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By thigad&éiéidniwé”sPPEBVé'f&f Paclflc Gas’ and’ Electrxcidiﬁi
Company (PG&E) an anrease in its overall revenue requlrement of “”“f“

$8,769,000, based on a 12-month forecast perlod beglnnlng
November 1, 1990. This increase is composed of the f0119w1ng S

-
A

elements: ’
‘“Ratémakiﬁg Ptbcédﬁxef“‘

($000) o gne

Energy Cost Adjustment CIause (ECAC) (5167 '670)"
Annual Enexgy: Rate (AER) - (0 1,.052) 5
Electric Revenue Adjustment Mechanzsm (ERAM) 180 700
Low Income Rate Adjustment (LIRA)

* mey e T ,,”‘;.,’ T e e

metal T siwgee Lo

we present the ccmputatlon of total revenue,requlrement
for each of these-elements in Appendix A. . 7. 0 U LLoymDeou

We. are issuing a companion decision which @ separately:
addresses PG&E’s. ratemaking and, policy- proposals. relative:to-its:. v
Customex. Energy Efficiency. (CEE) Programs, which were’also:included
in Application (A.) 91=04-003.... ' ot o S SUL S R e

:In conjunction with’ our adoption -of the' revenue : .-
requirement adjustments noted above, this: decision also adopts the"
forecast resource mix, energy prices, and payment factors for:: .

purchases from variably priced qualifying facilities:(QFs); (i.e., . ...

only those QFs without fixed price contracts), presented ' in, :: .
Appendices B and C. We discuss-these -adopted valuesin-Section IXI -
of this decision.. - T A T
2.1 _AFR - Ll L SR TP SO A T =

The AER:is currently suspended for. PG&E per our:Ordexr. ... .-~ .-

Ve

Instituting Investigation (I.) 90-08-006. This means that AER & 5o

revenues and expenses are presently included 100% in the ECAC
balancing account. We have calculated the AER revenue requirement
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adjustment noted above consistent’with our ‘adopted resource
assumptions in the event we decide to reinstate the AER during the
period covered by this ECAC forecast. The AER is. equal to.9%.0f
PGEE’s total forecasted fuel and purchased power. expense.ﬁ Subject
to AER relnstatement PG&E. ls authorlzed to- continue. to. znclude zn

the ECAC balancmng account 100% of AER. expenses and revenues as L 5;
adoPted here??’ . N TP Lo mme L AR LA S S
l-2 ERAM and LIRA

The adopted xrevenue. adjustments for ERAM and LIRA are
based upon PG&E’S estimated balanclng account balances as of
October 31, 1991. A more complete descr;ptlon of the bas;s for. th?a;u“
ERAM and LIRA adjustments are presented ln Sectmon 6 ot thzs R

L

decision. o
PGSE proposed to consolidate the rate changes adopted in
this application with those in its 1992 Attrition and:Cost of
Capital proceedings to produce a single:.rate change.effective: . ..~
January 1, 1992. PG&E made a similar request in:its:Petition fox
Modification of Decision (D.) €9-01-040,: filed on: January 23, 1991, .
for a permanent change in its. zuthorized ECAC revision daterfrom . b
November 1 to January l. Accordingly, we.will authorize this: rate
increase to become effective January 1,.1992, concurrently with
PG&E’s attrition and cost of capital rate adjustments. . The revenue. .
allocation of this adopted increase among customer:classes will be . v
authorized. in a separate decision scheduled te be issued on- ’
Decenber 18, 1991." R A R R TI D S T R
l-4__Reasonableness of Recoxrd Pexjod Costs - - - .0 - LA
PG&E’s application also asks for a finding onithe.u . .72 "y
reasonableness of recorded 1990 gas and electric costs. A decision /...
on reasonableness will be issued in-a- separate phase of’ th;s

proceedlng. o ‘ C R R P R A

e . . PRl
vl P I R

-3--.
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2.__Procedural Background - - i lul WA X Wt
. PG&E. filed .this application: onAAprll 1, lQSl,r;nxtxally

requesting -an increase of $264.8 million’ 1n,1ts«e1ectr1Curevenues“;uux

on an annualized basis effective -November 1, . 1991.“~A”prehearing*~*
conference was held on April 22, 1991 to establish-a. schedule for.

the proceeding and to address-related-matters. = .. nvlw moa s

By ruling dated May 29,:1991, the AdmznmstratxveuLaw
Judge (ALY) adopted a procedural schedule- based;generallyuonnthe;
standard schedule adopted in D.89-01-040, referred to- as. the'Rate-
Case Plan (RCP). 'Modifications in the: RCP-were required in this
proceeding to accommodate parties’ scheduling difficulties. -The -
schedule was divided into. two major phases, consistent with prior-

years’ ECAC proceedings. Phase I covers three major issue . .areas: -~

"Phase Ia: Forxecast ECAC/AER/ERAM/LIRA Revenue .~
Requlrement, Related Resource Assumptzons, and QP Pr;ce Factors

Phase Ib: CEE Issues:

Phase IC'inevenue Allocatmon Issues '

Phase IX covers reasonableness perxod 1ssues.\ fhisl‘fig' o
decision addresses only Phase Ia 1ssues. RO

A second prehearing conference was held on June 28, 1991
where the active parties requested an. ,amended, schedule to allow for
discussions to occur prior to Phase Ia ev;dentlary hearxngs Wlth -
the goal of res olvzng d;sputed 1ssues.w Partles engaged ln such
discussions on July 10 and 11 1991._ Only the CommLSSLOn s_h
Division of Ratepayer Advocates (DRA) and PG&E successfully reached
resolution on all disputed Phase Ia isstes. Toward vtility Rate fﬂw )
Normalization (TURN) joined DRA and PGSE in a joint recommendatxon o

only on gas price issues. The three remalnlng act;ve partles in

this port;on.of the proceedlng dmd not reach resolutlon of ;“AMW
contested issues. ‘“WflA”M

EVLdentaary hearlngs on Phase Ia 1ssues were held on “' '
July 12-19, 1991. Opening br;efs were flled on August 2 wlth reply




A.91=04=003 ALI/TRP/gab *

briefs on August 9, 1991. An ALY ruling was issued’on August« 15> _ .S
outlining.the . assumptions: parties were:sto.use in. developingfinal
model runs due on-August.30, 1991...An informal workshop was-held ...~
August l9-to further.clarify the ruling. 'On August 30,  PG&E. .
provided an.update exhibit which computed the revenue requirements.::u
consistent with assumptions designated in the August.lS ALY ruling,: -
as clarified at:the August 19 workshop. All active 'parties’
stipulated to the accuracy of PG&E’s. updated computat;ons, and did-
not provide separate.exhibits. - -7 . co o e Dievmn o om LT
Evidentiary hearings on Phase Ib Customer- Enexgy.. B
Efficiency issues were held on.August 5-9. -A further discussion .of:=:
the procedural: background relative to. Phase Ib is presented-.in a:
companion:decision. TN S e
The proposed declslon ot‘the ALY was malled on:October
18, 1991. Parties filed comments on Novenber 7 and’ reply comments
on November 12. We have reviewed all comments and have .
incorporated them into our final order.where. appropr;ate.f .The only
substantive change we have made in resource assumptlons relates to
the treatment of cost elements anluded in the gas dzspatch prxce, -
as discussed in Section 5.2.3 below. '
1 ov L. va ' e ’ ae B T P R LY
"PG&E’s 1n1t1al appllcatlon lncluded an’ ECAC/AER 1ncrease
of $78.3 mllllon. PG&E attrlbuted the lncrease to below—normal
hydroelectrlc generat;on, 1ncreased generatlon ‘and prlces
assoc;ated wzth the Dzablo Canyon nuclear plant, and hlgher QF
purchases. ' e

e

P G P

PG&E served updated test;mony on July 1, 11991 €& reflect
s;gnlflcant changes in resource assumptlons whlch had occurred
since PG&E’s April 1 filing. The July 1 update changed PGEE’s
request from a rate increase to a decrease of $40.6 mlll;on, S
reflectlng a June hydro ava;labrllty update and varlous other
factors. The forecasted decrease was przmarlly due to" lower




A.91=04=003 ALJ/TRP/gab * N TLA

thermal requirements. resulting from. add;tzonal hydro, QF.'andiDiable
Canyon generation, lower Southwest gas prlces, ‘and 2 lower ECAC
undercollection. Offsetting lncreases included reduced>incremental
sales revenues and h;gher QF expense, as well as ccrtain~gas cost
adjustments. S R e L v
The following parties sponsored test;mony on* Phase:Ia
issues: DRA, TURN, California  Cogenmeration. Council (CCC),:. :
Geothermal Resource Associates/Independent, Energy Producers- :
Association (GRA/IEP), and Cogenerators of Southern California - -
(CSC). TURN’s testimony was limited to gas price issues. :CSC
sponsored testimony only on one issue related to the Enexgy.-.
Reliability Index. R AR L I

As-noted previously, PG&E and DRA.subsequently xevised: - .-

their proposals to reflect a resolution. of>all~remaining“disputes .
between them relative to resource assumptions, revenue .. -: A

requirements, and QF price factors. The resulting revenue.. .- 7o .

regquirement change proposed jointly by PG&E and DRA reflected a
decrease of $172 million, -as conta;ned in. the PG&E/DRA Joint-
Recommendation Exhibit (Exh. 39). In’ addition, " TURN‘jOlned PG&E
and DRA in jointly sponsoring 'a recommendation on gas prices. The
other active parties did not join PG&E xn sponsorlng any jOlnt
recommendations. ‘ ' T DI

The PG&E/DRA.JOLnt Recommendatlon mnvolved a compromlse '

between the parties that each bei;eves represents an ”reasonablel -
recommendatlon” (Exh 39, p..7). Accordlng to DRA,thness chks,
the Joint Recommendatxon satisfied foux goals which: DRA- hadrmn
mind: . . e v e
1. To achieve a revenue requirement and: ,Lr;v»“r'v
Incremental Energy Rate (IER) cons;stent PR
-wlth the resource mlx.- ( P TR

2. .To base-each lnleldual resource—assumptmon

_upon a "easonable forecast. S RS S RV I un;%uf-~

AT
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3.7 Not to’seek a settlement  with: the lowest-mWﬂ;;pm~
wpossmble IER. . e e

" 4.l To . view the settlement as a whole) with . “u.ru.
compromises negotiated by both parties.. ..

3 -

. ies” 1 v

Consistent with prior ECAC proceedings, parties were
directed by the ALY to prepare a comparison exhibit’ (Exh.usl) whmch
set forth the positions of the parties on ECAC/AER revenue ~ °
requirement and resource assumptions. . CCC and GRA/IEP subsequently -
revised their revenue requirement estimates: through late-filed. . @ ")
Exhs. 59 and 60, respectively. Parties’ proposals for changes in
ECAC/AER revenue requirement (all representing decreases) and
related IER values, as presented at various stages of this - _ - .
proceeding, are set forth below.. (TURN. and CSC did not sponsor
total revenue requirement estimates.).. The adopted‘ECAC/AER“revenue~“
requirement, shown in the last column for comparmson, is discussed
in Section 3.8 of this decision. @ .. v o oL mn e u

(S'Mllllonsf Increase (Decrease)

BGSE DRA- QQQ QBALIER BQQDIQQ
Initial Estm.*  $78.3 = $(215.1) o w a0 esm
July Updates (41.2) (194.0) $(80.9) $(155.8) LT
Joint Recom. ... (172.2)  (172.2), . ..njfa .. . nfa o~ o o-
Rev. Update ** n/a n/a = (240.8) (248 9) o
Rev. Update #**x.  (134.5) - (134.5):" 'n/a‘““ rnfa o S(L78UTY ¢
*  Initial intervenor test;mony dld not lnclude revenue':”'““”:“ﬁjﬁ
requirements estimates. " . RN AN S SR AN P F s

*x Reflected intexrvenors’ adoptxon of commodity prices proposed
by the Joint Recommendation and correction. of CCC'sadouble-
counting error (see Exhs. 59 and: 60).: .

*** Reflected update of $40 million’ increase due to updat;ng
balancing account data through July 31, 1991 recorded
balances, and ¢ffsetting reductions to reflect:updated. present
xevenues using rates effective May 1, 1991 as adopted in
PG&E’s Rate Design Window Proceeding (D.91-04-=062).
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2;4__Qz_zzigg;xgg;9:§huug S ALY L IEn ety

. As_we have noted in prior ECAC decisions, there isiia .
logical relatmonshlp-between«convent;onaleCAc 1ssueswanduthembases~~:
for QF prices. The forecast of resource assumptions.underlying :. .
ECAC revenue requirements also affect the determination.of: the .
utility’s gencrating efificiency at the margin, as measured by the =
IER. Likewise, resource avalilability to meet demand -is  reflected .
in the Energy Reliability Index (ERI). Accordingly, in this... .. oo
decision, we adopt updated price. factors for variably priced:QFs. .. .-

. Variable QF prices are the sum of payment components for
capacity, avoided operating and maintenance .(O&M) costs, other
adders and energy. The ERI and IER are. essential determinants of -
variable QF prices. The IER, which reflects the utility system’s -
incremental efficiency in converting . heat energy to: electricity, = .
' is combined with avoided O&M costs to form an equivalent: IER. . This: -

factor then is multiplied by the utility’s incremental fuel cost:to .

produce the price the utility pays for the variably priced QFs‘ ..
energy. D.82-12-120 ordered that prices paid to QFs te -
time—-differentiated to reflect the fact that the value ‘of the power
they provide varies with the time Qf day when it is supplied.

The IER is calculated using the ”QFs-in/QFs-out” method.
This method requires two separate production simulation model
computer runs. The only difference in resource avallabllmty
between the two runs is in the treatment of QFs. ' The QFs-out run

represents system commitment and dispatch with -all variably priced .

QFs removed. The QFs=-in run adds back all variably priced QFs’
anticipated to be on-line during the forecast period.. The ...
difference in total system costs between the two.runs equals the

avoided costs of all variably priced QFs. The avoided costs:are . .-

expressed in terms of cents/KWh and are then divided by the average . .
utility electric gencration. (UEG) gas cost from the QFs=in run to. -
develop the annual. average IER. - : SRS
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The ERI is a factor which adjusts capacity payments’ to. .°.-

nonfirm QFs receiving as—-delivered capacity under Standard Offer

No. 1, or Option 1 of Standard Offer No.. 4. It reflects the PG&E .. V.

electric system capacity needs under a certain set of reserve

margin and resource assumptions. ‘The ERI: is computed as an " = -~ “AL°

adjustment to the value of a generic combustion turbine,' which we
have assumed. to be a proxy for PG&E’s avoided capac;ty costs,»-
consistent with past practice. - - : AR
3.5.)  Adopted Incremental Enexgy Rate | .

Parties’ estimates of the. equivalent IER (including
adders) is presented below, along with our adopted estimate. - The .
parties’ separate estimates are taken from the comparison Exh. 61,»
which reflected parties’” July update estimates.  The Joint -
Recommendation amended the estimates for PG&E and*DRA-u~OuriadOpted~
IER itz based upon the resource assumptions which we have concluded:
are reasonable for this proceeding, as discussed in Section 3.8 of"
this decision. . The derivation of the adopted IER, DIER," and
related price adders is prosented in Appendix C- \ e

Comparlsgn ?f Equlvalent IER Estimates

(=4
.

, (Btu/kWh) ’
PGEE  DRA  Joint goC IERLQBA Agansgg
" Recom

10 912 110,803 10, 740 11 089 11 217 lO 885

2LJiiL_dAQQEEQQ_DAﬂklQ;QAB!Qn_IBSIQEQMSQL_EDQIQX_BEEQ

-D.88-12-083 ordered PG&E to: develop avDLablo«Canyonv*
Incremental Energy Rate (DIER) to be’ filed in ECAC proceedings.
The DIER is used to adjust the AER' expense at the end 'of the =7 -~

forecast period to account for differences between forecasted and. .-

actual Diablo Canyon generation. PG&E has presented a” detailed
explanation of- the derivation of the DIER (Exh. 1,:pp." 3, -SG). ST
Our adopted DIER is presented in Appendix C, page 2. .. "5 ~ol oo
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_ Although PG&E assumed-an.ERI of 1.0 for :its April.l.base .
case resource forecast, it also presented.an alternative “PG&E " o
preferred” ERI of 0.71. .The alternative: ERI was based on.inclusion . ©-
of purchases from Northwest.utilities’ spot capacity .in its -
computation. DRA, CCC, GRA/IEP, and CSC all proposed ERIscof %1.0 -
and did not support PG&E’s alternative. In developing their Joint
Recommendation, DRA and PG&E agreced to an ERI of 1.0, and PGLE
agreed not to pursue its lower ERI proposal. LT

- CSC raised concerns. over the underlying. methodology and
assumptions used to support the ERI. : While CSC agrees that-an ERI -~
of 1.0 should be adopted in this proceeding, it asserts.that the
method used to determine the ERI is not clearly stated in the
record. In its-original testimony, PG&E advanced alternative ERI
cstimates bascd upon different assumptions over Northwe st capacmty
availability. PG&E’s witness Grief testified that these -
alternative assumptions were not 1ntended,to‘formnavpartoofntheNJ
joint recommendation. CSC is still concerned, however, that the
Joint Recommendation does not specify the method used to derive the
ERI. _ . & : IS St ‘

- The Joint Recommendation represents a compromise, and the
methodologies underlining the parties’ positions are not being"
endorsed as part of the agreement. . Accordingly, neither DRA mor . .. =2
PG&E cross=examined each other on this: issue.. C€SC chose not to' . o
cross—examine PG&E on its ERI methodology. S Lo

- Accordingly, we will- adopt an ERI of 1.0, but. we wzll not. .
adopt specific language on methodelogy as proposed: by €SC given the . .-
intent of the Joint Recommendation, and given that a complete ..0L &
record on methodology was not. developed through cross—examination.
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3.7__Computex Modeling Conventiong '~ ... 07 o mmesnl Geeant

The ERI and IER values are derived from production’cost - -
model results-which simulate the manner in which-utility resources
meet system loads. This simulation is driven. by”the“resoUrceWand e
load assumptions that are inputs into the model.: “In this' LT
proceeding, a number of -input. assumptions. were contested. -The' .
resolution of these contested issues: form the bases for the ERI,-
IER, and ECAC revenue requirements we adopt herein. In some cases, -
resolution of IER issues may increase the revenue requirement. In '
other cases, it may lower it. .- = oo RN S

Our adopted IER values fall between:.the proposed IERs
sponsored by the partics. They are nigher than those proposed-by -
the Joint Recommendation, but . lower than those proposed by CCC ox-
GRA/IEP. T T R TI  er .

The use of different computer models raises:potential-ﬂifﬁ““
issues as to how the modeler and the model translate-and simplify”
the complexities of the utility system’ into terms that the'model -
can understand, and how the model manipulates this information. ' .
Over time, we have instituted and modified procedures designed to -
ensure the full exchange of information pertinent to understanding -
the computer models used in ECAC proceedings to develop the IER,
ERI, and revenue requirements. AERE IR

In D.89-01-040, we instituted a requirement. for workshops
to be held to: facilitate the undeérstanding of these ‘medels. . ThHe - & .~ -
Commission Advisory and Compliance Division "(CACD) convened such &' =~ °
workshop in this proceeding on April 25, 1991 to allow parties to . -~
investigate production cost modeling issues.and to develop -~ ' - o
consensus on a base case resource plan-and modeling conventions.
Parties actmvely invelved in the workshop were PG&E;: DRA»—GRA/IEP
and CccC. R AR I A DR S
"CACD submitted a final Workshop ModelingﬁReportdonifﬂ
June 13, 1991. The report noted that all active modeling parties
agreed to use the assumptions in PG&E’s filing as the base case.




A.91-04-003 ALJS/TRP/gab *

Accordingly, parties did not provide separate runs;-but:instead:” . "

provided a qualitative description of the differences'between-the: <"

two models being used in' the proceeding: (PROMOD and PROSYM). - PG&E, "

DRA, and CCC all used PROMOD IIX while GRA/IEP used PROSYM for '

modeling purposes. The revenue requirements- adopted’ in this

decision ‘are based upon application of the PROMOD model. --Our

adopted revenue requirement also incorporates the' uncontested:

modeling conventions which were -listed -in. the compar;son exh;bmt S

and are reproduced as Appendix D of this decision. D Lo
In the Joint Recommendation’ in this proceeding, PG&E

agreed to make available its QF relational- database model by '

January 1992 on a good faith basis. 'We will adopt this provision - . °

as reasonable. a el SRR

Our adopted ECAC/AER ‘revenue requlrements-for the -
12-month forecast period beginning November ‘1, 1991 results in a-
revenue decrease of $178,722,000 comprlsed of: v

ECAC - ($167,670,000) - !

AER ,_(_$11 052,000) - C e -

The complete computation of our adopted revenue.
requirements is presented in Appendix A. The adopted revenue .
requirements -are based upon the resource assumptions we have .o .
concluded are reasonable, as set forth in Appendix B. We have ..t .
consistently applied the same resource assumptions-.in ‘developing .t ..
the QF price factors adopted in this decision. The 'ECAC portion of
the revenue requirement is composed of both the forecast period
costs and amortization of the undercollection in ‘the:ECAC balancing::.
account based upon its estimated balance at October 31,1991 ‘
(reflecting the actual July 31, 1991 recorded balance).fu
3.9 ' General Framework for Consideration -

—0f Resouxce Assumptions

In adijudicating the resource proposals in. this-

proceeding, we have divided the proposed assumptions into three
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categories: (1) Uncontested Assumptions:- (2)- Initially.Contested.~:. ...
Assumptions Ultimately Agreed Upon; and (3). Contested: Assumptions....~
We discuss each of these categories. and: our. treatment of them . -.-.-
below. e ST e T e L nmn e
The  PG&E/DRA Joint Recommendation contained- numerous. ..
resource assumptions and modeling conventions on-which.all.active - ..
parties agreed. Both PG&E and DRA propose that the Commission .. .. .
adopt these uncontested assumptions for. this prozeceding. ., No- party. . ..
opposes this recommendation.. -~ . - ... e s
.We accept as reasonable all of. the resource assumptions
which were never contested by any active party, or were agreed to. . -
prior to the DRA/PG&E Joint Recommendation. Since PG&E’s . - :
uncontested assunptions were subjected to scrutiny by a number of -
parties and found to be reasonable, we hereby -adopt.those ', i .
assumptions. These uncontested resource assumptions are lzsted in
Appendix E of this decision, as extracted from the comparison - .. .
exhibit. . I =
We also find reasonakle those assumpt;ons-whzch were
initially contested among PG&E, DRA, and TURN, but agreed €0
through the Joint Recommendation and ultimately accepted by-all
other active parties. We base our conclusion on both an overall - - -
evaluation of revenue requirements separately estimated- by the- - . -.-
parties and the estimates reached -in the Joint Recommendation. . We - -
discuss these considerations below interms of the specific . .. -
assumptions involved. A e - LT R
The Joint Recommendat;on states that the prmnc;ples,
assumptions, 'or methodologies underlying the specific; itens, Lo
addressed therein are not to be .construed as parties’- acceptance or.-..
endorsement of such principles, assumptions, or methodologies..-. :.-
Neither are they to be deemed by the Commission .or. any.-other-entity:.
as precedent in any other proceeding or litigation beyond: this "~
proceeding. We accept these -terms - insofar as they pertain; to our

e N
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adoption of -assumptions . in the Joint Recommendation which were ... uoiol

previously in. dispute among: the cosponsors-.of that exhibitoor ..

There were-a number of assumptions .embodied.in the:Joint  :: =
Recommendation that were contested by other -active parties. For- .~.o

some of these contested issues, we have not adopted the Joint
Recommendation’s assumptions. Our adopted assumptions are based -
upon the merits of the evidence presented by each contesting party,
and reach:a . resolution consistent with our findings of fact: and.: .-
conclusions of law. Although we have not -adopted:the Joint [ = .=
Recommendation in total, but have deviated on certain points, this .-
does not nullify the remaining portions .of the Joint

Recommendation. Our conclusion is=ccnsistent.with-the'intentvofl.qu:

the exhibit’s cosponsors (Tr. 325).
2LA9__n;§gnﬁ5;9n_9x_AQ9nng_Beﬁgnxsg;bsﬁumnnzgns

.Based on this general framework, we~w1ll now conulder the
individual resource assumptions. First, we will cover the - .~
initially disputed assumptions which were-ultimately stipulated to

unanimously. Then we will resolve the contested assumpblons~wh1ch
were never unanimeusly agreed upon. .- : O "

4. IJXnitially Contested Assumptions Finally
__Agxeﬂ_tmgmnouslv

4.)__Geothermal ResOUXces « atoLLT : : . _
- > » R . . . . Ve
4.1. ’ O PR LTI PP o SR

PG&E and DRX initially disputed the .estimate for:steam .-.:.. .

curtailments at PG&E’s Geysers plant. " DRA: forecasted somewhat ..
lower curtailments of 36.7% of total capacity. versus PG&E’s. 39.7%
estimate. The QF intervenors accepted PGC&E’s estimate. .. .. .7

PG&E based -its curtailment estimate on an update: from,LtSt,m

forecast in its 1990 ECAC proceeding. The 1990 forecast was: based::
upon studies fronm PG&E’S. steam suppliers and reserveir consultant,

in response to a 1989 ECAC decision ordering PG&E . to prepare  a . .’

verifiable method of forecasting steam. .curtailments.:.  PG&E. asserts.
that no party disputed the forecast -in-the 1990 ECAC. DRA’s: .
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forecast was based upon a more simplified Tinear regression of “four-:
years of recorded-data. Given the uncertainty in forecasting steam: '’
curtailments, DRA believed its linear regression provided a”
comparable level of accuracy to PG&E’s more .complicated model.
The PG&E/DRA Joint Recommendation resolved this dispute
by adopting the PGLE estimate of 39.7%. Upon.cross=-examination,
DRA’s ‘witness noted that the difference between the parties.on this
estimate was small, and was a beneficial resolution in-context to
the overall Joint Recommendation. ... = s L oLl DL anTs oL, T
We will adopt the Joint Recommendation”s steam. . ... .-
curtailment estimate of 39.7%, for-a total geothermal generation of : '~
6,411 gigawatt-hours (gwWh). Based upon the initial evidence . - ‘
subnitted, the adoption of PG&AE’s original estimate by the Joint
Recommendation is a reasonable resolution of the part;es"dzspute,
and is unanimously supported.- o ' ' ' !
MMWM :
4.2.1  parties’ Positions v o . A i
PG&E and DRA forecasted different levels of gas:
curtailments in their initial testimony. : Gas curtallments ;ncrease
ECAC revenue requirements since curtailed gas must be’ replaced with
moxe expensive fuel oil. PG&E initially forecasted a fuel oil burn
of 4.1 million barrels or $94.6 million due to gas curtailment,)
assuming normal temperatures. . DRA'forecasted a fuel '0il burn of
only 2.0 million barrels or $46.1 million.. The difference of $48.5  .°
million is attributable largely to different’ estimates of supplies
from El Paso Natural Gas Company .and storage gas supplies.'' These " .. -
supply estimates differ by roughly 9:'billion cublc feet‘(Bcf)and
12 Bef respectively-. T T T R
In the Joint Recommendation, PG&E and DRA amended .their ouu
positions to recommend oil test burns of 42,000 barrels per month & !
and gas curtailment requiring fuel oil burn .of 3,077,000 barrels
for the forecast year. This represents approximately the midpoint :::2
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between the original;positions:q;nthe”parties;r:NouotherwpartiesﬁuMW‘wr
disputed the Joint Recommendation -on.gas-curtailments foxr QF=ir o :mw-

purposes. The dispute over gas curtailments for QF=in/QF=-outhoox
purposes is discussed separately. .. ..o o R R Se M otd S DTRER

PG&E used the GASDOS model to- generate itsgas
curtailment forecast. The unbundling of gas procurement. foru o
nencore customers creates more uncertainty-as to the risk.of:
curtailment than in prior years’ ECACS. S o

In rebuttal, PG&E. explained the-dlfferences-ln B
assumptions between DRA and PG&E gas cu:ta;lmentxestmmates.:,Sinceuw“

DRA and PG&E subsequently reached agreement on an estimate of gas ...

curtailments in the Joint Recommendation, neither party.cross-
examined the other on methodological differences. While the Joint

Reconmendation: sponsors a gas curtailment estimate,:-it.does not: . .- = -

advocate adoption of either DRA’s.or. PG&E’s original forecasting. : °
methodologies. . L TR IS S
42,2 Discussion L S AN N TSN TRT
~-Since- the Joint Recommendation estimate- falls within the
range of original estimates: of: PG&E and DRA and was- not-.contested:- -
by any other party, we find the estimate to be: reasonable... . ..~ .-
Accordingly, we will adopt the Joint Recommendation estimate of gas
curtailments for purposes of this proceedxng.-‘

As a condition of acceptlng the compromise on a gas
curtailment estimate, PG&E agreed to convert the, malnframe GASDOS
model to a desktop model, and to perform certain modellng
conversions related to GASDOS as spec;txed in Itenm C. 3. of the
Joint Recommendation. We will requzre PG&E to: sat;sfy'these o
nmodeling conditions. o : '

. N o
:73T-99!§9§%¥¥;?§§f¥‘%59:t_q_ |

All active parties ultimately agreed on commodity gas ™ % ™
price assumptions. Initially, PG&E, DRA, and TURN all presented
different estimates of comnodity gas prices for ECAC purposes. In

L
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preparing. their revised ILER .calculations, 'both GRA/IEP and’ ccC’

agreed to -the use .of the gas commodity price assumptions in the ' . -

Joint Recommendation while continuing 'to:contest ‘the:assumptions' -
for dispatch cost and incremental UEG cost.  (Exhs. 59.:& 60).. ' -
Subsequently, PG&E, DRA, and TURN prepared-a:Gas Price
Joint Recommendation (Exh. 14) which resolved ‘all the disputed’
differences among those three parties with- respect to gas price
forecasts for the ECAC revenue requirement. ' For gas commodity "
costs, the Gas Price Joint Recommendation adopted the midpoint

between the commodity costs from the original testimony of DRA and- -

PRape.

TURN. . ; : | S \ e
- According to the Gas Price Joint Recommendation
testimony, the basis for the proposed prices was that they -

represented a compromise on behalf of‘all sponsoring parties. The - -

principles, assumptions and methodologies*underlYingfspecific\"'
issues addressed in this joint exhibit were not to be deemed as -
precedent-setting in any proceeding. Teotimmm
A comparison of the znltzal'and”final'recommendatibns on
commodity gas prices of the parties to the Gas Price Joint'-
Recommendation are summarized herewith: ' EREETE
Compariseon - of ‘Parties’ Positions

(3/MBIU)

supply o Gas'Pricq‘,,; ,
Source

DRA TURN RGSE
(Exh. 20) (Exh.-lB) (Exh A7) o (Exth. 14)

S.W. =Spot’ 2.04’ 1.82 °  2.30 "“71 s
-L.T. 204 L.86 CU2.260007 L0 72.98 -

Calif. 1.90 1.90 2.01 1.90

PGT 1.8 1.64 2.04 1.72

i e ","':” «"a" “'""

The bases for parties’ assumptions on‘commodzty pxzces ;;;‘~

prior to.the. joint recpmmgndg;;onAq;gﬂq;ufollpws-_,J,::?ﬁ
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PG&E based its price assumptions-on-the gas prices . . ».%
expected to be adopted in PG&E’s 1991 Annual Cost:Allocation~ ‘. . =~ .-
Proceeding- (ACAP) (A.90-08-029), and made no.further adjustments.

DRA did not use ACAP price assumptions. ~For California -
suppliexs, DRA used PG&E’s most recent price-offer, reflecting an-

11% reduction from current prices. - For Canadian :suppliers, .DRA .
assumed on an interim basis the same.1ll% reduction pending: new -
negotiated prices. For Southwest gas, DRA computed a-time-sexries - -
projection of actual Southwest gas prices using the most-recent 51.
months of recorded California border prices. DRA then lowered.the .-
computed price by $0.1834/decatherm (Dth) to reflect an expected
reduction in the El Paso volumetric rate as testified .to-by PG&E . in -
the Capacity Brokering case (Rulemaking  (R.). 88-08-=018). DRA™
asserted that Southwest prices have dropped dramatically-since:the
most recent ACAP, and PG&E’s reliance on ACAP prices for-Southwest . .-
gas assumptions had no foundation. ‘ R ot B PP

TURN’s initial testimony raised three basic objectlons to
PG&E’s gas price forecasts: First, PG&E ignored. an.expected~23 - ... . -~
cents/Dth reduction in El Paso veolumetric charges. Second, PG&E
failed to reflect its own formal proposal for a 50 cents/Dth: . ..
reduction in Pacific Gas Transmission  (PGT) gas. Third, PG&E. -
improperly assumed the recent gas price drop will not continue . = /.-
beyond spring 1992. :

4.3.2 Discussion . , : . .

The commodity prices in the ‘Gas Price Joint. : v
Recommendation fall within the range proposed by DRA. and TURN, o
provide an outcome which is: beneficial -to the -ratepayer, and:result...
in lower expenses than either DRA’s or PG&E’S eaxlier forecasts.. oo
The proposed commodity prices were finally accepted by all active ..
parties, and thus we will adopt them for computation-of-the-gas.-
components of the revenue requirement. Tl e
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4.4___Spinning Resexve Assumptions:: ... .. ~n.i S nwiies LS04
A4.4.) Parties’ Positions . - ' T NN tanlen ol D0 LI g
" PG&E differed with DRA and . QF intervenors: in’thejx> .. .u7i%

initial testimony on spinning.reserve assumptions. 'PGLE assumed a
7% spinning reserve constraint in its:PROMOD modeling’ for weekday
periods only, while assuming 9% during weekend subperiods in-
October through April and 1ll1.5% for weekend subperiods’ in' May:
through September. PG&E bases its estimate on the simplé*average?““
of the spinning reserve margins at the time of monthly’peak
recorded :from 1988 thorough 1950. : : A
DRA, CCC, and GRA/IEP all assumed a 7%.sp1nn1ng'reserve
constraint for all periods of the year.  Parties objected to the v o
use of PGLE’s recorded data because PGLE did: not adjust its .o .v 7
historical data to account for'othexr. constraints which’would- impact
spinning reserve. These parties argued that in practice,’ PG&E
plans and commits to meet only a 7% spinning reserve. The "
California Power Pool Agreement requires each membex maintain
spinning:reserves of at least 7%. A O
Without resolving the merits-of the underlying- - -~
methodology differences of the parties, PG&E and DRA agreed“uponvau
7% spinning reserve assunption for all. subperlods in the Joint:
Recommendation. BRI ' R R
4.4.2 Discussion ‘ coLmL

Since the Joint Recommendation resolved this”dispute in®. .

favor of those parties opposing PG&E, it resulted in unanimous
support for a 7% spinning reserve assumption. Based:-on theo... ..
underlying-evidence and the resolution by parties, the Joint ~
Recommendation of 7% spznn;ng reserve’ is reasonable, and shall” be:

adopted. . - N S T e oy oo
4.5 Fuel 0il Inventory - T Low T T G £ S S AR

PG&E and DRA initially disputed the estimates for
residual fuel oil inventory and related carrying costs. PG&E first
forecasted an average residual fuel oil inventory of 8.3 million

- 19 -
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barrels and an inventory carrying.cost of.:$12.3 million. oInsits~
June update. testimony, PG&E- revised its-estimates-tocg8. 5 milXion:

barrels of residual-fuel oil. = . Ul om0

" DRA -forecasted 7.2 million- barrels of residuval - fuel oil .

inventory. . Two factors account for‘theedlfference:r(l)ﬁdxfrerxng:\v~*
gas curtailment estimates:.and;(z)-DRA's:estimated'so-dayxinventdry* “

resupply time versus PG&E’s 90-day estimate.' No'other. party
sponsored independent estimates on this issue. -~ . .. . i

In the Joint Recommendation, DRA -and PG&E resolved their
dispute by proposing an average residual fuel oil inventory of 8.3

million barrels, without making any explicit assumptions.as:to the . .

exact number of inventory resupply days underlyzng the estimate.
4.5.2 Discussion - SERRE

Since  no other party>disputedrthis:estimate;:andvitvfalls“i~

within the range of DRA’s and PG&E’s earlier estimates, we-will -
adopt it for use. in this proceeding..' Thisresclution-eliminates
the need to make findings on the resupply .dispute for purposes of
this proceeding, and is consistent-with the: gas curtailment
estimate we have .adopted. . . e T TSRS

We will likewise adopt the Joint Recommendation’s . -

estimates for an average distillate ‘inventory:of :131,000 barrels.. ..~

This results in a total average inventory of 8,435,000 barrels, and

a residual oil peak inventory of 8,987,000 barrels. . - ovanc o
. We will also adopt:the Joint Recommendation‘’s assumption .

on inventory carrying costs, based upon a 6.24% commercial paper .

interest rate which reflects DRA’s original assumption-and - is . . *

consistent with-a downward interest rate trend. since PG&LE‘’s initial

filing (Txr..339). = . . . oo o Goemm wmoevl o omelraoland

4-6¢ Ixxigakion District Expenses -« - - v oo

4 , - Wi a , . P Ly e I
e e o Coe e T D U

DRA initially proposed a reduction .of $47,782,900 in-the .
ECAC/AER revenue requirement to remove certain purchased .power ... =1

costs it believed were improperly included. (Exh. 10.) DRA claimed

- 20 —-

o
ot
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PG&E was erronecusly recording the: fixed . bond payments-and fixed 7.1
and variable -O&M payments related to energy and firm.capacity -= ULl

purchases from irrigation districts in Federal Energy’ Regulatory’
Commission (FERC). Account 555 (Purchased: Power).. DRA-concluded

these ¢osts were improperly included:in the.ECAC:proceeding, .citing -
D.850731, which indicated that “fixed .charges” were to be excluded -
from ECAC recovery. Likewise, DRA proposed excluding irrigation:<:. =

district expense allocated to purchased water for. power: from
ECAC/AER recovery. DRA concluded, however, that #PG&E is not
precluded . from applying to recover. these: expenses in its next-
General Rate Case.”. e o L e
PG&E opposed DRA’s proposal (Exh. ‘A5)., statxng ‘that the
charges have been included by the Commission as part of ECAC for .
several years, that tthe costs are legitimate. capacity charges

warranting ratepayer recovery, and.that DRA proposed no:transition. = .

mechanism to provide recovery of the- charges until PG&E’s 1993 Lesti
year general rate-case (GRC). oo v T o Lol niornonmy o
In the Joint Recommendation, PG&E and DRA.‘reached: av @~

mutually agreeable resolution of this dispute.. PG&E withdrew its "=

opposition to the proposed removal of the .charges from ECAC,

provided that the Commission . agrees that.the removal would 'not: take
effect until -January 1, 1993, at which time these .¢costs would begin

to be recovered as part of PG&E’s Base Rate Revenue. Amount in.ERAM.
In the interim, the costs world continue 'to.be recovered:-in ‘ECAC

rates. . : : . P NS RN R

4.6.2 Discussion Co T e T T e e L e st
~.There is no.dispute over the reasonablenessc : of theln. .. . 1140
irrigation district costs. The Joint Recommendation reaches-a'.
reasonable resolution of the dispute over the proper.recovexry ="
vehicle for the costs and provides a transition period to-allow. . .-
PG&E continued recovery ‘of the- charges through ECAC until the next
GRC test- yea.r. s B A DR S L SR EY Dy SRR A OGRS T I
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~ The adoption of the Ju¢int Recommendation .on this’issue ...

eliminates the meed to adjudicate the underlying-merits of the "

arguments of PG&E or DRA. - We need simply note that the recovery of
the costs through ECAC in this proceeding with transfer to base: ™ 1 -

rate recovery beginning January 1, 1993 will not dlsadvantage
either ratepayers or shareholders. -~ LT T g
- Accordingly, we adopt the Joint Recommendation’s: proposal - '~

that effective January 1, 1993, the O&M expenses not: related to the .

purchased volumes of water and power .plus the fixed costs -

associated with the irrigation district contracts will be recovered -

as part of PG&E’s Base Rate Revenue Amount in ERAM. PG&E will
include forecasts of these expenses in the Notice of Intent for its -
test year 1993 GRC. As requested by the joint parties, we will

adopt an estimate of $54,055,300. for irrigation district expenses

for this proceeding, which includes the costs DRA had:proposed to ' .

disallow. PG&E will be permitted to seek recovery of. the: expenses

associated with irrigation district contracts .for November and

December 1993 in its 1992 ECAC: proceedzng. : e ;

4.7 NCPA Sales ‘ T S
The Northern California~Power‘Administration,(NCRA)Aiswa\

resale customer of PG&E. DRA‘s Forecast:Report (Exh..9,..«Ch..1l2, ="

PP. 12-13) stated that sales to NCPA are FERC-jurisdictional:and = :=:

that no revenues from NCPA are in PG&E’s filing. On. rebuttal,PG&E . -

noted that while the text of DRA’s report does not recognize:them,
the DRA Forecast Report, Part I, Table 16-2- did include:the.total

$92 million of revenue from Designated.Sales Transactions forecast . .-
by PG&E.. PG&E also provided DRA with a- cost/benefit.study:of the; ... .

NCPA off-peak energy sale as agreed upon in PG&E’s: 1990 ECAC.:

proceeding. Accordingly, DRA and PG&E. jointly recommend that-the = ..

Commission find that it is reasonable: to treat the NCPA off-peak-
energy- sale ‘as a Designated Sales Transaction in this proceeding. -
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supplies.. Based upon PG&E’s assumption of 100% Southwest spot gas

for incremental noncore demand, CCC and GRA/IEP initially-advocated -

using: the same 100% assumption for the dispatch cost. . The QFs. .= "
subsequently revised their position to reflect a . 75/25 mix of
Southwest/PGT gas for both dispatch and incremental noncore - -
purposes. Although they still argued for consistent assumptions,
they were persuaded by PG&E’s arguments that less than 100% of
Southwest gas would be used for dispatching. ‘ CY

PGLE denied any inconsistency in its trecatment,
explaining that the gas source used in daily dispatch -decisions
serves an entirely different purpose than the gas used to determine
monthly UEG usage above core subscription volumes. -The latter
source is based on the overall volume of gas purchased over the
course of the entire year.. It is not. merely'the sum of gasrtaken RS
daily on an incremental basis. B D EP

Accoxding to PG&E, the 65% limit on core subsceription’ gas -
is only a seasonal and monthly limitation while PG&E ‘expects -to

o
PR

have significant flexibility on a daily:basis. Core subscription ' -
can be on the margin on a daily basis (Tr. 140). PG&E also‘noted = . °

its anticipation of purchasing gas from various sourxces in -addition
to core and Southwest gas. For: these reasons, PG&E argues that' -
intervenors’ assumption that dispatch: gas conmes- 100% from: Southwest -

[y

spot.purchases is unfounded. ' . o o T e R

We first address-the dispute over: the dispatch price.

PG&E actually presents two separate: arguments to rebut: intervenors’
assumption about the source of dispatch gas. ' First, it cites the -~ v

supply availability of sources other than Southwest spot gas for

dispatching. Second, it cites its flexibility. todispateh core o

supplies.as the marginal fuel on certain days. Based’ on the
evidence.as discussed under “Incremental Noncore Gas 'Supply” below, .
we agree with PG&E that it is reasonable to assume dispateh

supplies will not come exclusively from the Southwest spot market.
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There was no- opposition. to:the PG&E: and .DRA-Joint &= 7"

request, and we will accordingly grant: it, as- rezlectcd“ln our-**
adopted resource assumptions. ... o Tl T o oot 0wl
E_ : ! ! ! ! ! - <‘T:Hti.."

" In this-section, we discuss those assumptions which were
not unanimously agreced to as ‘a result of the DRA-‘and PG&E Jo;nt
Recommendation, and present our adepted resolution. — . .- v

There was consmderable controversy ovar ‘the proper -
assumptions for the gas dispatch price for electric generation.

On one side of the dispute were PG&E, DRA, and TURN, the-parties to -

the Gas Price Joint Recommendation. On the other”side*ﬁcrefor- o
intervenors, .CCC and GRA/IEP. ‘ ‘ ' - ‘

The QFs disputed both the sources  of dlspatch gas -and the -’

cost elements to be included therein. The QFs alse claimed there
should be a linkage between the sources of d;spatch gau~and the
sources for incremental noncore gas. ‘

5.1.1 Souxces of Gas for Dispatch and . = - Lo s

- . - - T em VTN
< ” 1 3 A ’ [ ) T BN SO

. The Gas .Price Joint Recommendation assumed: a 50/50 mix of

Pacific Gas Transmission (PGT) and Southwest spot gas for - & 7"l
dispatching purposes. It also assumed that incremental noncore gas
supplies for utility electric generation will be derived 100% from: -
Southwest spot gas. PG&E is limited to taking a maximum of 65% of = =
its ACAP forecast electric generation requirements from: the core -~

portfolio per D.90-09-089. Thus, if UVEG requirements differ from
those - forecast, only Southwest gas’ wlll.make up the difference,

g

based on PG&E’s assumptions.. = .. S st T T

- Both- CCC and' GRA/IEP argued it is inconsistent to make:::

differentvassumptzons about the source of incremental noncore gas T
versus marginal gas. used for electric dispateh. - They. propose: that -

the dispatch' cost reflect the same assumption as for.noncore gas

- 23 - ‘-”1." -
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We conclude, however, that these additional :supplies:are-available

from the noncore UEG market, and that it is: not.necessarily... . i
appropriate to assume that core supplies are used.for marginal .ol .

dispatching. e A e T
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Although scheduling flexibility could theoret;cally allow

some core velumes to be on the margin, PG&E failed to.demonstrate-

how such flexibility justifies its assumption that fuIIY'SO%"o£=thef-d

time, cheaper Canadian gas will be available on- the- margln and-

dispatchable. (Tr. 160.)
PG&E admitted that its: 50/50 assumptxon reflected “the

lack of certainty as to the true mix of gas sources for d;spatch R

purposes. As PG&E’S witness Smith stated: “We believe 50-507is . ..
probably a better estimate. 75=-25 may be reasonable. I But .right -

now we just don’t know exactly where we stand, except as I -said, we

certainly do not expect it to be Southwest gas 100% of the:
time.” (Tr. 161.) PG&E’S witness was unable to provide an:

assessment that a 50/50 mix was any more plausible than a .75/25 mix -

for dispatch purposes. (Tr. 161.) . S A NP GREN D

The uncertainty expressed by PG&E's oﬁn”witﬁéééyas*fb'how“““

actual dispatching would proceed raised further questions-as to the
reasonableness of assuning core gas as a dispatch source. PG&E

demonstrated no empirical quantification linking the -amount of time .-

that core gas would be on the dispatch margin with its:50/50:7. .
Southwest/PGT mix assumption. In any event, .even if some core gas

were assumed in the dispatch rate, PGAE’s claimed 50% availability .

of PGT gas for dispatching appears overstated, g;ven<the relative: .

scarcity of such cheaper gas. = o T ST VDR A
PG&E:. warns of the scarcxty of PGTCanadian gas relative .

to Southwest gas in Exh. 1: “If Canadian supplies are less ' .

- exXpensive than those from the Southwest, then. customers: with higher

transportation priorities will use all available interruptible

‘v»

capacity from Canada and the only interruptible capacity .available - -

for PG&E’s electric generation will be from the Southwest.”!: We'see
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no reason- why PGT. supply scarcity -applicable ‘to:noncore'volumes :: ~o: o
will not also reduce ‘the. availability of PGT gas:at least toisome. . 7:

degree for dispatch purposes. According to TURN, core’ volumes:.:

(including PGT Canadian gas) are assumed to be the firxrst through -

the pipeline (Tr. 142), further suggesting a. less—than—even chance
of PGT gas being on the margin during the year. - S N

If we were to accept PG&E’s argument that the core:
volumes will be on the dispatch margin, we should also‘conszder the .
resulting costs associated with lost flexibkility. . For core-gas.to -

be on the margin, PG&E would have to exceed its average limit of -~ . . .

65% of demand on certain days. The excaess daily core takes beyond.
65% would require PG&E to. take less than 65% of demand from: .core

gas on a subsecuent day in order to 'stay within the seasonal and . -
annual 65% core limits. Thus, by dispatching core gas.on a given
day in excess of its average 65% limit, PG&E would be: reducing its-
future flexibility to dispatch cheaper core gas at a later date. -
There is no indication PG&E factored in the effects of this lost ...~
flexibility in assuming c¢ore.volumes are on: the dispatch margin.

On this basis, although it may be theoretically possible '
for PG&E to take daily core volumes as its marginal: fuel, it:is not .-

evident that it would necessarily be cost=effective to do-so, .-
considering the lost opportunity to:take. future core gas. CCC’s
brief warned of an example where dispatching core gas as: a marginal:..
fuel may not reflect truce economic opportunity cost, and could:: .
cause nonoptimal dispatching over time: “For example, . if PG&E .

chose to forego a non-gas. option, early in the month, that is more.- ..
expensive than the use of core gas supplies.but less expensive:than - .
use of the noncore gas supplies, PG&E could miss the,opportunity. te: -

reduce its total monthly costs by using both the less. expensive ... ~.

core supplies and the less expensive non-gas:alternative, which. may.. .~
not be available once PG&E reaches. its 65% core limitation.” ...oco. - .:.no

_Thus, even. if core cquantities are dispatched-on the : - o=
margin on a given day, using the core price: for:rdispatch purposes: -~ .:.v
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ignores the costs of lost flexibility to.take future: core 'supplies.: =
PG&E’s flexibility in daily dispatching of core volumes: doesn’t = . .w

change the fact that core volumes are in reality'fixed‘over>thé‘"
forecast year. : Increased flexibility on some days must.befofrset
by reduced flexibility later on other.days. =" B ERNE

Given the above considerations, we cannot reasonably '

assume that PGT gas will be on the dispatch margin 50% of the time,
nor can we assume core gas should be included: for' computing. the .-
dispatch cost of gas. While we agree: that it is reasonable: to -
assume at least some non Southwest gas will be available for: ...
dispatch, we conclude that such additional supply flexibility.
should be drawn first from noncore supplies, not the core . .. .
portfolio. This will help to avoid depleting the .finite'supplies -
of cheaper core gas prematurely.  We conclude' that' the most:
defensible assumption is that dispatch fuel will come from noncore
incremental sources. We will. adopt this assumption for dispatch
purposes. : o ' S I ST L RS ST IR Te SN BN

To determine the dispatch mix, we must then resolve the ... "

related dispute over the appropriate source(s) of 1ncremental
noncore gas. We take up this topic next.:. A
-4 . N TS B Ao S o
" Although PG&E, DRA, and TURN assume that 100% of noncore
incremental gas comes from Southwest spot sources, these: parties’
testimony leads to a conclusion that at: least some noncore UEG |
demand will be met from sources other than the Southwest.: . As " .
stated in TURN’s opening brief, “PG&E will have the:option of

purchasing Canadian gas from shippers on PGT’s interruptible’ cueue i
as part of its noncore procurement.”  Also, PG&E in Exh.: 15 states, "i:-

“In addition to ' ...core gas and gas: from the Southwest,. the’
electric department anticipates participating in” various ... ~-
additional gas. sources. PG&E further admits ”the details of the .
purchases from the Southwest and other supply sources. (generally
referred to as the UEG portfolio) have not been finalized.”
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DRA’s -witness. Hallman-likewise conceded:that-notcall:
zncremental noncore gas. is necessarily from. the. Southwest:r (“When:

it comes to the revenue requirements...I could-go-half:and half; or: ..

some percentage of PGT being on the margin...e”(T:;wlsﬁ;yvifﬁnﬂ_

. These facts are 1ncons;stent w1th PG&E'S aosumptlon that -
100% of lncremental noncore UEG gas comes from the Southwest. .
Thus, even apart from intervenors’ arquments as to the-need for

consistency-between dispatch and noncore gas, the-evidence:shows .. -

that PG&E’s 100% Southwest gas- assumption for incremental noncore -

gas is unrealistic. : S .
Although PG&E’s 100% SOuthwest spot prxce'assumptzon,for

noncore gas is unrealistically high, it -does suggest that at:least: .

more than half of noncore incremental supplies will come.-from: the -

Southwest, given core customers’ priority claim on cheaper PCT 'gas.. " .
The lack of certainty over both dispatch -and incremental .. =

gas seources in light of gas industry restructuring makes it .
difficult to develop estimates for either variable. . Although the  “..
evidence indicates it is unrealistic to assume 100% Southwest gas
for either incremental noncore or dispatch purposes, we are:also!

cenvinced. that PGT gas will be less available than: Southwest gas -
for either of these two purposes. - We-will therefore adopt:a mix of
75% Southwest gas and 25% PGT gas both for, determining ‘the ... -

incremental noncocre UEG supply and for computing the dispatch.gas - ;-

price. In this respect, we agree with: PG&E. that sources other than
the Southwest will be available for dispatching, but conclude. they:

will come. from noncore sources, and will be less available:than .~ . .-

Southwest gas. . L R I S N AL
The adopted mix. represents the mldpolnt between T

assumptions of either no PGT .gas versus equality of PGT andr o ~7. uo2

Southwest gas, and reflects. the uncertainty of supply. sources . in

light of gas industry restructuring.. It further balances the, .- .o

influences of (1) PG&E’s flexibility to take gas sources other than
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Southwest spot gas ‘both for dispatching-and noncore” procurement
against. (2) the.relative supply scarcmty of cheaper gas. LT

The other major controversy over gas dispatch assumptions

involved the treatment of cost-elements to include in the ‘dispatch
price. The dispute centered on whether to include PG&E’s’ UEG S
Tier II transport rate (a Utility Electric Generation '~ - :
interdepartmental tariff rate component) and on the: approprlate
factor for gas shrinkage. -Parties to the Gas Price Joint
Recommendation exclude PGSE’s UEG Tier II rate from the dispatch’
price and estimate gas shrinkage at 4%.. CCC and GRA/IEP instead

advocate the Tiexr II rate be ‘included in ‘the dispatch cost and also

estimate shrinkage at 3.5%. In addition,: GRA/IEP'anluded

brokerage fees and. franchise and uncollectibles  factors in its -
dispatch calculation. We will discuss each of these ‘factors, in
tum. . . . . . L . - ET . Yy N e e

~.  The UEG Tier II rate is based on’gas system cost '"- -~/ '/~
estimates adopted in PG&E’s general rate case and attrition rate =
adjustments, and allocated among gas- customer classes in ‘ACAPs. © iV
The Tier II rate paid by the electric department is a*v&ri&bié'“**“
transportation charge based on the total volumewof gas 1t -
purchases. - o . SO R N

"~ CCC and GRA/IEP argue that' the Tier II' rate’ belongs in
the dispatch price since it is an avoidable cost to the ‘electric

department that”varies with the amount of gas taken each moment. - -
PG&E argues that the Tier II rate is merely an artificial ‘transfer -~

price between the electric and gas departments, and includes a

portion of the “fixed” costs of owning, operating and malntalnlng o

PG&E’s gas system. According: to PG&E and TURN, from the -
perspectlve of combined gas and electrxc-departments Tler II, e
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rclated costs are not avoidable, and thus;..should: not:renter into: ...

-

gas d;spa.tch COSES. .. o Ul ol Tt ey e L L LTl
. PG&E and TURN arque: that the: Commission’s. ”one-company”
policy requires that dispatch prices be established. based upon:
one-company system costs rather than electric department costsi:
The goal of the one-company policy-is to minimize overall. costs - -
considering both gas and electric customers. 'As such, the: .
interdepartmental Tier II transfer price would not be treated as a
component of the dispatch cost, since it is not an avoidable cost,.

viewed from the perspective of the combined gas and-electric systenm -

costs. PG&E and TURN further argque that-including the Tier: x: rate
in the dispatch price merely increases.the IER and-revenue
requirement without providing any real benefit to ratepayers.
CCC and GRA/IEP respond that the one~company approach
should be abandoned in reference to electric dispatching: .. ..
assumptions, because it creates-an artificial price signal:upon .
which PG&E bases dispatch decisions. They also. argue that the.
one~company -approach is inconsistent with the Commission’s: - .-
procompetitive goals, particularly with respect to:the:c¢urrent

restructuring of the gas industry. According to these intervenors, .

an understatement in the dispatch price may lead to.use . of less:
economical generation sources, would subsidize: the gas department. -
in a anticompetitive manner, and would.conflict with state.and.
federal law by paying QFs less than PG&E’s: full avoided:.costs. =
5.2.3 Discussion _ AR R R
The purpose of the dispatch, .as opposed-to the commodity, -
cost of gas is to measure the avoidable: or. incremental.costs at .
stake relative to dispatch choices among alternative resources.

Accordingly, fixed:commodity charges are.not.properly included in . .

the dispatch cost since. they do not-change as a result-of:

dispatching alternatives. The proper dispatch price is essential- ..

to determine the proper sequence in which resources should: be:

dispatched to provide most efficient generation costs:charged-to-~ .- .
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¥

customers. The correct dispatch:price is also needed to: foregast . ' . 7
the proper prices for power sources from QFs and other purchased :: i

power suppliers whose' payments:rare based: upon' PG&E’s system’avoided
costs. We have evaluated parties’ arguments regarding: the:. . . -

treatment of . the Tier II rate with these: considerations in mind. .-

We have also considered parties’ opening and reply comments to the
proposed decision of the ALY relative to this issuwe. . .. 0 -

CCC and GRA/IEP have not. provided compelling reasons to
justify inclusion of the Tier II rate.: PG&E, TURN, and DRA have -
shown that inclusion of the Tier XX-rate would actually increase .. -
ratepayer costs. We conclude that, on balance; it is not
appropriate to include the Tier IXI rate in the d;spatch cost of:
gas. ‘ S o e e e e

We w111 consider each of the airguments. presented by
parties relating to. Tier II treatment,; in'turn.” As to the argument ~.
that exclusion of the Tier II rate-creates an artificial price ... . .
signal, we disagree. It is true that the Tier II rate, itself, is -. -

volumetric and'is billed to the electric department based:on. actual- . =

units of gas:transported.. However, the underlying.transportation - .
costs incurred by PG&E to deliver.gas.for electric generationTare -
fixed, not variable. The exclusion of the Tier II rate fromithe

dispatch cost realistically recognizes. that the actual transport. .. =~

costs associated electric department:gas purchases are not: .c. .

avoidable. relative to the company as a whole. Only if we assume = .-

the electric department is a separate entity from the gas: -
department can the argument be made that. exclusion of Tiexr IX
creates an artificial dispatch price:signal.- IR

In order to treat gas transport charges as: an’ avozdable o
cost, we would have to ignore the fact that the electric S
department’s transport costs are ultimately part of the total fixed -
corporate costs of PGLE. We would:have to abandon.our:long - :
standing policy of minimizing ratepayer. charges by-setting revenue
requirements based upon costs: incurred by the company-as: a:whole.
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This least-cost policy has been traditionally described as'the
7one-company¥- approach. - CCC and  GRA/IEF do ‘not dispute ‘that under’
the one-company perspective, the gas: transport..costs incurred by "

PG&E are fixed. Rather,  they argue that we should not apply the - "

one-company policy in this instance.. They advocate that:we 'abandon”
the ”one-company” approach on.the: basis that it/ is incbnsistbntf’ ‘
with our procompetitive geals, partlcularly in. the" context~of gas
industry restructuring. Lo ot o W

- We-find no basis in our gas. restructuring rules:to’ =~ 'V
abandon our longstanding one-company:policy. with respect to ~. . "
intercompany transfer payments for: gas'transport. Ourrgas: i
restructuring rules adopted in.D.90-09-089 provide a framework: for: -
the electric department to procure- its:gas-competitively asra ©
separate entity from the gas department. As PG&E states: ~after

August- 1, 1991, PG&E will dispatch its electric plants based on the
incremental cost of gas faced by the electric department: ratier- = '~
than by the corporation as a whole.: . .This is a consequence:-of 'gas’

industry restructuring.” (Exh. 15, p..BTS=1l.) PG&E’s reference, - '°
however, is-to the fact that the:electric department:must now. limit

its purchases of core subscription gas to 65% of its requirements.. - .

The remaining 35% is to come  from noncore.sources.  Thus;:the

dispatch cost of gas faced by the electric department-necessarily - .
will differ from the.core portfollo costs raced by the " ccmpany as a- ol

The”same distinction‘doeswnotuapplyrrelative“tcﬂgas:ﬁ;wv
transport, which the Tier II rate covers.. Unlike.procurement,:the

transport of .gas is not subject to competition.. PG&E’s gas . v

department is- currently the only source.for transporting-alls = .

electric: deparment gas purchases. GRA/IEP and:CCC have not’: -ii.g ol
demonstrated how minimizing costs to ratepayers through»exclusionf““hfﬂ

of Tier II transport charges in-the: d;spatch pr;ce contl;cts wzth
our procompetztlve goalg.n W . Co ST
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- Thus, there. is no basis to treat: the electric department 7
as separate: from the gas department.with:respect to transport-of-& .7’
gas in the context of our procompetitive goals. = The' fact that the " °
second tier of the electric department transport:rate is volumetric -
is merely an artifact of our ratemaking. It was not our intent 'in ~

designing Tier II as a volumetric rate.that it be used'to penalize’
ratepayers with higher rates. .The. Tier II rate does noticreate =

competition with respect to gas transport. It does not change the -

fact that PG&E as a whole incurs: zero incremental transport costs
as a result of dispatching a marginal unit-of gas.. ~ “Accordingly,”

we reject the argument that we should:abandon our one-company: ™ =7 -
policy- in the treatment of the Tier II.xate because of any: ™ 7w .7
perceived conflict with our gas restructuring goals:. . Ona broader -
basis, a change in our longstanding one~company -policy could raise '
generic concerns affecting other utilities or other contexts where ' '
the one-company rule would apply. We~ hesitate to repudiate such'a =~
fundanmental ratemaking principle-.absent-a-more comprehensive record’
on the generic implications.of changing. our-one-company-policy and-- -
its relationship to other Commission goals among ‘all California.” '

utilities. ... e T U PR PL R A E R PIPTRC= B
We-are;also.unpersuaded:bymtherargument:orACccﬂandéﬁl

GRA/IEP that exclusion of the Tier~II rate may- lead to use-of less -

economical generation resources: PG&E and:TURN-have :shown toithe-
contrary that the inclusion of the Tier II rate actually leads to-
less economical generation costs for ratepayers.  -Sincethe’ prlce
of Northwest purchased power is indexed: to PG&E’s’ system-’ e

incremental cost :(Exh. 1, pp:.3=-45); an increase in 1:1'>.e---cl.'l.s;:»a‘c.e.hi‘—‘-*"‘~
price for the: Tier: II rate*results-in~afcorrespondingfincreaseﬂinf”'““”

the price of: purchased power, rather than:any" s;gnlflcant ‘¢change "in"

cquantity dispatched. - - ¢ o DD O L D DODL I e

This price-quantity sensitivity effect is illustrated in-
the CCC’s late filed exhibit (Exh. 60) which correctedvan:i. .ol ininy
overstatement error in the dispatch price (see PG&E Reply Brief,
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p- 13). In .correcting the error; CCC.changed the pricevof: 3.

Northwest power by-about 3.1%,.but .changed-the quantity~by only - 7"

0.6%. - (Compare July 23 versus:August 2 revisions in- Exh?v60,
Line 13, Columns (a)  and (b) of. the Calculation of~ Change-in - "
Revenue Requirement). Thus,:any minimal change in volumes-is more
than offset by automatic increases in:purchased power prices.: :.:
Ratepayers would likewise pay higher: costs: for QF purchases to the:
extent that Tier II inclusion increases. the avoided costs used to
compute QF payuments. - , DTS ol S
Likewise, CCC and-GRA/IEP presented no evidence to .

support a finding that exclusion of Tier II from the dzspatch pr;ce*~v

somehow unfairly subsidizes the gas department in an. :
anticompetitive manner. - The discussion above illustrates that the: -
primary effect of Tier II inclusion.is to increase prices paid to-
purchased power suppliers, rather to:change quantities sold. %
GRA/IEP and CCC have not shown that PG&E shareholders are enriched - -
as a result of exclusion of Tier II from.the discount rate. ' . -
Rather, ratepayers are relieved . of the burden of paying higher
prices for purchased power. Accordingly, we .find no basis to:’
conclude that third party pewer producers are unfairly.
disadvantaged in their ability to compete-as a result of Tier II
exclusion from the dispatch price. - ‘ EON
We are also unpersuaded by the! argument o£°CCC and:’
GRA/IEP {hat failure to include Tier II in the dispatch. price would
conflict with state and federal laws: by resulting in QF payments
less than PG&E’s full avoided costs. : Since we have determined. ™ - -
above that the. proper measure of PG&E’s full avoided" costsi'should
reference PG&E’s_total company transport costs,. our Tier: II” .

exclusion results in payments to. intervenors based upon: PG&E’s’ full 7.

avoided costs in conformance with:state and federal laws.. ...r.. =~
TURN also raises the concern that if we were to:include
the Tier II rate in dispatching for forecast modeling. purposes,

this would be in conflict with PG&E’s actual dispatch operations.. . ...~
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This inconsistency would create an‘'inherent mismatch. between:

adopted resource-assumptions and real-world.operations.” Incthe ' .. " .

absence of a complete recoxd.as to:the .impacts and advisability of
requiring PG&E to change its recorded:operations relative to-
generation dispatching, we hesitate.to order such a change-in"
operations. -Accordingly, our adopted modeling: a,sumpt;ons should :
be consistent with actual operations. e T e '
In summary, none of. the reasons. presented by CCC and ’
GRA/IEP compel us to include the Tier II rate in the: dispatch”
price. PG&E and TURN, however, show that ratepayers are ' ..
disadvantaged by including the.Tier II rate. Accordingly, we:
exclude the Tier II rate from-our. adopted dispatch assumptiors.
Consistent with this treatment, we likewise reject GRA/IEP’s > =
proposal to include associated: brokerage fees and franchise and '

uncollectibles in the dispatch rate, since these are not: avo;dableﬂ' g

N

costs.
-

The Gas Price Joint . Recommendation includes a ' '4% 7. °

intrastate shrinkage factor to account for ”lost and unaccounted - = =

for gas” and compressor fuel used to move gas in intrastate -
pipelines (Tr. 135). Sponsors of the Gas Price Joint -
Recommendation advocate use of the 4% figure on the basis that it -
reflects PG&E’s actual dispatch price .assumptions.” :

The QF intervenors, on the other hand,. use a. 3.5% ...
shrinkage factor. This is based upon. the intrastate: shrznkage =
component- charged under the UEG tariff. - : Con

Consistent with our treatment of the Tier II rate, we'™

adopt an interstate shrinkage. factor: of 4% to account foxr -7+ oo ol

intrastate shrinkage as. proposed. in the Gas Price Joint: ... .=
Recommendation. This factor represents “lost and: unaccounted for
gas” and compressor fuel used to move gas in intrastate pipelines
(Tr. 135). The 4% intrastate shrinkage rate assumption is:
consistent with the manner in which' PG&E actually dispatches its™ -
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system. It is also consistent .with' our' treatment-iof- the' Tiexr XX
rate by basing dispatch costs on actual: company operat;cns rather
than interdepartmental tariff yates.: . 7 L.7n natoiorllog i rn

Although intervenors took no position on. the"absolute. ="~
level of gas curtailments, both GRA/IEP and CCC contended' that the

IER should be increased to reflect greater gas.curtailments. based
upon a QF in/out computation. GRA/IEP proposes that the added
curtailments be computed by first measuring fuel oil. consumption as

a percentage of total thermal requirements in the QF=in case;. and - -
then applying this same percentage of- fuel oil consumption to:total- -

thermal requirements in the QF=-out case. GRA/IEP.believes it is'”
unreasonable to expect curtailment-driven:fuel oil burns:'not-to -

increase absent QF generation, since PG&E would rely more heavily

on its oil and gas system. Although the effects of gas curtailment
from removal of QFs cannot be known with exact precision, GRA/IEP-
believes that its assumption is more reasonable than: PG&E's
assumption that no change in curtailments would occur. - - ;

" PG&E :opposed GRA/IEP’s proposal, arguing that'ne .. ... '

adjustment should be made to the IER for gas curtailments. PG&E & =

opposed any adjustment to the IER because of the significant
uncertainties over how curtailments might be impacted by-xemoval of

QFs. PG&E’s expert concluded that “we have no information as'to =

what the gas availability might look like in a QF-out case”

(Tr. 4:247).  According to PG&E, because gas curtailments: in the:
QF-in case were based on gas volumes determined: in PG&E’S ACAP. -
decision, the only way to determine gas. availability in a QFs-out’ -

case would be to repeat the ACAP proceeding with new QF~out.. . = =0 luo.

assumptions. | Absent running a new ACAF model. incorporating.the new
assumptions, the level of gas available to UEG and, hence,.the ..
level of curtailments cannot be known. (PG&E, Grief, Tr. 246-247.)

LS
PR

- e
- e
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PG&E’s- witness. Grief listed variables that.could affect .

gas availability in unknown ways based .on & QF-out.assumption. -
These include different PG&E actions as -to pipeline access,.gas.:.
storage, or placement of other resources. -Demand.charges. would .

also change. Since gas-fired cogenerators make up 80% of-variable- ' -

priced QFs, the elimination of. these QFs’ gas consumption would
actually increase gas. available to PG&E, .even after allowing for
gas supplies that these QFs would retain for themselves.. ‘
5.3.2 Discussion _ S . B

We conclude that it:is not. appropriate to assume an .
increase in gas curtailments for QF-out -purposes.  GRA/IEP’s. . . " -

P,

assumption that gas curtailments would increase because of heavier . ..

reliance on PG&E’s fossil-fueled generators absent QFs fails to !
take into account adequately’ all the- potential effects on gas .
availability absent QFs, as explained in PG&E’s testimony. ... -

To support its gas curtailment adjustment, GRA/IEP cited - . .

Exh. 50, sponsored by CCC witness Younger.  Exhibit 50 included -
excerpts from a recent quarterly posting of PG&E’s QF prices. which
showed an oil allowance as the marginal fuel part of the time.. .
GRA/IEP argued that PG&E’s quarterly QF price postings supported

its proposal to recognize increased curtailment-driven oil burns in -

the IER.

adjustment. The avoided cost. posting is intended to-reflect the

then-current status of fuel prices and fuel mix of the utility,.:as .

noted in the data response appended to Exh.: 50. -The timing, ' 7: .

purposes, and measurement recuirements. of the-avoided. cost -postings.-.
differ from those of the IER.:  Because of these differences, the ...u--
analogy GRA/IEP:draws between quarterly QF avoided cost postings-. - =
and the annual IER relative to-the treatment of gas curtailments is .

not sustainable.

- - PR »” . \ et e R PR W om e a PR ‘ar — N
. : : S L ARG L LT

A At vad

Exbibit 50 fails to Jjustify GRA/IEP‘s proposed IER ... "7 "
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. Unlike the quarterly postings, the :IER.:.iz based on‘a
longer term.forecast using the utilities’ production simulation
models in a QFs-in/out analysis. To compute the percent .of time -

that oil is the marginal fuel -for purposes of the quarterly-aveided
cost postings, PG&E merely forecasts each quarter:the fraction.of -

its total fossil fuel mix represented by oil .as noted in PG&E’s ' ..
data response included in Exhibit 50. This derivation is mot based -

on any QF=in/out analysis as is required .to.compute-the IER. & The
simplified method used to compute oil -allowances in the quarterly
postings provides no basis to determine what.changes in oil usage
would result from the absence of QFs, which is the variable GRA/IEP

seeks to reflect in the IER. As noted above, the evidence does not '

inform us as to how gas curtailments would change absent QFs.
Consequently, the payment procedures used. in quarterly avoided cost
postings do not support GRA/IEP’s gas curtailment adjustment :to the
IER methodology.- : : R S DR BRI

Given all the uncertalntles of neasurement. as noted by

PG&E, we have insufficient basis to conclude that GRA/IEP’/s Z o o000

assumption of a proportionate increase in gas curtailments: in' the
QF-out case is reasonable. On. the other hand, the assumption of no
change in gas curtailments in the QF=-out case‘i'“generally“”’
consistent with our past policy of not changing resource.

assunmptions in the QF-out case. (D.88=11-052, 29 CPUC 2d 566, 600,~ v

601). Accordingly, we will not adopt GRA/IEP's gas curtailment
adjustment in computing the . IER. - ..., - S
4. ies”. i T S N F I R

There was considerable controversy. surrounding:the-::l /i

appropriate estimate. for Diablo. Canyon.nucleax.generation  expense.:: ...

The controversy centered- on the proper assumption: for the:duration’
of Diablo Canyon’s refueling outages during the forecast period. .
Prior to submitting. the Joint Recommendation, PG&E forecasted a = .~
10-week outage while DRA forecasted a l2-week outage.. DRA based:
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its original l2-week outage estimate on a. review of industry data
for 13 -U.S. nuclear plants.similar to-the Diablo Canyon‘units.

DRA also cites D.88=-11-052 and D.89~12~015'as evidence that- 12—week“”f

refueling outages have been adopted in‘the past for the’ Dxablo
Canyon units as the optimal refueling time to cover-all
contingencies that might arise. The forecasts adopted in those -
decisions were based.upon all of the plant'srcompleted cycles, not
just the two most recent ones. .. B A = E
PG&E and DRA reseolved their dispute by agreeing ona -

,.' '

10-week outage in the Joint Recommendation. ~On-cross—exam;natlonfi“*”

DRA’s witness on this issue stated he was persuaded by reviewing
PG&E’s rebuttal evidence on this issue. (Tr. 1:69/Gibson/DRA).

CCC and GRA/IEP each sponsored testimony proposing a -
l2-week outage. TURN expressed support for the 12-week outage "
assumption in its brief. - . e e S

Revenue requirement increases as the length of ‘the -
assumed Diablo outage:  decreases, because ‘the costs of generation
displaced by Diablo are cheaper than the performance-based prices
PG&E receives for Diablo Canyon generation. - The IER, however, o
decreases as the assumed Diablo outage decreases. ’

PG&E’s forecast of Diablo Canyon refueling outages?of‘lo“'

weeks and a 90.7% operating capacity factor yield a generation of - -
15,808.7 gWh. PG&E’s forecast is based on the average duration of ' -

only the two most recent refueling outages for each unit. Both ¢CC. -
and GRA/IEP assert that a l2-week duration: should be adopted to
conform with past Commission decisions, as cited above.: "GRA/IEP

contends that PG&E is attempting to change the methodology adopted - -+

by the Commission by basing its’ forecast only on” the last’two

outages for each unit. ' GRA/IEP also recommends”that in’ applying " - -~
the 1l2-week assumption,. the Commission use Diablo Canyon’s historic -

recorded cycle capacity factor of 73.7% as a forecast assumption.
Consistent with these assumptions, GRA/IEP further: recommends'

adoption of an 11.95% forced outage rate which equals-an 88.5% = '
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operating.capacity factor.. cccIcomputes:theioperatingﬁciﬁiﬁity
factor as 87.1%. . . ST T e D e

- In-its.brief, CCC reminds us: of. our concerns expressed in o

D.89-12-015 -regarding "the estimate of Diablo outages, statxng.

"We .do not know if or when it will become -
possible to detect a meaningful, trend in the.
length of these refueling outages. 'In any
event, two data points. for.each plant certalnly
are not enough.” , :

TURN, in its brief, voiced support for the previously

adopted Diable forecasting methodology advocated by GRA/IEP and .- "

CCC. TURN warned that “PG&E’s proposed method overemphasizes
recent performance because it assumes that Diablo’s perfornance in
the last two fuel cycles will accurately predict its performance in’

the upcoming ‘fuel cycle. With only two.data points, the effect of -

2 single extraordinary fuel cycle, be it good or ‘bad,- wzll’domznate e
the forecast.” ' o C : S
PG&E responds that recent- Diablo performance data’'showed- - -

LYo

that ”a fairly stable operational history -that deviates quite: w-- .10
significantly from...(the) first three refueling outages” (PG&E, '~

Woehl, Tx. 23). ©PG&E cites a reduction in the number of design -
modifications from the initial refueling outages at the plant (PG&E

Exh. 4, p. RDW=4), and a reduction by half in the number of ‘= .’ . -

activities undertaken relative to earlzer, longer outages
(Txr. 34-35). TR
- PG&E asserts that the outage length ‘has- declined: due- to’

lessons learned from earlier ocutages.'. PG&E has added-an--outage ' -

e
oy

nanagement team and a 24-hour per day-outage control: centexr;~as " . 1.

well as the use of .contractors during the outage' periodi’ Because
of such changes to shorten outage ‘lengths, PG&E asserts that the-

moxe recent data is much more indicative of the outage length = « . Ll

likely to take place during the forecast period. Finally, PG&E:
argues that recent data is more appropriate for developing a
short-term forecast such as in the ECAC.
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PG&E. further notes: that the 1990 forecast outage,uwhichi ™ « &
was based on the same methodelogy PG&E has propesed in.thiss .« .0
proceeding, came closest to- predicting the plant: output, compared
to the forecast of Diablo generationadopted in the last three-ECAC -
proceedings versus recorded generation. (Exh. 21, Table 1). thzle
acknowledyging the 1990 rorecast methodology resulted rrom 2 joint
recommendation that was not intended to. set precedent for the
future, PG&E still asserts the accuracy of the method should be
noted in evaluating the merits of parties’ arxguments. ’
5.4.2 Discussion e ‘ C e

We conclude that the arguments on both sides of this .
controvarsy have some merit, but that neither approach provides an =
ideal solution to the measurement uncertainties related to:Diablo
outages. A broader range of historical data provides a more
conplete profile of expected outage durations, and: takes into
account a greater variety of potential outcomes. It also tends to
provide more contingency for unexpected variance in actual outage
durations. On the other hand, PG&E has . presented evidence to .
indicate that more recent outage data is more reprasentative of
expected outage durations than is older data.  Yet PG&E’s evidence
was largely anecdotal in nature, and PG&E failed to quantify the
specific effect of the improved measures it has implemented on
reducing outage durations. - - o oL T b

All parties’ outage forecasts were based upon a similar
methodology . of using an average of past cycles. Parties’..different
forecasts resulted from the application of different weights to '
different periods of historical outage cycles.  PG&E: applied zero-:
weight to all but its two most recent .cycles for each unit; it
applied an equal average weighting: to these more recent ¢ycles. .
CCC and GRA/IEP applxed equal we;ght to all past outageSJWhether
recent or not. . , . - T A R
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. We conclude that the. more.recent outage:cycles- provide =
better predictive value of forecasted outages than’do-older cycles, =
given the recent measures PG&E has undertaken to reduce the'risk.of. -
extended ocutages. We are not convinced, however, that wei:should. . -~
totally ignore the value of longer term experience:as having no
predictive relevance at -all, based upon' the concerns we have:.raised -~
in past decisions and the forecasting uncertainties noted by
intervenors. -We believe a reasonable resolution of.these -
differences  is-to consider all historic. Diablo-refueling cycles, -
but to apply greater weight to more recent outages: and:lesser:
weight to earlier outages in developxng ‘an average estimate:of
outage duration. : Ce oL e

Following this approach we will adopt an:.ll-week ' . -
refueling outage for .each unit as.a basis to forecast:Diablo: Canyon
generation..in this proceeding.. We base the 11 weeks-upon:.
consideration of all past refueling cycles while ass;gnang»greater;u?
relative weight to more recent cycles. We- base. our weighting-on a ' =
sun-of-the-years’—digits approach to yield a uniform incremental
increase in weighted value for each progressive cycle. The=-.u« .
development of the wexght;ng factors and resultxng outage lengths :
is presented below: S C o S . e

Riaklo Unit 1. .= Weighted. %

IR SR ‘ S I TR LT e e e e T

Cycle 1 - k0% - o o Cyele L e uReSTE T o v LU
Cycle 2 , .20% . - Cycle. 2 . 33. 3%_*r~ e
Cycle 3~ - 30% Cycle 3 o 50% T ey
Cycle 4 . - A0k o oo ol oL L LT 20T Do e v

By apply;ng these we;ghted percentage factors to«the
historical “outage durations for ‘each cycle, we der;ve an average ,
forecasted outage duration of 11 weeks each for Dlablo unJ.te g R
and 2. We consistently apply the same ‘weighting’ of h;storlcal
cycles to derive values for the'dperating”Capael*y factor of 89.2%.
This approach recognizes the value of PG&E’S measures to ‘shorten =
the outage relative to earlier experience while Still lncorporatlng"'“

Pra

-42 - - . -
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to a lesser:extent the experience: fromcthe-earlier-outages, and the
uncertainty related to reliance.on.:limited- h;storzcal datav.obory oarn

. - -} ey
S (T

e A . ke
.
R R R A

- There was considerable-controversy between PG&E-and™.
GRA/IEP over the proper-modeling for PG&E’s hydro resources: PG&E "
specifies a minimum operating capacity, a-maximum operating: v~
capacity, and a monthly -amount of energy available for various. @ 7.
hydro resources. Its production:.simulation model. then: schedules
these resources against system load so.as to:maximize.capacity
benefits from the resource. GRA/IEP agrees this hydro:modeling.
approach is reasonable as long as resources are operated. .in such a~ " -
way as to be optimized against overall system load. 'GRA/IEP’
contended that such is not the case for at least two:-hydro:r. = :
resources modeled by PG&E, namely those of the Sacramento Municipal
Utilities District (SMUD) and. the United States Bureau of .. .= .-
Reclamation’s Western Area Power Administration (WAPA). . . - . ...

"GRA/IEP disagreed with PG&E’s modeling: assumptions-as to- - .
minimum operating capacity for these two hydro resources. - -GRA/IEP "~
claims PG&E’s modeling assumes more capacity is-available for -
peaking than is actually true. GRA/IEP revised the modelingof
SMUD and WAPA hydro by assuming minimum generation capacities
higher than modeled by PGSE. GRA/IEP set the minimum capacity for
SMUD at the 25th percent;le of 1990 recorded product;on and o
assigned a ramp rate of 50 MW per unit. For WAPA, GRA/IEP assxgned
a ramp rate of 100 MW. The ramp rate detexrmines ‘how quickly a unit’
can nove from one capac;ty level to another., GRA/IEP’S 1mposed
ranmp rates lxmlt the ablllty of the hydro unlts to. reach maxmmum .
capacity- (Tr. 4:278, Greif.) L . e e e e e

GRA/IEP’s,modellng assunptions. result xn moxe hydro
energy being taken during off-peak hours and. less hydro being
available dur;ng_peak hours relat;ve to PG&E’S modellng.f More ..
expensive replacement power during peak hours results in a, hagher
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IER. . In. addition to.an adjustment. to. the IER to reflect its'hydro:: "
modeling, GRA/IEP also. proposed. that PG&E.-be directed.to:revise: its '
own hydro modeling consistent with GRA/IEP’s findings,.andithat - = .o

PG&E thoroughly investigate the operation of:-all hydro. resources
modeled and improve its modeling: conventions for. hydro in next:
year’s ECAC proceeding. : U R R UE SR T .
PG&E opposed GRA/IEP’s modelmng propoaals. - PG&E-contends . .
GRA/IEP’s recommendations mischaracterize:the scheduling.and: 7.7

operation of these resources, improperly mix modeling conventions . .

from a chronological model (PROSYM) and a-load duration model
(PROMOD) ., inappropriately shift hydro energy from on=-peak'and:
partial-peak hours into off-peak hours, and . misstate: PG&E’s::
representation of these resources in PROMOD. PG&E:challenged:both:
the validity of GRA/IEP’s empirical comparisons. of:data asiwell as
GRA/IEP’s assumptions regarding the operating. constraints.on SMUD .-
and WAPA hydro capacity. S P PR S P
_GRA/IEP based its conclusions on an-analysis-of recorded.
hourly operating data- for these-hydro facilities: for:July 1990, .-

compared -against the expected results using PG&E’s:typical-peak-—: : .

shaving production modeling mode. . GRA/IEP chose July. 1990 asca
sample since recorded and forecast data were virtually identical
for that month. GRA/IEP contended that - the comparison:showed that
the GRA/IEP simulation more closely reflected recorded exper;ence
than the PG&E simulation.. - Coin SIS A N SR SR
In addition to the comparison of recorded versus '‘modeled .

results, GRA/IEP further based its assumptions. on-its. understandzng A

of actual system operating constraints: imposed on-the -hydro.
systems. GRA/IEP reasoned that the SMUD hydro.could not be.. .- .
available for peaking at levels assumed by PG&E because more off- ..
peak capacity was needed. for constant around-the=-clock .resource
flexibility to serxvice hydro regulation needs. . According to’
GRA/IEP, PG&E overstated the amount of hydro available :for peaking .
from SMUD by -ignoring the constant-around-the-clock operating . -




A.91-04=003 ALJ/TRP/gab *

requirements.  of:SMUD’s hydro unit.>: GRA/IEP/ revzsed—the~mode11ng of’

SMUD- hydreo: by establishing much«h;gher mlnlmum generatlng T

e

capacities than did-PG&E." - - 3 wlT orTu o laran i e
-GRA/IEP criticized PG&E’s- assertion that a near-zero - -

minimum capacity is sufficient for- instantaneous regqulation on' the
belief that load regulation requires a resource which can“both-pick™

up and reduce load rapidly.  If the regulating resouxce is -

operating at:'levels barely above zero.'(as. PG&E: assumed) 1t has no

ability to. reduce generation: when: load drops. oo
For WAPA, GRA/IEP contends that similar limitations, - -

restrict USBR‘s ability to load its-available generation' into which--"

PG&E did not consider the peak. ,GRA/IEP'assumed*aﬁramp4raté“of“100*"”
MW for the WAPA hydro. T T I
PG&E disagrees with GRA/IEP’/s-conclusion that PG&E’
assumed nminimum capacity is inadequater’to ‘provide resource
flexibility to meet load regulation needs. PG&E . states that' -
regulation is typically only 3% of spinning reserves (Exh. 33,

p- CG-1), and the relatively. small minimum capacities-used by PG&E '
are more. than adequate to respond to instantaneous changes-in-load.

For the month of July 1992, PG&E assumed a minimum’ capac;ty of
8 MW. (Tr. 251.) - > O S T

- PG&E further states that 'the -operational .constraint:
described by GRA/IEP is really that of ‘load following, not™ -
regqulation. PG&E contends that SMUD has no need’to increase-its '
resource’s off=peak capacity, as GRA/IEP -assumes, since -SMUD -has
360 MW of firm capacity and associated energy at load factor from - -
WAPA, as well as purchases from PGSE and- the Southwest, all of -
which provide load following. Further, the PG&E/SMUD agreement
allows SMUD up to four changes per day for load following.™

PG&E also disagreed with GRA/IEP’s imposition of “xamp'
rates for SMUD and USER on the grounds that such ramp rates - -
arbitrarily limit the units’ flexibility to 50 MWh and' 100 Mwh,
respectively. PG&E provided a number of examples where actual -
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operation .of the units varied on an .hourly basis' by’ more than- the """
constraints assumed. by the ramp rates [(Exh. 33) w7 . . Jnomoie rudme

Another source of parties* disagreement involved the '~
results of PROMOD versus PROSYM to model hydro assumptions. ==

GRA/IEP performed its simulations using PROSYM. GRA/IEP re=sorted.

the chronological load data from PROSYM into: load duration ‘curves,
without reference to the actual chronological modeling that. =~

occurred in PROSYM. According to GRA/IEP, this was done to-allow a '

reasonable comparison with PROMOD, which presents results in load -

duration rather than chronological format. Yet PG&E contended- that -

GRA/IEP mischaracterized PG&E’s hydro modeling by- using PROSYM to-
interpret PG&E’sS modeling in PROMOD, but without truly replicating -
the actual PROMCD algorithm. Since PROSYM is afchronologicalwmodelf
which schedules hydro every hour, PG&E asserted its. data is best-
plotted- chronoclogically.. ‘ S . e ERE

In response to PG&E’s criticism, GRA/IEP: recast its ™
original load data in chronolegical form, argquing . that' either load’’
duration or chronclogical formats showed GRA/IEP’s simulation - !
matched recorded data more closely than did PG&E’s simulation..- - -

‘While GRA/IEP’s comparison of recorded versus.-modeled
data focused on one week of July 1990, PG&E’s rebuttal showed-that’ '
for other weeks of July 1990, GRA/IEP’s modeling resulted: in™an -~ !
overstatement of minimum hydro capacity during practicallyall:
night hours. Extension of GRA/IEP’s calculations toradditional
weeks in July raises further doubts about the:validity of "applying
the model’s results to the-rest of the . forecast period..  GRA/IEP’s

comparison was made in a2 month where .recorded SMUD.hydro levels are .-

similar to forecasted levels.. PG&E notes that GRA/IEP ‘has not
analyzed other months where the 1990.recorded hydro: dlffers from

the forecast. I IV
. PG&E also - noted an.inconsistency-in-GRA/IEP”s use’ of

Lo ]

recorded 1990.datahfor”derxVLngdcapathy,m:nxmumdwnthcutwregardLtouxwzf

the amount of energy available. in any-given-forecast month from:
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Novenberx. 1991 through: October: 1992. -.GRA/IEP‘s method results ina:’ .

mismatch whereby minimum capacities -are:derived from recorded 1990 7

data while energy and nmaximum capacities are derived from -PG&E’Ss
forecast data. . - : Lo R S

.~ NO simulation can be expected to perfectly modelactual’: 7

performance, but the simulation should reasonably reflect. . :wi I I ..«

operations over the full duration of a forecast period... PG&E‘’s '’
criticisms of GRA/IEP’s assumptions and modeling techniques as '

described are persuasive. GRA/IEP failed to .demonstrate that its -

assumed minimum capacities and ramp rates depict more realistic -
hydro assumptions than those of PG&E. ' PG&E demonstrated that its
minimun hydro capacities are adequate to. accommodate the resource:
flexibility needs of SMUD and WAPA. B ST T
Accordingly, we will not adopt GRA/IEP's.hydro modelxng
assumptions. Instead, we will adopt the hydro modeling: assumptions
underlying the PG&E/DRA Joint Recommendation on this issue. “
Likewise, since we have found PG&E’s modeling assumptions to be ™

reasonable, we have no-basis to require PG&E to perform any.special -

studies of hydro modeling in the next ECAC"proceedlng,>as proposed
by GRA/IEP. . - _ N U SR PR R TP I
E.E m g > ID I a!- ! !:{ . - - et e e

. - » 3 » =

GRA/IEP challenged PG&E’s assumptions as: to transmission
line losses in computing the IER.. .PG&E’s.IER .computation assumed -
no net change'in line losses between its QFs-in’'and QFs~out cases.
GRA/IEP recommended,that‘costszrelated~tovincremental;purchasesf~”
over the intertie in the QFs-out: case be increased- by energy loss -
adjustment factors of 6.1% for AC intertie purchases and 7.5%:for

bt ETEN
Ta ey e

DC intertie purchases.
PG&E cited D.88-11-052 as authority for :the Commission’s

previous rejection of the inclusion. of transmission losses-in the "o "

QF-out case. GRA/IEP’s witness Branchcecomb testified that one- of
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the reasons for the Commission’s rejection of aclinerleoss o i .o
adjustment in the IER was that.leosses. were already:accounted:for inv::
the planning -load in the calculation of lost and.unaccounted for ..~
(LUAF) power. (Tr. 5:375-6.) ' GRA/IEP further argques that because
PG&E changed its method of determining line losses, “the basis for: ..
the Commission’s-earlier rejection of this approach (in*‘ R :
D.88-11-052) has been modified. substantlally-” (Exh. 43,
pP- ll/Branchcomb/GRA/IEP.) > R S o
The . ¢hange in ‘methodology . referred to- by GRA/IEP‘;nvolves
a broadening of the definition of near-thermal . generation.(NTG)., o~
which is . one of the independent variables in a single regression
equation used to forecast line losses. -This variable is . intended .. -
to capture, in.a very broad way, the effect of resource proximity
to load centers on losses. PG&E’s. witness Bennett -cautions, ..
however, that it would be. inappropriate to use PG&E’s line loss:
model to infer impacts on system losses for the.QFs—-out.case.:
PG&E’s model is a ”reduced form” model rather than a ”“structural -
model.” As such, it may not give reasonabkle results-when used to
answer “what-if” cquestions of how losses would: change -absent QFs. . .
(Exh. 26/Bennett/PG&E.) B ' Ot L
5.6.2 Discussion. - e = R T P PRI T SO DS
..GRA/IEP’s argument fails to establish that the-change-in-
PG&E’s method of accounting for losses eliminated the Commission’s
basis for exclusion of line loss adjustments in-calcuiating;thefIER.AW
in D.88=11-052.  PG&E’s refined method-of accounting for ‘line
losses merely corrected an inconsistency in its regression:equation ..
to include non-remote QF generation as:a component of Near Thermal - .
Generation.. PG&E’s modification does . not change the fact that line I .
losses are still being accounted for in‘the“planning.load:~it;w
merely improves the precision of the .line loss estimate. - S
GRA/IEP states that it does not propose to rely on. PG&E' 8
econometric model to forecast losses. This statement appears to . .. . .
conflict with GRA/IEP’s testimony in Exh. 43 (p. 1l1) that “the
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-

basis for the Commission’s earlier rejection of (line-loss ~wmin ™ !
recognition) -has been modified substantially by PG&E, "and justifies -
inclusion of incremental line losses in the IER'determination.” -
Here, GRA/IEP cites PG&E’S model change as a basis for the line

loss adjustment. If we cannot rely on PG&E’s model, as GRA/IEP

argues, then it is unclear how our ‘earlier basis for rejection of. ' .

line losses in D.88-11-052 can been nullified: based upon: PG&E’s
modification of that same model. R S P
The basis for our position in D.88=-11-052 was that the
record in that case lacked sufficient information.as to permit an:" :
assunption of increased line losses . in the QFs-out case.: Asiwe

stated in that decision: “Without better information on the effect: .. "

on losses from the removal of QFs in the QFs-out case, we .decline: -
t0 make this assumption.” ¥For example, there was no-confirmation: .

as to the number of QFs located far from-'load centers or whose = /..

power was transmitted over lines less efficient than the- Pacxflc SR
Intertie. . o e oot IR
PG&E's.change in methodology“inrthis_proceedingftoﬁ
quantify the number of QFs located far from load ‘centers represents
an improvement in available data relative to what was available
when we made our determination in D.88-11-052. There are still, .~
however, a number of uncertainties . which have not:been resolved as
to the effects on line losses in the QFs—out case, ‘as noted:in~
PG&E’s Rebuttal Exh. 26. . ... ... LTy v
GRA/IEP arqued that its. proposal prov;des merely ‘& -fuller -
accounting of costs avoided by QFs. A problem with GRALIEP’S L

argument is that it fails~to”account:consistently“rorwother.w¥~~:n; N
anticipated changes which may reduce line losses in the QFs-out - "
case. For example, GRA/IEP fails to factor .in the effects of DC ol

line purchases which flow from South to North to PGLE’s Midway :
connection, which would.act to reduce Northwest Yosses ‘on. a QF-out
basis. (Exh 29, p. 3/Ker1er/PG&E ) ST T L L ma e an

o ey [
I ¢ A )

- 49 --
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While we agree with GRA/IEP that.there.is likely some ' .

impact on line losses as.a result.of the QFs—out.case,~“the .l. i .
complexities of computing that-impact: are beyond the scope~of the ... .

record developed in this case. . While PG&E’s assunption of-zero . . :
line loss impacts. in the QFs-out case appears. unrealistic, at

least it recognizes that there are offsetting effects.oniline:: '
losses, both positively and negatively. . PG&E’s proposal also. . -
avoids the need to perform a full recast:of the resource plan to .
measure replacement. resources for the QFs, which we have previously "~
declined to do in an ECAC case. R St

- - GRA/IEP’s analogy of transmission line-losses to .

incremental heat rates is unconvincing. The recognition..of ..

incremental heat rates is merely a reflection of running:the same "' - =

resources at a higher utilization level.. ' No change-in. loads .or.
resources are assumed. Yet %to factor in line losses-as GRA/IEP

proposes, we must assume a new load  (reduced by line ‘losses) .-and a-.: .

new set of resources to reflect the new load. - o - v
GRA/IEP’s calculation of line . losses fails to considex
the multiple effects on line- losses resulting from the: QFs-out:
case. We are led to a similar conclusion we expressed in- -l
D.88-11=052: “Although PG&E’s approach may underxstate the losses - -
resulting in the QFs-out cace, we conclude that it is: more likely .
to represent the losses in this hypothetical situation:accurately.”
Accordingly, we will not adopt GRA/IEP’s. line loss. . .
adjustments to the IER.. Instead, we will adopt: the PG&E/DRA:
assumption of no line loss adjustments. in the IER- caleulation. .
5.7 __SMUD Sales
5.7.1 Parties’ Positions - o 0 o s o T
.GRA/IEP .contested PG&E’s forecast-of - its sales to:.SMUD.. o:.':
PG&E revised. its- initial estimate of sales to SMUD.from SCE-and:

PG&E from.a 75%/25% split-to‘a-50&/50&¢split;in-itSJJulywl;updatedﬁanfw
testimony. GRA/IEP took exception. . to PG&E’s:recommendation .in its:. -

update testimony. PG&E’s revised split.was based on 1991-recorded:

- 50 = ..
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sales for January through April -1991 \(Exh. 23, p.' 129~

Kerler/PG&E.) PG&E subsequently added data’ for 'June: 1991 in 7 ~u: o7
additional rebuttalJtestimony'to'showﬁcontinuation'df‘thISApatfern coen

of SMUD sales. (Exh. 29, pp. 2-3/Kerler/PG&E.) ~ GRA/IEP proposed
adoption of an assumption based upon SCE“s separate estimate from
the SCE’s ECAC application. GRA/IEP concludes that #SCE ig in'a
much better position to estimate how much energy it expects- to'sell
to SMUD than is PG&E, since SCE is the originator of the sales.”

GRA/IEP’s assumption reflects .a 94%/6% Spllt between PG&E and SCE ~

in SMUD sales (Exh. 6l.) T S
In the alternate, GRA/IEP*proposesvthe‘adoptibﬁvbffPG&E’s

original estimate of 75%/25% based upon’ 1990 recorded”datd;4~¢”'~"'”

GRA/IEP axrgues the original estimate is superior to PG&E’S: revmsed
July 1 update assumption for the following rcasons SR
It is not reasonable to forecast'annualvadlestor“a‘*”ﬁf
future l2-month period based on only four months of recorded’ data.-
PG&E responds that it provided supplemental sales data’ for June
1991. PG&E argues that this confirxrms that the trend of increased
SMUD Southwest purchases will' continue into the summer months.-
Contract renegotiations between SMUD and PG&E now -
underway will increase SMUD’s ‘ability to purxchase PG&E power
relative to recent recorded sales.: PG&E’s witness countered that
the renegotiation will likely lead to- lncreased flex;bllmty rather
than increased purchases. e . ‘ ' R
GRA/IEP also contend that PG&E lncorrectly modeled  all -
SCE sales as firm although they include non-SCE sources- whlch axe

v, e N
"V "‘ e

nonfirm.

PG&E responds that the recorded 1991‘dataﬁdémthtfatésunﬁflﬂi
that PG&E initially underforecasted SMUD sales outside the PG&E
area. Given the nature of the SMUD/PG&E energy account, it-is:w 7w o086
reasonable to assume that these purchases will continue, since SMUD
is using any energy it purchases in’ excess of SMUD’s own -load- to-
pay back energy owed to PG&E under the account. PG&E’s update- also
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recognized an.-increase -of an additional 100 ‘MW-of ‘transmission -
capacity permzttmng SMUD to take 33% more capaczty»rrom the south.

We will not adopt the SCE estimate of*PG&EVSCEESMUDWsaleéf'"”

as represented by GRA/IEP. There is no basis in this record- to

test the validity of the SCE. estimate 'since no-witness from: SCE’ was’””"

U——

produced- to testify to its estimate. .. .o - PR AR
We: agree with PG&E that the recorded sales provided
through June 1991 indicate a pattern of increasing SMUD-sales from

the Southwest relative to PG&E’s original 75/25 -assunption.- 'PG&E’s
updated estimate, however, would require us to accept a significant - -

increase over a relatively short time, effectively doubling the-
share of sales coming from the Southwest from 25% to 50%. .7 .0
Although PG&E has noted anecdotal factors that could. help to”

continue an increased level of 1991 SMUD sales relative to 1990, it
did not specifically quantify the precise. effects on sales expected’ --

from these factors. Rather, PG&E simply annualized the 'available

months of recorded data from 1991. There is still-uncertainty as '
to what the sales level for the second six months of 1991 will -be. =
PG&E’s original estimate had the appeal of providing”IZ”monthsfor*f‘““
recorded data which is consistent with the number of months in the

forecast period. = . = come o S L T L
We will adopt -an assumed: Spllt of 627 5%/37 5% based upon

an equal weighting of PG&E’s original 1990 ratio of 75/25 andi its- -

N

updated 1991 ratio of $0/50. This resolution recognizes that:there . .

has been some upward trend in -sales since the end of 1990, but

stops short of simply extrapolating -the limited recorded 1991 data "

for the full 12 months of the forecast period.. We will- temper our

uncertainty inherent in-only .a.half-year‘’s worth of recorded 1991 . =7

data by weighting in the recorded PG&E/SCE mix for.one-half of =
1990. We also observe our adopted split.almost exactly equals the’

recorded split for April 1991 (i.e., 62.4/37.6) which is the last . -..J.c
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month of recorded. data used by PG&E in. computlng its proposed 50/50 '
split (Exh. .23, p.. 129/Kerlexr/PG&E). - ‘ T : N R
) istillate Di tcl .

: r - -
- -

- GRA/IEP proposed the use of monthly distillate fuel o

purchase price as set: forth in PG&E‘s- workpapers. to measure the -

cost of operating combustion turbines: in setting the’ ECAC revenue '

requirement and- IER. - PG&4E witness. Grief (Tr. 4:239) testified that

PG&E does not account for fuel oil as an-expense in: the month: of . ...

purchase but rather uses the-LIFO*(last~inﬂrirstvouty-metnod“ofV*“i““3

accounting.- The distillate oil expense. 1s.pr1ced at. the. LIFO:"

annual average price.. o T L R PRSI A T

5.8.2 Discussion .. T : BT T
We: conclude that PGLE’s method: of treatlng distillate oil"" .-

expense best minimizes overall costs.' Because the costs of i R

distillate oil are higher in winter;monthS{thanﬂspringaandﬂsummer?'

months, PG&E endeavors to purchase.the: distillate in.the months in

which the cost is lower. (Tr. 240.) The difference in:delivery™ -~ = ° .

dates and burn dates for distillate: oil reflects PG&E’s ‘least cost =

purchasing strategy. The use of the-LIFO annual average cost 1o

better reflects the reality of PG&E’s least cost purchasing: -

strategy and the actual costs incurred as compared with.GRA/IEP’s

alternative. We will accordingly adopt PG&E’s distillate pricing

assumptions. ' ' IR ST Lo e

PG&E’s appl;cat;on 1nc1uded a request to increase ' 'rates -
to recover increased revenue-requirements for ERAM and.LIRA.:~" & .

The ERAM balancing account was established by the' =
Commission to eliminate fluctuations.in- base revenue: recovery'due
to variations in sales. The balancing:account accumulates ‘the:
difference between the actual billed base rate revenue versus the
authorized base revenue amount. . Revenue adjustments to .amortize - 7
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the under~ or overcollection in the. ERAM balancing: accountare
ustomarily adopted in ECAC proceedings. SR PR P

The LIRA was adopted by . D.89«07-062 and:D.89-09=044. The. " -~
LIRA provides for a 15% discount'on:residential rates for: customers -
who qualify under a low-income criterion.'.PG&E is. reimbursed for = -~

its costs of the LIRA program through a rate surcharge. :The:LIRA

balancing account accumulates the  difference between LIRA:surcharge::: .
revenues collected and related program costs. 'D.895-09-044 ordered- ' -

that LIRA~related rate revision be. rev;ewed and adopted-:through the
ECAC proceeding. o : T T e '
PG&E’s initial ERAM/LIRA request was. based upon.ther
recorded balance in the accounts at Fubruary 28, 1991.. PG&E's July
update revised its requested increase to reflect the May" 31
recoxded balancxng account balances, mnstead of the earl;er
February balances. | - ‘ - i“\*‘f‘“ B
DRA was the only other party to sponsor any testxmony on

ERAM/LIRA revenue requirements.’ The DRA/PG&E’ Joint Recommendat;on SRR

resolved all outstandlng issues between DRA and:PG&E as: to“ERAM and
LIRA. . . , ‘ O P S,
PG&E’S August 30,'1991 updatextestimony‘further;revisedm?
ERAM/LIRA revenue requirements to reflect July 31, 1991 .recorded:
balances. This is consistent with the Joint Recommendation’s
proposal to update recorded balances for computing revenue.
requirements. . The revenue increase was. alse. recomputed:.to .reflect
rates effective May 1, 1991..As a result,; the ERAM balance: at::
October 31 is forecasted to. be undercollected:rather than. . =
overcollected, as was assumed-in the Joint Recommendation.: - .

The LIRA revenue requirement was similarly updated, - -~ = . -

resulting. in a slightly higher overcollection. .Since the LIRA
revenue shortfall is dependent on the adopted residential-rate: ..

design for 1992, the LIRA rate change will be.subject to revision . = --

in the revenue allocation phase of this ECAC proceeding.. .. '~
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The proposed ERAM/LIRA  revenue requirement:increases: were ..
unopposed by any active party. . PG&E’s: updated ERAM revenue ' . . .17

requirement in’ its Auqust 30 update,. however,"included: one:.:”
accounting error. As discussed in Section 6.3 below, PG&E:agreed-
to credit its ERAM account. for.$590,327. Instead, PG&E: .
inadvertently debited ERAM for that amount.. Accordingly,: we have .
corrected this accounting error- in-deriving our. adopted: ERAM/LIRA -
revenue requirement of $187,492,000..= .. TR E P LR
~Appendix A presents the derivation our adopted ERAM- and

LIRA revenue requirements. The summary below compares our. adopted SN

results to PG&E‘s initial and updated.estimates. .
(S 0007g) : RN L
Ap;i;‘l_ July 1 Joint . Aug. 30 Adopted ..
Initial Update Recompendation  Update = N
ERAM $142,991  $147,966 $148,559  $181,885 _ $180,701 .
LIRA 10,771 10,212 10,112 | 6,791 6,791 "

Total  $153,762 $159,078  $159,671 .  $188, 676 :_;$}37,492|:dJ
"DRAuraised~certain,issues,inxcdnnectxon:w:th“rts review
of the ERAM/LIRA revenue requirements which were resolved through . . .

the Joint Recommendation. We adopt the Joint Recommendation’s

resolution of -these issues as reasonable. ‘These issues are - . [ o0

discussed below.

6.1 _SMOD Revenues T B L S S b PSP
'DRAinitially proposed: a  $2.6 million reduction in/ERAM. .. ..

to reflect, in part, a 1991 rate. change for capacity purchased from ...
SMUD. On rebuttal, PG&E:noted that the additional.revenue from the . :

SMUD rate increase had already been deducted from PG&E’s base:
revenue amount in.PG&E’s 1991 attrition adjustment. (D.89-12-057,
Apdx. C, p. 11). PG&E and DRA both acknowledged  this in the Joint
Recommendation. Accordingly, we adopt the Joint Recommendation on -
this issue, and make no additional adjustment fox’ SMUD revenues as .
originally proposed by DRA. . T L
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~In connection with its review, DRA.proposed:various o~
wording changes to Part F of PG&E’s Electric Tariff.concerning:the: . '

Helms Adjustment Account (HAA)- to. reflect changed:circumstances. .
since the HAA was established in 1984. PG&E' expressed concern.that
any changes to the Helms tariff not prejudge. PGEE’s ability to .-
request recovery of the balance in the HAA. - We will adopt-the
language as proposed in the Joint Recommendation. Item’:C.3 as-the-
appropriate resolution of this matter, and ordexr that PGLE’S
electric preliminary statement be amended. accordingly.. This . ..
language change has no revenue requirement impacts on:the: adopted
forecast in this proceeding.

E-: : !. ]E- - !:- ! !_,

PG&E conducts conservation financing programs through its-

Conservation Financing Adjustment (CFA). ,
, DRA. concluded during its -field audit work that: tho
balance in the CFA Allowance for Doubtful Accounts was too high .
DRA proposed to reduce the balance for -the electric, portion“of.this
account by $590,327. The PG&E/DRA. Joint Recommendation: T
acknowledged this adjustment by proposing -a credit. of the 5590 ~327
to the ERAM balancing account with an equal debit to the.electric
CFA Allowance foxr Doubtful Accounts.. No party opposed this
proposal,. and we will accordingly -adopt it.
Findi £ Pact o o
1. PG&E filed this applmcat;on on Aprll 1, 1991, request;ng
an annual;zed increase of $264.8-million in its electric . xrates.
relative to its ECAC/AER/ERAM/LIRA/CEE ‘rate procedures, -efflective
November 1,.1991. _ Coe CLen Lt mnnae

2. PG&E also propo ed to update tho equivalent.IERwused;to,mﬁ;;

determine payments to variably priced QFs, consistent with-its .
resource assumptions, and to update its ERI used to-adjust. capacmty
payments to certain.as-delivered QFs. S SRR

-~ 56 -_ - .

~
4o
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3. PG&E and DRA sponsored a Joint Recommendation Which K~ -’
resolved all disputes between them related to Phase’ Ia' issues in
this proceeding and which resulted in- a-'final’ proposed ECAC/AER
revenue requirement decrease of $134.5 million. -~ "% T e

4. .Parties to the Joint Recommendation concluded: that ‘each' ' °
resource assumption included therein was based on'a reasonable
forecast which was was consistent’ wzth 1ts proposed revenue““"
requirement and QF price factors.. - E SRR '

5. PG&E, DRA, and. TURN sponsored a-separate joint = -~~~
recommendation which resolved all disputes between those three -
parties related to gas price issues-in Phase Ia of this proceeding. -

6. All active parties were in agreement on-a‘number of =
uncontested resource and modeling assumptxons which axe attached as”™
Appendices D and E. S ‘ S a

7. Several resource assumptlons ‘remained in dispute among: -
active parties other than the sponsors of ‘the- Jolnt Recommendat;ons
referred to above.. R ' EE R ‘

‘8.  The resource assumptions‘which-have¥been*adoptéd”ih“this "
decision result. in an ECAC/AER revenue:regquirement- reduction“of =" "
$169,532,000 and result in price factors’ for varzably pr;ced QFs as*"
set forth in Appendix C. - T R S 4 SR

9. There is uncertainty about‘the?actdal-mix“o£>gaSVSodfces 3
from which dispatchable gas will be procured during the“forecast ' ™~
period, and this uncertainty precluded a precise determination of
the exact mix in adopting resourcec-assumptions in this proceed;ng.

10. A forecasted mix of 75% Southwest spot gas and 25%- PGT e
gas reflects the relative scarcity of- cheaper PGT gas while®~
acknowledging that Southwest spot gas is not the sole source for .
dispateh purposes. . B N TR0 PR

11. Under its interdepartmental“tariff,vPG&E's*éIectric”’
department'pays a volumetric transport rate known as*thewaer II""”””

dispatching a resource other than gas.
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- 12.. Including Tier II-in:the:price.for..dispatching thew~- . =7ov
electric system of a combined utility m;n;mizes ‘costs to,allH DR

ratepayers. - - o el e Lo e e A
13. The.one-company approach to«d;spatch;ng ‘the electric-

14.. The use of the 4% shrinkage factor for dlspatch.purposes
is consistent with the one=-company approach. - i

15. Gas curtailments could be affected in various and unknown<® -
ways based upon a production cost estimate absent variably. priced

QFs which would require a new ACAP-simulation to determine.

16. The avoided cost postings for quarterly QF.prices do not '

incorporate an analysis of gas curtailments on a QF-in/out basis.
17. Past Commission policy has been to consider.all past
refueling outages in forecasting Diablo .Canyon generatlon for:
ECAC/AER purposes. , ‘ Co ‘ AT : -
18. The use of longer term;experzence avo;ds the risk that
the effects of very good or bad short-term performance will .
dominate the forecast. . - EE SR o S S L
19.  PG&E based its Dlablo Canyon refuelxng outage estimates .
of 10 weeks on only the two-most recent.cycles for each of the:
units, based upon measures taken to::shorten outage:-lengths,'and. .
based upon comparisons that show that its method:-has. more <closely

approximated: recent years’ recorded- experience than does an average

of all historical outages. I SUR :
20...All parties based- their Diablo generation:forecast:.on.’
averages. of past outages, differing merely. din the choice of:periods -
covered. S AU S RN
21l. - An. ll-week forecast results. from adjusting the'weighting
factors applied to historical outages to reflect a uniform:increase
in relative weight over time.- y T USRI ‘
22. GRA/IEP’s hydro modeling: conventlons zmposed_hagher
minimum capacltles than did those of PG&E on the assumption.that:

-

system of a combined utility minimizes costs to all ratepayers. ~!ﬂ”/
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more off-peak capacity was needed for:r constant resource~f1ex1b111ty
to service hydro load regulation needs:: ’ S R A TR

23. PG&E’s near-zero minimum capacity hydro modeling -
assumptions are. adequate to respond to znstantaneous changes in-

24.. PG&E provxded various exanmples where ‘actual operatlon of
its hydro units varied by more-than the: ramp rate constralnts &
imposed by GRA/IEP. = R R AR 2

25. GRA/IEP’s hydro- model;ng results inconsistently used
recorded 1990 data to derive minimum capacities without regard to
energy availability assumed during the.forecast period. K

26. The complexities of computing the impact of transmission”
line losses on the IER make it uncertain as to what the net change
would be on a QFs-in/out basis. Co : S R Ty

27. GRA/IEP’s proposed method of accounting for line losses -
fails to account cons;stently"for factors which may - reduce as well
as increase line losses. B T TR S

28. PG&E revised its forecast of the percentage of SMUD’s
sales it would provide during the forecast period from 75% down to
25% based upon certain months of 1991 recorded data. ' e

29. GRA/IEP proposed using SCE’s estimate of SMUD sales to '
determine the percentage of sales supplied by PG&E, or in the''
alternative to rely on PG&E’s original estimate’ based on lszonths -
of recorded data. R A

30. :An estimated 62.5% of SMUD. sales‘provfded'by“PG&E“%esults
from applying:equal weight to. PG&E’s" recorded data from -1990- and
its updated 1991 data. s

31.. PG&E’s metbod: of accounting ‘for distillate” oil- expense on
a last-in first-out basis minimizes overall ‘costs. - = - SO0 L UL

32. The ERAM and LIRA revenue requirements' as: cosponsored”bY“”
PG&E and DRA in the Joint Recommendatlon were uncontested by any

L~

other party. = . .. IR

SN s

S i




A.91=-04-002 ALY/TRP/gab *

32. D 89-12-057 reduced PG&E’ s ERAM base revenue amount by.

LU

$2.4 mzlllon to account for the forecast effect of add;tlonal m'

revenue due to a rate increase for the Designated Sales Transactzon o

to SMUD.

34. Parties to the Joznt Recommendatzon agreed to 1nclude 1n L

the forecast the revenue from SMUD in the amount of $427 533 to
properly reflect capacity sales to SMUD for November and December
1991. . e e e
Qgﬁgluﬁignﬁ_gx_km!.u,‘ o r;t\” O LN V.MJ:iJ;ﬂ

1. The resource assumptlons whlch were not contested by'any
party as set forth in the joint recommendatlon and presented in jg
Appendix E should be adopted, as adjusted for recorded balanclng
account data through July 31, 1991.

2. The uncontested resourxce assumptlons whmch we adopt from ;_p

the joint recommendation shall not be used as precedent ln any
- other. proceeding or litigation beyond thls proceedzng.‘ N ,
3. PG&E should adjust its adopted revenue requ;rements for‘

ECAC/AER/ERAM/LIRA as set forth in Appendix A based upon a forecastﬂw:J

period November L, 1991 to October 21, 1992, and should 1ncorporate
these adopted adjustments into its total. consolldated rate changes )
to become effective January 1, &992-_ - : -__m

4. The price factors for var;able-przced QFs whlch should bef“'
adopted for the November 1, 1991 to October 31, 1992 forecast L
period -for PGSE are set forth in Appendix C for the IER, ‘the tzme—
differentiated IERs, the O&M adders. [The DIER for th;s forecast
period is also contained in Appendix cm< An ERI of 1.0 should also
be adopted. . _ S

5. These QF prlce factors snould go lnto effect cons;stent

with- Commission decisions on avoided cost quarterly pr;ce post;ngs.'““

6. The gas industry. restructurxng rules do not. requ;re the
abandonment of the one-company approach for d;spatchlng the ,
electric department of cembined utllztzes.ﬂ“

Come
wlie
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7. The dmspatch cost of gas for” electrmc generatlon should
exclude the G-UEG Tier II transport rate, and should 1nc1ude a 4%
gas shr;nkage rate. ' oo

8. The IER should not be 1ncreased to reflect greater gas
curtallments due to the lack of certaznty as to how gas SR :
avallablllty would change absent QFs. : S

9. While more recent outage cycles for DiablofbanYon3proVide'3"'

better predictive value of forecasted outage durations than do

older cycles, longer term experience should not be totally 1gnored R

given the uncertalntles of forecast;ng.
10. A forecasted outage duration of 11 weeks falrly

anorporates the superior predlctlve value of recent’ outages Whlle e

still giving some weight to longer term hxstorxcal outage

experience.
1l1. PG&E’Ss hydro modellng assumptlons for SMUD and: WAPA

provide reasonable forecasts and properly incorporate’ mlnzmum hydro-

capacxtles adeguate to accommodate resource flexlbmlaty
requlrements. o o

12. The IER should not be 1ncreased to reflect a changes in -
line losses since no party has presented a convincing measure of
how net line losses would change absent QFs, 'and’'the complexltles
of determlnlng such a measure 1s beyond the scope of thls :
proceed;ng. ' S

13. SMUD‘sales'should'be aSsumed‘to‘compri;e 62.5% from PG&E -

and 37. 5% from other sources, based upon an equal wezghtmng of
available recorded data from 1990 and 1991. - - - v :

14. PG&E’s method of accounting for distillate oil inventory”
on a LxFo basis should be adopted ‘for developing the IER.

15. The est;mated revenue requ;rements for ERAM--and ‘LIRA for -

tre lz-nonth perlod begmnnang November 1, 1991, as set forth in the
Appendix A, updated to reflect July 31 recorded balances ‘are’
reasonable and should be adopted. - ‘ : A
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IT IS ORDERED‘that*v' B R PTR T dnanT .

1. Effectlve-November 1"1991, Pac;fzc Gas and Electrxc
Company (PG&E) is. authorized and- dlrected to record amounts,zn its
respective balancing accounts’ covered by thms order consistent with
the following adjustments: in adopted revenue requ:rements.

A decrease in Energy Cost Adjustment c1ause (ECAC) of $159 300,000;
a decrease in the Annual Energy*Rate (AER) of $lOr232 000, an
increase in Electric Revenue Adjustment Mechanism (ERAM) of
$180,701,0007; an increase in Low Income Rate Adjustment (LIRA) . of
$6,791,000. ST S S IUPIE

2. The rate adjustments related to:the revenue. requirements
changes adopted. in Ordering. Paragraph 1 shall be included in:the: .
revenue allocation phase.of this proceeding,and deferred from, .. ..
November 1, 1991 to January 1, 1992, to:be:consolidated. with PG&E’s

1991 Cost of Capital Proceeding,. its 1991.Attrition-Rate Adjustment. - ..
filing, and other pending proceedings with an effective rate:change .- .
date of January 1, 1992. T A ¥ DT SR

3. The QF price factor:shall go into effect consistent with
Commission decisions on avoided: cost quarterly price posting. .. . i
4. Effective January 1, 1993, O&M expenses for PG&E’sS

irrigation district contracts not related to purchased volumes of
water and power plus fixed costs shall be subtracted from the
adopted ECAC/AER revenue requirement and recovered as part of
PG&E’s Base Revenue Amrount in ERAM. PG&E is directed to include
forecasts of these expenses in its 1993 General Rate Case
Application for the 1993 test year. The adopted ECAC/AER forecast
in this proceeding includes irrigation district expenses of
$54,055,300. PG&E will be permitted to recover the abeve-mentioned
irrigation district expenses for November and December 1992 in its

1992 ECAC proceeding.
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5. Effective November 1, 1991, PG&E shall add the following
language as section 4(¢) to PG&E’s ‘electric Preliminary Statement
Part F:

¢. Pursuant to D.8§5-08-012, Part- Fo4 (b)disdn’-
. . effect and the entries. descrlbed in. B(a)

“through 3(d) above were dlscontlnued '

- effective September. l, 1985. " The balance

in the Helms Adjustment Account accrued .

pursuant to D.84~07-070 when the Helms

units were out of. service from.September

30, 1984 througb April 30, 1985, shall

remain in place pending a Commission

decision on an appl;cat;on for recovery by’

PG&E. : e S R -

6. PG&E shall make its best efforts to complete‘a.conversionrl
of the mainframe GASDOS model to a desktop model. In this new ... °°
version, (1) simulation will not be restricted to calendar years,
and the entire winter season (September through:March) will be:
included, (2) gas supply and demand balancing: will be" fully>. -
integrated to eliminate the:need for .separate spreadsheets, (3)°
simulation results will. be made with ' minimal manual intervention,:
and (4) modifications %o service categories: wmll be szmpllf;ed -and-
less difficult to make. . S L
.7« PG&E: shall make .a good faith effort to have its QF
relational database model available by January 1992. .0 oo S0
TUONWONT WD T
SUANDADE o Iaunn

[FORORR AV M .
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8. PG&E shall credit to the ERAM balancing account the
amount of $590,327 and debit a similar amount to the electric
Conservation Financing Adjustment Accumulated Provision for

Doubtful Accounts.
This oxder is effective today.
Dated November 20, 1951, at San Francisco, California.

PATRICIA M. ECKERT
President

DANIEL Wm. FESSLER
NORMAN D. SHUMWAY
Commissioners

Commissioner John B. Qhanian,
being necessarily absent, did
not participate.

I'CERBFV’THAJ'ﬂﬂSJDECmmCﬂ.
VWAS.APHWDVEDwEY!HEwABOV!L
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CACDMN®™ APPENDIX A

TABLE 4

PACIFIC CAS & ELECTRIC COMPANY
ELECTRIC DEPARTMENT
Summary of Revenue Chnanges
Efactive January 1, 1001

STSEEE SHNOED D ONTENCERIW WA ENE N SRR S
PRESENT REVENUE ADQPTED ADOPYTED
RATE CHANGE REVENUE AVERAGE RATE
REVENUE 1/ REQUIREMENT -
000's) 5000's) $000's)  (centa/Kwh)

REVENUE ELEMENT

Znergy Cost Acjustment Clause (ECAC)

1 Adopted ECAC Coste
2 Extimated ECAC acoount talance as of 10/31/91

3 OC Safety Committae Foo
4 Designatec Salea Transactons to Resale Customaers

- Subtotal
6 Franchise Fess & Unooliectbie Accourrts Expense @0,83%
7  Tow ECAC Ratail Revenyes

Annual Energy Rate (AER)

8 Agoreec AER Costs
9 Dosigrated Sales Tranmctions to Resale Customen

10 Subtotal
11 franchise Foes & Uncollectbie Accounts Expense O 0.85%

12 Yot AER Remil Revenves

.u Energy Ravenues (ERAM)

13 Authortzad Base Revenus Amount for 1991

14 Estimated ERAM 2000unt ta lanoe as of 10/31/01

13 LIRA Shortall

16 Designatec Sales Tranoacton t Resals Customers

17 Total ERAM Retail Revenuss

Low Income Rate Assistance (LIRA)

18 URA Shortiall
19 Eatimated LIRA account balance as of 10/31/91

20 Adminestative Costs
gl Total LIRA Revenyes
22 Consanation Financing Adustment (C‘f:A').

23 Califomia Public Vtities Commiasion
24 Other Reveryes

3,877,508

o8
©3.534)

(5415,70)
217,353
0

0

2,481,797
217,083
663

63.534)

814,425
o .

(198,400)
0,7%

3,016,019
30,736

53,814,425

221,610
631

(167,670)

$12,700)
0

£3,646,756

208,050
813

13207
0

(12,780)
1.728

202377
1,728

213207

$11,052)

3204245

21313
12230
26,878)
(3,142

0,174
0
2437

17,504
(10,71)
0

J 45T

26,678
{10,713)
2487

11,611

$1,428
8,571
340,500

o
0

%0
0

18,402

31,428
$8,571
$48,358

TOTAL RETAIL REVENUES
PERCENTAGE INCREASE

1/ Oased on mtes effective 3/181,

$7.370.891

2/ Avernge Rates based on the foracasiad retail nales of 79277 9432 Gwh

(END OF APPENDIX A)

$3,760
0.12%

£7.379,880
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CACDMN APPENDIX B
- . TABLE 1

ELECTRIC DEPARTMENT
ADOPTED ENERGY COSTS
ECAC Forecaat pariod; November 1, 1991 Uvough Octoberd1, 1902

. . PACIFIC GAS & BLECTRIC COMPANY

PURCHASES/ AVERAGE

GENERATION cosTs
TYPE OF ENERGY

(Qwh) % (centa/Kwh)

Fonail Fuel
Gas = PC 196161
Gas = UEQ’
Oil = Residual 3.05081
Qil = Dintillate 3.12871

Subtotal Fossi! Fusl 2.78220
Ceothermal Steam : 1.08301

Purcnases Power
lerigation Qiawicts . 175 112009 30,355 £30,118 435,608 4,51
cvP (1.38) 116087 (41,586) 34117 (37,467 (.703)
Variably Priced QF Energy 3,54 3.01801 208,704 $207 300 270,543 26,757
Omer QF (Incluging Capacty Paymanta) a2 1123118 1,230,080 31253265 1,12227 110,004
Northwest 318 1.5580% 127,620 $127,020 115,568 11,432
Southwast (incluging Sales) (0.4R) 3,13037 (1,330) (51,344) (1.223) (12%)
COWR Q
Oher 0.00 11,76687 708 £703 620 [

. Subtatal Purchaseo Power 1160 3.57701 1.873.757 1,685,890 1,315,960 149,930

Waterfor Power 4,96 0.03541 4,524 34,500 4007 403
Qil inventary Carrying Cost 9,25 $0,351 8,309 8542
Vanable Whesling n 270 245 24
Lossen(Gaines) on Fuel Ol Sales o

Subtetal Engergy Expersea 2,320,332 2,111,52

DG Settemant Revenuse 31,548,007 1,548,027
Excess Oif Inventory Carrying Cost ) (1
0C Basc Revenue Regurement (1986,630) (198,630)

TOTALS E 33.6;’0.627 33,401,797 5200,050

1/ Junsgictionalized at 90.53%.

2/ ECAC cosm are 91% of CPUCI0MI coata, unisss otharwise specified,

3/ AER conts are % of CPUC 10mi coats, unimas otherwee spacified,

4/ The average acst for Dibio Qunyon Setilemant Revenues is adjusiad for the Diabio Canyon Basiv Revenus Requrement of
$198,620 and the Satety Committes Fee of $060,

. (END OF APPENDIX B)
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APPENDIX C

PACIFIC GAS & ELECTRIC COMPANY

TOTAL EQUIVALENT QFIER CALCULATION

Average Conv Thermal Cost— SIMMBI  ~ v/ . L 1t 2.7479

Total QF «In Cost— Thousand $ 1,499,916
Total QF =Qut Cost =Thousand $ 1,761,529
Change in Total Cost = Thousand $ 261,613
variabie QF'S = GWh  -° "5t AN el s i g 9,896.4

Marginal Enargy Cost = mills/kwh ‘ 26.44
(excl. Q&M adder)

QFIER = Btu/kwh 9,620
variable O&M adder — mills/kwh 2.80
Geothermal adder = milisfkwh " T T e e i e T 0.5732
Cash Working Capital = mills/kwh | | 0.1012
Total Marginal Enargy Cost = milils/kwh 29.91
Equivalent QFIER = Btu/kwh e e e e 10,885

Notes: "

(1) Variable O&M Adder from joint recommendation in A.90=04=003

(1) Geothermal Adder trom Advice Flling No, 1336~E dated Fob 1, 1991
(1) Cash Working Capital as adopted in 0.89=-12=057". SRR
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APPENDIX C

PACIFIC GAS & ELECTRIC COMPANY
Derivation of Time=Ditferentisted QF Incremental Energy Rates
{QFIERs)

QFIER
Marginal MEC Annual By Timer Hours
Energy Csts  FCTR Avg, QFIER Period Per Period
{S/mwh) ({Btu/kwh) (Btu/kwh)

Summer R e L L T

Peak 18,33 1.026 9871 789
Partisl = Peak 17,35 0.971 . 9344 920
Off=Poak 16.21 0.%07 8730 1971
Super Off=Peak 1518 0.848 8159 738

Seasonal Avg, 16.65 0.832 8967
Seasonal Tot, 4418

Winter

Partisd =Peak
O =Peak
Super Off=Peak

Seasonal Avg,
Seasonal Tot.

Annual Avg,
Annual Tot,

Notes:

(») Summaerincludes May through October 1992

Winter Indudes November,Decamber 1991 and January through Aprl 1902

(b) QFER basad on cverall average conventional thermal rate of $2.7479/MMB

Rate calculations include commodity charge, demand charge and volumetric transportation charges
(¢)The marginal energy coats by time period are Dased on the PROMOD simulation run
Mat indudes QFb in the resource plan. Steam generation valued at gas dispatch price,
(dyThe marginal energy cost factor is the marginal energy com for that time

period divided bythe annual aversge marginal energy cost,

(6)The QFIER for a time period is equal to the marginal energy cost factor for that
timer period multiplied bythe annual average QFIER.

(D The number 01 Nours in the various time penods will difer slighty from those
approved in CPUC Decision 86=12=091 becalse PROMOD does not reflect
weekdays holidays, and the [oad forecast assumes that the calendar yesr

always beginson a Sunday.

(END OF APPENDIX C)
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PACIFIC GAS AND ELECTRIC COMPANY
1991 ECAC/AER/ERAM/LIRA/CEE FILING

SUMMARY OF UNCONTESTED MODELING CONVENTIONS

Dispatchers Risk Aversion feature (PROMOD)

100 percent of weekends with a MW adjustment, zero week nights and weekdays.

Minimum Thermal Generation

In PROMOD, the minimum fuel burn feature is used to assure at least

555 GWh/month generation from the conventional thermal generating plants. In
PROSYM, units are combined into statioms, with a station minimum specified in
order to produce the minimum generation each hour.

Must Run Units

Combination of designating units as must run or use of PROMOD’s area
protection feature. At least seven units are maintained on line, with
additional units during the summer peak period.

Minimum Load Conditions

Backdown order according to economic and contractual rules as. shown on
pages 3-28 and 3-29 of PG&E’s Forscast Report. In PROMOD, FRPL recorcs are

Lsed =0 obtain the order. -

Minimum Downtime of Conventional Thermal Units

72 nours for 750 MW and 330 MW class units. 48 hours Ffor 211 other classes
ot units.

(END OF APPENDIX D)
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A91-04 /ea APPENDIX E

. PACIFIC GAS AND;ELECIRICgCOMPANY'
o 1991 ECAC/AERyERAM/LIRA/CEE FILING

® SUMMARY OF UNCONTESTED RESOURCE ASSUMPTIONS
BASED ON PARTIES.JUNE UPDATE FILINGS

1. Area Load Forecast-June update -
ECAC Test Year Nov 1991 Oct. 1992 o 103 616 8 Gwh R

2. Hydroe1ectr1c r'eneratwn amounts-June update -

PGSE owned Hydro w/o Helms. . . . 12,684.6 GWh .

Irrigation Districts 4,454.0 GWh

USBR (WAPA) Hydro 3,335.7 GHh .-

NCPA ., 5001 GHH
LSMUDE T e er et 1 653 6.GHh:
. CCSF. . e 1738.918MNLN
oo SI10%aH -

HeTms Pumped Storage o o B

Three units with a combined generating capacity of 1212 MW and pumpung
capac*ty of 966 MW, and 1nF1ows and water management represented 1n ‘both

~'PROMOD and PROSYM. pe e s

Northwest firm.purchases by PGRE from PP&L - zso 3 auh ggj‘{;-_{

Firm pe?k1ng purchase from PP&L "based-on: contract -80 Mu/loo Mw capacwty
seasona B -

Northwest purchases by CSC -197 9 GWh o o T
0n-peak f1rm takes over CSC’s ZS MH share of DC 11ne capac1t¥uuu’

Southwest Mwsce11aneous purchases bv PGAE - 9. o GWh pr1ced at 17 5 m1115/kwh B
szed off-peak purchases based on h1stor1ca1 quantatwes.v . Dl

CaTafbrnxa Power’ Pooﬂ Sales - 156 0 GHh L s e e T e

Fixed around the clock energy sale transaction based on historical
quantities.

California Power Ponl Purchases

Economic energy purchases assumed at an incremental heat rate of
. 11,000 Btu/kwh..
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PACIFIC GAS AND ELECTRIC: COMPANY'
1991 ECAC/AER/ERAM/LIRA/CEE. FILING

SUMMARY OF UNCONTES$ED RESOURCE- ASSUMPTIONS'?
(Continued) - - - =

Sierra Pacific Purchases - 3.6 GWh at a cost of 5326 000 ;-"‘. ,

-

Around the clock de]uverwes to serve PG&E customers in the Echo Summ1t Area

Miscellaneous purchases for others - 35.‘ GWh

Around the cTock purchases of 4 MW by others in- the area, based on h15tor1ca1
quantities. - .7 ¢ . N IR« e N -
NCPA Resources - - - Tvaow AL R
NCPA Geothermal - 1338.0 GWh R
Unit with-¢cycling. operations - 238 MW on-peak and 90 MW off-peak.:
NCPA COG - 36.3 GWh .
. Fixed firm-around the clock transaction based on hxstor1oa1 quant1t1es
'NCPA CT - 15.9-GWh- A
Fixed non-firm peaking transaction based on hustor1ca1 quantutwes

SMUJ Resources

Nw For SMUD~- 1735 6 Gwh ce
Assumes full utaszatuon of 200 Mw AC 11ne ent1t1ement AC Toop £10w
causes line limitations from Apr11 through June.

SMUD PV, SMUD CT -~ 5:3-GWh .. . e

SMUD Geothermal - 630.6 GWh
-Unit-availability -based on-two year average historical. outage o
statistics. LT

SCE and PG&E sales to SMUD -
SMUD elected 300 MW and 550 MW of:contract ‘capacity from SCE .and -PGAE
resoect1ve1y. Takes are based on availability of other resources and
SMUD’s -Toads. SMUD’s deficit energy supplies by split between PGAE and
SCE (see contested assumptvon No 7) SCE modeled as a hydro unit.

“, C s
[ ] b

CCPA Geotherma1 - 457 5 Gwh

One 62 MW unit ava11ab1e based on'oCtua{”ooerofdohs- Energy sant 50 percent
to SMUD, 40 percent to MID/TID, and-10 percent to CSC based..on :ownership..-
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PACIFIC GAS AND ELECTRIC COMPANY
1991 ECAC/AER/ERAM/LIRA/CEE FILING

¢ SUMMARY CF UNCONTESTED RESOURCE ASSUMPTIONS
(Continued)

ia. QF Ganeration - 20.929.3 GWh, including hydro QF s, incluges 2,896.4 Gwh of
variaoly priced QF generat: on :

Firm gapacity €ontracts medeied at thefr firm capacsity ratings.
Remaining QF s reflect average megawatis.

GiTray Fooes operate. as a §04.

BAF is shut down in April, curtailed & hours per day Jasuary througn
Marea and May through Septamper, curtailed 10 hours per 23y Menday
shrougn Saturday and all day Sunday Ccoper throuan Decamoer.

20 nerzent Tixed pr7c=d and 20 perzent variabie pricad.

Cur=aiTments For minimum Tead canditions (500 nour ar S04 Zurtaiiment
epticn B) are not forecastad Lo ccgur. However, agn-sllncard
curzaiiment prov1svons are -arefas.ed (ﬁot iea to minimum Toad
‘congttions). — et ey _ o
Hydrs Faoacwuy factor for 1961 is idjusted bo'--F“ ecs June hydro
conditiens

a7es oo Souzhern Cities - 71.1 GWh

Tiem 3¢ M4 pezk sale at 52.5 perzant capacity factor sArsugn cuiy L9681, 3¢ MM
seak sale twnrsugh Novemper ISS1, lé& MW peak aaTe at 78 perzant -ﬂcac'"y
faczor Decemper 1891 through June isg2.

Ay

MID/TID Resourszes

a. MID/TID CT - 10.3 GWwh
Tixed non-Tirm peaking transaction basad onm histarical guantities.
a. MID/TID Other Imporws - 1,135.3 GWh ~
“akes sased on MID and TID Toads, availapiTity of own resourzas anc
purchases from PGAE. )
7. Nor+awes: for WAPA - 3,428.2 Gwh

-
t
-l -

Forocast basad on WAPA’s astimate of their Firm imports from Tne NorThwess.
Resource may be backed down durirg minimum Toads. AC Teop 7iow cauces Tine
Timizations Trem April through June.

. (b)Reﬁects removal of 3 QF"s agreed to by all parties.

(END OF APPENDIX E)
-3 =
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APPENDIX F
Page L v

List of Appearances

Appllcant" u;ghgllg_L___glﬁgn and Robert Mc Lennan, Attorneys at
Law for Pacxrxc Gas and Pacltlc Company., -

Interested Parties: Q;_ngﬁen_&mgg Attorney at Law; for S
Chickering & Gregory:; Barkovich and. Yap,: by agxpgxg_fmziEngn
for Barkovich and Yap; Em;:usﬂgdzh_n;;;ng: and: Caryn. Hough, e
Attorneys at Law, for California Encrgy Commission; Morrison &
Foerster, by ngxx;ﬁlggm and Lynn Haug, Attorneys. at lLaw, and
Morse, Richard, Weisenmiller & Associates, by Marxk Younger, for
California Cogeneration Council: Jackson,: Tufts, Cole & Black,
by William H. Booth and Joseph S. Faber, Attorncys at Law, for
California lLarge Enexgy Consumers Association; Henwood Energy
Servzces, by David Branchcomb, for Independent Energy Producers
Association: Maurice Brubaker, for Drazen Brubaker & Associates:
Mc Craken, Byers & Martin, by DRavid J. Dvers, Attorney at law, .
for Peninsula Street Light Authority and City of Fresno; Ralph-
Gavanagh, Attorney at Law, for Natural Resources Defense
Council: Brobeck, Phleger & Harrison, by gordon E. Davis,
Attorney at Law, for California Manufacturers Association:
Sam_De Frawi, for Naval Facilities Engineering Comman; Phjil Di
Vixailio, for Destec Energy, Inc.:; Karen Egdson, for KKE &
Associates; Noxman Fuxuta, Attorney at Law, for Federal
Executive Agencies: Steven A. Gerinaer, ‘Attorney at Law, for
California Farm Bureau Federation; Grueneich, Ellison &
Schneider, by Dian M. Gruenei¢h, Attorney at Law, for California
Department of General Services; Steve Harxis, for Transwestern
Pipeline Company; Fulbright & Jaworsky, by Rat_Keelev, Attorney
at law, and Recon Research Corporatmon, by Rx. Andrew Safir, for
Canadxan Petroleum Association; Roberts & Kerner, by Rouglas XK.
Kernerx, Attormey at Law, for Geothermal Resources Association:

(=) » £for Joseph Meyer Associates; Melissa Metzlex,
for Barakat & Chamberlin; Steven Mess, for Spectrum Economics,
Inc.: Anderson, Donovan & Poole, by Edwarxd G. Poole, Attorney at
Law, for various clients; John D. Quinlev, foxr Cogeneration
Service Bureau; Bruce A. Reed, Janet K. Lohmann, and David R.
Hinpan, Attornmeys at Law; for Southern California Edison
Company; &. B. Reooney and David J. Gilmore, Atteorneys at law,
for Southern California Gas Company; Denald Salow, for
Association of California Water Agencies: Bartle Wells
Assoclates, by ngg_",_sgnm;g; for Califorxrnia C1ty-County
Street Light Association; Michel P. Florio and Jgel R. Sinaex,
Attorneys at Law, for Toward Utility Rate Normalization: Downey,
Brand, Seymour & Rohwer, by Phil _Stohr and Ron Liebert,
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Attorneys at lLaw, for Industrial Users; Randeolph L. Wu and
Phillip D. Endom, Attorneys at Law, for El Paso Natural Gas
Company: Laxxy Golberq, for Sequoia  Technical Serxvices: Carelvn
Kehrein, for Procter & Gamble Manufacturmng Company’; Saxa Steck
Myers, Attorney at Law, for Coalition for Energy EfflClency and
Renewable Technologles. Thonas A. Tribkhle, P.E, J.D., for - -
Regents = University of California; Messrs. Ater, Wynne,: Hewmtt
Dodson & Skerritt, by Mark Trinchere, Attorney at Law for -
Cogenerators. of" Southern.calmfornla. and _;llgngjL_Maxggﬁ for
JBS-Energy, Inc.

State Service: Messrs. Greve, Clszord Dlepenbrock & Paras, by :
ug;;hgw Y. Ezggz for Callfornla Department of’General Servxces.

Comm;;sxon Adv;sory and cOmplxance DlVlSlon. 'uax;hg;gg;gylliggg.

Division of Ratepayer Advocates. zgmgﬁ_ﬁ__ﬁggxzz and nggx:_ggggn
Attorneys at Law, and lgzz_Mglggng o

Division of Strateglc Plannxng.~ Jeffrev Dasovich.




