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and Relaté&‘M&tter.“

, - This decision denies-approval of. .a “Settlement-Agreement . -
for PG&E Non-Firm Rate Proceeding” (Settlement), filed.Jznuary;l8,-
1991 by several parties tc the test year: 1990 general -xate.case
(GRC) of Pacific Gas and Electric Company (PG&E). Furthex. .. R
evidentiary bearings on the prepared testimony of the: parties. w;ll;,n
be convened. e et e
2. Procedural Backqround . I VA PP AR gy N

In Decision (D.) 89-12-057%.the Commissien ordered PGSE ..

to submit a study and proposal on nonfirm electric rates.. .In - ... . .
addition, the assigned Administrative Law Judge (ALJ) was ordexed .- -.
to arrange for informal meetings-oxr formal: hearings, as. necessary,-
to refine PG&E’s nonfirm electric rate incentives, which are - . -
discounts, below firm sexrvice: rates in;exchangé for possible ...
curtailment by PG&E or interruption .due-to- system instability.

- PG&E submitted its ”Final.Study and Report”.at the end of
June 1990. A prehearing conference was convened:- by ALJlaames-Weilm
on August 30, 1990. By ruling dated . September 11, 1990 the-ALY .

. 1 34 CPUC 2d 199, 440 (1989).
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adopted a procedural schedule which called for prepared testimony °~
and evidentiery hearings. The' schedule”anticipated revised rates ™ =
effective May 1, 1991, in conjunction with, rev;szons ordered
separately in the ”“rate window” phase. of tn;skproceedlng. DT nLu Ll

~On.January 11, 1991 several partles actlve Ln th;s phase S
of the preceedzng filed a ”"Notice of Settlement cOnrerence
(Rule 51.1).”  The: partzes are PG&E, the Commission’s Division of
Ratepavyer Advocates (DRA) Callrorn;a large Energy. Consuners. .
Association (CLECA), California Manufacturers Aasoci;tiepe(ch),\ .
Industrial Users, Federal Executive Agencies. (FEA),..and. . ..o minen
Cogeneration Service Bureau (CSB). The settlement conference was
scheduled for January 18, 1991. .- T

Oon January 14, 1991 the ev1dent1ary hearing on the
prepared testimony was convened as scheduled. The procedural . =
schedule was revised to allow filing of comments on'the- Settlement
after the settlement conference. The new. schedule called for: . =
(1) filing of comments by February 4, 1991, (2) a ruling-in- - @ v
response to the comments,- (3) possible concurrent testimony-on the 0
Settlement due February 26, 1991, and’ (4) possible hearings “ .. i s
beginning March 5, 19591. s

At the January 14 hearzng the ALY polled theparties:':
the need to continue evidentiary hearings-on the prepared’ -’
testimony, given’ the possibility that the Settlement would be ~. " .-
approved. 'If the Commission were to reject the Settlement:rand. it
became necessary to- -hear testimony- on the merits-of the nonfirm: -
incentives, then deferring the scheduled hearings could compromise " -
the May 1 revision date. Confronted with the choice between-the .~ . .
risk of going ahead with- hearings unnecessarily (if the'Settlement .=
is eventually’ approved) and the risk of missing' the-May 1l target
(if the Settlement is rejected), -the parties generally' agreed. to .
defer hearings on the prefiled testimony. CLECA,' Industrial- Users, ~°
M, and FEA chose to defer the hearings. PG&E and Toward Utility
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Rate Normalization’ (TURN) did:not” oppose the .deferral, and DRA :had--.z
ne opinien. ~- . .77 B T T P B Y N 44

At the hearzng the ALT allowed limited oral.direct: »-- _ .o
testimony from- PG&E, CLECA, and DRA to:clarify the upcoming®
Settlement and to-allow TURN in particular 'to better understand the .
Settlement terms. (Tr. 7329) No cross~exanmination: was:allowed.: -~ -
Further hearings on the prepared testimony were deferred -
indefinitely.” All of the prepared. testimony was received: into.
evidence, subject to future cross-—examination. ~The ALJ: ordered the .
late filing of Exhibit 2019, a comparison exhibit showing.the - -
pesitions of the parties on the principal ‘issues. : o

On January 18, 1991 the required settlement- conference
was held.- Later that day the Settlement proponents: filed their
”Motion for Adoption of Settlement~Agroement<Regardingwpaciticacaé X
& Electric Company’s Nonfirm Electric Rate:Program” (Motion)-and -.-. -
attached Settlementf,2 along with Exhibit-.2019. The proponents . .. -
are PG&E, DRA, CLECA, CMA, Industrial Users, FEA, and-CSB;-i.e., . .0 .
all the active parties in this phase of the GRC except TURN.--The = -
Settlement purports to resolve all.issues. surround;ng PG&E’sS.
nonfirm electric rate program. T r e Ny e

On January 30, 1991 PG&E sent a letter: tc«the ALJ, with o
copies to-all parties, to:providera bill-impact analysis-of.the ,
Settlement. - At about the same time CSB.filed. comments- in supportoc:.-
of the Settlement, explaining technical issues relevant.tolstandby
customers., most of whom are . qualifying facilities.. .On:February 4, --:
1991 TURN filed comments opposing the:Settlement,  but made. no:
request for hearings on its terms. . - .- - D - R N

On February 13, 1991 the ALY 1ssued a- rulmng cancelingx
the previously: scheduled testimony and:evidentiary hearings:on the

—_——

-

EEEa

- - - e Ty v
- e N e e

2 Reproduced in Appendmx A to this decisxon.
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Settlement. . The ALY concluded .that-the-record is-adequate for-the - -
Commission to decide whether to approve or reject the Settlement... .-
3. Settlegent Terms.: U ..o Lwa Ll WIS Lr roor o s aa
The propeonents claim:that the Settlement resolves: two- key . -
issues regarding nonfirm rate incentives. . Pirst, what-is-the.. - .- .-
appropriate amount of. the-incentive during conditions ofir- . o«
. (a) emergency curtailment, (b) customer acceptance of -~ .. .-
underfrequency relays (UFRs), and (¢) economic curtailment? . .
Second, what are the necessary terns-and conditions: of-the nonfirm
rate program, and -how do these ensure- that customerSMWilimcurtail
when asked, justifying the incentive amount? .- - .. - . :
2:.J__Incentive Amount T S n D
1. The.incentive for accepting nonfirm service would be:$70 .
per kilowatt-year (kW=-yr),: effective: May .1, 1991, for emergency- . - -u»
curtailments.. Incentives: for UFRs would be- terminated..-Undexr: ...
econonic. curtailment, customers could voluntarily*curt&il:in¢\;
exchange for payments based on circumstances at the: time...” .. -
3.2 Duration' of~the Settlement = .~ L el ovione T
The: incentive  would last until PG&E’s next: GRC, expected:: -
to be for test year 1993. R N S B R o TR T T
3.3 Revenue Allecation Tee LT e e e D
" “Treatment -of nonfirm incentives:for.revenue-allocation ..:: .
purposes would .continue-under.a “supply side” convention:.as.adopted .-
in D.89=-12-057. This means that incentive-amounts, as-calculated
from marginal costs, are not: adjusted.by the ratio.of:adopted:: - .- .-
revenue requirement- to marginal cost revepues (the-equal. percentage ..
of marginal cost, or EPMC, ratio). . v L v omminaen wal cearm et
. 4 i - ! . R PR
- - Customer emergency curtailments:would be.limited. to. 30-:
per year, with an aggregate maximum duration of 100 hours per year.
3.2 Mandatorv curtailments
Mandatoery curtailments called “pre-emergency
curtailments” would be established. They would occur up to five

T T Bad
Ve e

R T .« o«
T Les D
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times per year, w&th a mznxmum or six tmmes in’ any contlnuops ?" ‘
three-year pericd. Terms would differ slightly for UFR customérs o
and customers under direct load control._ The curta;lmenxs would be
imposed near or during peak load periods. They -are lntended to
ensure customer compliance during true emergency curta;lments. The
proponents believe that pre-emergency curtailments would-eliminate -0
##ree riders” who de not intend to curtail or who believe actual
emergency curtailments are unlikely, based on recent: experience.- '
3.6 Other Terms - : T

Nonfirm service would be by contract, with a’ three-year .. .u
contract term and three-year notice to 1norease nonflrm 1oads.

Penalties would vary with - compl*ance hlstory, up to a max;mum of
two times the adopted incentive amount in a single year.( “Qther
Settlement terms specify program phase-;n, customer elxglblllty,
rate design, standby service, direct control opt;ons, reporting
requirements, etc. o T

Rule S1. 1(e) of the Commmss;on's Rulesaof Practlce and
Procedure states. ,' T 4 S CE e e w'iﬁmvﬁ

#The Commlss;on will not approve st;pulatlons orﬂm
settlements, whether contested .or uncontested,.. ..
unless the stxpulatmon or settlement .is ‘
reasonable in light of the whole: record,

consistent WLth law, and in tne publ;c.

interest.”

In D.88- 12-083 , regardzng PG&E S Dzablo Canyon nuclear
power plant, the Commission- dzscussed approval of. settlements.
Subsequent Commission review of a Southern Callfornza Edlson
Company (Edison) attrition settlement was based on that .

decision. In D. 88 12—083 tne Comm;ss;on ment;oned many zactoro

3 30 CPUC 2d 189, 221 (1988).

4 D.90-12-021, December 6, 1990.
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that should be considered and balanced in approving a settlement.
Among them;. * - | A o - B A - “ - | . R ,T. s " N N
”The most important element in determining the
- fairness of a settlement is the relationship..of =« : -
the. amount agreed upeon to the risk of obtaining . .
the desired result.” - o
The desired results in the present application a:gztpe,gifé;ﬁé',J_;:
original positions of the parties, including both the nonfirm .
incentive levels and the terms and conditions for nonfirm service.
In D.88-12-083 the Commission also considered standards
used by courts in review of class. action settlements:.

»me standard used by the courts in theirx raview.
of proposed settlements is whether the class '
action settlement is fundamentally fair, °
adequate, an§«;easonaple-ﬂ‘(

v v i i
] [(9th Cir. 1982]
688 F. 2d [615, 625].7 o

#TIn order to determine whether the settlement is
fair, adequate, and reascnable, the court will .
balance various factors which may include some' '
or all of the following: the risk, expensa, L
complexity, .and likely duration of further .
litigation; the amount offered in settlement:
the extent to which discovery has been '
conpleted so that the opposing parties can
gauge the strength and weakness of all parties;
the stage of 'the proceedings; the experience
and views of counsel; the presence of a
governmental participant; and the reaction of

the glass members to the proposed settlement.

9 v . .

(
conmission of the City and county of San
Erangizce, supra, 683 F. 2d at p. 623).7

#In addition, other factors to consider are
whether the settlement negotiations were at
.arm’s length and without collusien: whether the
major issues are addressed in the settlement:
whether segments of the class are treated
differently in the settlement; and the adegquacy
of representation. (Rarker v, Andexson,

(5th Cir. 1982), 667 F. 24 [1204,1209].”
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We will test the Settlement on nonfirm incentives against. .
the principles.set forth in-D.88=12-083.: - .~ . . . . . oo. T
2.2 Settlemept Propopents . . e Lo ¢ womane

The:Settlement proponents. present seven . arguments,mn e
support of Commission approval.. . First, the Settlement.raaches N
balanced agreement among -parties who hold very diverse posxtzons on .
complex issues. The proponents’. testlmqny,reachesmma:ked;y -
different conclusions about the proper . incentive amount and-the
operation of the program. . They have agraeed .on :aw,matte:sLQ::
either fact and . policy, but they have succeeded in agreeing on
Settlement texms which they believe balance their own various. .
interests and those of PGLE’s ratepayers. .. ... - . PR

Second, the Settlement was nagotiated by parties who are
knowledgeable and experienced .in.the complexAxssuesﬂ;egardlng‘
nenfirm-rates. -~ - e IR o et s

Third, the settled incent;ve amount is. less than~PG&E'fmh
incentive levels in recent-years: but greater than‘thefamquqt;b R
recommended by PG&E and -TURN. .. ... . ... ... . . e v

Fourth, the Settlemant program condxt;ons wzll 'weed out"
present nonfirm rate customers who joined because they. never , -
expected- to be curtailed or who would find lt dlfzxcult to-comply
with program conditions. - - - P

Fifth, the SQttlement wxll sligntly roduco the total T
dollar: impact of incentives on.other-customers. - .. .. .. o ... ... -

Sixth, .the Settlement progranm. is. reasonable on a relatlve .
basis. The incentive amount and the likely number of curtallmentSKH;L
are ”in the ballpark” when compared with those of cther Ums,_1*_v¢
utilities. : L s e i amm e

Finally, approvalfof the«SettIement would avoid: extens;ve
lxt;gat;on of the many “issues’ surrounding PG&E's ncnrlrﬁ'rites.

A

S

WA PRI R e
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P S G e e
TURN believes that PG&E’s -present 'incentives are.u.ini >

unreasonable because their terms and conditions do not'ensure:that

nonfirm customers will curtail when asked, and the ' incentive . " . 1.«

amounts exceed the value of reduced demand: to other  customers.

According to' TURN, PG&E’s current -excess capacity and .increasing.: :
customer participation- suggest that many customers are free riders

who do not intend to curtail when necessary.

TURN agrees with the proponents-that a nonfirm: rate:: .-
program should continue, in order to give customers a consistent:
message that interruptibility has value to PG&E.  However, the.
program must-be effective and correctly priced. LT

TURN’s major objection to the Settlement is’that the:
incentive amount of $70/XW-yr is too-high. TURN argues that the

amount should be less than PG&E’s adopted marginal ‘generation ¢ost::'>
of $56. 17/kW-yr. The generation component of the incentive-should -

be reduced by the Energy Reliability Index (ERI), which-the”
Commission -uses to'adjust qualifying‘facility prices. TURN-

supports PG&E’s positien that there should be no transmission-and -

distribution (T&D) component -in the incentive because .nonfirm
custonmers do not aveid any T&D costs. - IR A
According to TURN, PG&E’recommends very low-incentive .
amounts in its testimony but has agreed to the Settlement because
it is settling with someorie ‘else’s money. - The Electric Revenue
Adjustment Mechanism (ERAM) guarantees*that”cther'customers;fnotf
PG&E, will make up any revenues lost through nonrlrm rate
incentives. - g - ' SR A ‘ T
L_..Dim&&iﬂn T U N SR

6.1 Is the incentive amount in the Settlement fair -
.and reasconable in-relation-to the-risks of-.obtaining. .
1 ’ s - - " T

There are two relevant issues here. -First, is the levei
of the incentive (in $/kW=-yr), considered in conjunction with the

T
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Settlement térns- and conditions’for nonfirm service) fairiand » .o
reascnablé"cbmpared"tb‘the’péfitioné“éf”the“p&rtie$°“~sécbnd““are“?*”
the xmpacts of the ent;re program ramr and reasonable«to other”
customer classes? O R : LTLnlnen

. TURN has not challenged the terms and conditions-inﬁtné?uiﬂ"
Settlement. The served testimony on'incentive amounts'is '
' summarized in the comparison exhibit” (Exhibit 2019) ‘ordered:by the -+~
ALY. The lowest recommended: incentive is $22.47/XW-yx’ suppbrted senT
by TURN. The highest incentive 'is $102. 77/kw-yr, ‘recommended- by
FEA for primary and- secondary'voltage service. ‘PG&E’S’ testlmony
recommends $26.44/kW-yr for all voltage levels. DRA:recommends:
$71.16/kWw=-yr for transmission voltage serv1ce and $92. 45/kW~yr ror

FRT R

lower voltages. EE R

The wide range of incentive amounts in the testlmony
makes it difficult to assess the risks” ‘of“going to+hearing. The
Settlement amount is close to“the'amounts'recommendéd”by DRA;”but'“
it is about three times the amounts recommended- by PG&E:and- TURN
If TURN and PG&E were to prevail on’ the-substantive issues of
adjustment for ERI and exclusion of T&D costs, then the- Settlement [
incentive amount would be too” ‘high. Correspondingly;, if->the. '
nonfirm customers were to prevail on these and othexr' issues, thenJWRf“
the Settlement incentive amount would be too low, but nct‘by ar
factor of three.

TURN’s arguments point cut the '”zeroc sum” element'
inherent in adopting nonfirm: incentives. ' Discounts-granted-to. "'
nonfirm customers must eventually be recovered from othexr™ 7'
customers. Residential and small commercial-customers will' bear
much ¢f that burden. We nmust take seriously the' allegation that
PG&E 'is settling-with someone else’s ' money. ‘At’least in the short v
run PG&E’s shareholders are indifferent- to the incentive amount. - .

If the incentive amount of $70/kW-yr were approved,
residential and small commercial customers might be relieved of
some revenue responsibility by the other terms of the Settlement.
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If the penalty terms. and mandatory c?:t§i1?9?F§:¢idw¢f:Q?F}VE;Y~
remove- free-riders from the program,.small.customers would be
helped by the Settlement. . Unrortunately, the evidence. on. thc

record contains only estimates which assume no reductlon ln program

subscribers. .

In that llght, and cons;derzng the test;mony on the ERI .. .

and T&D issues, the Settlement proponents have not. convinced us .

that the risks of going to hearing are fairly balanced against the o;'
settled incentive amount and the Settlement terms.and condltlons,3«

Even considering the benafits of the. Sattlamcnt taerms and. .
conditions, the risk that $70/kW-yr would exceed the amount adopted
after: hearings is toe high. .. T T Ty

6.2 What are other favorable o ;‘",w

iy
. [
~ 3 -

“We- agree with the proponents that the Settlement was.
negotxated by knowledgeable and-experienced parties, and. that ;t

would (at least slightly) reduce the.impacts.of the. lncentives onkmmrd

other customers. Completion of discovery.in this phase of the GRC-

and DRA’s participation also. favor the . Settlement. The Sott}emept;,:

would avoid:.contentious litigation, but.that effect.would not

endure, -as discussed below.

6.3 What are-other. unzavorable e
— elepents of the Settlement?

Distinct from the merits.of TURN’s economic arguments,
the negative reaction- from the small customer classes.also weighs .

against the Settlement. e LT et e me e

The Settlement would. resolve PG&E's anentlveﬂ tnrough
May o 1993, but the economic: and policy issues . in the. .. e
determination of incentive amounts.and progran. terns. would only be

deferred. Nonfirm rate incentives. are an issue in Phase 2 .of ..
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Edison’s current GRC.>: Policy. issues deferred by the:Settlement.: [ -
will soon arrive in that proceeding,.and:further. testimony.by-many: - -
of the propenents will be necessary. (We are:optimistic:that:the:
Settlement negotiations in:this proceeding will. help: sharpen the
issues in the Edison GRC, whether the:Settlement is approved-or .-
net.) The Settlement would: bhalance:the interests:of-many of:the.
parties, but it would not “refine” PG&E’S: 1ncent1ves in-the sense:
of resolving basic issues. R Lo SRS
6.4 Xs the Settlement consistent with law? =~ R

' The proponents have. followed-Rule 51 in presenting the
Settlement to the Commission, and their arguments squarely address
the factors in the standard.of review.. Consistency with law turns
only on whether the Settlement is. :undamentally fair and
reascnable. ' S s e L
6.5 Is the Settlement fair and reasonable
—in_ligbt of the whole record? . _

" We are not convinced by the evidence ' and arguments: before - .
us that the Settlement is fair and reasonable. .We.do not. object: to--.
the terms and conditions of the proposed:incentive program, but we. -
cannot conclude that the incentive amount, even considering the . - ..
benefits of the Settlement terms.and conditions, is faixly balanced
against the risks of going to hearing on the merits of the parties’
testimony. The record may eventually show that incentive amounts
either lower or higher than the proposed- $70/kW-yr are reasenable,
but from our present perspective.we cannot accept:the:risk-that .. -
$70/XW=yr is too high. Further‘hearings are: necessary. -

6.6 What issues. should ge addressed .
—_—iD_further hearingss »

© This ‘lengthy proceeding has brought inte focus the issues

involved in adopting a nonfirm. rate.program:for PG&E’s-customers. -

R

5 Application (A.) 90-12-018 and related matters.
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¢

Policy 'choices for PG&E will guide.the: Commission in-future .
proceedings. Our goal is to.resolve:these:issues- exped;t;ously.
The fundamental issues:are: SO e : el

1. .Should nonfirm incentives:be: based on- avo;ded costs’ :
If so, the details of avoided-cost calculations.may:need
refinement.. For example, what is:the-forecast horizon fox the ERIX,. -
if adjustment for ERI is ordered?" : R :

2. Should the ”supply side” conventxon, whzcn requ;res
ne adjustment of avoided costs by the EPMC ratio,- be continued? -

" 3. Should avoided.generation costs be adjusted for the
ERTI, and if so how? : D A LT

" 4. Should 1ncentive ameunts- include T&D cost R .

5. Do system planners.adequately consider nonfirm- 1oads°'\

6. Should incentive amounts be reduced to reflect .
curtailment limitations? T e o ey

7. Should penaltles for- noncomplzance with curta;lments
be assessed to classes of customers (e.g., by reduced incentive
amounts based on compliance.expectations).or to individual
customers (e.g., through direct penaltzes)’ Whatiarerappropriate:
penalties? RIS e e
8. Should.the UFR program- be contznued, and 1: 50- at-
what incentive amount? R PR

9. What mandatory'curtailments are. reasonable°

~10. Should authorization-for econemic curtailment, based -
on PG&E’s daily or hourly cost of. service, be c¢continued?:

1l. What other temms and:conditions are reasonable - - _
(contract duration, minimum number:of mandatory curtallments, rate
design, standby service, amnesty periocds, et )? RO

12. What is a reascnable incentive.amount, reflectxng 2
fair balance wich program terms and conditions? -

7 c ! P 1 Decisi
Pursuant to Public Utilities Code § 311(d) and Rule 77.1
of the Commission’s Rules of Practice and Procedure, on June 5,
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1991 the ALT*s proposed: decisien- in: thls matter was” f;led with the
Docket Otflce and mailed to all partzes of record. iV Lol
" 7 comments on the proposed decision’ ‘were filed" by- PG&E,
DRA, CLECA, CMA, Industrzal Users, and FEA. Reply comments were"
filed by PG&E and TURN. ' e R :
All of the commentzng parties except: TURN argue’ that-the-:
proposed decision overemphasizes the amount of the" nonfirm” T
incentive, without considering the terms and- conditions of nonfirm™
service contained in the Settlement. TURN’/s response”to this- |
charge is that only the level of the incentive was challenged. 'We

have revised the proposed decision where appropriate’ to 'clarify the -~

scope of our deliberations. The Settlement fails the standard-of
review when all of its elements are considered together, contrary
to the allegations of the Settlement propﬁnents that only tne~‘wf
incentive level was considered. s A

‘In thexr-comments,'DRA“and”CLECA“pr6p03ed~that*if‘the
Settlement is rejected, further consideration of nonfirm- rate -
incentives should be deferred to PG&E’s next GRC. ~“PG&E and’ TURN
oppose that suggestion. We will not defer nonfirm rate- issues to
the next GRC. We will order further hearings on the testimony °
already prepared and on the record, as the ALJT has proposed.

Having reviewed these and the other comments of: the”

parties, we conclude that the ALJ’s proposed order should not be = T

changed. The text of the proposed decision- has been revised to
clarify the reasoning behind rejection of the Settlement. "
L. D L L

1. The purpose of this phase-'of 'PGSE’sS’ GRc“is to reflne Cenmenm
PG&E’s nonfirm electric rate incentives. R .

2. Nonfirm rate incentives-are discounts below firm service
rates in exchange for allowing curtailment by the-utility:~

3. On January 18, 1991 PG&E, DRA; -CLECA, CMA, Industrial -
Users, FEA, and CSB filed a motion to adopt the Settlement.

4. TURN filed timely comments opposing the Settlement.'




‘5., -At hearing on January 14,.1551 no party. opposed»deferxiog,m

the scheduled evidentiary hear1ngs~on,the merits of nonfirm .
incentives, in. order that the. Commission could. flrst cons;der tne
Settlement. - . . S e e e

6. The record does not show that the lncentlve amount :
proposed  in- the Settlement, even. consxderlng the. beneflts of the

Settlement terms.and conditions. of service, H;sj£e1:;apg&:ee§oneb;eew,
in relation to the risks. to.the parties of;obtainingrthei:;desired\“,

results after further hearings.

The incentives establxshed by the Settlement.would have
sl;ghtly less overall revenue requirement impact on. other customers
than those presently authorized. . . - N

8. - Negotiations by knowledgeable. and experlenced pa:tles,
completion of -discovery, and participation. of theﬁDRA,:eyoer
approval of the Settlement. . - .

9. Oppositien by TURN,- whlch.represents reszdentxal and
small commercial customers, and defaerral of substan:zal,;ssues,““

weigh against approval of the Settlement. o .i,_f

10. . The Settlement is not fair and reasonable in. l;ght of tne
whole record. - = S e R A

1l. Further hearlngs are. necessary 3 --3 resolve the 1ssues,l, e

listed in Section 6.6 ¢f this decision.
1., PG&E‘’s-”Final Study and Report”.satisfies the -
requirements of ordering paragraph 28 of.D.89=-12-057. = . | ..

2. Excepting Rule 51.1(e), the motion of the Settlement\.,v@.im

proponents is in compliance with Rule 51 of the. Commission’s Rules
of Practice and Procedure. Ce e : D e

~3.~ The record is. adequate to declde whether to approve or
reject the Settlement. . - - O T P ey SR

4. The Settlement: should not be approved.; el ol

5. This order should become.effective on the date. s;gned
because further hearings shouldgbeﬁscheduled”promp:ly,¢

et Wt
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ZNTERIM ORDER

THEREFORE, IT IS ORDERED that:

1. The “Motion for Adoption of Settlement Agreement
Regarding Pacific Gas & Electric Company Non-firm Electric
Program,” filed January 18, 1991, is denied.

2. A prehearing conference shall be held in San Francisco in
the Commission Courtroom on August 14, 1991, at 10 a.m., at which
time the assigned Administrative Law Judge shall schedule further
hearings on the previously served testimony in this matter, in
furtherance of the Commission’s gocal of placing a nonfirm rate
program in effect expeditiously.

This order is effective today.
Dated July 24, 1991, at San Francisco, Califoxnia.

PATRICIA M. ECKERT
President
G. MITCHELL WILK
JOHN B. OHANIAN
DANIEL Wm. FESSLER
NORMAN D. SHUMWAY
Comnmissioners

| CERTIFY THAT THIS DECISION
WAS APPROVED BY- THE ABOVE
(:CHWLMSoK)N RS‘ﬂDDAOf

o
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U EXEIBIT 1
e ST vvrvvv* TOR PG5T

erms “or PGAE's non-Zirm raze: proqram, tc ba- ‘f"c V‘ Mav L“?~i3i
6a1: T S .

= pa-.*cs. signing thig .settlement agree .to- He 2olliowt na"”“”

-~ “ o
.

Pohe e \ - R 7

‘.‘
-'nh-

1. Inceut;ve for non—--:n se'vmce to, be S7o/xW-Vf -2er
eme::eﬂcv cu“ta_lnen ; wl.h no addlt;cnal anentlve Lor UrR..
2. ncant_ve o annlv unt-l new Tates gc ;nto e:zec* as‘;ﬂ;fg
adcrtes PUXsSUAnT TS revenue allscation and rate design decisicen
in PGLI'S next General Rate Casae. ("GRC!) - {expectas .t ba‘-es--;
Vear 1003); partles ac-ee o work in the next GRC. .owa B v
"--

incentive structure- tmat. fully considers rate stability Zer L
pazti _:a:;ng c;s:cme_s. L " _T U S ‘L';Y f RO

3. rrna:mcn_“c. non-‘;’m inccntivcs rc* ravewue alloca'~cn y;
purposes based:on suun-y-s*dn rcvenuc allcca.;cn as . adorzad in.- 7
Decision 89-12-057. ek T i e _

4. The rate dcs_gn 'o* non-”;rm cus:ame-s t-‘be adc eﬂw_s
shown in the attached Table 1. The principles. on. which. T J: .e
c—ea;:s shown _n Tadle 1 are basaz are as descziked in D

e,a:ec cix c* .est;ncnv (hnd e::ata)~ 2 this p::cee ing.

The proncsad crnd&ts bv -a-e cempcncn* are =a- ba ma;::aﬁaec

til PG&I's next GRC decision. s e

5.  Repor=ing reguirements T3 be h-led in annual: ZCAC

reserts as agwees T hv Pe&Z and CRA as Zollows (subiect =2 final
3¢Teanent Dewean PGEZ- anc DRA) R s

a. Detailed accounting in<crmation on FGST' s Calizaznia,

fower Pccl t.ansac:-cns,-and any. other. power pu::hases .

contracted for cn an emergency basis.. Gu-."‘l’ p--v-:em

This imformation in a format accestable =c DRA, as

cznsiszent 2s s practical with the des::i:t;cn :'ven i
Azgendix 1 ¢ DRA's "Prezared D;:ec- Testimeny c? Jaszes

T:;ce on PG“‘s Ncn -2ixa R-"es O

- - e -
v - ""w"’"‘" P

k. Da_lv ouc*at-cns ::;crtw fcr PG&“'& summc- ocperatic
period (:"ﬁe 1 TC Seztenber 20), in the same Zormaz as
srovided in toachments 4-1 aﬁd 4-2 of PG&Z's responsae
:he CLECA dazt a request in this proceedi 1g. Additieonal
Zorzation on specilic operating days oIl ;n:e*es-{::vnaA

will Be poovided upcn ecuest. | Sueh  inZormat siem weuld

uﬁ-
censist cf brief narmative TEePOTrts - zhat would eizher .. .
describe how any Iorecasted spinninc reserve de:;c_e“cv nad
heen remecdied (o_ wEv ne remedial action was ce:e:m;1e~ et
be necessaIY), OF note the Zact that 3 curtalilment nad been

alled on the day in cuescion.
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6. P*ogram ope*at;cns cx te-la o be as fcl’cws.

- B /,, A AL R

a. fme*geﬂcv cpcra ion up to 30 t_me, pc- yca. (maxmmum ’OO
hours) ACCOraing to the cCurrent operating criteria, as tley
aze defined -on the-first page cf the document entitled-- -
noperation of Load -Management Programs™ (dated-May 13, 15383,
and as updated in the future, provided as Attachment 2 to
PG4E's Final Study and Proposal filed in this proceeding).
2642 will continue its:.established ‘practice-of contlnua’ly
senicoring -system conditions. cn ‘e=izical operations davs.,
based on the mostT current available forecasts cof lcads aﬂd

-—esaurces. - . .o . o, o e A s L

2. Dre—exnercency one*atzcn 153 Rt ‘ivettines per vear “(w::h
a pinimum number ef $ix pre-emergency. operat ions - in-any -
r=iling 3-vear -pericd). (Kaxzmum of . five hours-per_ o -
one*atlon). These operaticns will be schesuled:subje :,:c
the criteria described below. Nen-firx customers electing
=2 take service either cn UFRs criundes.the.direct-centrol _
cf PG&E (as descrilhed iIn Paragraph' 9 cf.this agreexment) will
be subject only to up tc three Fre—emergency operations-per-
vear (with a ninimum number ¢ three pre-eTerjancy
cperaticns: in any rolling 3-vear pericd). (Maxizum of- flve
morrs per cne*at~cn) Tne c:;:e:;a u.sev-1 will be‘* "
i. The 9:00 AM ‘c*ecas cr a:te*:ocn Cans=al Va‘lev
temperature conditions: (a:;.nme ic average cf forecast
for Sacramento and Fresnc)-is. *oo de ees Fah_enhe_. -;
greater, La Twlmon LI

" e ok

- S e e

R

Zither PG&E's adjusted 1C:00 Ax'f::ec_S"*dfitwc-hcu::'.
reserves for t,a- af<terncen's peak is 12.C% or less, c¢r

the" 10 00 AM forecast ‘indicates that.PGET's.aftermocn ...
peak ill-be w:::;.wsoovnw o‘ (c— g*aa:e* than)ﬂhne~~~-‘
previ cus recc“d peak.wn = L o mme e wmeaw

ii. The 9:00 AM forecast of aftermoch Cemt=al Val: T
temperature conditicns is that emperatures w~ll “e a:

_eas lOS'deg*ees Fah-enhe_.,“,.;

. . ~

PR . L . ‘o

$ii. PG'“ anticipates- mak_ng d~sc-e:;cna-v ‘emercency
purchases at a p ice (;nc_us;ve enly el allnvazla.;e
components of the price) 'greater-than the tan Led: ,:.-"0. .

Seccnda—y'non- :m on-peax enargy rate,

Tw
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c. No pre-emergency curtailments for any non-firm customers
will be called if there have been-Swo or moreemergency :t:
cur=ailzents to date during the year, unless requ;:ed =2
meer The condition of the 3=vear minimum: cpera tions taxgeT..
gimilarly, Do pre-emergency curtailments forany:non-Iirx
cvszomers Will be called if there have been two:oxn-more.
pre—emersency curtallzents and"at least cne emergency © oL
curtailment To date during the year, unless requl-ed -o-mee--,;
the condition of the 3I-year minimum. B SRC e

7. Teras and-candi vions of non-Zirm sarvice will remain -as.
aze definec in . the presan* tariffs, except.as notecd belcw..
also in 1>'e.::zn;"--az:ahs abcve, a&d 8 and 9 belcw):

. -

inc*ease :;:m service Iever;i PG&_ﬁpe-mlss~cn Wlll bew
on re-specifications of contracted firm service levels~
\rcve:nbe"' ", l°9"_.

S e e e LA, A L
N

b. Temm o’ con*—ac ' "'eo yqars (no changc r*cm prcsc::z
ta:l’f pr:vzszons). - : . LI Ll W

i 'ow ' - e e et W e e .

c. Penal Y prov;s;on. so;percantﬂdznthe adcpted:incentiVEa;u:
at each instance of nencompliance ($7.00/kWh); this would he -
reduced to 25 percent ($3.50/kWh) if a2 customer

subssantial y campli¢5“wi:h“the p*c-ene“gencv andmemt:gency
curtailments Zor the preceding calendar year; Daxidux.. = -
penalty ecgual T2 200 percent of the adopted -ncea ive in any
cne yaa:, penalty to e appl;cd cn.a pc: kWh bas_s-w,ﬂs@._““-‘
d. Max.mum o< 30 amer ency cuxrt lments pe- yea_; lOO hou:Sfﬂm
per vear; qinimum 30 minutes nat_ce, PG&= wzll prcv;:e SIS
greater notice whenever pessible. 0 o TLr o R

e. Three-nmontd amnesty pericd for ‘customers wishing.ts . -
switeh to Zizz sezvice be'-_nr.....g w':b. 'c..e effective drte

new rates **-:n.s procae ng..w T P EAN

Y - e ane

Z. Cu eﬂt e’;g_b-l-:v -ecu;-eme".s wzll con: e-:::;r;

elffect, excep: Zor =hese standby customess elect-nc

alternative eligibility Tules, as Cescribed in:Pa Tagzaz)

below- and as == be c'.f::“_':ev-l ia .ne Suhedu:e SM_a:;::.fwfu

c. Present phase- n mecnan*sm to rema;n anp_ace un::l az

least May 1, 1993. Present UFR customers musst co _nue

'aklng'se*vz e under UTR: cct-on, except ‘as specified-in -
aragraph 9 below to maintain el ;g_hzlltv-‘or phase—zn

calculat;cnswbased on IS&S E-ls and.E-zo Lute_-:pt ble»:a:e

sChedules. K R S

g SR,

. 8. Customers served on s= and.by s::::edule s w'""l have~_hg
cpTicn of meeting the current eligibility. rchL:emcn =5 (S0C.KW
ave:age on~-peak cdemand) and the terms and conditions descriled -

aragraph 6 above, or they can o_ec- €O take nan‘;rm se-v~ce‘uf

ks . [ . . . P
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‘-

under Te p“cvzs*ons desc—;bed n.th;, &‘ag“aph-m :» ;w4;51'\,

a. S:andby'cus.ame:s may ele ts be se-ved, at .ne__ e
cheice, under =he conditiens desc ibed in this pas ag-aphh.;névg
a=7. Howaver, %o be sa=ved under the terms of This . o~ ... .
pasacTack, tley must have an averige on-peak demanc. of. SOOLNM

kW whick .can-be sezved eit e_"by PG«_, Thelr gene-atcrnwc:n
combination thereof. , R - S

b. Service tc be billed uncer the appropriate .E~15 or E=20-
schedule; e rate credits as. de ined- ;n Table 1.; L

c. On-peak rate limitaer on non~2i=m sbhedules to be set at
whe .a:;::a” non=-firm cn—p¢ak.kWh rate, plus 67% of- the: -
izferantial between the tariffed on-peak XWh rate-and the
cn~peak rate limiter cn the corresponding firm schedule. .

¢. Additional metering for this opticn may be recuired at
the customer's expense.  Specilically,. tine-of-day metering .
(zag tape or lcad profile recorder) will be required cn the ..
generator output or teotal plant lecad. This metering can be
cwned by'the cus‘ome_ ;b allowed To be regula _y Test ed by

ﬂG«_, . L. e e, . PR

e. Ivery standby customes sarved unda*‘ onis pa*‘a.c'-anh will” ‘

be recuired tc particizate in al) program cperations:calles-...
sy =G«-, under pre-emergency c¢I exergency conditiens.t. -
(< a-.;c-pa:;an, Zor purposes ¢ this pa*ag*anh means the.
—nhac‘lcn el their lcacd saxved 2y PGAE Tto their cont ac:c~

irz service level.) In add;t;cn, each customer must
demons trate Tc PGaI's satisfacticn that they can -educe al
plant locad to their cantracted Zirm service level for a - -
ninizum of <three (3) heurs (including electricity that weuld
nernelly be provided by thelr cwn generator) during-a oo .
cu=sailTent operazicn., This may be deme durisg anemergency |
Cr pre—emergency custalilment ¢r at a time-or manner-that-is
agreed upon with PGIZ. The m;n;num lcad d or Quring such a2
cemonsTtratIcen sha.l be Soo kw., , Lo e

“ o -

2. IZ a curtailzent cue: :;cn unde- pa:ac*a“h e,,abcve,g~-
occurs when The generatzsr Is operating, ceneratgor-auxiliary
<ation load (2as specified and de:ineﬂ in the nenfi=x

sexvice agreenen*) will ‘be- ex-luded. Com e L e

S. Fund;ng and ;mp’emeq:a ;on c‘ *emote me*e ng-andwdi:ec:ﬁ,?
centrel will occur as described at Pp. 33=36 of PGaE's.presared: .
Tekbuttal 1:azs":..i:ncx:z*_f::‘.r‘\'-1:l':n::s..pz,-c;ceec'.inc_;.';;;‘-1?*,"_'u.'.¢;ur;,-tJ'?R,c;-_«,,_.,«.-_o,;,.‘w_w_._..,.._mk,wl,.w
rezalin phase-in eligibility based on 1589 E-15 and =20 iU o
inzerruptible rates by transierring to direct control svstenm,
cnce this service option becomes available, provided that .theyv -

izher: (1) Agree Tto-continmue ts be served under: the . direcs
snzrol opticon f£2r 2 term ¢l at least three years, or (2) S
Reinmburse PGEZ Ior all expenses associated with.the purchase-and
imstallazion of all additional metering and control equ*pmen_
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.:e:_u.-'.:.-ed by ®hiz service opticn, 2t the-time the equipment

imgzalled by PGaZ.

10. In addition to the cendition for pre-energency
ur=ailments tasad on avcidancs of Very exgpensive power
surchases, the ecanemic dispasch-option ‘adopted in Decislon
Zg-12-057 will continue to be offered in the form of voluntary
iweailments. Commissien review of PGEZ's decisions to offer
such curcailments will recegnize distinctions belween energy and
capacity payments made by PGIE for purchasad power.

12. . All pazties signing this settilement agreexent agree T
sscnsor and SUpPOrt the settlement agreement and its teIzs and
cenditicns. o A S

SATES: Jangary 18, 1851 PACIFIC GAS & ELECTRIC COMPANY

' Rober= B. Mclennan, Esg.

77 Beale Street
‘Sam Francisco, CA 54106

tterney for PGEI

" DITISION OF RATEPAYER ADVOCATES

ith Allen, Esg.

 Cal. Public Utilities Commissicn
", 505 Van Ness: Avenue
San Trancisce, CA 94102
‘TACKSON, TUFTS, COLE & BLACK
_——-\-—-—-_:1%‘ h) u‘ ' .
Williazm X. Beotx, Esg.
Seserxn §. FTaber, Esg.

650 California StTee:, 21sT FlocT
- San Francisco, CA 54108

 Astorneys for tle California
" Large EnerIgy Constumers Asscciation
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BROBECKL,P TLEGER. & HARRISON P

Jééh é:I}§N3

:G°rd°n E. Davis, Esq-ffllnot

',3100 SPear Strnet Tcwe- A
One Market. Pla~a

' San Francisco, CA 94105

. Attarneys for the Californmia,
ManuZacturers Association

DOWNETY, . SRAND, SZYMOUR. & ROWH:R

Ol A

B T;Pn_lxp‘a,,__pnr, Esc.

555 Capitol.Mall, Suite 1050
' Sacramen.o,_CA 95814 .

Ttorneys for the Industrial Users

- FTEDERAL EXECTTIVE AGENCIZES

 }lé;M3T;J Cgaixg_/AXAy

Norman: J - Furata, Esg.
Gilbe-t E. Cheng, Esq.

500 Cemmodeze Dr., Building 107
2. 0. 3Bex 727 (Attn: Code 05C)
San 3mune, CA 54066

--ATtorneys.for the Fede-al Execut
Ageac es :

COGINERATION' SERVICE BURTAU

‘”D,:

ohn 0. Quinley

;'fllsfbiﬁégiSE:ae:
Novazs, CAX 54547
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IABLE 1

Summer on-peak demand: $4.90 per XkW
Summer OR=peaxX energy 2.414 cents per Xwh
Summer pt-peak enersy: 0.847 cents per kWh

AllL other TOU ‘
energy: 0.110 cents per kWh

. Notes:

1) These credits are to be applied to the regular
charges on each E-15, E-20 firm service schedule.

2) On-peak rate limiters are as defined in Paragrash
8(c) of Settlement Agreement.

(END OF APPENDIX A)




