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Decision 91=-09-029 Septembex 6, 1991 3P 91991

BEFORE THE. PUBLIC. UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Among Other Things, to Increase - ' Ap!lcaﬂ:@u AE‘B

Its Rates-and Charges: for Electric -(Petition . .for. Mod;fmcat;on

Applacat;onxof Pac;f;c—Gas*and L)
g

and Gas, Serv1ce..,,w' _ ; , flled July 26, 1990)
)
)

Electric. Company for Authority,

T e
e L ‘,‘r-_‘.

v(Electricrand- Gas) U29M”

AR

. ‘ ‘on. July 26 1990 PSE,,Inc.; along w;th Granlte Road
CQGen, Inc.;'Bgdqer Creek CQGen, Inc., vae Oak CoGen, Inc.,‘and
McKattr;ck“EB&én, Inc., each a wholly owhed subs idiary of PSE,
Inc. (collectlvely hereln,”PSE”) filed a petltlon to modlry
Decxs&on (D ) 87-09-025.? PSE requests an, extensmon of the
Stahdard orfer 2 (802) capac;ty pr;ce table from 1991 to 1nclude
one. addltlonal year (1992) and an escaWatlon of the 1991 capaclty
prxce rrom 5202 pex kmlowatt-year (/kw-year) to $213/kw-year fox
1992. By today s dec;s;on, we deny PSE's petztlon for capac;ty
price escalatlon and arflrm that PSE has flve years from flnal
contract execut;on to brlng rour projects on—llne at a 1evel;zed

e g, T W, m A e w
[ ]

1 PSE, Inc. is now known as Destec Holdings, Inc., having
formally changed its name on December 14, 1990. To avoid
confusion, petitioner continued to refer to itself as PSE, Inc.,
and we do so as well.

2 In D.87-09-025 the Commission granted Pacific Gas and Electric
Company’s (PG&E) Petition for Modification of D.83-12-068. .
D.83-12-068 -the Commission had adopted. capacity price tables for
various standard offers, including $02, through 1988, and in its
Petition PG&E requested that +the Commission extend and. escalate
capacity price tables for $02 Qualifying Facilities (QFs) for
1989-1991.
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"7 PSE. and PGSE fully executed four SO2  contracts-on May 29,
1987. No party d;sputes that under the.temms: of S02, PSE.has: f;ve
years. from final contract executmon o’ bring tnese project* -
on-llne.n The prlce ‘paid for the capacity supplied by 2- project e
depends on the year that the project begins operation and ‘the ' -
length of the contract. By D.87-09-025 we. extended prevxous

1991. The issue here is what the capacxty price should be if PSE’s
projects come on-line in 1992." "PSE" arques that the price should be
escalated to a level of $213/kW-year for a 20-year contract. PG&E
and the Commission’s Division of Ratepayer Advocates (DRA) argue
that the ex;stlng approved capaolty prlce should be contlnued to
1992 at. the 1291 level ot Szoz/kw-year w;thout escalatlon. | -
: Bac) g .

ij ‘The Comm1551on granted an emergency mot;on on March 19,
1986 to suepend $0z (D. 86-03-069) end after hear;nq, xndef;n;tély
suspended soz on May 7 1986 (D 86-05-024). We gave dlrect;on
in D 86-05-024 for the complet;on of contraets that were pend;ng on
the date of suspensxon.l PG&E and PSE were unable o resolve
d;sputes regardlng several pendlng PSE soz power purchase o
agreements (PPAs)._ On May 28, 1986, PSE rlled a complalnt
requestzng that the Commlssmon order PG&E to execute soz contracte
with PSE. The Comm1551on ordered PGLE tO sign 502’ contract* for
five projects, and to sign a contract for a sixth project upon PSE
providing PG&E a notarized copy of a site control letter within 10

R

37-502 is ‘one of four standard"offers we' requlre electrzc S
utilities to make available -for the purchase of electrlclty from
cogenerators and small power producers.¢.ﬁkd BT
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days of the Comm;ss;on decms;on»(b 86—i2-0611 egfeetryeﬁf
December 17, 1986). ' | T
3] E_Peti ! (odif

In lts Pet;tlon PSE argues that because lt was requlred
to institute lltrqatlon aqalnst PG&E to enforce contract
performance (via D. 86—12-061), PSE’s contracts werennot-SLgned
until 1987. (Accordxng to PG&E PSE executed the, PPAs on April 30,
1987 and PG&E did so on May 29, 1987.) PSE has fzve years under
502 to br;nq its projects on-line (unt;l May 1992). Slnce 'PSE’s
progects mey not be operat;onel untll 1992, beyond the txme covered
under the exlstlng 802 capacrty prlce tables, PSE seeks “an’”
extenSLon and escalatlon ot ‘the capaczty pr;ces to promote;"'“
Mcomplet;on of project f;nanczng.\(

PSE proposes a s;mple mathematzcal calculat;on ‘of the

oy R

1992 pr;ce us;ng the assumptlons understood to have been used 1n"
the prevxous exten.;on and escalatlon (D 87-09-025) Accord;ng to
PSE, this increases the 1991 levellzed capaclty value trom szoszw-

year to 5216/kw-year ror 1992 (a 7% 1ncrease w;th an energy
rellabllzty 1ndex (ERI) of l 0 tor 1989 1992) (PSE subsequently
leed a rev;sed request for rellef that lowered the escalatron from
7% to 5. 65% ) PSE argues that- o ' :

”...the Commission stated [1n D 87—09-025] that
a QF [Qualifying Facility] ‘must-have such a. .-
schedule- established for.all years in which. the
QF could come ‘on-line” (id.)" and concluded; as’
‘a matter of law, that QFs-‘are ‘entitled to -

. .receive levelized capacity prices derived by

A T TV Sl e Sl
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-3 Gran;te Road CoGen, Inc.r Badger Creek CoGen, Inc., lee Oak
CoGen, Inc., and McKittrick CoGen, Inc. are four of the six
projectS'addressed'in D.86~12«061. - The other two projects are Bear
Mountain-and Chalk Cliff. The Bear Mountain project.and. another
project known as Kern Bluff are the ubject of Appl;cat;on (A.)
90~05-037, which Seeks-approval. of-an- amendment. to the power. -
purchase aqreement with Bear Mountain, including the termination of
the Kerm.Bluff project.




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

extending and escalating Table VI-dxwx.’ id..,
Conclusion of Law No. 1, p. 16.” (PSE
Petition, p. 2.)

PN .

R T I

Flnally, PSE argues that:

”No hearmng is requxred because here, as the
Commission there [D.87=09=025} ‘concluded, -
’£illing. in.the-additicnal years is a .
ministerial act.’ zd. at p; 7 ” (PSE
Pet:.t:x.on, pp. 2—3 )
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e, g In its formal protest, PG&E contends“that PSE’s petatlon
'should be denled “for two reasons._ F;r st, what PSE xs really
requestlng,yaccordlng to PG&E, are 1987 302 “PAs, desplte the‘zqﬂ'
Commission’s suspendlng soz s in 1986._ When the Comm1551on allowed
PSE to cure defects in its 1986 submlttal, it ent;tled PSE ‘to 1986
S02 PRAs only, PG&E asserts.\ In support,_PG&E c1tes D. 88-08—0b4
(”Crockett”), whereln the Comm;ss;on rejected tbe proposltlon that
a QF is ent;tled to escalated capaclty pr;ces when a project’
operat;ng date ‘is delayed due to force majeure.

o Second ‘the requested relzer is based on PSE's own
_rallure to comply rully wmth soz ,lgnature prorequzsltes 1n 1986
accordzng o PG&E. PG&E argues that PSE should not be permztted a
multi-million dollaxr windfall (estzmated by PG&E to be SlS million
in 1990 dollars) because .O0f. PSE’S OWn errors.

DRA rlled a’ tlmely protest.n DRA_arques that by
D.87-09=-025 the Commission has already extended and-escalated the
capacity price table for projects which begin operation as late as
1991 (or five years after the 1986 suspension of S02). The
Commission recognized the reascnable expectations of QFs.at._the .
time of the- $02 suspen51on, accord;ng to- DRA. ‘Since’ the- escalatlon
of the firm capac;ty price table to: 1991 ‘made QFs whole based on
thelr reasonable expectatlons at the tmme they accepted 'S02, DRA
argues~that PSE actually ls seeklng to be made better off.;A

_r L
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. DRA.-asserts: that the mere fact. PSE‘has until. 1892 to
bring. its: projects on-line: does not.entitle PSE . to escalated
capacity prices. - DRA-claims that according to D. 89 04-081
(#Colmac”), the time: spent on litigation may. ent;tle a QP to an
extension of its on-line date but does not entitle the Q?:;°‘?P
escalation;ozma:£i:mwcapacity1pricg,;,$¢”‘;« e ;”H,js
3.4 PSE’s ReDIV': (o =cic oo Lr L

.n. oo ~-On December. 14, 1990 PSE-leed a.reply to the protests
of PG&E and DRA. - PSE asserts-the delays in PSE’s projects were
caused- by -PG&E’S. improper- refusal.to sign those contracts, as PSE
clains the Commission found in [.86-12—-061. . PSE. charges lt Ls _
PG&E--not PSE——who -seeks to benefit-from its own failure to comply
with the Commission’s -orders. o . .

Moreover, -PSE. assertg it seeks only to be made whole by
the extension -and escalation, and -that .ratepayers will bena:;t.,
PSE claims that an extension‘-and escalation of the capaczty prxce
table would provide PSE only-with the.economic equivalent of the
1986 PPAto which the Commission already has determined it is
entitled.a,since;PSE»didynotmpbtain~itquully,éxecutedﬁgpnt:agts”
until 1987 -and thus has until 1992 -to bring.the prcjects-on—line,;
the correct measure .of ;the full avoided.cest would reflect the. |
increase in'costs -that result from inflation, according to PSE. .

PSE claims that PG&E and DRA exr when they clalm Lhat PSE
is attempting to make itself better off.  PSE asserts. thelr
comparisons incorrectly ignore the.cost side of the. cquatlon and .
assume:that PSE is required to del;ver power to PG&E ;n 1992 at B
199l prices. . .- T ST SRR

~PSE -arques the proper compar;son usee 1991 capaczty «
prices for a 1991;on-line.date and 1992 capacity prices for ;L1992
on-line date. PSE:estimates that customers benefit from.the
deferral of PSE’s prcjects by~$8.8" mmlllon (net ‘present. value to
1990). 1In addltxon, PSE.. cla;ms that extend;ng the’ capac;ty price
table is consistent with Commission"policy.’ PSE. argues-D.83-08-054

- 1
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and D. 89-04-081'are d;stzngulshable from its” own circumstances.
Moreover, "PSE" claims’ that- D.£8=08=054 (at-mimeo. p.>9) 'establishes:
the pr;ncmple that' QFs are-‘entitled- to capacity prices fixed: under.
the plannlng assumptzons current” when thelr contract-xs smgned with
the utllltyt S 5 P L - .o . e s
Finally, PSE claims equitable' and- publzc.polyqr
consxderatlons favor extension and escalation of the capacity price
table. PSE asserts it had no control over PG&E’s. execution of its
contracts, ‘and that ‘any delays are attributable to PG&E. -
Callfornla‘publlC“pollcy'15 ‘designed to''encourage the development. .
of cogeneratmon ‘(Public Utilities Code §§:821, et seq.), clainms :
PSE. ‘PSE asserts that it is not asking to be treated: dlfferently
than other QFs, and *that its situation is comparable to the
extensions granted othexr QFs which signed contracts in 1986 and
have had five years from contract ‘signing to come on-line.
3. 5 PSE Hbtaon zor Leave to'Plle Supplemental ‘

-

on Febi-ua'ry 26, 1991, PSE filed’ ‘its "Motion of :PSE Inc.
for" Leave to File Supplemental Pleading and Revised Request- for
Relief.”  PSE seeks receipt ‘of the additional materiali to provide a
more complete recoxrd, narrow the ‘issues, and propose a significant
concess;on in the requested rel;ef‘that, accordlnq to-PSE, ‘warrants
the’ Comm;ss;on's consmderatlon. R ‘ C
" 'PSE presents several arguments in its supplemental
pleadlng. 'First“*PSE’argueS‘tHat“the"issue is ‘'whether PSE’s
absolute’ rlght o a* ‘five=year period ‘te ‘bring the projects on-line
can be effectively diminished by restricting the capacity ' payments
PSE will ‘receive should the projects not come on-line until 1992.
citing D.89-04-081 and D.88=-08-054 PSE states that:
#It is true the-Commission has declined to both
extend and escalate capacity prices. in
circumstances where litigation or ‘force

" ‘majeure’-events-have precluded-the QF from-
.. commencing: project operations. within f;ve,yg;;s
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-0 rof ‘contract-execution.”. - (PSE- Suppiemental .-
Pleadlngh Pe 37 emphas;s ;n or;gznal )

»..PSE-.argues "this-case; however, -does not lnvolve L
interruption of the five-year project .development by eithex .
litigation-oxr ~“force majeure” events.. PSE asserts that Ait.is. not
asking the Commission to extend its five—year.deadllnefand_to ]
escalate capacity prices due to- external .events occurring before
contract execution-which:omay have precluded its ability:.to commence
' operations:within the original five-year period. Rather, PSE. _
is asking only that-it: be-allowed to exercise its right. to. come on—
line within the:prescribed:five-year -period. PSE asserts-this is a
different situation:than those-the Commission- has previeusly;
addressed. . oo n Sln e e e .

ot L Second; PSES cla;ms that its.. requestlls cons;stent w1th
stated' commission policy. . PSE notes-the Commission:explained.why
‘the five~year period“begins:when;thevcontract;haswbeen,executed.by
both" partles.as.tollows-~- N -

‘.l zer#The five-year: requlremen* should begln on.the
. earliest date a QF can be reasonably expected
to pursue project development. A QF cannot be -
expected to approach financing: Lnstztutxons,
- fuel suppliers, or government entities without
a fully executed contract. PG&E‘’s Interim
Standard Offer No. 4 language clearly states
that the agreement is effective as of the last
signature date. o expect a OF £o commence
development activities prior to the effegtive
date of the aareement would be unxeasenable.
(2ee D.88-10-03 [si¢: should be D.88-10-032],
nimee. at p. 287 emphas;s added) .” (PSE
Supplemental Pleading, p. 4.)

| ‘Tﬁitd “PSE argues- the ultimate resolution of its petition
sbould ‘be’ ‘based on cons;deratlcns of fairness and equity inherent
in D. 87-09-025.' Th that regard," PSE"netes the earliest’the
contracts could have been szgned was’ January 1987, ‘after the
issuance of D.86-12-06L1. Contracts were finally executed in mid-
1987. PSE relied on its entitlement to the same five-year period
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enjoyed by other QFs, - never walved -0x, otherwise: forfemted this
important right, and planned on this basis. ‘Citing“D: 86-10~ 038,
PSE argues that-the Commission has rejected . arguments- that
escalating- capacity tables would havera:detrimental impact:upen:
PG&E’s- ratepayers-where, as here, entitlement to-escalated. prlces
has been-demonstrated: '~ .~ . il UL LotINL DT Bl LunDooes

[,

WETe 0L Tpinally, PSETassertsiitihas dll;gently pursued: S
' development,’ construction,-and ultimate operation:of.the. instant. -
projects. "It has not. been'in PSE‘’s interest torintentionally delay
“the start-up of such projects to 1992, .according. to PSE. - PSE.
argues’ that’ it alone among:QFs~should.not be denied its:right to a
full five'years in which to-come on-line-at-capacity prices which.
retlect the fact that costs invariably increase over time.:: - -
‘Notwithstanding these arguments;, PSE.reduces.its request
for relief. " PSE says  it' is not ummindful.of the Commission’s.
ongeing concern- about: the’ impact of utility-QF power purchases upon
California ratepayers. PSE argues that its reply to the protests,
of PG&E and DRA- demonstrates~that ‘PSE’s: commencement of operations
in 1992 would actually benefxt ratepayers.. Nevertheless, PSE
modifies its petition to-base the - requested escalatlon -on the
escalation rate for capztal construct;on costs forecast by PG&E
itself in its most recent: general rate. case’ preceed;ng- This
escalation is 5. 65¢ from 1991 to 1992 accord;ng to PSE.

3.6 OppOSItlon.of PGKE to Motion of PSE
Inc- ror Leave to lee Supplemental o

on March 28, 1991, PGAE tiied an opposition to PSE’s

~ Motion for Leave to File Supplemental. Pleading. and Revised Request
for.-Relief. . PG&E. argues.that the motion should be den;ed sznce FSE
does notuexplazn why the. poents-made.en the supplemental pleadlng
wexe not; included-in the xeply. PSE J‘:J.led on December 14, 199C. ..

on
LA

-
L
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.

oo~ -~ Should the.CQmmlsslon grant the mot;on, PGLE offers
several comments.; Flrst, PG&E . clalms that PSE lncorrectly persasts

depriving.PSE.of the full five-yeax development per;od called for '
in its SO2 PPAs. PG&E does not dlspute that PSE has a full flve
years to bring.the projects on—llne.";

Second, PG&E - argues’ that “the . only lssue is wnether PSE is
entitled to addltlonal profats under its 8025 due to the fact that
the relevant SO2s were not signed- untll 1987. PG&E argues:

#The Commission’s December 17, 1986 decision
(D.86-12~061) makes clear that what was being
granted PSE was the ability to execute S02s as

Af it had donc so before the 1986 suspension of

the availability of $Q2.” (Opposition of PG&E,

p. 6; emphasis in original.) o :

. F;nally, accordang to PG&E, 'PSE gratuitously offers to
decrease the 1n£lat;on flgure used in calculatlng ‘the escalation
rate.: Thas decrease from 7% to 5.65% reduces the windfall to PSE,
asserts PG&E,, rom SlS 0 mllllon to $12.3 million net present value
(usang 1990 dollars). PG&E argues, however, that the ‘result urged
by PSE 1s stall lnappreprlate. e - e

2 : B Rt S R IR

K *-x-pféaea;.siaa conference vas held'on Jime's, 1991 No¥ -
party requested the opportunlty to submit’ test;mony or briefs.
PSE, in fact, asserts that lt wzll take 8- to 12 months after a
Commission decaslon for. the pro:ects to~come on—llne and that
hearings will delay the lssuance or a dec;saon.ﬂ PSE andlcates that
it is satlsfled.wath the.Commlssmon mak;ng a-decision based on the
material that has been flled and that any delay may"jeopardlze
the prcjects.

The admlnlstratlve Taw judge (ALJ) granted PSE’s motion
for leave to fmle its supplemental pleadlng and revised- request for
relief. Slnce PG&E and DRA‘argued that’ nearlngs mlgrt be necessary
if the supplemental pleadlnq was allowed;" the ALY allowed them"
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seven days (untxl Sune 12, 1991) to” r:xe"motlons, anludlng offers

et

of proof, requestlng hearzngs- No‘motlons were f;led.

. - - 'm Ly EP. IR e o . AT

o "‘f In lndeflnltely suspendlng SOZ, we stated regardlnq
projects impacted by the’ suspenslon“ - SR '

»In essence, the matter to be resolved as to a™-
given project is: the project’s status on the
date of the Standard Offer 2 suspension

(March 19, 1986). If the project had rxeached a
stage by that date where it could have
satisfied all contract signing prerequisites...
then that developer should have a reasonable
opportunity to cure deficiencies in its
.submittals as.-they existed when the' suspension
occurred.” (D~86 05-024 Conclu51on of Law 2,
21 CPUC 24 137.)"

- . We, expected the. curmng of. defzczenc;es to be prompt,
since.a ”reasonable opportunxty 15 nemther an Lndetlnlte nor
excessive pexiod. Contract executlon should be equally prompt.‘_
Upon qu;ckly completing. thls -process, .we expected the QF to be
entitled to. that which the QF was cntltled 1mmed1ately before the
502 suspension on March 19, 1986, ne;ther more nor less. ‘

Because $02 did not contain contract capaclty prlces for
five years -after 1986, by D.37-09-025 we. added przces for years
1989 through 1991.. say;ng' e -

#_..the. QF -has. :1ve years a:ter ozgnlng Lts
contract within which teo come on-line.

- Consequently, a“QF that is-entitled to a
capacity price schedule determined as of the

" date of contract execution must have such a

. schedule: -established for all years:in Whlch;wM:ih

-that QF could come on-line.” (D.87-09-025,

‘mimeo. p. 5.) R

By-adding prices.through. 1991, we : added the pr;ces to whlch a QF
. could expect to be ent;tled upon - promptly curmng a contract

rdefxczency andprenderlng the. contract val;d as lf s;gned
immediately. before.- the soz. suspensmon (March 19 1986).b_“ﬁ
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PSE and PG&E failed to reach agreement on several
contracts. T PSE-‘filed a 'complaint. . ”By. D.86-12-061 (effective
December 17, 1986) we ordered PG&E. to 'sign S02- contracts  for- five .
projects ‘and: tor'sign’an S02 ‘contract forsa sixth:project contingent
‘upon'“PSE ‘providing PGEE a notarized copy: of a site control lettexr
within “T0 business days of the effective date of the decision. We
were mot aware of any reason'-for the. parties to. wait evem 10 -
business days to sign the contracts. for the five projects. For the
sixth project, we gave PSE days (not months) to cure the one
deficiency, just as we' prcvzded days (not,months) in D.86-03-069
(Crossflow Hyaroelectr;c.ngen.seven days) and D 86-05—0‘4 (Jaoudi
Industrial & Trading- COrporatlon glven 10 days) Upon recezpt of
the notarized copy of a site control letter,‘we were not aware of
any reason “for the parties .to further delay contract-signing.

‘We' referred to the six projects as Y1986 projects” (e.g.,
see Finding ‘of Fact 3, 'Conclusion of Law 2. Ordering Paragraph 1 in
D.86=12=-061). ~Upon curing :the -one deficiency for one project and
signing the six contracts, our intent was for the 71986” projects
to-have five 'years from contract signing to .come on-line, but at
the prices a QF could reasonably expect at the time of -the $02.
suspension. - The prices that could reasonably be -expected at the
time of -the 'SO2 "suspension are the prices for. a contract as-if
fully executed immediately before the date of suspension :(March- 19,
1986). As we sald Ln D. 36—12—061-‘ g : ' e

”By D. 86-03-069 and Dh86-05-024 the Commission
intended .to.end the ava;lab;llty of Standard
Offer 2 as of - March 19, 1986 o (23 cruc Zd
63.) - - o e e

PSE and PG&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 projects onfllne can. e effect;vely
diminished by restrlctzng theucapaczty paymentg PSE-. wmll receive
from PG&E. PSE asse:ts it is. eI;glble to recemve the econcmlc

¥ . w e e T e
L L - - ey - . L S ! N
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equlvalemt.of the 1986 PPA. ‘which. is. the 1991 capacxﬁy~pr1ce
escalated-tov1992.J We' disagree. LT - oo - - < -
CoutLrel s Our intentwas torallow a ”reasonable opportunlty” f&n

QFs to cure.deficiencies. and-thexeby: become eligibkle for .a. capac;:y
price no greater than that which the QF would be eligible to .
receive .five years after:the suspension, or.-159L. We .have stated
thlsuprzncmple dn: similaricases.. \Eorrexample,-in.Dﬂ8&793-059,wq1m
sadd: onmoealT ey o ST s s T AT . ORI

- I#BEven if Crockett were-to: w1n.1ts force majeure
~ claim and so extend its permmssxble on=line \‘
date, we reject the proposition that it-'alse '
a~tww°uld~be entitled to escalated capacity -
- . prices.” (D. 88~08-054,, m;meo. P. 9. )

While the ‘circumstances were somewhat different for Crockett than
PSE, the principle is the .same:to:allow the QF -the. full five
‘years.from-contract.execution to come.on-line, but without  an- ,
escalated ‘capacity price.: ‘We extend, but:do not. .escalate, the - -
capac;ty'pr;ce_ DIDNIL L D mema mo N e g e
. st While the - exact cmrcumstances -Lor COlmac were . somewhat

different than PSE, we applied. the: same~pr1nc1ple dnoo e .
D.89-04-081. " There we' granted Colmac an extension of 184 days ror
project completion (unless: the*partxes agreed to another -number of
days);’but we saidz . .. .. S [ .

7The tables setting out the»payments for flrm o
capacity and for energy for the first ten years
of operation should be extended but not
escalated, to accommodate 2 new firm- operatlon
date to be agreed on by the parties.” -
ég 8?—04-081, Conclusion of Law 8, 31 CPUC 24

. 572 - .. | . :

We-Lound- that: COlmac had-

#_..wound down and’ eveﬁtually suspended its
* construction activitiescafter -receiving.. e
. Edison’s letter of November 3, 1987 [whereln
' Edison dlsapproves ‘a "site relecatien to which
it had earlier agreed].” (Id., 571).
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colmac: filed a~complaint with. the Commission: on November.i2, 1987.
ouxr decision was” issued April. 26, 1989. :Having.”wound. down and.
eventually suspendec: construction activities” pending the-
resolution of its complaint at: the Commission, Colmac expected not
only an extension but also.an escalation.. L Arguably,-a-vindicated
cemplainant might desexrve capacity price escalation when- it was
required to suspend activities pending: our decision. We concluded,
however;\thatﬁno;escalation:waskappropriate;-~

~In ‘contrastr:r : e :

#Since execution of the subject Standard otrer

# 2. contracts in 1987, PSE has diligently

pursued developnment,. constructlon and ultimate

operation of the related facilities.” (PSE

Supplenental Pleadlng, P. 7- ) 4 ‘
If it was net equ;table to escalate cOlmac's capac;ty prmce table,
given these facts, it is certaznly not- equztable to do so for PSE.

. .~... PSE argues that it is entitled to escalated capacity
przces even if escalated prlces would have a detrlmental effect on
ratepayers, .citing D.86-10-038. In D.86-10-038, however, we
authorized . capac;ty prlces for Standard Offer 4 (504) only ‘through
1990. This prov;des capaczty prlces up to five years after the
suspension of SO4. (See D. 85—04-075 and D.85-07-021 for’ the '
suspension of S04 ). We did not establlsh escalated capaczty pr;ces
beyond. 1990 zor So4. Thererore extens;on (but not escalatlcn) of
S02 capacity prices for flve years after soz suspenSLOn ls '
consistent with our administration of S04 capacity prrces followznq
$O4 .suspension.  The result here is the ‘same for soz as that for’
so4. . .
‘ L PSE averq lt has d;l;gently pursued ultlmate operat;on of
tne lnstant projects. Sznce D. 87—09 025 PSE has been certa;n of
receiving $202/kw-year. PSE's only concern is that flnancmng has
been,made dlfflcult s;nce rlnanczers .may be conrused bv the pr;ce
to whlch PSE ls entltled as a result of D 87 09 025.' To ‘the extent
that is a problem, we solve that dilemma with €his dec;s;on.‘. o
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. We also~consider whether: PG&E:might: have -intentionally -
delayed contract”signing to harm these projects. That is, after we
directed PG&E to sign 502 contracts:for five projects and sign- the
contract  for a’sixth project if a notarized site control letter was
provided within. 10- business  days, PG&E:might have continued to
delay. Improper delay by PG&E might harm the projects, . -.
particularly if- there would be ' no capacity price escalation. - We
would not want that te occuy,.-and; if such action were proven, we
night resolve the issue before us dlrferently. B&thSEﬁherc
neither asserts:s- - - CLoE T R Lt T

# e .oeDOX does.PSE contend that afrirmative action
on its petition.is requ;red ‘as a result of any
conduct on PG&E’s part in executing and
administering the contracts which are the
subject of this proceeding.” (Motion Of PSE
For lLeave To File Supplemental Pleading And
‘Revised Recquest for Relief, p. 2.)

:pe;o:orc;‘tpc?c;iéfno'bocfélto”fihd“any PG&E conduCt improper.

~ conclusion G L ~ L
';  we f;nd no basxs to dev;ate from our basic pr;ncmple that

T

the QF has fxve years from fmnal contract execution to" come -on=line
at capac;ty prxces extended to the year of operatlon but not
escalated past 1991. In thxs case, PSE has' five years azter f;na;
executlon ‘of the four 302 contracts subject to thzs petltlon to
brlng the four projects on-llne at a levellzed capac;ty pr;co of
4$202/kw-year.“ff'm‘4 - R
Findi ¢ pact

" 1. s02 was suspended as of March 19, 1986 by D:86-03-069 and
indefinitely suspended as of March 19, 1986 by D.86-05-024. '
S z.u In D. 86-05—024 we stated’ t.ha.t a QF which could have, put
had not, sat;sfled all contract s;gnmng prerequ;gltes aa ‘of :
Marcn 19, 1986 should nave a reasonable opportunlty to cure
”deflcxencmes in its submxttals as they ex;sted on March 19; '1986. "
- 3.; A reasoﬁabie opportunlty is nexther an’ ;ndezlnlte nor an
excessive peridd. T e ) e

e e oy
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Jé.' soz contracts are to be executed promptly'upon the QF
curing déficiencies that existed as of March ' 19, 1986. ‘
5. Upon curing detzclenczes that existed as of March 19,
19846 and executing an S02 contract, the QF is entitled to that
whlch the QF, could reasonably expect for a contract as if fully
executed’ lmmedzately before the s$o2’ suspension on March-19, 1986.
:'§§“ By D. 87-09-025 we added capacmty prlces for $S02° through
1991, or ‘the full f;ve years a QF could reasonably expect “for an -
soz contract executed xmmedliteiy‘berore the soz suspens;on oﬁ*’*'
March 19, 1986. :f; S e BELUAD T
o Where approprmate we apply the pr;nc*ple that a QF has
fxve yeaés from” final standard offer contract executmon £o-come’ on-
llne at the przces the QF could expect ror contracts tully executed
mmmedlately before the standard offer suspens;on (1 el, an
extension but no escalation of the capacity price).
8. We discussed or applied this principle in D.88-08-054
(Crockett) and D.39-O4-081 (Colmac) .
9.' cOlmacvwound «down and eventually suspended construction
pending a‘ Comm;ss;onxdecesxon.
10....We. found‘that ‘despite the fact that Colmac suspended
construction pending our decision, it was entitled to an,exten51on
but not an escalation of the capacity price. a
11. It was not equitable to escalateColmac’s: capaccty price
despite construction termination, and it is not equltable to
escalate PSE’s capacity price.
12. Exteasion but not escalation of SO2 capacity prices
for, :;ve Yyears aftexr soz suspens;on is consistent with our
.v. :sq, CImF—Ta Wl /e ope
2dni dfqggonh ot S04% cupacmty prices after S04 suspension.
‘C&¥Eﬁ égg-qizg asegxtdrthat PG&E’s execution and administration
of the contracta ch are the subject of this proceeding have been
;mproperf 3

\ SN,
-, \\ \\ - \\
z;;g::j:ﬁ?‘a“ﬁh mf:gm“capdcnty price to which PSE is entitled should
extended.from'lQ&I Yo 1992, but not escalated.
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: 2. The oxdex should .be effective on the date _signed to
satlsfy PSE’s need formp;mely dlspos;t;on of lts petltlon.‘

. T3S, c;mmmm thp.t PSE, Inc. , Granite Road “CoGen, Inc.,
Badger creek CoGen,.. Inc.,"lee Oak CoGen, Inc., and McK;ttrlck o
COGenhFInc-:(collectlvely hereln ”PSE”) have five years from :;nal
contract. executmon o brlng thelr projects on—llne at a levellzed
capacity price for the life of the contract of $202 per kzlowatt f
pex year. EXcept to.the extent thus granted, PSE’s pet;tlon to
modify, Decision. 87-09-025 lS den;ed.“ Th;s proceedzng ls closed."

e e, . This, ordervxs er:ectlve to&ay. -

v o el

i Dated Septembex 6, 1991, a: San Francxsco, Callfornla.“
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