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Oecision 91-09-029 September 6, 1991 SEP 91991, 
"cr 4-'·'-'> 

BEFORE THE"PO'BLIC, UTILITIES COMMISSION OF '!.'HE STATE OF CALIFORNIA 

~~~~~~~;~~~~~~iu=~~;~-'~:'t ·~·@IDn~~DJlA\nL," ,,' 
Amonq Other Thl.nqs·; to Increase " ..... ,.,)'.: APWl.Ca~Wn. W-~-~.::~: , 
Its Rates-::'and Charqes .. ':t!or Eleetr.ic,.:'-) ·(,Petiti<:>n ... f,or.:: Mo.ditieation ... 
and Gas .. service. . .. . ..) filed July' 26, 1990')" " 
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1. S!1'DnP,ry;~, '.".' "" . .:' ':.',.,'::.'''' :.::./:, .;;:i: .... . ::' ..... _ •....... "';'::." .: . 
.. On,J.ulY.26,. 1990, PSE,Inc., alonq with Grani:te Road 

CoGen, ·Ine:.~'"Badqer' crE;ek. ·c~~n,··:·In~:'.;'·'·I.i~~ ~~. coeen,·":iric. ,'"arId' 
t ." • ~ .... .,; ....... ' ~ .... 1.. '" .' ... !. ',' :.> ........ '. ~ ~",I /" ',. .'., '".. .' \. ~., I' :" '";.,':''' ", " 

MelCl.ttrl.ck CoGen, Inc., each a wholly owned. sucs.ldl.ary of PSE, 
Inc. 1 .(colleetiv:ely herein"PSE") filed. a petition to ~od!iY 
Decision.' : (D. )8;7"':.09-025 •. ~ 'PSE, 'reci~:e:st~' an' '~xteniio~oi the 
standard ,oifer'2,:(SO£) capac;.ty· pri~~ ~le' fro~'i99i t~ :"inciude 
one. ~ddi:t:iona1 yea~ (1992),':an'd a:n escalation of' .~.; 199"1' capacity 
price' 'trom$202p~r ki'lo'tlatt~year : C/kW~Y~~~) to- $2l3 /kw;;'y~arfor 
1992. By today.~$ .. de~isi~n, we denyPSE's petition tor capa~ity 
pr.ice escalation, 'and ~ffirm that ,PSE 'has five' ye~rs ·fro~fin.ii· . 
contr,aet, ,-execUtion. to b;;:ing, "fou;projeets on"':line at' ~. l~';;~iized 
~pacitip~i~e_ ioithe. i'iie.of, ,'th~"co~tr~ct'o'f' $~'62/kW~Y~-~~".:"'· 
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1 PSE, Inc. is now known as Oestec Holdings, Inc., having 
formally changed its name on Dece:tllber l4, 1990. 'ro· avoid 
confusion, petitioner continued to refer to itself as PSE, Inc., 
and we do so as well. 

2 In 0.87-09-025 the commission granted Pacific Gas and Electric 
Company's (PG&E) Petition for Modification o! D.S3-12-068 .. In 
D.S3-12-068 ·.the Commission h.ad adopted capacity price tables for 
various standard ofters,..including- SOz" . through 1988,. and in its 
Petition" PG&E requested that .~the ... commission extend .and. escalate' . 
capacity price tables for S02 Qualifyinq F~eilities' (QF's)' for 
1989-l99l • 
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2 • Issue ..." 
."" ";" ...-4" '.'" ", _I . • .,.......,~. .." '\ ,," •• ) ~ __ , ~_ ~ .... 

" •• d' ~ ,'. -~' 'PsE, and P,G&E" fully" executed tour 502' contracts'" on Mayi9, 

1987. No party disputes that under the ,terms ot!· 502, P5E .. has five 
year$:'~"trom:tinal. ,con'trac:e exe,~ution to:,',~rin9 thesO projeet:s:,' '; .,' 
on:':'lille:.,:, The:",price'paid-t!or the capacity supplied. by ~"project -, 
depencison th'eyea~ that': the project beqins operation and'1:he 
lenc;th. of the contract. By D.S7-09';'02S;,weextendedprevious 
capacity price tables and esca:tated-"'S02~' capacity· prices'''throuqh' 
1991. The issue here is what the capacity price should ~e it PSE's 
proj ects come on-line in 1992:~''''PSE'~r~es that the price should be 
escalated to a level of $21:3/'k.W-year for a 20-year contract.. PG&E 
and the Commission's Division of Ratepayer Advocates (DAA') argue 

.,,' ; ,~, ' " • :: .. '" ~ ' •••• -., .~~, .~ ", • .:: -.-;, • -~ •• I ,.... '.' , ',," I 

'that the eXl.st:ulcJapproved. capacl. ty prl.ce should' ]:)e" ·cont'l.nued to 
1992'at'the 19911e~el' ot' $202/kw~yea~ ~ithout es6alatiori~' 
3, ~d""" ' .~. ,".'" . "" .. :~. ,. ',' , .. , . ."<-::' 

• 

'.~." .. The 'commiss':(on' ciranted an . emergency motion'on March 19 ~ 
19S6"to. ~~~nCl S02·:(D.86~0:3:-0·6'9) arid, after he~ring,indefinit~ly 
susperid~d 502 ~~' Ma{/ '7, i9:86' (0'.8'6:-05:-0'2'4) ~3 We gave~ dir~ction' • 
in~ri'~:'S6~O:5~024 fci~' .tb,.~·c6mplet'ion of -c6ntr~cts that· were' p'ending on 
th~ d~te of- iuSpen~i~~ .. PG&E:'and PSE 'were unable to' re~oive' 
disput~~ :r~~~~di~~i '~eve~~l pe~ding 'PSE 502' power' purchase ." 
agreelli~rits (PPAS)~-OnMay 28, 1986:,: :PSE tiled a' compi:aint> 
request'ing-that 'th~Co~is~ion orda::r: 'PG&E 'to' execute' 502'~' contracts 
wi tb. PSE:. . The coxnmissici~"~~dered PG&£ to:siqri '502' ~ontracts to":' 
five projects, and to ~iqn a contract tor a sixth project upon P5E 
proviciinq PG&E a notarized copy of a site control letter within lO 
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3' :':.502-' is' :'one of· four' 'standard::O:ffers, we ,require electri'e' .... 
utili:tiesto make avai'laJ:"l:e ,tor th'e purchase· 'C}f electricity· from, 
cogenerat'ors,and "small' power· :prOducers;' .. ' ",;:> ":" ,:.,'f ... 
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days of the 'commi'ss·!on'-decis:Eol.'t' CO:.~8~12-oy&Ij;·~effect±ve::~ 
Oecelllber J. 7 I 1986) ~4;;~ . . ", -, /1". ',:' ,.' " .. :: :", :',::: ::: .::: '::~. 

3,1 ESE Petition to Modity 

. .. ,' - , .... ,' ,. :' .. ,-

In ; ts, Peti tio~ PSE argues that 'be~ause' 'it" 'w~~;t-ec:rUired: 
,! •. ~,' ,.~. ,"! .~ I ':~,", •. ,".' _ •• "..:~:-.; _' , '," "," •• ,", " '!', 

to institute litiqation;·.against.PG&E, .t~· eriforce.:contra~·. 
performance (via 0.86-1;27,061.)" rPSE's'~contraCtswere .not signed 
until 1987. (According to 'PG&E, PSE' ex~cut'ed thti. PPAs'on April 30, 

, ..,. '" • ,,'c 

1987 and PG&E did so on May 29, 1987.) PSE has five years under 
S02 to b.ring'. its, projects on-line (until May 1992).:·'si~c:~·p$E"·S· 
projeCtS mai"~ot "be op~rati~nal ~til 199:2, bey~nd tb'e t'ilIle covered 

, -', ..... -' . ... -' . ," -' '. . ,: '. -. " ., ~. ,.~ "-~. , .. ' ,~ , ..... , , .. '. "/ .. ' 

under the .e~stinq S02, capacity pric:e tables; PSE seekS --an .. , 
',r' '" ~." ... ~,.~,'! ._':"' . •• 'r', ,. ""', ',~',,>'. ',.. ., ,,- .~"-., "j"" 

extension and escalation of the' capacity ·prl.ces·t'o 'promote " 
'c.ompieti~~·.o!~;~oje6t financinq.: .,,'.... .".' 

, '.,'·PSE'· p'rop~ses ,a 'silnpl~ "mathem:ati6al calculation'of' the , ... 
1992 p~i~e'Usinq'the assumptions ~derst6~d'to nav~ been:usedin 
the'·p~evi~u.S' ~en6ion' ~nd'es~lati6n -(1:>.87-09-025) ~ Ac:'oorClinq to 
PSE, . til'j"s' 'in~rea;es'the .- 199·1·'·ie~~ii~ed· 6",pa~i'ty ~alue '!r~m $202 /kW
year to $216/kw-year' fO~1992"(a 7% -ill6rease with an ~neriY~T ." 
reliabiliti ·i~dex·· (00" of 1~0 fo;;' 1989-'1992). ,. (PSE' s~:sequentlY 

,.' ' •• '., d '.'.' ...... ", ' .'" ,_, ~_ , " ~ '." ,.. .... _>" .' . 

fiieCl a 'revisedrequest for relief that: lowered "the escalation from 
,'% to;: 5 ~6's% • )" PsE ar~~s tliat; :. ~ . .''--.' , . . , . ' .. " 

Ir~ •• th~·'commis~ion stated (in' 0;87;"09:'025-) that 
a QF CQualifyinq ·Facility)'must,·have· such a··· 
schedule established .for .... all years in,which"t.C.e 
QF could. come" on-l;ine ' (id". ). and conc1 ua.ea';; as'" 
a matter of' law,that··QFs'· 'are 'entitled ,to .. 

. receive,levelized capacity .. prices derived by _.,'. 

.. 'r~' 
'c' 

----_ .. ". 

, ••• • _~I ... , • 'p 

",',,,.,. 

\"" ,-' ~: ,~. 

.... , , :",,' .. 
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4. :,Granite Road CoGen,· Inc:.,. ,Bad.qer, Creek CoGen, Inc. ,.Live Oak 
coGen, Ine., and McKittrick CoGen, Inc.' are four of the six 
projects addressed in 0.86-l2-06l.· The other two·proj·ec:ts are Bear 
Mountain-and· Chalk, Cliff. ·The Bear Mountain, project,and.another 
project known as Kern Bluff are the subject of Application CA.) 
90-05-037; ,which. seeks approval.of·'an aJDendlnent,' to the power· 
purchase agreement with Bear Mountain, includinq the termination of 
the Kern.Bluff project. 

--' 3';'--
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extendinq. and;,.escalatinq 'ra.ble .. VI-4.*** -,'"id'~1 
Conclusion ot Law No~ 1,. p'- ·16· ... " .. (PSE--'" ,. 
Petition, p. 2.) . " ,', ' 

Finally I ,PSE argues tha:e,: . 
"No heari~g is requiredbe'cause here,' as the 
comm±sS±on';~th.ere [0'. 87-O:9~02$lcon:cluded,;; .'. , 
'filling: in :-:the :-,-a.ddi tional years, ·is a 
ministerial ,act.' id •. at p. 7." ' "(PSE " 
Petition';'-pp'~"::~~~'}' _.., .. ,'~ .. ,.' 

• '" ~ L , , 

3! 2' : ;::: m~ Picfteg .. ," ",: --: ... ~- :,~c _ "~ ~,,", \;~ ,. . '-:'~ ;: :.~ ... "'. " .. ', ., ..... ,.~ .. I_q~'~ _. _ ." ' _', 

'_ ...... _:,. -In 'its .. :fo.rDiai 'pl::otest; PG'&E contends'that' 'PSE',s 'pet'itJ7on' 
~. _t /' ".. , I. <,~... ' ..... , ,.".' ,," .. ,. .•..• , "" '".>, ~ ~',"'o;" '_.",.. ",. 

'Should. ~"denied"t(;'r two ':reas6ris~ Fir'st;whatpSE is ,really'" " 
requestinq,acco"rdinq .to':PG&E/··~~~: i'98'7 S02 ripAs,' d~sp-i:ee the
Commission's "suspend1llg ':S02',S i~ 1986: Wh~ri "the 'co~i~~iori~ailowed 
PSE to cure defects in its 1986 sub~Ittal; it:entitled'PSE'to, 1986 
S02 PPAs only, PG&E,' asse'rts •. In supp~rt,. PG&E cit~s r;~ ;38-08-054 
(,,:crockett~) " wher~in' th~' "co~issio~ '. r~j~cted. th~ p~c.posit'f~n ~at 
a ·QF. 'is entitled to "e~alated capaci'ty p~ices when '~. pr'o:fedt;~ 
operating. ,date' is. del.a~ed due 'toi~rce :majeure.' ,-, :. ,.' 

., -'Sec~nd, the ~~qu~~ted ~elie:e',is bised on ~PSE'~"own 
f~ilure,to comply fUlly with s02siqnature prereqUisites in 1986, 
~ccordinq to PG&E~ ')PG&Earques tha't; .'.~~ should not be 'pe~itted' a 
multi-million dollar windfall (estimated by PG&E' to, .l?e $J.Smillion 
in 1990 QollarsLbeca.,J,se.:;o!,PSE's own errors. 
3! 3 - Diyision'· 0: -Ratepayer AdVocates "CDRAl'Protest· 

ORA filed· a: timely protest., ,ORA argues t...'lat by 
0.87-09-025 the-Commission-h.asalready extendeQ anQescalated the 
capa.city price table for projects which beqin operation as late as 
1991 (or five years after the 1986 suspension?f S02). The 
Commission recognized the reasonable expectations of QFs .,a.t.,.t..'le, , 
time ofthe'S02 suspens±on-;-'accordinq-toORA. 'Since'the'escalation 
of ,the firm -capacity pri~e table' 1:0~:'l99i" made QFS whole ,~l:iased"o~. , 
their', reasonable, eXpectations at the t'ime' they accepted:':S02, ORA 
arque~-.that .' PSE . actuailY~' is :, seek:Lng' ~ ~o::;be,~ made better ," c,tf~: : -: ,:~ .,. _::' :" 

-, r''',· 
. '" ... ' ~,:' ,-~ , . ::...: :' .. " , ... i..... .. (7 . 
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, .. ' ,'., DRA.:a;sserts:: 't;hat ,the, mer,e fact ... ~S,E has~nt~,11.9.~.2. to 
bring::. its:: proj:ects on~line::does: .not·, entitle PSE"to escalated 

, ", c., • •.••. .", \. 

capacity'prices: •. " ORA· claimstha:t ,ac~ordinc;. to· 0.89-04-081 .. 
\ . .<. - . \"", '. 

(HCOJJnacNj, the"tiIne·:,spent.on litiqat.:i-on"may.. entitle a .QF to an 
"~ . ,.' . , ,. '" 

extension of its on-line date but does not entitle the QF., to: an 
'" , ,-

escalation.::o:f .a-:-: fin~:·eapacity' p:t:ic~;., ,; .. 
3'.4"- PSE'§,Rep];y-.: _: .::_~. '., ,,:.-,:. ,":.:. ",' :,~ .. "d . 

, .. ' p" 

. ::":- :' .On.:Decelliber.:1'4 ,;: ,19.9 Of'.' "PSt- filed., a. reply .. to the, .protests " 
.., - , •. • - ~", . • • • ,." '_, L.-

of PG&E andORA~ ',PSE, asser:ts the·delays, inPSE' s proj,ects "were 
,0 " ." ',' _, .,. r 

caused-:b~':"PG&E~s ilnp:z::oper~,retusal,::to sign those., eontracts, ,.as PSE 
.• -.." ." t··., ".', , 

clai:ms .the commission .~ound, in .. o-.a6~12:-o61 ... PSE,.charges.,it is. 
• ".'.'.. ". , .,,,J .. , •. , .. ' ". 

PGScE--not PSE~who:·.s.eeks :tobenefit.:--,.from. its own failure to-comply 
< ." • .,. .". , •• ' >.,'." 

with the' ·Comm:iss.ion.~ So ,··o:r::ders ." , ' . ~.,' .:; .~' '. . .~ .. , \ ", '-'_ ' .. :':,~~' ,: 
> ' . Moreove:z::, '~SE,-a$serts, it. seeks -only. to be. made .whole by 

• • ,. '. /0 • , "~, " • • 

the extension-and escalation,: · .. and ,that; . ratepayers. ,will,be.nQfit. 
. . h' . ,. " , , ... ~.. ... 

PSE claims that an extension·and, escala.tion. of, the capaci:t:y,price 
, . . .' .. , '., ~~ , .. ' .: " .. 

table would provide PSE,' .only -wi ththe','economic . equivalentof·.the 
19S6 PPA:'·to ::Which: ,the Commission ~u.ready has- determined. it is 

• •• ' • ." •• _ ,lor' 

entitlecl.: .. Since . PSE, did: .,not ,·obtain' i ts,fully. . executed, contracts .. 
, . ' '''. .".'"' ' .. 

until' ·1~S7-:and,_thushasuntil:l992:-to.,,:br~q:~the .proje~:t:~ on-:line, .'. 
the::correct measure ·of·the full, avoided cost would.reflect the 

.. v,, • . ,~,' 

increase in . costs".that '.:t:esu1 t. from·inflation, according to' PSE. 
" - ' . ".. .. '. ,. 

PSE claims that PG&E and DRA err when ,they claiIn .. ,that PSE 
. .. .,.. -,' ..... 

is attempting .to-.make . itself· be:tter o,f.f •.. , PSE asserts; ~eir 
comparisons incorrectly ,ignore the . cost, s,ide o:t the, e~at~on and 
assume:that PSE:is·requir,edtodeliver . power to PG&E. in .1992. at 
l%l.-:-prices. '. . -',.. .:.;",'. ...,' ~~,' ..... " ... 

... . . ·:E'SE~gues the,proper:comparison \l~es" .199,1 cap.~ci ty 
prices for a 1991 con-l:ine:dateand,1992 :capacitypric.es "f~t: a .1992 
on-line date., PSE ::esti:mates .. that custo:u;ers. bene! i tfr<?In ,.the 
deferral of PSE' s proj:ects :by~$8 .8> mil'l ion: (net present ' value to 
1990). In additi~n'~ ,PsE".ci~~s:that~ending.:th.e::eapa~ity price 
table is consistent wi th. Commission:':~pol'iey. 'PSE argues ::0.88-08-054 
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and D~:S9:0'4':'08-J.;;"'are:': d.'istingUishab1:e:: from itS:' own: circu:mstances. • 
Moreover/m: 'clams': that" D;~'8'a-O'S~OS4 ,(at, mimeo'. 'p';.::, 9') :; "establishes-, 
the princip'le' that- 'QFS are" 'entitled:'- t-ocapaci ty,priees ,fixed': under" 
tllepla:nnin.qassU:mpt"ions', eurrent': when ,their-' contract is s:i:qned' with 
the 'utili:ti~ ,. '"'" .:: ';: ", -: -- .. , ,-: ,,:;, 

Finally, PSE claims equ1 tabJ:e:'and"·, ,pub:tie policy, -
considerations favor extension and escalation of the: 'capacity ,price 
tal:>le'~= --PSE 'asSerts it~ had'no" control, over, PG&E.l7$-, execution of its 
contracts;. ~ ~ancfthat' :any 'delays are'-attr:i:butable to PG&E..: ~ 

california 1'Ubl~c- =policy. :i:sdesigned t<>'~encouraqe the ,development, 
of coqeneration(FUblic O't'iri"ties' Code' f§'8-21, :et 'seq. r, cl'aims' : 
P~. ':-pSi' asserts that it- is' not" askirigto be' treated ;d:tfferent"ly 
than other QFs, and -:hat its situation- :i:scomparable' 'to ,the 
extens:Lons qranted. other~ ~QF5 whic~ si9ned. contracts-in olga 6 and. 

have bad tive years' trom"contract 'signing'- to' come on-line .. 
3 .S':PSE'::Kotion' for Leave ,to ,'Pile supplemental, 

?legding and· Revised, Request tor Relief, 

~On- February- 2G, 19'91'; PSE filed ':tts "Motion. ot, ,::PSE Inc. 
for-'Leave to 'Fil:e'Supplemental Pleading- and~ Revised.; "Reques.t, for • 
Relief~-If' P5E-seeks receipt' 'ofthe' addl:tional mater'ia!;to' 'provide a 
morec'ompl:ete record, ~airow the"Issues', arid 'propOSEr a' significant 
conce'ssion in" 'the'1:'eque'stedre1ie:f"that, . accorc:ling' to- 'PSE-, 'warrants 
the .~ CommiSSion I's' 'cons:(deration~ 

'PSE -p'reseilts 'several arCJUll1ents ini ts- supplemental,' 
plea'dine]. ' 'First'; :PSE' argues' tliatthe:issue is: whether ~r.s' 
abs6lute'riqht'toa'five~year periOd.<to:brinq the'projeets.:on-line 
can be effectively diminished by restricting the capacity':pa';{'ments
PSE will : receive should the proj;ects not' come on-line : until 1992. 

citinq O~'89-o4'-oal andO'.8S-08-0$4 PSE' states -that: 
"It is'true the:Conaiiissionhas declined to, both. 
extend~escalate capacity prices,in 
circumstances where litigation or 'force 
maj eure ", events 'have precluded the QFfrom·' 

:~.- .,' commencing,:proj-ect operations. within five ye.~J;'s 

---G' -,,-
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, ., ',: co:f, eontract ~§xeeuti9n _ ':1:" '. (PSE -::,Supplemental ::'~ ',';: 
"_" ·_Pleading~p .. 3; ,emphasis in original .. ) 
, . +' '.-' ..~. \. ... .. '. ' .•.. . . ,I __ ,.~ '.'. 1 j " c, - .. , __ .' ,~ '. 

::.,,\., . 

=- , 'PS:&;'arques:this"':case,. however, ",does not '. involve '. ,-, 
interruption, ',of ,tlletive-yearproj ect,:aevelopment. by:: either. 
lit'igation;;:'or ·If'torce majeureH"events., PSE assertstbat ,it ... is. not 
asking the commission to extend its five-year deadline,and .. to 
escalate capacity prices. due to,'external ·events occurring betore 
contract: execution,~wbicb,:::mayhave" precluded .. i ts·abili ty.:to. '. coxnmence 

operations.~·witbin. the ori9'ioa1 five-year period •. Rather, . PSE. 
is asking only tb.at"it<be:,allowed. to exercise its right:.to~: come on
linewithin.'the·,:prescrl.bed,:·,five-year:··period. PSE asserts:~~is: is a 
dif:ferent'situation,~.than, ,those-the,·,Commission· has previously. 
ad.dressed~:,~::: ... " .. 
:: ::. '::.·-: .. :...+5econd:;' . PSE:, elailns,:.that its"request~·is,. c.onsistent with. 
stated' 'commj ssion policy. :~~.·PSE .•. note$.~the .. commission";explainecl, why, 
the five-year period',~gins~when' the 'contract: has. ,been: executed by 
:both-:parties:~ as.; tollows::..: " .' ., , .... ., .'. 
.,' .'_ ,··:::,·:'If'The tive-year:requirement' should: begin on the 

earliest (:late a QF can b,e reasonably expected 
to pursue proj ect development. A QF cannot be' 
expected to- approach, ·f inancing institutions,· 
fuel suppliers, or government entities without 
a fully executed contract. PG&E's Interim 
Standard Offer No. 4lanquage clearly states 
that the agreement is effective as of the last 
signature date. To expect a OF to commence 
development actiVities prior t~ tbe effective 
date or the agteement wouldoe unreason~ble. 
(~~ .. S8-10-03 (sic'; should ;be 0· .. 88-10-032), 
mimeo. at p. 28; emphasis added).N (PSE 
SUpp1e:nen.tal Plea<iinq., p.: 4 .. ) 

niird,PSE argues-the'ultimate resolution' of· its petition 
should- 'be ·basedonconsl.derations . of ~airnessand~' equitY' inherent 
in' 'D.:87':09-0-2S~' Iii. 'that>"reqard;' ps:i' 'not'es th.eearliest~'the 
contr'a"ctscould'have 'l:le'en signed was: Januarj 19-87'>':after' the~ 
issuance of D.86-l2-06l. Contracts were finally executed in mi<i-
19S7. PSE rel2.ed on its entitlement to the same five-year period 
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enjoyed by other:'QFs"/~,never; .. waived .or, .. o:t,herwise ·forfeited this 
; ..... : '-"'1 I ..... ~" "",' ~', "", c ~ •• ~ ," __ ,' • , ".,' , 

important right~ andplarined on thr~;'"ba:sis.- 'Citing"'D.86-10-038 , 
PSE argues that- the-Com:missionhas. rej:ected .. arguments' that 

escalating': capacity 'table$would'.:have ,:",a. ~detrimental. i:mpact.~'upon '; 
PG'&E"s" ratepayers:·where,. :as here,. . entitlement to"escalated .. prices· 
has been~' demonstrated:" " ~.',,, ',,, '" -' .. '"." .:;-:::, ' ,.-

~",-~,-::,;:< :"Finally~ PSE'-'asserts:·it~has diligently pursued.: 

deve-Iopment'~:'construction":·and':~u.ltilnate':oper:ltion':o:e'~the,:,instant:, 

proj eCtS. ' ." It:-:has not, been':· in "PSE." s interest to::' intentionally. delay 
"'the" $tart~up: 0'£ such proj'ects to 1'992,. ~accordinq:to PSE. ~. PSE ' 
arc;ues: tllat'" it· alone among: QFs··sb.ould.,'.,not'be,denied'·'its',rightto' a 
full !ive~years' in, 'which:,to·~come on-line- at"capacity::prices:·which, 

reflect the fact that costs invariaJ:)ly increase over time',.": 

.. . 

. Notwithstanding;:' these argumen.ts:;. . PSE~ reduces, 'its request 
for 'rel'ie~.' PSE;: saY$::it': is' not'lllllUincl:ful. of. '1:l:I.e Commission's 

'ongoing'" conc:e:rn~ about: the: impact. of utili ty-QF' power purchases upon 

California ratepayers. PSE argues that its reply to- the: .protests, 
~>f PG&E and ORA',demonstrates:,that PS'S' $:: commencement ot" operations 
in 1992 woui'd: actuallY: b~efit.ratep~yers~ "Nevertheless, PSE • 

'. "', " o. .. •• ' ,.. c " 

:modifies its, petition' to- base: .. the requested· escalation on the 

,escalation r~t~ for cap:ita.l constrUCtion costs. forecast by PG&E . .,,,.... " 

itself in its mostreeent':-gen.aral' rate· case: proceeding.;.,:. 'I'his . , , 

escalation is 5-.6S~.from1991to'1992,. according to PSE. 
3.6 Opposition 'o-r PC&E to: Kotion .. o:f. PSE .. 

Inc. :for Leave to Fil.e .SUppl.ementaJ. 
Pleading and, Revised . Req!.1est tor Bel ia 

On March 28, 1991~' PG&E filed an opposition~.,to PSE's 
:Motion for. Leave to File., SUpplemental,. Plea<iing . and Revised Request 

• ~. • ., ••• _,. L, ••• ,.' " " _.,,' ... ~. 

for:,~Relief •. ,.:PG&E,.arques"tb.at the motion should be cleni.edsince .~E 
• • , ", ..... _ ",,,, ...., I. ". I , '.,...' .),.... ,",,' "' ',' •• 

does not. :explain why, the ,points-·, made,in ~the ,supplementa.l,.pleading 
, . '- , '" - ... '-. ., - .... _... ...... "' ~ '.~'.'. ' '... . '. '.. ...... ',. ,.' .. \' 

·,.,ere not; inel uded .. ,:in' tnereply_, PSE tiled .on OeceMer ,1.~J' _1990,... .. .. ~ "n _, ,""_ '. ' ... " ". ~ '.' ,~ " . .,.',i,'.~ .• ...... ,' • .'.,+.~" ,'".} 

," ,: .. ~ .. .-

• 
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,~ho.uld the ,Co:m:miss-iongrant -the motion, PG.~Eoffers 
several comments. . . Fi;~t:' .PGa,.~·lainistna't: PSE' inco'rr~c1:_i}; 'persists 
in ~ssertinCJ that c!eni~l o'! the peti tio~ will hav~ the ~tiect' of . 
deprivinq·.PSE-of, .the full tive-year" deyelopment period"c~J:l~d.'tor 

, , _ ... -..... . ., . "". ' .. 

in its S02 PPAs. PG&E does no~,disput~ that.PSE has a full five 
years to brinq .. the projects on-line ..... 

secO~d, PG&E ar9ues .'tha:t·the :only : issue' is wh.ether PSE is 
entitled to additional pro tits under its S02s due to:the' fact that 

. " .,' . .. . 
the relevant S02s were no't .. signed:until 19'87'. PG&-E argues: 

HThe Commission's December 17, 1986 decision 
(D.86-12-061) makes clear that what was beinq' 
granted. PSE was the ability to execute $02'5 M 
iiit had don~ so before the 1986 5u~ension of 
the availability ot S~.H (OPPosition of PG&E, 
p. 6; emphasis in oriqinal.) .. 

- . Filialiy, .; according' to PG&E ,.'PSE qratui touslyo'fters to 
c:lecre~~ .. the: inflation ~ig,n.eused:i;n 'cal6uiatingtheescalation: 
rate.···· 'rhis decrease: from'.i7% to'" 5; 55%,':'reduces ::the 'windfa'll' ·to PSE, 

asserts- PG&E,' from' sis. o'miilion to" $12.3 . mill:ion . net present v~l ue 
(u.sing.~: 1990 cioliars)'~:'" PG&E "argues ~ . however, that the' resul't Yrg'ed: 

by PSE is still in~pp·ropriat~·~ ~'. ... .... ",', ./ .. ,,' 
4':' PreheN:jDg:'ConfereDCe" .... ,.. ... ,., 

·······A"preh~aring.:'·eonference was'helcfonjune"$~ ·1991.' No'" 

party requested the opportunity to submit:testimony'or·br:i:e:fs. 
PSE, in fact, asserts" tha~'" .it.:.wiii·'take·s '.to'12 'months'after a 
cOXlll:rlission decision for,.the-:projects:tc> come' on-line and. that 
hearings will c:lelay the . issuance ot:· a .decision. ~ PSEindicates that 

• • -,' • •• ~, •• ' .' .. ,J ,.~ • 

it is satisfied. with: the;.commission making~' a~decision based on the 
" I' .• "", \ " 

material that has-been filed;' and" that any dalaymay,:j e?pardize 
the. proj e~s. ' ... . '.' .... .. ' 

.. ,:;.. The' ~dmi:nis'trative" law judge\"(AIJ) granted" P'SE's . motion 
for lea:Veto' file its' suppfemental:p'lead.'ing and revisecfrequestfor 
reliet. since· PG&E 'and'DRAargued:"'that'"hearings migh.t· ~e'necessary 
if the suppl~~ntaf pl'ead.'inq was': a!l·owed·;-::tiic:' ~J.:i' al'lowed·,them·· .. ' 

- 9. -'. , 
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,.~,,=~ ... ::.';',::, ","l: :'\~.' .• ~~. ~:C"d' \~"'" -\- •. , .: ..... '"' ,." ." c ••• ' f"' ... " "1"., ,.'~. 
seven clays (untJ.l J'une 12, 1.991) to't'J.:te"lUot:tonsi l;ncludJ.ng offers 
•• ' ~-.¥" ."'" - •• ~.- ...... .... ·r -,.- . "\,' ~. ," .. '.... ." . ~", .. -. , 
of 'proof,' 'requestIng ':hear.i"ngs~~"····NO '-mot'ions ::were filed~ -":~:'.': 

...... , . . 

s.piscuSsl.on-- . " - " . 
• j ',., In ~'fridef~iteiy sllspendin(i S02", we stated reg'ardl:ng 

projeCts' . impacted' by' the" suspension ~ , 
WIn essence, the matter to -be resolved as to' a -" .. 
given .. proj ect . is: the .proj·ect' S . status on the 
clate of the Standard otter 2 suspension 
(March 19, 1986). It the project had. reaehed a 
sta~e by that· date where it· .eould have 
sat~~~ied all contract signing prerequisites ••• 
then that developer should have a ,. reasonable 
opportunity to cure de~ieiencie~ in its 
suOmittals as·they existed whenthe'suspension 
oeeurred;4if" (0";8'6-0:5-024',: Conclusion' o,f Law· 2,. 
2'lCPO'C 20. l37 ~T ': ': .... ,., ' . . . . ' '. ..' , 

We, expected the curing. of ",deficiencies to be prompt, 
.' • t '. .., "', '.. .' .", " • '., \." ~ ~.."' ,,_' , ',,' < ". • ~. • 

since.a ""reasonable opportunity"" .is neither an indefinite nor 
• ...,. .+ '.,. ,,., .' ,j, .. , ' •. , .'... • 

excessive period. Contr,ac:t execution should be equally prompt. 
, .. ~ , " "...,... .' ., . 

Opon quiekly completing "this , process, . we .. expected :the QF. to be 
anti tled ,to_1:b.~t which tD.~' OF wa~ a~t:i. tied. immediately before .' the 

i' ", ,,' .', , \ • " .,.,'?; '.:" , ' 

$02 suspension on March 19, 198:6, neither"more nor less. 
Because S02 did not contain"contract'~apacity'p~ices'for 

• • ". . ... , j' • 

:five;,yearsatter J.986,.. by 0.,87-09-02$, we added 'prices .. for years' 
1989 ~ou9'h"i991 ... -~ayinq; - ." .. " .. .... : 

• - _... .' ,.".. .. ,.. j ,'.' • :';::, .~. ,;~ ''"'',. 

" .... the .. QFhas tive. years atter signing its 
contract within which to come on-line. 
consequently, a"QF--that is' entitled to' a 
capacity price sCQedule determined as. of the 

, date of contract execution' must· have such a 
scheclule:·estal:llishecl tor all. years , in· which . 

. that OF could. eome, on-line."" (0.8·7-09-025" 
mixneo • p • S • ) . " " " , 

. '," ' 

By ... adding· prices .. tllrough, 1991, wead.ded the .. prices to which a QF 
• •. ",,~ ~ .",,,,. I "'.. I, L., i .' • • .... ' ,.", 'T . \ . _. ' • 

'0 could expect to :be entitled. upon promptly curinq a contract 
, '. c ,', H- ,'. '.., .. ' ,. .', , ',. • ~ .' 'i" • 

deficiency. and. rendering. the. contract valid as .if. signed. 
il'luned.iatel¥ .. ~~f~re"'1:.h~~ S02~uspe~s'ion'-JM~r~h. 19,',i986j.~ ;~ .. 

,. _ • ,>< " ...... ',~JI_" •• ' ,._, , .. '" " •• ' ' .. <~". ".,~ ... ' . '. '. ,_' .... ~,.,~" .. : 

- .1 _ 

- 10'-

" , 

• 

• 

• 



• 

• 

• 

A.82-12-48 ALJ/BWM/vdl 

PSE and PG&E tailed to reach agreement on several 
contrac:ts·.-::':: PSE;:fi1:ed ·a:>complaint.:.::· By·: O ... ·86-12-061:(.effective, .. 
Oecember 17, 1986) we ordered PG&E to·sign. S02 .. contracts:' for::·five 

".0'" \", P .•• ' -. .... ....- ......' • . • I • 

proJ'ee't$."and'-tO'··sl;qn:·,anSOZ·contract. for,~ a slX'th·'.'proJect'. contlng-ent 
uponcPSE 'providinq,PG&Ea:·notarized·).copy. ofa site con.tro·~ :.letter _ 
within ,:fObus:i:%less days' ·of· theefteetivedate of. the', deeisionw We' 
were ·not· aware'of any' reason·:'·tor- the •. parties to. wait even: 10 ' 
busiriess'-daysto- siqn, the'· contracts.. 'for: :th,e ..five proj.ects..: 'F.or the 
sixth project, we gave PSE days (not months) to cure the one 
defieiency; -just as- ·wcf provided" days. '(not months) .in 0 .. 8"6-0:3-069 
(crossflow Hy~6eiect.ric·9'iv~ ~'s~v~n: daysS ... and: .0.8"6-05:-024 (Jaoudi 

.. ~ - . - "" .' .,' ~,'. -- •. " '" • .~. '.' .... • ... ' I '" 

Industrial & 'I'radinq:corporation·:qiven: 10.days) • Upon 'receipt of 
the notarized copy of a ~it-e' controlletter,"ve were not'aware of 
any' :reas'on:::'for the' parties ·,tofurther. delay . contract·· signing;. 

.... -:Wereferred ·to: the" .six·:projeets 'a.s: N'19S:6·proj:eets~.(e..;q~, 

see Finding' '-of··Fact·, J.,' ·:Conclusion o:t Law. ~z- .. ", Ordering:; .·Paraqraph'l ,in 
D.86";;12'-061}.· :"':Upon:'curinq::the .one.:deticiency .for one ;proj.ect and· 
signing the six contracts, our intent was for the n'198'6n' :proj.ects 
to·'have:::t"l.veyears··from'-eontract :sic;ninq· to ,come' :on-line~ but at 
the priees a QF-eould reasonably expeet.:atthe time, of 'the-· S02' 
susperis'i'on~ - Theprices·that· eould',:reasonablybe ':expected'atthe' 
tilne' ·ot"· -the' ~S02' 'suspension· are·~the .. pricesfor, a contract, as -if· 
fully executed immediately before the date of suspension~' (March 'l~ , 
1986). As we-··saidin O:S6-lZ-061: ,'. <. - "'. 

NBy'D.s.6~oi-",:o69 and..o . .:s'6-·65·~024, .t...."e. Commissi'on 
intended. to ... endthe·. availabil:i::tt of standard. . 
Offer 2 as of 'March 19 ;' 1986 ;-". (2:3 CPUC ~2c:l " '. 
63.) . . ', .', . 

PSE and. l?G&E were unable to complete the six contracts 
until May 1987. PSE argues that the ·:.five-year "period--to 1992--in 
which it :may bring the projeets on-:line can ,be effectively 

"'~ <, , • ~.' , ." ,. ' ••.•• .." 0,. '. '. ' . c L' ~ ..",' .~ ~, ... • " 

diminished by restrictinq~:the:ea.paeity\paYlnents :.PSE·.w±ll: receive 
from PG&E. .~:1:r~~sse:ds· 'it .'is.~·ei"ig:ilhe ,::to:rec·eivethe·.e¢onoxnic 

...... -•• -~ •• ' -"" ., -.' _ •• _.". ..- _.' " - ,' •• > <' " '~ ", .. .-.. .. .. I,.,.. "," ... 1 ",_, 

- 11.-
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< -,:" (. ,', .. ,~ :;;:''' ";"':-' .:~ .:: ,. p :~, :)",'r" 
,,"1 .. , 

,"-/ ,,--
.:"::"" 

equi val:ent: of:: :the ·1~8:6: -PPA,::~ which. :is . the'; :1991capaci~Y': pr,i~e. . .' ..... 
escalated: to'·J.992~.:.~:. We.": disagree~ .. :,,:,,:,~'.~ >:' ',::;. , ~ ~. ' .. :.'. :. <" 

.::'.,. :-'. :·Otx:r' intent-:was to::~low .-a:.::"reasonableopportuni ty",for...,", 
'" ". • • t, ~ t< 

QFs .. to, ·cure :.'deficiencies: ·anci~ .:thereby:. become . e'J:igible fo.r .. :a capac~ty 
price· no· greater . thAn that ,which .. the Q-F: would. .be . eligible ~to ;. 
receive.!ive.·yea,rs., atter, the·.(suspension-,. or.·199·1. We.:haye .:stated., 
this: -:principle: ,:in.:: silniJ.ar:.:.ea:ses ... ' ~orexamp1e ,.·in 0·.:8~.08:-05:'1.we.;:. 
said: · .. ,"":f:: '.'.'d'~:"" .... t.,..,,,. -', ,:~;<:\.:"::'''' . '''t'''' .• ,I~ .. ~' ~.""" ., ..... , '. , 

- : .. M'Even.it crockett ·were·.··'to: win:· ·its· force maj eure ... .:' .... 
claim. and so .. extend.. its .permissible on-line '. 
·d.ate, we 'reject' the . proposition that it·a'lso.· .. 1' . 

'.·would~-be entitled. to ·esca'la.tedcapacity· .... 
_ . pr,ices." CD.88~08-0S4,.mimeo. p. 9.) 

Whilethe:circumstanceswere somewhat.diftel:'ent· tOl:': crocke:t:t, than 
PSE, the::principleis the .same:::·': cto<_al1oW'- the QF, ·the.,.tull tive 

. years. 'nom, ~contract"execution. to' come~ ·.on~ l~ine , but. without~an ':: 
escalZ1ted.~ ~capacity.pr±ce·;" ' .. :- :-We' extend,., .::but, . do: .. not· :eseala:t.e". _the' 
capacity ~price.~· . ~: •. 1 ,.,:, , ".,}. _._~". 

,'.:.: Wb.iJ.e-·the· . exact eircu:mst~ceS""for :Co-lInac were· somewhat 
difterent·:'t:h,an; PSE,:' we:appl'±ed, ... the '~e:~principlein·.: . <..' ... ' 

O. 89-'04-08;1.:: ~~ 'There :we:'. granted':Col:mac, an . extension ()f' 184, _:days .-:for. 
proj act.completion {unless' .the--:parties, .. ·agreed· . to .. another,.~;n~er of 
days};.'but "We said::· .. .....< .. >.::: 

"The ta:bles setting out .the'-payments torfir.m., .. ::. 
capacity and. for enerqy for the first ten years 
of.operation should. be 'extended, but not 
escalated,. to aceommod.ate .a ':new firm" operation 
date' to 'be agreed 'on by the' parties."''' . 
(0.89-04-081, Conclusion of Law 8, 31 CPUC 2d 

_ ... 572 .• ) . " 

·We---found·:that,·.CoJJna;c had:" , I '~.' .., I' .. 

" ••• ~ounc:t doWn and' eventual-iysuspended its' 
. construction·activities,'::afte.·r-receivinq.· - "': 

Edison's letter ,of November :3 ,1987 .. (whereiri 
Edison disapproves a '"site relocation ·to which 'c. 

it had earlier agreed.J." (Id.., 57l) • 

.. "''' -.., 
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Colmae:·';fil:ed. :a"":.complaint:wit,h;.the-~Comm:ission;.,on·:,NoyenWer,\'l2, 1987. 
'Ourdecision ·waS: issued' April.· 26 ;.:' 19'89.:-:: Having,> ~wound·,. down and. 
eventually" :suspended;: ~const...""Uetion' act'ivities~ pendingthe~ 
resolut'::i;on .ot';'i ts compla.int 'at: the- Conunission',Colmac expected no:'t: 
onlya:n ~xtens'ion but also. an escalation., , Arguably,: a-.~v:-indicated 
complainant miqhtdeserveeapaeity price ~calation.wb.en .. it was, 
reqciired~"to:; suspend 'acti vities" pending.: our, .. decision. We' ·concl uded, 
however ,', -;thatno- escalation' was. appropri~te~. 

"~ . In· 'contrast: '. ", 

HSince execution ot the subject StAndard otter. 
#' 2,contracts .in 1987, PS,E has diligently 
pursueCl .development,; construction and u-l timate' 
operation ot' the related tac,ili ties. H (PSE 
Supplemental Pleadinq, p. 7'~J 

, . , ~ 

If it was not equitable', 'to escalate,'Colniae~s'capaeityprice table, 
given these t~cts, it 'iscert'a1nlY,not·equitable' to'd~""~o tor PSE • 

. , ,~." ,PSE argues thb.t it. is entitled to escalated capacity 
pri~es . ~ven if "~scai~t~d priees would have a detrim~X?-t~~, e~fe~ on 
ratepayers, .. citing. D.86~10.~038., . In 0.8:6-10-038, however, we 
a~tho~i~~~ .ca~~CitY .p'rices,ioX"5,tand~~d otter 4,: (S04), o~lythrough 
1990. .This provides capacitypriees up totive yearsatter the 

• • • .......~. I' \ •• • ..' 

suspensio.n ot .. S~4. (See 0.85-04-075 anClD.85-07~oi1 for"the .' 
suspension of,504' . .) .We ,did n~t ~stabli'sli ~scaiated capa:city prices 
beyo~CLi990'!~r S04. Theretore eXtension ,'(:but not' escaiation) ot 
502 cap~~:i.typr'i~e~· for'fi~e years after: 502 suspe'~sio~'i~'''' . 

consistent with. our administration of 504 capacity .. pri~es following' 
50.4 .suspension •. , The. resu1.t.here. is the same ,for S02 a:s~.th:at'" tor" 

. .. " .' , . - ., .. ," ,~, . . ' , . ,,' .. , . .",' \ . 

504. 
, . '. PSE .. avers it ,has d.iligently. pursued ultimate 'o"peration of 

t.~e instant proje'Cts~ Sinee.".o.87·-69.~025.',' PSE-ha~' 'ljeen':certain of 
receiving SZOZ/kw"':year.' ·.PsE·~$ 'or.ly'co~cern is that ti~a~ci~CJhas 

, ,.'., I' •• 

been ·.made ,ditfieul t since .. tinanciers . may be, ,confused ljythe price 
t~ ~~eh~PsE,i~,entitle~~<~~s, a 'reS~1t:,o~:p":,87~0~~025~" .. T~'·~e eXtent 
that is a problem, we solve that 'dilemma with. this decision • 

.. ,.:..~)~) ,_ --::,~,' .':: .' I \/ •• ,: '. ~ • .J:'-
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".,' We" 'alsO:' consider: ~ wh.ether' PG&E.-:; might: have. -intentionally ... ' 
delayed contract::' signing'- to nann.: these: proj ects., That is ", after.we 
directed. PG&E to-- sign 502' contracts>for'five" projects and· sign- the 
contract: for' a> sixth pro.j~. 'i~ a 'notarized. site" contro-l ;:lettex: was 
provided,:'within, 10- busines$:~ d.ays, 'PG&E': mig-ht have continued ,to 
delay • Improper' delay by PG&E might' harm theproj,ects" .~" , 
part'icularly' if-there would'~' }:)e' no 'capacity price- escalati.on~ ... ' We 
would not want that to occur;.~'anct, it such action were:-p:r:.oven, we 
might resolve the issue betore us differently'... But",PSE-:here 
neither asserts:': ," , ~ ",' r,.>-. 

N ... ,.,nor: does.P5E contend. that'a!t'irmati ve action 
on its'petition..!s required·asaresult.ot ,any 
conduct on PG&E's partin executing and 
administering the contracts which. are the 
subj ect ~f .:tllis proceeding _ N . (Motion Of PSE 
For Leave To- File Supplemental Plead.'inq And 
Revised., Request 'for' Rel ief, ,..P'. '2 .. ) 

Therefore, there is"no bas:r:stofind'any PG&E conduCt ilnproper. 
§~:'coMlusiOn: ...... ';', .',' " .. :". '.," " :;, 

" 

• 

we'firid:,' no ba;r:it~' 'deviate'fr~m 'our 'basic 'principle that 
th.~ 'QF:bl!LS' 'f'ive y~~s 'i:;;om: f~nal 'c'ontr;ct exeeuti'on' to~eomEi '6ri'-line • 
at ~Pa~':i.~y' 'prices ~xtended to' th:e'yeai -'of operation but' nct 
escalated'pas:t1991.' ' Irithis case',"P5E' has' five years after :final 
execJti~ri :~f ~e' four :502 'contrdcts:sUJ:,j:eet to thi's' petit:ion t'o, ' 
b~in9' :'th~ , f6~' p~ci:f edts' . on~line' ':at a'~ieveii'ied. 'capacity:'pr±ee of, 
$202/k.W-yeaf~:' "",., .",', ",,', " .... .. " . " 
Finding:;' o{'hct ',':' ,'., ',.' " .' ',' :~' . 

, .. i.'" ... 502 was suspended' a's. of March ~19', , 1986 by '0;86':0'3-069 'and 
indefinitely suspended as of Mareh 19, 1986 by 0.86-05-024 • 
.. ' .'.:~ -' 2~' ,;n O.!3'6i 'O'S:"024 ..,Ie ,stated :'that a QF,'whien could. have, but 

had not;' . satisfied all~ontraCt signing prerequisi tesas'of . 
Mar~h19~ '1986 shoUld ha~.-a :'a rea'so;naDie~:opportuni ty to:cure 
defi6ien6ies in its ~ubmittal's as'-theY"existed on" MarC:h"'19;"l9S6.: 

.... :.:; , 3:" A' reasOnab'le ~6pp~~un:i:ty .', is 'n~ither': '~n" i:nde! 1:"i te ::;nor an 
excess!.;J~ ~ pe~i'Od .,,':: ,". =. " . ::. '. - ~ ;; :., <::. ,> .. p':':> - (' " ',. ~ 

• 



.' 

• 

• 

• 
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....:. _ .. ' ',"-, .. ~ ."~ " :-, ~.I:: ,;"~I ! .... ~,.,.~ ,- d I· .. · .. "', . # •• ,.' "" , , 

4.. S02 contracts are to be "executed' promptly'upon the QF 
curinq deficie~~'iei:-thdt existe(§.';as -of>'March ':i9,i9'S:6: ' .' 

5. Upon curing deficiencies that existed as of March 19, 
19SI) and e?Cecutinq an S02 cont~aCt'; the OF is entitled to that 
which the QF could reasonably expect tor a contract as if tully 

••• ~::'~. :;" .".::..~_. -' ','_: .::,~. " .. - • "', "--' •• ~ _' •••• ' ... '" ,I ••••• ~ ,'" " 

executed. ilmnediately before ·the S02 . suspension . on' March "19, 1986 .. 
, . 6~ ''';-'By''~O .. 87':''09..:.oi5 we added' capacity'prices for SO'z':tnrouqh 

-', . ': ;j',":I~ '; .:""' " . ".' ,11,"', "":' . \'" ,"" ),h, " '" .~ .' ~ .,". 

1991,or thetull five ye'ars aQF could reasona.blyexpect'·for'an 
. ',~ .• : "',_'l, ,", 'r:": -""~:,~,, - ,.' ....... " '., ~t',. W r," ",\,' ...•.• ' " , 

S02 contract exeeuted :unmed.iately 'before . the 502 'suspension"on ~ '. 

March
':" ::1":'9,'; 19-~';. ,: .::: .. :: :.: "," ... '.':: ' ..... :, .> ,,' QQ' or ........ :,. ••••. ! .... , 

'~~" .. 7:'':::~~fe :~p~ropriate'~we apply>the pr:lnciplethat a 'Q;:'has' 
ti v~ 'Y~af.s· from -- finai:' standard ofte:i:co~tra.Ct· execution :t:o . come' on
line at the prices the QF could> exPect "'tor contracts'tully executed 
w~d:i~tely;"betgr~ thE(stiridarCl otfer suspension ('i.e:' ~·:·'an 
extension but no escalation of the capacity price). 

8. We discussed or ap.plied this principle in 0.88-08-054 
(crocket,:~:·-and. D:;;8-9,;"04';;;081 (Colmac) .. 

..... ',',"" /' "~,... ~ .. f·" 

9:' "Colmac~wO\Uld-"down and eventually suspended construction 
..... .~. ". ~ '.... '. ~ " ....... ~.' ..• 

pending- a~·Commiss:ton.~decision • 
. ' ~ .... Y"\.~ ~--'_.":' ... ' ",' ... "",,:,,'".''' 

10 ... ': ~:W~,; ~~~~;~at'" despite the fact that Colmac suspended 
oonstruction pending- our decision, it was entitled to an extension 
but not an escalation of the capacity price. 

11. It was not equit~le to escalatc"ColMcts~:;capac-ityprice 
clespite construction termination, and it is notequ.itabie to 
escalate PSE's capacity price. 

12. Extension but not escalation of 502 capacity prices 
f...o~.,fAYe. ,years. 'after S02 suspension is consistent with our 
... v. ")"I'~c;;Gr ""' -r -1' '"' '-(. " ...... I~~..... • 
~ami~ls~r;tion ct 504Ac~acity prices ~tter $04 suspension. 
:." vf.l ..... -:0(-1.:((1 O::V~b. ")l, W . . ... 

", .,.1"3:. ... ~.cr. ..p~rj:~. asserts that PG&E' s executlon and adlnl.nl.stratl.on 
.,.. ·'VJ t;;..;.1Yr";'~~ :VV"':;) 

of ~~~: c?ntra~ .~ .. !!~ are the Subject of this prooeeding have ~een 
improper-... - '" .,.~. :-.:::,' \\ 

~, -;.;.:. -. ," ;.,.,~~.,,-- \~iI" 
ConeluN:ons "en: :y..ay.:~. " ~. 
--~ .. '}~ ,'\\ .. , .... '.'. 
"~O" .,..- -,' ~.~.:.:. - :J;..C. i'e n.":t::in. l:--cap;ae.i:tY price to which PSE is entitled should 
• .::>O~..., Ovr.-~X'l" W .. v. "':.'~ '. .\ -!:;-

be extended· from '1:99.;( ~o "19'92, but not escalated .. , , 
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, .. 2 _.. The. order.. should .be .. effec:t:i v..e . on the. date . sigl1ed to 
.... _'." '._'_' ... " ..... ~ .•• , .~~ , ...... I_ ..... ).,~) ~ •. j.~ ._' .... ' •• :,,; ..... ~ ... ·_.:"'··,,,,'·.·-:·l:-'....; /', .,' 

satisfy PSE'sneed for~tilnely .disposition of ,its petition. 
'O'. _ ." .~ ....... , ... ," .. _' .... , "~',1.~'._,,'.,·' _.~ ' ..•. ~:~~ .. :,~ ... '." .• ~ .. , 

,:-'" "~:":" ' ,: ' 

...... , .... ", 
' .... , .. 0 R D E R . 

.': .. ~' . ,. ,:tt~:IS:.:~~~ .. th~~'.':E>~~';'}~c.:; .Granit~ Road:~c6~ri;::Inc., 
...... " ... - f' .......... ~ '-... _'j _'''',.1 .. ,. '. " ..... 1, ••. '.,', •. "", ',. h Y v'" ."~, •• " .. ', ' • .'~,' , •• ,' 

Badger. creek CoGen.I- ,_.Inc. , , _Live ,Oak. coGen f Inc.,. and McKittrick . 
• ~'_ ... ~.-.- .• 0I_~. "--.,,,. ",~, __ , "", ;' •• ,.I ... ~J'. J. ,,,.1 .. ' ,: ',-0 .', .• , ... a'.~" :. • ',... . 

COGen,.~Inc_. (collectively.herein ~:E>SEH) ... .have five years. from final 
contr~ct _ ~e~tion . to' b~ing,. th~ir" proj ~cts ',on-line' at aiev~lized. 
capacity 'prie~ f~r 'the 'lite' ~fthe contr~et of $202 ·per~_k:i.lowatt-
per: ,:yea~. ~cept. to .:' tl?-e " ext~nt . thus qranted" pst' s p~ti tion to 

. .JnodifY,.,Decision .S7:,,:~09-.0.25 _.is,.denied •. '. This. proceeding .is closed • 
. ~.:~~~ .", ~ ~~: ~~d~; ... ~~' ~;~~~iV~,',t~,~~Y,~;' '....... ", ':.... .: .. , " " 

... Dated September .6,. 1991, at, ~an.r:ranciscof·caiifo:rnia.· 
. 1" ~ ' •• ~ ... '.', .: ... , ..•• ' ..... .' .... ,~"">... ...... _.,'."'~.....,~~!~.,.'~. '\-i.~, •• ;~ ..... , ,I~ ... ,'.j':"~'-.t."J.:\'· ':':'~.: 

I abstain. 

·;':.''::1s/':::;'·G;::'MITCHELL=:WILK.:1:~::.~.t:~~:>~.::':' 

~. * '. commissioner ".,. .'.. , _ . 
"" ........... ~, _ ,,, .. _. ~".... ",. ,.d' •• •• __ ..... ..... ,R , __ ~ ... > 

-..... ', 
, .. ",.'.,...-

• 


