ..
4. Discussion - LT L e

There are no contested issues between the parties. . The
matters to be decided are whether PG&E’s. electric system operations
during the record period should. be: found reasonable and whether
specific DRA recommendations should be adopted.

l’

The evmdence'clearly shows that. except for deferred
matters, PG&E’s electric system operations during the record perzodz.
were reasonable. DRA’s Fuels Branch and Energy Resources Branch .
conducted a comprebensive review of- PG&E’s operations. and- concluded -
that PG&E operated its electric system in a prudent manner during .
the 1989 record period. In its audit repoxt DRA states that it -
takes no exception to recorded expenses for purchased power, fuel
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0il, nuclear ﬂuel, and geothermal ‘stean . (other than for- Geysers'':

Unit 15). . . e ) Ll e e Dl L

'DRA’s audit included. an examination of: the settlement. of -
a 1986 PG&E claim against SMUD for the return of excess capacity -

payments. Based on the audit and supplemental’ information’
furnished by PG&E and SMUD, DRA concluded that it is reasonable for:
PG&E to recover a previously disputed amount in rates, through a: -
debit to the ECAC balancing account. DRA confirmed that PG&E' -
received $15 million worth of excess: capacity from SMUD in 1985,

but will collect just $7 3 mmlllon from. ratepayers for that.excess

capacity.

.. By D.89=07-062" and’ D.89-09-044" the: Commission ordered " 't

energy utilities to give qualifying low=-income ratepayers a-.1S5% '~~~

discount on their energy bills. The costs of this LIRA program are

collected through a surcharge which is. accorded balancing:-account: - -

treatment. Ordering Paragraph 12 of D.89-09-044. directed- the: .
Commission Advisory and Compliance Division (CACD). to: make: a " "
comparison of LIRA program administrative costs and participation -
rates among utilitices and to rocommend any’ necessary: program.
modifications. DRA states that because the CACD report was not -
available when its testimony was filed, a‘ review of the "

reasonableness of PG&E’s LIRA revenue requirements: must necessar;ly

be delayed to the noxt ECAC proceeding. Our order. will

specifically provide for this delayed review. S
Steam supply curtailments at the Geysers Power Plant are
of great concern to DRA because of the higher cost of- alternmative

sources of power. Because a review of the reasonableness of PG&E’s "

response to steam supply problems has been deferred to'the 1990
record period proceeding (by D.89-05-064), DRA is still

investigating those problems. DRA recommends that PG&LE ¢ontinue to

provide information about curtailments in quarterly reports to-DRA.
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Ordering Paragraph 2 of D.89-05-064 already recuires PG&E
to furnish DRA with quarterly reports on Geysers’ curtailments for
a period of two: years from the June 25, 1989 effective'date of that
decision. DRA presents us with no reason to‘réquite continuation
of the guarterly reports after that two-year period.. The.l1l990
record period (and earller record permods for Geysers' steam
curtailments) will be reviewed in Appllcatzon (A.) 91-04-003, filed
by PG&E on April 1, 1991. Under the rate case plan for enexgy
utilities (D.89-01-040, Append;x D), DRA’s reasonableness testimony
is due on July 30, 1991. We see no reason to require automatic
filing of reports after that date. Of course, expiration of the
requirement for quarterly reports will in no way affect DRA’s -
ability to obtain any information that ‘it needs from PG&E. . ..

DRA recommends a change in the calculation of PG&E’S ruel:-
oil inventory carrying costs. DRA believes that the. calculation
should reflect any newly adopted inventory level and purchase price.
on the later of the ECAC revision date or the effective date of an
ECAC decision. PG&E joins in the recommendation. ® R .

The joint recommendation is appropriate.and we: w;ll ndopt;.
it. To avoid confusion, we clarify that *ECAC decision” refers to -
a decision which adopts.a forecast of ;nventory level -and- price for
fuel oil. _ - _ e e e
5, _Propoged Decisiopn ST e L e a o

The Administrative law Judge’s proposed decision was:
filed with the Commission and served on the parties on--May: 24,
1991. No comments have been received. The findings,. opinion, and
order made in the proposed decision are confirmed by.this decision.,

1. DRA reviewed PG&E’s operations for - the record: period: .-,
January 1, .1989 to December 31, 1989 and concluded that: .
: a. . PG&E operated ‘its hydroelectrlc-generation
‘ plants reasonably.l S L

PG&E acted reasonably-;n cyclxng zts base— L
load fossil fuel plants.

PG&E’s QF purchases were reasonable.

PG&E’s fuel oil inventory management,
including prices paid for purchases and
average inventory levels; and fuel oil
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burns.related to economic. curtallments*were
reasonable.,,,, \ L e

R
RPN

‘e. PG&E’s operation of fossil .-fuel generating: ... -
- units was in compliance with the Thexrmal
Performance Standard adopted by the ~ ~
-Commission and -therefore was,reasonable.

PG&E’S operation of 1ts geothermal

generating units. at the Geysers Power Plant = .

(excluding Unit 15) was reasonable. . . . ..

2. PG&E received $15 million worth of excess capaclty'rrom
SMUD in 1985, but, under terms of settlement of a dispute .with-
SMUD, PG&E will collect just $7 3 million from ratepayers for that .
excess capacmty. : e e
- The reasonableness of special electric contracts,. gas -

system costs, purchased power expenses, and gas curtailment fuel
oil burns will be considered in future decisions in this- N
proceeding. Operations at PG&E’s Geysers Unit 15 will be
considered in. a separate phase which is consolidated with "
1.90~-02-043. : ' ColnEon

supply problems at the Geysers Power Plant was dererred to the 1990
record period ECAC proceeding by D.89-05-064. VR T A

S. The review of PG&E’s LIRA program revenue. requlrements
could not be completed in this proceeding.. PR S

6.  D.89-05-064 already requires PG&E to .furnish DRA with
quarterly reports on Geysers’ curtailments for a perxod’of two:
years after June 25, 1989, and it is not necessary tow:gquxre
automatic filing of reports after that date. : : :

7. DRA and PG&E agree that the fuel oil- ;nventory'cost
calculation should reflect any newly adopted inventory level and
purchase price on the later of the ECAC revision date or the
effective date of an ECAC declsxon.f LT o

" The reasonableness of PGLE’S actlons)Ln,response to .steam
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1. PG&E’s electric system operations and- expenses durlng the“
1989 record period were reasonable; however. the- reauonablenees of
special- electric contracts, purchased power- expenses, - gas ' a
curtailment fuel oil burns, Geysers Unit' 15 operations,’ PG&E'
response to steam curtailments at Geysers, and LIRA revenue o
requirements cannot be determined at present. ' .

2. It is reasonable for PG&E to recover $7.3 millien in
rates, through a debit to the ECAC balancing account, in connection
with the settlement of a dispute with SMUD for the return of excess

capacity payments. _

3. The rev;ew of PG&E's revenue requirements associated with
its LIRA program should be completed in the PG&E’s next ECAC
proceeding. "t -

4. There is no need to require continuation of quarterly
reports on steam curtailments at the Geysers Power Plant.

5. PG&E’s fuel oil inventory carrying cost calculation

should reflect any newly adopted inventory level and purchase price
as of the ECAC revision date or the effective date of an ECAC
decision, whichever is later.

6. This proceeding should remain open for consideration of
matters that have been deferred.

O‘I\ .‘-..“_',. . '

“IT XS” onommn tnat._‘ :
Paclt;c ‘Gas and Electrac Company’s (PG&E) revenue
requxrements assoc;ated wath its Low Income Rate Assistance progran

shall be-revxewed 1n\PG&E's next Energy Cost Adjustment Clause
(ECAC) proceecnng..., *\ Lo

_'*2;”'PG&E shall calculate its fuel oil inventory carrying

costs” by 1nc1ud1ng any newly adopted inventory level and purchase
price as: ot the ECAC forecast perxod revision date or the effective
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date of an ECAC decision which authorizes an invento:yvlgvelﬁandgmfx;
price, whichever is later. .. . ... oo st L TRD

i

3. A.90- 04 003 rema,:.ns open ror consn.deratn.on of., ..pecmal
electric contracts, gas. system issues-.and gas-related. electric: . .
system issues: and Geysers Unit. 15 .issues, which are consolxdated_pg;
with I.90-02-043. . o P A T e S

Thl orxder becomes e:tect.we. 30 days f.rom .today ..
Dated July 2, 1992, at; San- Francisco, California.
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PATRICIA M. ECKER‘I‘
President
G. MITCHELL WILK'W"™
JOHN-.B. OHANIAN. ...~
DANIEL Wm.
©o NORMAN D
commissioners .-, wmoee
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