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Decision 92-11-020  Novénber 6, 1992
BEFORE THE PUBLIC UTILITIES COMNISSION OF THE STATE OF CALIFORNIA

oOrder Instltutlng Investigation on )

the commission’s own mation to _
jmplément the Biennial Resource I.89-07-004
Plan Updaté followlng the cCalifornia (Filed July 6, 1989)
Energy Commission’s Sevénth

Eléctricity Report.

Appllcatlon 91-02- 092

And Related Matters. Application 91-07-004
Application %1-08-028

ORDER DENYING REHEARING

SAN DIEGO GAS AND ELECTRIC COMPANY (SDG&E) has filed an

application for rehearing of Decision (D.) 92-08-029. We have
con51dered all the allegations of error in the appllcatlon and -
are of the opinion that gqgood cause for rehearing has not béen
shown:

D. 92 08-029 responded to a petition for modlflcatlon of
D.92-04-045 (the underlying decision) by the Independent Energy
Producers’ Association (IEP) and the Geothermal Résources
Association (GRA):. We did not grant the petition: however, we
did modify the underlying decision to resolve a delay in its
1mplementat10n.

In determining the anount of electrlcal generatlon
whlch should be subject to the bidding process, we depended to an
extent on ”1dent1f1ed deferrable resourcés” (IDRs):. IDRs are
those resources the utility would have had to build, in the
absence of QFs, to provide the same anount of capacity and energy
which the QFs will provide oncé the bids have been awarded. The
capital and operating costs (including environrnental and, for the
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first time, transmission costs) of thése IDRs servé as a price
benchmark against which bidders must conmpeté.

Thé underlying decision included 300 megawatts (MW) of
géothermal résources for Southérn California Edison (Edison) and
200 MW for SDG&E. In determining the geothérmal beénchmark price,
Edison and SDG&E disagreed on methodolégy. Edison favored the
california EBnergy Commission’s (CEC’s) ER-90 capital and
operating cost figures, while SDG4E préferréd data it had
collected from generic sourcés and its own devélopers. The
presiding Administrative Law Judges (ALJs) proposed that the
parties should use thée cost data sets developed in ER-90. SDGLE
counterproposed that thé ER-92 data bé uséed insteéad, as it is
more recent and more thoroughly investigated. We adoptead this
counterproposal. i

However, the cost data from ER-90 provides definite
cost figures, broken down into fixeéd and variableé components,
wheréas the data in ER-92 is given in ranges. Using the latter,
therefore, réquires agreement between the parties as to which
figure within the range is to be used. To date, the partiés have
not been ablé to agree.

Part of the calculation of a benchmark is the location
of a “known Geothermal resource area” (KGRA} vis a vis the
utility’s transnission system. IEP and GRA petitionéd to modify
the underlying deciéion by adopting costs developed by GRA at
KGRAs with which it had had experience.

, There wére objections to the petition for modification
and, in D.92-08-029, we denied it. However, in considering the
petition we found that the partiées had not yet agréed on a method
of using thé ER-92 data to determine a benchmark pricé. D.92-08-
029, p. 11, Finding of Fact No. 4. Weé noted that the ER-90 cost
data used in Edison’s testimony resulted in a benchmark ”within
the cost ranges considéered by the ER-92 Committee.” Id., Finding
of Fact No. 5. We further noted that our Division of Ratepayer
Advocates (DRA) proposed to break down Edison’s assumed variable
costs into its fixed and variable components, and found that the
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combination of DRA’s cost assumptions and a bést-situated XGRA
assunption #will yiéld a reasonable geothexrmal pricé benchmark
for use in the coming auctions.” Ibid.

SDGLE’s application for rehearing alléges that D.92-08-
029 inposes a benchmark which may not be cost-éffective for
SDGLE, in violation of Public Utilities Code § 701.1.} sDGeE
alléeges that the benchmark is not supportéd by the record and,
consequently, is arbitrary and capricious. Finally, SDG4E
alleges that the changes to the underlying decision made in D.92-
08-029 violate §§ 1705 and 1708.

DRA has responded to the application for rehearing,
opposing rehearing of the issué on grounds that SDG&E’s
assertions of ratepayer exposure due to cost-inefféctivenéss are
not supported even by SDGEE’s own calculations, that those
calculations include errors which further undermine their support
of SDG&E’s conclusions, and that SDG&E’s allegation ”assumes that
the second price auction format, which éncouragés bidders to bia
their true costs, will not work.” DRA Response, p: 2.

Edison has also résponded, supporting SDG&E’s position
on thé grounds that the ER-90 data (which Edison itself
originally suggested as the basis) is now outdated. IEP has
filed a response opposing SDG&E’s application, on grounds that
there is no real evidence supporting thée argument that any
geothermal IDRs are not cost-effective.

Discussion

Section 701.1, subdivision (a), provides that
mininizing the ”cost to society of retiable energy services”
shall be a principle goal of utilities’ resource planning and
investment. Subdivision (b) provides that the utilities should -
nseek to exploit all practicable and cost-effective conservation”

1. Untess otherwise indicated, all statutory references herein
are to the california Public Utilities Code.
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and improvenénts -in energy éfficiency. sSubdivision (c¢) provides
that we must include environmental costs and benefits in
calculating cost efféctiveness,

SDGLE's application alléges that D.92-08-029 violates this
section because, contrary to the findings in D.92-08-029, the
révised benchmark is based on figures which it says are "at the
high éng” of those available to thé Commission to choose from,
SDG&E further argues that the résultant cost of the energy to
SDG&E nay not bé cost-efféctive,2 and that therefore the
decision violates § 701.1, "which requires ’least cost’
planning.” Application, p:. 8 (émphasis in original).

However, SDG4E does not bring any evidence to show that
these figures are in fact high. Its one "démonstration” of the
7factual errors” in D.92-08-029 (application, pp. 4 - 6},
consists of a tableée of figurés which are still being litigatead.
‘With respect to violations of § 701.1, subdivisions (a) and (b)
"of that section simply maké least-cost planning a major factor in
our planning and that of the utilities, while subdivision (c) is
specific in its referéences to consisténcy with the Public
Resources Code, to which we need not adhere if we g1ve reasons in
our decision for the choice. Thus, evén 1f the figures were
high, the decision would not violate § 701.1. This allegation
does not show good cause for réhearing. _ '

Section 1705 provides that the Conmission nust nake
findings of fact and conclusions of law ”on all issues material
to the order or decision.” Because D.92-08-029 pade no. flndlng
or conclusion specifically stating that the benchmark set therein
is cost-effective, argues SDG&E, the decision violates § 1705.

2. SDGLE never alleges in its application that the benchmark
is not cost- effect1Ve. it only alleges that it has the potential
to résult in cost-ineffective pricing. However, evéen that weaker

allegation is unsupported.
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aAlthough in D.92-08-02% wé did not specifically usé the
tern "cost-efféective,” it is clear from thée context of the
decision as well as from our findings, éspeclally Finding of Fact
No. 5, that cost-effectivenéss was found. As bhoth DRA and IEP
point out in their résponses, there is no evidence supporting
SDGLE’s allegation of higher costs and, in fact, there is
considérable evidence undermining it. Further, D.92-08-029 is a
modification of theé underlying decision, D.92-04-045, and need
not repeat the many findings wé made thérein on the subjéct of
the cost-effectiveness of geothermal énergy. D.92-08-029 does
not violate § 1705.

Section 1708 provides that any time we wish to
#rescind, alter or amend any order or decision made by (us),”
there must be notice to the partiés and "opportunity to be héarad
as providéd in the case of complaints.” SDGLE alleges that the
changé made by D.92-08-029 to the underlying decision is great
enough to qualify as rescission, alteration or amendrent, and
requires an evidentiary hearing. Becausé no such hearing was
held, SDGAE says, D.92-08-029 violates § 1708.

However, the changé to the benchmark is relatively
small and quite appropriate to the modification procedurée as
opposed to a full héaring. Further, SDG&E had a chance to make
its arghménts in favor of the ER-92 data before thée underlying
‘decision came out. Its arguments and evidence are still before
us, and still within our consideration.

Moréover, the benchmark chosen in the underlying
décision has proven unworkable (D.92-08-029, Finding of Fact lo.
4, p. 11); the reason for our change of the benchmark is that the
bidding is being delayed by the failure of the parties to agree
on ER-92 cost figurés. Further hearings on questions that have
already been litigated would only make the delay longer without
adding anything of value to what the parties have already brought
for our consideration. Thus, D.92-08-029% doés not violate §
1708, and Fhis allegation fails to show good cause for rehearing.
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| THEREFORE, IT IS ORDERED that rehearing of D.92-08-029
is hereby denied.
This order is effective today.
Datéd November 6, 1992, at San Francisco, California.

DANIEL Wm. FESSLER
~ Presidént
JOHN B. OHANIAN
PATRICIA M. ECKERT
NORMAN D. SHUMWAY
comnissioners

| CERTIFY THAY THIS DECISION
WAS APPROVED BY THE;ABOVE
comwsmoums TODAY

LMAN, Execulwé Dlrécléf.
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